
Management Accounting Principles: Balanced
Scorecard in Accounting
Management accounting is a critical component of any successful
business. It provides managers with the financial and operational
information they need to make informed decisions about their
organizations. One of the most popular management accounting tools is
the balanced scorecard. A balanced scorecard is a performance
measurement system that helps managers track their progress towards
achieving their strategic goals. It is a comprehensive tool that can be used
to measure both financial and non-financial performance.

History of the Balanced Scorecard

The balanced scorecard was developed in the early 1990s by Robert
Kaplan and David Norton. They were looking for a way to measure the
performance of organizations that went beyond traditional financial
measures. They believed that traditional financial measures, such as profit
and loss, did not provide a complete picture of an organization's
performance. They also believed that non-financial measures, such as
customer satisfaction and employee morale, were important for long-term
success. They developed the balanced scorecard to provide a more
comprehensive view of an organization's performance.
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The Four Perspectives of the Balanced Scorecard

The balanced scorecard is based on four perspectives:

Financial perspective: This perspective measures the financial
performance of an organization. It includes measures such as profit and
loss, return on investment, and cash flow.

Customer perspective: This perspective measures the satisfaction of an
organization's customers. It includes measures such as customer
satisfaction, customer loyalty, and market share.

Internal process perspective: This perspective measures the efficiency
and effectiveness of an organization's internal processes. It includes
measures such as cycle time, quality, and cost.

Learning and growth perspective: This perspective measures the ability
of an organization to learn and grow. It includes measures such as
employee training, research and development, and innovation.

Benefits of the Balanced Scorecard

The balanced scorecard provides a number of benefits for organizations,
including:
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Improved strategic planning: The balanced scorecard helps managers to
develop a clear and concise strategic plan. It provides a framework for
aligning the organization's goals and objectives with its financial and
operational activities.

Improved decision-making: The balanced scorecard provides managers
with the information they need to make informed decisions about their
organizations. It helps them to identify the key performance indicators that
are most important to their success.

Improved performance: The balanced scorecard helps managers to
improve the performance of their organizations. It provides them with the
tools they need to track their progress and identify areas for improvement.

The balanced scorecard is an important management accounting tool that
can help organizations improve their performance. It provides a
comprehensive view of an organization's performance and helps managers
to make informed decisions. If you are not already using a balanced
scorecard, I encourage you to consider implementing one. It is a valuable
tool that can help you to improve the performance of your organization.
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