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ABSTRACT

The balanced scorecard as one of the strategic performance measurement tools has changed the face of
performance assessment in management and has been widely discussed and analyzed since Kaplan and
Norton introduced the concept in the early 1900s. However, this is not so in developing economies. In Nigeria,
particularly in the banking sector, the need to use the balanced scorecard as a basis for managing and
measuring performance is at a low. Using the stakeholder theory, this study discussed the importance of the
balanced scorecard as a tool to manage firm performance and stakeholders’ needs. It recommended that
Nigerian banks implement and fully utilize the balanced scorecard as a strategic performance tool.
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INTRODUCTION

The banking system is the artery through which the
economic lifeblood of a nation runs (Ojukwu-Ogba,
2009). The banking industry in Nigeria started
during the Colonial Era with the establishment of
colonial banks with the primary aim of meeting the
commercial needs of the Colonial Government
2015).
Oluduro (2015), the evolution of banking in Nigeria

(Oluwakayode, However, according to
can be summarily put in three phases as follows;
1892-1954, an era of free and monoculture banking,
and 1952-1985 an era of classical liberalism. Finally,
between 1986-the present, has been characterized
by a series of structural adjustment programmes,
reforms, and consolidation in the sector for sectoral
viability, and for customers’ and investors’
confidence in the system. To make the banking
system even stronger, the CBN in 2004 under the
governorship of Charles Soludo increased the
minimum capital base of Deposit Money Banks from
two (2) billion naira to a minimum of twenty-five
(25) billion, and this had an instant effect on the
sector and caused the reduction of the number of
banks in Nigeria from 89 to 25 in 2005 and later to
24 (Oluwakayode, 2015). Interestingly, Oyefesobi
and Alao (2016) pointed out that in those early days
before consolidation, banks in Nigeria were merely
production oriented (an era of designing services
without considering the relevance of such services
to the needs of their customers). Though the service
awareness of banks has improved, the dynamism of
the current crop of stakeholders (investors,
customers, competitors) shows a gulf between bank
their  stakeholders’

service orientation and

demands.

In Nigeria, 58% of customers say poor customer
service is the reason they want to switch their banks
for another (Augusto&Co, 2020). According to
Adegboyega, (2021) of the complaints filed by
consumers to the

Federal Competition and

Consumer Protection Commission in Nigeria
between January and September 2020, complaints
about banks took a third (33%) of the total

complaints. Studies reveal that most of the Deposit

Money Banks in Nigeria find it difficult to meet the
expectations of their customers and thus resulting
in a decline in customer satisfaction and loyalty in
the long run (Binuyo & Itai, 2020). In addition to
COVID-19 and its attendant economic contraction,
there is a heightened risk for Nigerian banks with
reducing fees and trading income as well as
pressure on net-interest income. This is in addition
to high credit losses and their attendant impact on
overall asset quality, capital, and liquidity (PWC,
2020). More so, there are concerns about currency
risk for many banks with foreign exposure
considering the upward adjustment of exchange
rates as well as the huge concerns for cyber-attacks
as banks have opened their IT networks to
accommodate remote working (KPMG, 2020). This
shows that banks’ important role in Nigeria’s
economy will be threatened without rethinking how
to strategically

delivery in a manner that conforms to the market's

realign operations and service

expectations. This is explicitly articulated in Ejoh
and Sackey (2014) that the stability of banks or the
financial system is invariably the stability of the
economy, and corroborated in Ariguzo, Abimbola,
and Egwakhe (2018) that the success of businesses
plays a crucial role in the growth of nations.

To meet the needs of their increasingly dynamic
banks then need to understand
stakeholders’ demands both from a financial and

stakeholders,

non-financial perspective. And one such model for
measuring both financial and non-financial

perspectives of performance is the balanced
scorecard. The balanced scorecard (BSC) is one of
the strategic performance measurement systems
(SPMs) used to replace the traditional performance
reporting approach that focuses only on financial
measurement. It incorporates both financial and
non-financial variables to measure performance and
views the business comprehensively from four
different perspectives (financial, customer, internal
processes, and learning and growth) (Khan & Shah,
2011; Tarurhor & Osazevbaru, 2019). It is one of the
modern methods of evaluating the performance of

the institution, and it allows multiple aspects of
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performance evaluation so that the institution can
review its work with a holistic view in order to
achieve its strategic goals (Shehada, El-Talla, Al-
Shobaki, & Abu-Naser, 2020). However, according to
Afande (2015), despite the wealth of research on
the balanced scorecard in developed economies,
little research has been undertaken in emerging
economies. Research on the balanced scorecard in
developing countries, in general, is terse, and very
scanty (Ajibolade & Oyewo, 2017). Therefore, the
researchers sought to fill this gap in the literature.

Problem Statement

Though many sectors of the economy depend on
the banking sector, banks in Nigeria are yet to
realize their full potential, because they lack the
right banking orientation, and this has resulted in a
loss of confidence by the public (Adefulu, Makinde,
Nwankwere, Enyinnah, Onyia, & Akande, 2022;
Ademola, Olusegun, & Kehinde, 2013). From a
financial perspective, Anyalewechi, (2021) pointed
out that of the thirteen banks quoted on the
Nigerian Stock Exchange only five banks (Access
Bank Plc, UBA Plc, Zenith Bank, Stanbic IBTC, GT
Bank) recorded a return on equity higher than 10%
for the year ended 2020. In 2019, Proshare (2019)
reported that the returns on bank stock market
prices had dropped lower than historical averages
as of year-end. It further reported that of the
thirteen banks listed on the Nigerian Stock
Exchange, only three offered a positive return year
to date, and of those, only one offered a return
ahead of the inflation rate. This marked difference
shows why most investors would prefer to invest in
other African countries. A report by European
Investment Bank (2020) revealed that Ghanaian
banks have had a better core tier 1 capital at 13.5%
(2017) and 18.3% (2018) compared to Nigeria’s
8.4% (2017) and 13.5% (2018). According to
Agusto&Co. (2020), the banking sector in Nigeria
will need to recapitalize in the short to medium
term, however, this will be challenging considering
the current environment and weak investor
sentiments. In a review of the customer perspective
of banks, KPMG (2019) reported that the customer

experience of bank customers in Nigeria dropped
from 2017 to 2019. The
customers into three, retail, SME, and wholesale.
Retail as of 2017 stood at a 69.8% satisfaction rate,
it increased in 2018 to 73.9% and dropped to 72.1%
in 2019. SME showed steady decline with 72.5% in
2017, 71.8% in 2018 and 70.7% in 2019. Wholesale
revealed a steeper fall, with 71.5% satisfaction
recorded in 2017, 71.2% in 2018, and 67.3% in
2019. The dissatisfaction crystalizes when vyou

report segmented

consider the general service quality within the
sector (Enyinnah, Adefulu, Nwankwere, Makinde,
Onyia, & Akande, 2022). With regards to the
internal  business  perspective, International
Fund (2019)

technological readiness of Nigeria stood at 3.0 on a

Monetary reported that the
scale of 7, which is lesser compared to Senegal with
(3.3), Algeria (3.4), Ghana (3.6), Kenya (3.7),
Morocco (3.8) and South Africa (4.6). As a service-
driven sector, banking needs knowledgeable
manpower to meet customers’ needs. However,
over the years the perennial poor quality of service
has exposed a lot of things about the sector-that it
suffers from a dearth of skills (Nweze, 2015).
Accordingly, the Central Bank of Nigeria pointed out
that the skill gap in the sector manifested in many
ways like, the lack of in-depth knowledge of core
banking functions and poor understanding of basic
banking operations; poor understanding of banking
regulations; and knowledge gaps in financial and
treasury management (Nweze, 2015). This is in
addition to the recent trend in the name of the
great resignation where talented bankers have left
the post for greener pastures (Onu, 2022). This
points to the need to improve the learning and
growth perspective of deposit money banks in

Nigeria.
LITERATURE REVIEW

Theoretical Foundation

Stakeholder Theory

Stakeholder research can be traced to Edward
Freeman’s seminal book strategic management; a
stakeholders’ approach published in the mid-1980s
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(Scholl, 2001). The basic idea of the stakeholder
theory is that the firm’s success is dependent upon
the successful management of all the relationships
that a firm has with its stakeholders. Stakeholders
are the groups or individuals, within or outside the
enterprise, that have a stake and/or that can
influence the organization’s performance. In other
words, the stakeholder theory assumes that firms
have the ability to influence not just society in
general but its various stakeholders in particular
(Olasunkanmi & Asaolu, 2019; Oluwarantimi &
Mbah, 2019).

In line with the study and stakeholder theory, the
concern of managers is how internal (employees)
and external (shareholders and customers)
stakeholders of the firms are given significant
consideration to improve firms’' efficiency and
productivity (Khan, & Waheed, 2018).

According to Truong, Nguyen, and Duong (2020),

Yang,

stakeholder theory is used to explain the application
of the
performance because it considers both the internal

balanced scorecard in evaluating
and external perspectives of the firm. In other
words, the stakeholders will influence or remain
under the influence of the firm as the relationship
between the firm and various groups shapes market
behavior, which in turn affects firm performance
(Mazur, Ciechorzewska, & Mazur-Malek, 2020).
that,

stakeholders can

Accordingly, stakeholder theory submits

continuous  pressure from
motivate organizations to adopt different strategies
2019) to

performance. Hence, Harrison, and Wicks (2013)

(Kowalczyk & Kucharska, improve
posit that the stakeholder-based perspective is
based on the core ideas that all of the firm's
legitimate stakeholders have customer-like power to
engage or not to engage with a firm and that the
utility that is created for one stakeholder is
dependent, in part, on the behavior of the firm's
other stakeholders (Abbasi, Umer, Sohail, Tang,
Ullah, & Abbasi, 2019).

Performance Measure

Performance is the crux of all activities in

organizations and it is a relative concept/term used

in many areas to describe how actions realize their

objectives because the management of it
determines the survival of an organization (Sawaean
& Ali, 2020; Syahdan et al., 2020). In Vij and Farooq
(2015), business performance is seen as the degree
to which the organization is able to meet the needs
of its stakeholders and its own needs for survival. In
other words, the need to measure an organization's
performance remains validly imperative for at least
one reason: the stakeholders need to know whether
or not the organization is fulfilling its purpose (Etim
& Agara, 2011). As long as business organizations
have existed, the traditional method of
measurement has been financial (Niven, 2002).
However, traditional financial accounting measures
like return on investment (ROI) and earnings per
share (EPS) can give misleading signals for such
activities, and is not consistent with today’s
business realities as today’s organizational value-
creating activities are not captured in the tangibles,
like fixed assets, but in the values that rests in the
ideas of people scattered throughout the firm
(Agyeman, Bonn, & Osei, 2017; Niven, 2002). And
this has raised a debate among scholars on the
regard to its

and evaluations

concept of performance with
conceptualization, dimensions,
(Bourne, Pavlov, Franco-Santos, Lucianetti, & Mura,

2013).

The complexity of managing an organization in
today’s changing business environment has not
helped, as managers are required to view the
performance of the businesses from several areas at
once (Agyeman et al., 2017). This has contributed to
the debate on the growing importance of non-
financial performance measures against financial
measures, and scholars at least agree, that business
organizations are set up with the aim of making a
profit and improving their performance (Bello,
Fairol, & Ahmad, 2017; Ajibolade & Oyewo, 2017).
In their study, Nasir, Al-Mamun, & Breen, (2017)
submit that firm performance is a multidimensional
construct consisting of revenue and cost-based
customer-related

financial performance,

performance, innovation-related performance, and
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employee-related performance. In line with this, the
researchers postulate that in order to gain a better
understanding, and measure of organizational
performance, Nigerian banks should embrace both
non-financial

the financial and aspects of

performance.

Balanced Scorecard

The balanced scorecard (BSC) is one of the strategic
performance measurement systems (SPMs) used to
reporting
financial

replace the traditional performance

approach that focuses only on
measurement. It incorporates both financial and
non-financial variables to measure performance and
views the business comprehensively from four
different perspectives (financial, customer, internal
processes, and learning and growth) (Khan & Shah,
2011; Tarurhor & Osazevbaru, 2019). It is one of the
modern methods of evaluating the performance of
an institution, and it allows multiple aspects of
performance evaluation so that the institution can
review its work with a holistic view in order to
achieve its strategic goals (Shehada, El-Talla, Al-
Shobaki, & Abu-Naser, 2020).

The balanced scorecard was developed to overcome
deficiencies in the financial accounting model,
which fails to signal changes in the company’s
economic value as an organization makes
depletes  past

investments) in intangible assets, such as the skills,

substantial  investments  (or

motivation, and capabilities of its employees,

customer acquisition and retention, innovative

products and services, and information technology

(Kaplan, 2001). Taking into account the four
perspectives of the balanced scorecard; the
financial perspective conveys the economic

consequences of the actions already taken by the
organization and focuses on profitability-related
measures on which the shareholders verify the
success of their investment (Abofaied, 2017). The
financial performance measures indicate whether
the company’s strategy, implementation, and
execution are contributing to the bottom-line
improvement (Kaplan & Norton, 1992). Therefore,

under this perspective managers are required to

generate measures that answer the question: To
should organizations
2018). The
strategic indicators to consider are, return on capital

succeed financially, how

appear to shareholders? (Hamdy,
employed, return on equity, market value, cost
reduction, and revenue growth rate (Shibani &

Gherbal, 2018; Zizlavsky, 2014).

The customer perspective measures the entity’s
performance with targeted customer and market
segments by using such outcome measures as
market share, customer retention, new customer
profitability.  This
also measure the

acquisition, and customer
perspective should

proposition—how the organization creates value for

value

its targeted customers (Kaplan, 2001). Customers’
concerns tend to fall into four categories: time,
quality, performance and service, and cost (Kaplan
& Norton, 1992). And the strategic indicators to
consider will be customer retention rate, market
share, customer acquisition (number and quality),
customer loyalty, and customer satisfaction (Shibani
& Gherbal, 2018; Zizlavsky, 2014).

The internal business process provides the
organization with the means by which performance
expectations may be accomplished, and the central
theme of this perspective is the results of the
internal processes which lead to financial success
and satisfied customers (Babar & Akter, 2016). The
internal measures for the balanced scorecard
should stem from the business processes that have
the greatest impact on customer satisfaction.
Therefore, companies should decide what processes
and competencies they must excel at and specify
measures for each (Kaplan & Norton, 1992). The
strategic indicators for internal business processes
are new product profitability, R & D efficiency (time
to market), investment in technology, productivity
and cost reduction, innovativeness, providing
responsive service, and percentage of resources to
sustain existing products (Shibani & Gherbal, 2018;

Zizlavsky, 2014).

The learning and growth perspective considers the
flexibility of a firm and its adaptability to changes in
the business environment (Etim & Agara, 2011).
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Learning and growth perspective is the foundation
that companies have to produce in order to
determine long-term enhancement and growth
because it not only encompasses employee skills,
framework, and structure but also the efficiency of
data and activities that support the achievement of
the company’s aims (Shibani & Gherbal, 2018). A
company’s ability to innovate, improve, and learn
ties directly to the company’s value (Kaplan &
Norton, 1992). And the strategic indicators for
learning and growth will include employee
retention, employee development, strategic skill
coverage ratio by competency category, training and
development, knowledge, and creativity (Gupta,

Maheshwari, & Sharma, 2018; Zizlavsky, 2014).

It could be argued that the balanced scorecard is

one of the most important measurement

techniques in strategic management literature
because of its ability to incorporate both financial
and non-financial variables in  measuring
organizational performance. However, the balanced
scorecard has been criticized by some scholars who
note that there is no cause-and-effect relationship
between some of the suggested areas of
measurement (Hamdy, 2018). Nevertheless, BSC is
an adequate tool that translates an organization’s
vision and strategy into a comprehensive set of
performance indicators that provides a framework
for assessing its strategy and management system
(Isoraite, 2008; Zizlavsky, 2014). In other words, the
balanced scorecard emphasizes translating the
organization’s strategy into a set of objectives for
each of the perspectives, that allows members to
communicate with each other and perceive their
contribution to the scope of the organizational
mission (Khan & Shah, 2011; Quesado, Guzman, &

Rodrigues, 2018).

Empirical Review

Scholars have examined the balanced scorecard as a
tool to manage and/or measure performance over
(2011)
examined the balanced scorecard with a view as the

time. In their study, Etim and Agara

new performance management paradigm for

Nigerian firms. The study found that firms that have

implemented the balanced scorecard have indicated
recovery from their otherwise abysmal performance
conditions and reverted their loss situations too.
Similarly, Quesado et al. (2018) investigated the
advantages and contributions of balanced scorecard
The result concluded that the
scorecard is

implementation.

balanced more than a simple
performance evaluation system, it has become a
true strategic management tool able to clarify and
translate the mission and organizational strategy,
making possible the communication process,
strategic alignment, and organizational learning.
Zahoor and Sahaf (2018) investigated the causal
linkages in the balanced scorecard. The findings
show that employee learning and growth positively
influence the internal business processes which in
turn influence the customer perspective. Equally,
the customer perspective has a significant positive
influence on financial performance. Furthermore,
the study found that internal business processes
mediate the relationship between employee
learning and growth and customer perspective.
Also, the relationship between internal business
processes and financial performance is significantly
mediated by the customer perspective. These
scholars point to the relevance of the balanced
scorecard as a useful tool to measure performance.
Their findings show the relationships between the
four perspectives of the balanced scorecard and
their interaction with the firms' objectives. As a
tool, it provides a holistic view of performance as it

relates to the firm’s stakeholders.

In another study, Alani, Khan, and Manuel (2018)
examined university performance evaluation and
strategic mapping using the balanced scorecard. The
findings show that there is a strong association
between the strategic road map and the four
perspectives of the balanced scorecard. Rafig,
Zhang, Yuan, Naz, and Magbool (2020) explored the
impact of the balanced scorecard as a strategic
management system tool to improve sustainable
development. The findings show that the balanced
indicated a influence on

scorecard positive

sustainable development. In addition, organizational

The Strategic Journal of Business & Change Management. ISSN 2312-9492 (Online) 2414-8970 (Print). www.strategicjournals.com




performance depicted partial mediation between
the strategic management system and sustainable
development. From a stakeholder perspective, the
balanced scorecard provides direction to the
shareholders on where to focus resources, the
customers. The customers’ need in turn directs the
management on where to improve, internal
processes. Internal process improvement shows an
area of weakness in knowledge, that requires
knowledge advancement through Ilearning and
growth. With advanced knowledge (learning and
growth), firms are able to deploy complex strategies
to gain a competitive advantage. This in turn propels
better financial performance which encourages
shareholders’ commitment both in the short and
long term. Accordingly, Vladimir, Mercedes,
Francisca and Jose (2020) analyzed the balanced
scorecard as a key tool for strategic learning and
strengthening of business organizations. The study
revealed that the balanced scorecard as a tool is
contribution  to

considered an  important

organizational management with high satisfaction

for its use.
This is further buttressed in other studies.
Malagueno, Lopez-Valeiras, and Gomez-Conde

(2018) examined the balanced scorecard in SMEs,

and its effect on innovation and financial

performance. The study found that firms using the
scorecard for feedforward control
better

presented higher levels of exploitative innovation. It

balanced

obtained financial performance and
also found that the positive effect of the balanced
scorecard on perceived and attained financial
performance is stronger in more established SMEs.
Olasunkanmi and Asaolu (2019) investigated the
balanced scorecard and private universities’
performance in South-West, Nigeria. The study
found that the balanced scorecard is suitable and
private universities have the capacity to implement
the system for performance evaluation. Similarly,
Khaled and Bani-Ahmad (2019) aimed at identifying
the extent of the use of the balanced scorecard in
the housing bank for trade and finance. The study

found that the use of the balanced scorecard came

in line with its strategic plans, and the financial
performance of the bank was superior in the
banking sector.

In addition, lbrahim and Murtala, (2015) examined
the relevance of the balanced scorecard as a
technique for assessing performance in the Nigerian
banking industry. It found that the sampled banks
recognized the relevance of using the balanced
scorecard for performance measures. Similarly,
Ajibolade and Oyewo (2017) evaluated the extent of
performance disclosure by Deposit Money Banks in
Nigeria. The study found that banks in Nigeria have
not fully embraced multi-perspective performance
measurement; while the extent of disclosure from
the financial perspective was high, the banks have
not done well in the area of disclosure from the
other perspectives. The level of disclosure ranged
from moderate to low in the descending order of;
customer, learning & growth, and internal business
process perspectives respectively. The findings
presuppose that Nigerian banks understand and use
the balanced scorecard to some extent. However, in
considering and using all four perspectives, the
institutions saddled with the responsibility of being
the vein of the economy have underutilized the
balanced scorecard, thereby reducing its potency to
financial activities alone.

METHODOLOGY

This study used the literature review method.
According to Snyder (2019), literature review as a
research method is relevant in today’s world and by
integrating findings and perspectives from many
empirical findings, a literature review can address
research questions in a succinct way. The aim of the
study was to answer two main questions; is the
balanced scorecard a useful tool for performance
should
deposit money banks in Nigeria use it? To answer

measurement and management, and
these questions, the study first examined studies
that considered the balanced scorecard a tool to
measure and manage performance. Second, it
reviewed studies that examined the balanced
scorecard usage among Nigerian deposit money
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banks to provide a context within the banking
sector.

CONCLUSIONS AND RECOMMENDATIONS

The importance of the balanced scorecard cannot
be over-emphasized as a tool to manage and/or
measure bank performance in alignment with the
needs and desires of stakeholders. Prior studies
show that the balanced scorecard is a strategic tool
that has improved firm performance for institutions
that utilize it. However, studies also show that
Nigerian banks have not fully embraced this tool or
rather underutilize the tool and as such, do not
satisfy all its stakeholders. We recommend that
Nigerian banks not only adopt the balanced
scorecard but also implement the ideas behind the
concept to satisfy their stakeholders and achieve
their short and long-term strategic goals.

Managerial Implications

Banks are generally performance-driven. This means
that, shareholders, directors, management, staff,
and customers all want results. To meet the needs
of the various stakeholders, managers must see the
balanced scorecard as a veritable tool to help
measure and manage performance. One way is for
managers to understand the interaction between all
stakeholders and align strategic and operational
activities to meet the desires of the stakeholders. In
other words, managers must integrate customer
wants, shareholders, and staff desires into day-to-
day activities. This means that in order for managers
to make good returns for their shareholders
(financial perspective), customer needs (customer
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