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Abstract 

Balanced scorecard (BSC) is a system which raises the value of performance 

measurement appraisal for an organization by introducing financial factors, customer factors, 

internal business process factors and employee learning and growth factors analysis. Here 

authors are pretending XY Bank Limited, a commercial bank, as a sample bank which is very 

much dependent on traditional financial measures (such as ROI, liquidity ratio, financial 

leverage ratio, profitability ratio, credit ratio, etc.) to judge its performance. This study aims to 

implement a balanced scorecard model in the sample bank by depicting a strategic map, 

evaluation index and finally the scorecard to measure its performance to aware the importance 

such model as a better strategic management tool which explains organization‟s vision, 

mission, values & business strategy and thus enhances measureable execution. The banking 

sector should start adopting holistic performance measurement systems such as the BSC to 

demonstrate to the stakeholders that banking sector is turning to exploit both financial and 

non-financial measures to provide investors with performance information.  
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1. Introduction 

In the past few decades, performance measurement has become a burning topic 

as performance measurement system plays a key role in evaluating the strategic 

performance of an organization. Balanced Scorecard (BSC) is strategic management 

approach developed by Robert Kaplan and David Norton in early nineties of last 

century. They defined that approach as a method for explanation of mission and 

strategy in clear, comprehensive, detailed and carefully chosen set of measures which 

ensure building the system for strategic measurement and management machine 

(Janković, 2007). Earlier performance measurement systems were based on 

traditional financial indicators which weren‟t sufficient for quality business decision 

making (Renko, 2000).  

In this study an attempt has been taken to implement the Balanced Scorecard in a 

commercial bank to measure its performance based on its historical financial data. 

BSC is also a management tool which enables explanation of bank‟s vision and 

strategy and it‟s execution in practice. Results of their execution must be measurable 

(Pavlek, 2006).  

Here authors are pretending XY Bank Limited, a commercial bank, as a sample 

bank which depends on financial measures such as ROI, Liquidity Ratio, Financial 

Leverage Ratio, Profitability Ratio, Credit Ratio, etc. for its performance 
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measurement. In this study the importance of BSC, the dilemmas of implementing 

this process, the evaluation index, strategic map, and finally the scorecard for the XY 

Bank Ltd. has been depicted. Commercial banks should adopt methods like BSC 

which exploits both financial and non-financial measures for better performance 

evaluation. Therefore, a research work of this type is significant and worthy of 

investigation within the context of banking sector. 

 

2. Objective 

This study aims to give a synopsis on BSC and its four perspectives, its 

significance as a strategic management system, implementation process on a 

commercial bank, preparation of evaluation index, strategic map, a BSC for a 

commercial bank with its merits and demerits.  

 

3. Methodology 

The methodology what is followed in this study to implement a BSC in a 

commercial bank has been based on previous reputed international articles and 

researches. Firstly sample bank‟s (XY Bank Limited) brief history, vision, mission, 

values and SWOT analysis has been done. Based on previous literatures a strategic 

map and bank evaluation index for BSC of the sample bank has been depicted where 

strategic objectives, key performance indicators, targets has been mentioned, then an 

outlook of a BSC has been showed with an analysis of the result. Finally some 

benefits and disadvantages of BSC have been described.  

 

4. Balanced Scorecard (BSC) Model 

4.1. Four Perspectives 

Four perspectives of BSC model based on Kaplan and Norton (1992, 1996) are: 

Financial Perspective : Financial measures convey the economic consequences for 

the actions already taken by the organization, and focus on the profitability related 

measures on which the shareholders verify the profitability of their investment. Kaplan 

and Norton acknowledged the need for traditional financial data. The accurate and timely 

financial data are necessary for the efficient and smooth direction of the organization. 

Under this perspective the most common performance measures incorporated are: ROI, 

Cash Flow, Net Operating Income, Revenue Growth, etc. 

Customer Perspective: This perspective provides a view on how customers 

perceive the organization. In this perspective the organization should demonstrate 

how it differentiates itself from the competitors by retaining, attracting, and 

sustaining relationships with its targeted customers. Typical measures used under this 

perspective are: customer satisfaction, customer complaints, customer lost/won, sales 

from new product, etc. 

Internal Business Processes Perspective: Internal business processes provide the 

organization with the means by which performance expectations may be 

accomplished. The central theme of this perspective is the results of the internal 

business processes which lead to financial success and satisfied customers. 
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Commonly used measures for this perspective are: cost of quality, cost of non-

conformance, process innovation, time savings etc.  

Learning and Growth Perspective: Actually, this perspective is related to the 

employees of the organization, and it measures the extent to which the organization 

exerts efforts to provide its employees with opportunities to grow and learn in their 

domain. Kaplan and Norton acknowledge that the learning and growth measures are 

the most difficult to select; therefore they suggest the following measures as 

examples: employee empowerment, employee motivation, employee capabilities, and 

information systems capabilities. 

4.2. BSC as a Strategic Management System 

Kaplan and Norton (2000) argued that most companies fail to execute strategies, 

as only 5% of the workforce understands their company's strategy; 25% of managers 

have incentives linked to strategy; 60% of organizations don‟t link budgets to 

strategy and 86% of executive teams spend less than one hour per month discussing 

strategy. According to An and (2004) four barriers are responsible for effective 

strategy implementation: Vision Barrier exists where few people in the organization 

understand the strategy of their organization; People Barrier occurs if the objectives 

of most workers are not linked to the organization's strategy; Resource Barrier means 

misallocation of time, energy, and money to processes that is critical to the 

organization and Management Barrier exists when management allocates little time 

to strategy, and much time to short-term tactical decision-making. Namazi & Abhari 

(2010) mentioned that prior to 1980's, organizations used financial measures (ROI, 

net profit, return on equity etc.) to evaluate their performance, though it is very well 

known that financial measures are good, only, in the short term. 

Figure 1: Managing Strategy: Four Processes 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Kaplan & Norton, 1996 
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BSC is more than a tactical or an operational measurement system. Innovative 

companies use BSC as a strategic management system to manage their strategy over 

long-term; to accomplish critical management processes to clarify and translate 

vision and strategy; to communicate and link strategic objectives and measures; to 

plan, set targets and align strategic initiatives and to enhance strategic feedback and 

learning. 

4.3. The Practability of the BSC Model to Measure Performance for a Bank 

BSC model is balanced system of bank‟s business result that has carefully 

chosen set of measures derived from strategy of certain banks which can be 

quantified. In context of banks BSC model represents four perspectives, metric 

development, data collection and data analysis for every perspective such as 

Financial perspective – the way bank observe its shareholders; Client perspective – 

how do clients see the bank?; Perspective of business processes – what a bank should 

accent in order to make success and Perspective of growth and development - can 

bank‟s success be continued? (Osmanagić Bedenik, 2002). The implementation 

process of BSC in bank requires around four months through four phases which is 

represented in the table below (Renko, 2000). 
 

Table 1: Construction Process of Balanced Scorecard (BSC) for a Commercial Bank 

No Phase Week Tasks 

1 
Defining  main 

indicators 
1-3 

1. Selection of appropriate organizational unit (defining 

of business unit for which the model will be developed) 

2. Identifying of organizational unit and it‟s connection with 

the entire organization (through interviews with executives) 

2 
Goals 

acceptance 
4-7 

3. First cycle of interviews (manager that leads the project 

prepares model materials as well as internal documents 

about the bank, its goals and competition) 

4. Synthesis (Discussion about proposals, goals and indicators) 

5. Seminars: first cycle (meeting with board, distribution 

of meeting results) 

3 

Selection and 

designing of 

indicators 

8-13 

6. Meetings of subgroups (list of goals and indicators for 

each goal; identifying key connections between 

indicators of the model) 

7. Seminars: second cycle (middle managers discuss 

about goals and indicators; after comments begins the 

implementation plan) 

4 
Plan of 

implementation 
14-16 

8. Developing of implementation plan 

9. Seminars: third cycle (identifying of preliminary action 

program) 

10. Finishing implementation plan (model must be 

integrated in management system) 

Source: Renko, 2000 

Commercial banks should not only focus on quantitative analysis about the 

financial profitability, liquidity and safety but also on effective qualitative analysis 

about bank risk control, internal management, customer service levels when it takes 

performance assessment. BSC can consider such a qualitative analysis to reveal the 

potential risks ofoperations.BSC has great foresight for the future development of the 

bank, and takes the long-term development into account, which makes banks have a 
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high degree of adaptability and long-term strategy when they are in the face of 

rapidly changing business environment. 

Figure 2: Governance mechanism for the BSC 

 

 

 

 

 

 

 

 

Source: Zhang and Li, 2009 

In addition to taking internal operational process into account, the external 

environment factors should be also considered at the same time. BSC customer level 

considers the bank‟s market share, customer acquisition rates and customer 

satisfaction. It takes market competition factors into the performance of management, 

to achieve a more truly reflecting on the bank's operations and development. 
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bank was founded to reach the large number of unbanked people which were not 

covered by traditional banks. The main concept of the bank was to facilitate Small 

and Medium Enterprises (SME). Since then the bank has become a leading bank in 

Bangladesh. It has 150 branches all over Bangladesh, with 412 SME unit offices, 

320+ ATM booths and around 7500 number of employees. 

5.1. Corporate Vision 

Locke et al (1991) depicted an effective vision is inspiring, abstract, brief, stable 

and motivating.  Not only is vision an idea or image of a desirable future, but the 

right vision can also actually jump-start the future by mobilizing people into action 

toward achieving it (Nanus, 1992). According to Kantabutra S. (2008) some scholars 

stated that vision needs to come first in order to subsequently drive development of 

mission and strategy (e.g. Hay & Williamson, 1997; Parikh & Neubauer, 1993; 

Zaccaro & Banks, 2004). The vision statement for XY Bank Limited is as follows: 

Building a profitable and socially responsible financial institution focused on 

Market and Business with growth potential, thereby assisting XY and stakeholders to 

build a “just, enlightened, healthy, democratic and poverty free Bangladesh”. 

5.2. Corporate Mission  

“A clear mission statement acts as an “invisible hand” that guides people in the 

organization. Studies show that firms with well-crafted mission statements have 
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better organizational and financial performances” (Kotler & Armstrong, 2011). Bart 

et al. (2001) found that mission statements could positively affect employee behavior 

which had a direct effect on firm financial performance and this could only happen 

when internal policies/programs are derived from the statement. Corporate mission 

for XY Bank Limited is as follows: 

“Sustained growth in „Small & Medium Enterprise‟ sector; Continuous low-cost 

deposit growth with controlled growth in retail assets; Corporate Assets to be funded 

through self-liability mobilization; Continuous endeavor to increase non-funded income; 

Attract new customers in order to increase market share retaining our existing customers 

satisfies through quality services; Achieve efficient synergies between the bank‟s 

branches, SME unit offices and XY field offices for delivery of remittance and Bank‟s 

other products and services; Manage various lines of business in a fully controlled 

environment with no compromise on service quality; Keep a diverse, fully motivated 

team and driven towards materializing the bank‟s vision into reality.” 
 

Table 2: Strengths and its indicators 

Strengths Indicators 

1. Sound finances may give the bank 

advantages over its competitors. 
 Positive cash flow; Growing turnover and profitability; 

Skilled financial management, good credit control and few 
bad debts; A strong balance sheet; Access to extensive 

credit, a strong credit rating, and a good relationship with the 

bank and other sources of finance. 

2. Marketing may be the key for 
success.  

 Market leadership in a profitable niche; A good reputation and a 
strong brand name; An established customer base; A strong 

product range; Effective research and development, use of 
design and innovation; A skilled sales force; Thorough after-

sales service; Protected intellectual property (i.e. registered 

designs, patented products). 

3. Strong management, personnel skills 
and information systems may provide 

equally important underpinnings for 

success. 

 Management strength in depth; The ability to make quick 
decisions; Skilled employees, successful recruitment, and 

effective training and development; Good motivation and 

morale; Efficient administration. 

5.3 Business Strategy 

XY bank Limited has the target to be the market leader in the SME financing and to 

assist country‟s economic development, serving different productive and contributing 

sectors in a focused way by different productive and contributing sectors in a focused 

way by mobilizing fund from urban to rural areas. In line with XY Bank‟s vision, the 

SME banking division‟s objective is to achieve a two folded bottom line i.e. to build a 

profitable organization by contributing to the society eventually eliminating poverty from 

the country. It is based on cost leadership strategy; maintaining the quality and excellent 

customer services. Its target is to reach to the remote area to the country to provide 

banking benefits to the deprived unbanked persons and make entrepreneurs.  

5.4 SWOT Analysis for XY Bank Limited 

Strengths: Strength means the internal capacity what a bank has already to beat 

the competitors. 

Weaknesses: Weakness is also very much internal, what the bank has to improve 

to get sustainable growth & development.  
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Table 3: Weaknesses and its indicators 

Weaknesses Indicators 

1. Poor financial management may 

result in some situations. 
 Not enough funds are available for investment in new 

plant or product development; All available security, 

including personal assets and guarantees, is already 

pledged for existing borrowings; Poor credit control leads 
to unpredictable cash flow. 

2. Lack of marketing focus  Unresponsive attitudes to customer requirements; A limited or 
outdated product range; Complacency and a failure to innovate; 

Over-reliance on a few customers. 

3. Management and personnel weaknes

ses are often hard to recognize, 
except with hindsight. 

 Failure to delegate and train successors; Expertise and control 
locked up in a few key personnel; Inability to take outside 

advice; High staff turnover. 

Opportunities : Opportunity is related to the external environment mainly what a 

bank can achieve and can make it as its strength.  
 

Table 4: Opportunities and its indicators 

Opportunities Indicators 

1. Changes 
involving organizations a

nd individuals which 

directly affect the 
business may open up 

completely new 

possibilities. 

 Deterioration in a competitor‟s performance, or the insolvency of a 
competitor; Improved access to potential new customers and markets (i.e. 

overseas); Increased sales to existing customers, or new leads gained through 

them; The development of new distribution channels (i.e. the internet); 
Improved supply arrangements, such as just-in-time supply or outsourcing 

non-core activities; The opportunity to take on a key employee from a 

competitor; The introduction of financial backers who are keen to fund 
expansion. 

2. The broader business 

environment may shift in 

bank‟s favor.  

 Political, legislative or regulatory change. For example, a change in 

legislation that requires customers to purchase a product; Economic 

trends. For example, decreasing interest rates reducing the cost of 

capital; Social developments. For example, demographic changes or 

changing consumer needs leading to an increase in demand for your 

products;  

 New technology. For example, new materials, processes and 
information technology. 

Threats: Threats can be minor or could possibly destroy the business. 
 

Table 5: Threats and its indicators 

Threats Indicators 

1. Changes 

involving organization
s and individuals that 

directly affect 

business can have far-
reaching effects. 

 Improved competitive products or the emergence of new competitors; 

Loss of a significant customer; Creeping over-reliance on one 

distributor or group of distributors; Failure of suppliers to meet quality 
requirements; Price rises from suppliers; Key personnel leaving, perhaps 

with trade secrets; Lenders reducing credit lines or increasing charges. 

 A rent review threatening to increase costs, or the expiry of a lease; 

Legal action (i.e. being sued by a customer). 

2. The broader business 

environment may 
change into a 

disadvantage. 

 Political, legislative or regulatory change. For example, new regulation 

increasing your costs or requiring product redesign; Economic trends. 
For example, lower exchange rates reducing your income from 

overseas; Social developments. For example, consumer demands for 

„environmentally-friendly‟ products; New technology. For example, 
technology that outdates your products or gives competitors an 

advantage. 
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6. Strategic Map 

A trial has been done to draw a process map for XY Bank Limited with the help of a 

reputed international article titled “Strategy Map Creation using a Balanced Scorecard 

Model Case Study: Central Bank of Iran” by Mojtaba Rajab-Baigy et al. (2011). 
 

Figure 3 : Strategic Map of XY Bank Limited 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

7. Strategic Objectives, Key Performance Indicators & Targets 

According to Zhang and Li (2009), the BSC in a commercial banking is performance 

management system and it raises the value of performance management appraisal system 

Vision: Building a profitable and socially responsible financial institution 

focused on Market and Business with growth potential, thereby assisting 

XY and stakeholders to build a “just, enlightened, healthy, democratic 

and poverty free Bangladesh”. 

 

Mission: Sustained growth in „Small & Medium Enterprise” sector & retail assets; Corporate Assets 

to be funded through self-liability mobilization. Growth in assets through syndications and 

investment in faster growing sectors; Continuous endeavor to increase non-funded income; increase 

market share retaining our existing customers satisfies through quality services; Achieve efficient 

synergies between the bank‟s branches, SME unit offices and XY field offices; Manage various lines 

of business in a fully controlled environment focusing on service quality; Keep a diverse, far flung 

team fully motivated and driven towards materializing the bank‟s vision into reality. 
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based on the introduction of financial factors, customer factors, internal business process 

factors and employee learning and growth factors. Based on the bank of evaluation 

system (Zhang and Li, 2009) and the hierarchical framework (Wu et al., 2009) a trial has 

been done to develop XY Bank Limited‟s Strategic objectives, key performance 

indicators and targets of 4 different perspectives which are as follows: 
 

Table 6: Strategic Objectives, Key Performance Indicators and Targets of XY Bank Limited 

FINANCIAL PERSPECTIVE 

Mission 

-  Sustained growth in „Small & Medium Enterprise” sector 

-  Continuous low-cost deposit growth with controlled growth in retail assets 

-  Corporate Assets to be funded through self-liability mobilization. Growth in assets through syndications 

and investment in faster growing sectors 

-  Continuous endeavor to increase non-funded income 

 Strategic Objectives 
Key Performance 

Indicators  
Target  Responsible 

1. Survival 

2. Growth 

3. Stakeholder satisfaction 

4. Revenue development 

 Liquidity ratio 

 ROI 

 ROE 
 Profit margin 

 Leverage Ratio 

 30% 

 15% 

 400% 
 Tk. 200000000 

 240% 

Administrator 

CUSTOMER PERSPECTIVE 

Mission 

-  Attract new customers in order to increase market share retaining our existing customers satisfies through 

quality services 

Strategic Objectives 
Key Performance 

Indicators  
Target Responsible 

1. Customer retention 

2. Attract new customers 

3. Increase market share 

 Customer satisfaction 

 Customer‟s growth 

 Growth of current accounts 
 Growth of saving accounts 

 Growth of safety deposits 

 1.5% 

 80% 

 180% 
 50% 

 100% 

Establishment / 

Employees 

INTERNAL PROCESSES PERSPECTIVE 

Mission 

-  Achieve efficient synergies between the bank‟s branches, SME unit offices and XY field offices for 

delivery of remittance and Bank‟s other products and services 
- Manage various lines of business in a fully controlled environment with no compromise on service quality 

Strategic Objectives 
Key Performance 

Indicators  
Target Responsible 

1. Increase innovation 

2. Improve operational 

capabilities 

3. Improve operational 

efficiency 

 Productivity growth 
 Growth of banking services 

 Credit growth 

 Growth in software 
applications 

 Front office employees 

 125% 
 20% 

 321-400% 

 
 70% 

 3% 

Establishment and 

Employees 

LEARNING & GROWTH PERSPECTIVE 

Mission 

-  Keep a diverse, far flung team fully motivated and driven towards materializing the bank‟s vision into reality 

Strategic Objectives Key Performance 

Indicators 

Target Responsible 

1. Improve employees 

capabilities 

2. Improve employee 
satisfaction 

3. Improve computerized 
system application 

 Employee productivity  

 Employee turnover 

 Growth of the bank‟s 

branches 
 Employee participation in 

development programs 

 Number of employees 
using IT in their work 

 Tk.10000 - 35000 

 1.1-2.0% 

 

 10% 
 

 65-72 Programs 

 1000-1200 
employees 

Administrator 
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8. Balanced Scorecard for XY Bank Ltd. 

 
Table 7: Balanced Scorecard of XY Bank Limited 

 

Measures 

Scores Score Assignment Targeted 

Score 10 20 30 40 40 
’11 ’12 ’13 ’14 

Scale 

F
in

a
n

c
ia

l 

Liquidity Ratio 1-6% 7-12% 13-18% 19-24% 25-30% 50 50 50 50 50 

ROI 1-3% 4-6% 7-9% 10-12% 13-15% 10 10 10 50 50 

ROE 1-80% 
81-

160% 

161-

240% 

241-

320% 

321-

400% 
10 20 50 50 50 

Profit Margin 
(million) 

1-40 41-80 81-120 121-160 161-200 10 10 50 50 50 

Leverage ratio 
100-

130% 

131-

160% 

161-

190% 

191-

220% 

221-

250% 
20 20 40 50 50 

Perspective subtotal / year 100 110 200 250 250 

C
u

st
o

m
er

 

Customer 
satisfaction 

0.1-

0.3% 

0.4-
0.6% 

0.7-
0.9% 

1-1.2% 
1.3-
1.5% 

50 20 30 30 50 

Customer‟s 

growth 
1-20% 21-40% 41-60% 61-80% 

81-
100% 

0 0 0 0 40 

Growth of 

current accounts 
1-35% 36-71% 

72-

108% 

109-

143% 

144-

180% 
50 10 20 10 50 

Growth of 

saving accounts 
1-10% 11-20% 21-30% 31-40% 41-50% 10 30 10 50 50 

Growth of safety 

deposits 
1-20% 21-40% 41-60% 61-80% 

81-

100% 
0 0 50 20 50 

Perspective subtotal / year 110 60 110 110 240 

In
te

r
n

a
l 

 P
ro

c
es

s 

Productivity 
growth 

1-25% 26-50% 51-75% 
76-

100% 
101-

125% 
0 20 50 20 50 

Growth of 

banking services 
1-4% 5-8% 9-12% 13-16% 17-20% 50 40 0 0 50 

Credit growth 1-80% 
81-

160% 

161-

240% 

241-

320% 

321-

400% 
0 50 0 50 50 

Growth in 

software 
applications 

1-14% 15-28% 29-42% 43-56% 57-70% 50 20 0 10 50 

Front office 

employees 

0.1-

0.6% 

0.7-

1.2% 

1.3-

1.8% 

1.9-

2.3% 
2.4-3% 50 20 10 20 50 

Perspective subtotal / year 150 150 60 100 250 

L
ea

r
n

in
g

 &
 G

r
o

w
th

 

Employee 

productivity 
(Tk.) 

10000-

15000 

15001-

20000 

20001-

25000 

25001-

30000 

30001-

35000 
10 30 10 20 50 

Employee 

turnover 
4.1-

5% 
3.1-4% 2.1-3% 1.1-2% 0.1-1% 40 30 30 30 40 

Growth of the 

bank‟s branches 
0.1-

2% 
2.1-4% 4.1-6% 6.1-8% 8.1-10% 0 0 0 0 50 

Employee 

participation in 
development 

programs 

41-48 49-56 57-64 65-72 73-80 50 30 10 20 40 

Number of 

employees using 

IT in their work 

400-
600 

601-800 
801-
1000 

1001-
1200 

1201-
1400 

10 20 50 50 40 

Perspective subtotal / year 110 110 100 120 220 

 Total scores on four perspectives 470 430 470 580 960 

  Correct     Acceptable     Inacceptable     Targeted 
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9. Findings 

The analysis reveals that the XY Bank Ltd. performance measured by the BSC 

was 470, 430, 470, and 580 for the years 2011-2014 respectively. Converting these 

scores on a 100% scale yields: 47%, 43%, 47%, and 58% for the same years. It 

seems evident that the XY Bank Ltd. performance was weak during the first three 

years of study, and fair during 2014. In general the annual average score achieved by 

the bank was 488 which indicate a weak performance. With respect to performance 

on individual perspectives, it is observed from the above table (Balanced Scorecard 

of XY Bank Limited) that the scores achieved on the financial perspective improved 

steadily from 2011-2014 with an average annual growth rate of approximately 40%. 

This finding coincides with the bank's concentration on the financial performance as 

a measure of performance. The internal processes perspective does not reveal 

significant improvements; the average annual growth rate was about 2%. In fact the 

performance of XY Bank Ltd. was hurt severely on this perspective. It is noticed that 

the growth of banking services, the credit growth, and the growth on software 

applications measures scored zero during the third year. The scores of XY Bank Ltd. 

on the customer perspective were the worst. The average annual growth rate was 0% 

during the years of study. The customers' growth measure scored zero during these 

years, the reason was that customers were skeptical about the security conditions in 

Bangladesh due to political instability, so some customers withdrew their money 

from the bank, while others found that the bank was the safest place to keep their 

money during unstable security conditions. Finally, the learning and growth 

perspective was better than the customer perspective; its average annual growth rate 

was about 3%. Most of the measures in this perspective scored 20or less out of 50. In 

specific, the growth of the bank's branches scored zero from 2011-2014, and this is 

due to the unstable security conditions which prevented the bank from opening new 

branches. 

 

10. Advantages and Disadvantages of BSC 

Balanced Scorecard model perspectives represent balancing between short-term 

and long-term goals. By combing measures form four perspectives managers can 

prevent that improvements of one segment cause losses to other segment(s). In other 

words, managers focus on nonfinancial indicators which influence bank‟s 

profitability in long run. As some most important advantages of BSC model 

following can be emphasized (Hočevar, 2007):  

  correlation and connection,  

  combination of financial and nonfinancial indicators,  

  strategy achievement and  

  usability 

The main critics or disadvantage of BSC model is that its‟ perspectives don‟t 

take into account external environment of organization (bank) such as politics, 

economy, etc. Also, sometimes there is a big number of indicators and information 

which causes big investments of money and employees. The main disadvantages of 

BSC model are novelty and comprehensiveness (Hočevar, 2007).  
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But there are more advantages than disadvantages regardless of long time needed 

for BSC model application and financial resources because by this model translation 

of vision and strategy into concrete activities is encouraged. 

 

11. Conclusion 

The purpose of this study was to increase the understanding on how the 

Balanced Scorecard approach may be developed and applied to measure the 

performance in the banking sector in Bangladesh. This study has constructed a BSC 

model that was used to measure the BBL performance. Despite the fact that the 

results of the performance of the look dim, the bank should not be accused for two 

reasons. Firstly, the security condition due to political instability was not in favor of 

XY Bank Ltd., and secondly, the bank is not aware of the BSC as a performance tool. 

The bank's administration should realize the importance of this tool as a strategic and 

valuable performance management system, and should apply it in the near future. 

The successful application of the BSC does not come from a vacuum; rather top 

management of the bank should demonstrate its commitment to the adoption of the 

BSC. It is expected that with the increased demands from stakeholders, financial 

sector analysts, educators, and practitioners the BSC shall be widely used in the 

banking sector in Bangladesh shortly. 
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