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Abstract

The Balanced Scorecard (BSC) approach to performance measurement is gaining, over the last decades, an increased popularity due its strategic
use of key non-financial measures along with the more traditional financial metrics. This dissertation outlines the process of development,
implementation, usage and later on abandon, of the BSC in a Portuguese subsidiary of a leading international pharmaceutical company. In
order to support my finding review in the existing literature on the BSC concept and highline the characteristics of this concept analyzing the
reasons of its popularity. In addition this dissertation postulates the likely impact of such a performance measurement system on the
organizational behavior and provides a framework on how the BSC implementation caneffectively help an organization in clarifying its mission
and strategy into new goals. Finally, this dissertation outlines the organizational challenges and potential pitfalls associated to the BSC
implementation.
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INTRODUCTION

The background to the present research is described. An introduction to the Balanced Scorecard (BSC) is presented followed by
illustration of the purpose and the research method of the dissertation. Finally, an outline of the dissertation is presented.
Therefore, along with the development of the status and characteristics of Listed Companies inthe pharmaceutical industry, it is
an urgent and significant issue to use scientific and effectiveevaluation methods to compare and analyze the performance of
Listed Companies in the pharmaceutical industry.

The increasingly fierce competition requires companies to take appropriate actions in order to maintain the company's survival
in accordance with the going concern concept. Therefore, to ensure its survival, the company implements various policies to
achieve its maingoals. The main objective of the company in general, namely to maximize profits achieved through increased
sales of the company's products and cost efficiency (Muda et al., 2018a). The company in maintaining its continuity is an internal
problem that is always faced as is the case when the local market is flooded with imported products coupled with competition
among local productsat very competitive prices, the continuity of the company will be guaranteed if the company isable to
generate sufficient profits so that the choice of reducing resources production capacityor the quality and quantity of production
will be avoided.

Therefore, it is necessary to have good management to achieve optimal profits and increase productivity by utilizing and
managing production factors as optimally as possible so that efficient and effective results are obtained (Muda et al., 2018b). The
development of a company is achieved, amongothers, by the creation of a good information system, the increasing and widening
level of competition causes more and more complete information to assist management in managing the company more
effectively. To achieve this goal, a company manager must be able to planand control costs, especially production costs, because
production costs are a major factor in the implementation of company production. Kaplan (2009) stated that in cost control,
management needs to set standard costs. Production cost control requires a benchmark or standard as a basis that is used as a
benchmark for production cost control. Coststhat are used as control measures are called standard costs.

Accounting for cost control not only collects information relating to costs that occurred in thepast, but also includes presenting
information on estimated costs or costs that should have occurred for certain activities, also used to compare standard costs with
actual costs. Within reasonable limits or not. The standard cost system provides guidance to management how muchit should cost
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to carry out certain activities so as to enable them to reduce costs by improving production methods, selecting workers, and other
activities (Martusa and Nasa, 2012).

Production cost control includes controlling raw material costs, wage or labor costs and factoryoverhead costs. If production cost
control is effective, this will affect the cost of the product, so that the product produced will be able to compete with other similar
products at competitiveprices. Management in carrying out its functions related to the planning and control of production costs
requires a measuring device and a pattern of implementation, among others, by using predetermined costs or so-called standard
costs. In general, production cost control iscarried out by comparing the costs sacrificed with the costs previously determined
whether they are still within reasonable limits or not. Deviations that occur must be identified quickly and analyzed so that action
can be taken as effectively as possible, standard cost determinationand cost analysis of the cost accounting function are for cost
control.

LITERATURE REVIEW
1. Standard Cost
Standard Cost Definition

Standard costing is another term for standard costing. This is a measure of the costs that must be used by companies in producing
an item or financing certain activities (Hansen et al., 2021). These costs are madebased on various assumptions, both in terms of
economy, efficiency, or other factors. Standard costing is generally at the start, its purpose is to serve as a benchmark for the
actual costing process at a later date. However, if the actual cost does not match the standard cost, then the amount that is
consideredcorrect is the standard cost, as long as the basic assumptions do not change. Then before determining the standard
cost, company managers must conduct research in advance regardingproduction operations.

In pharmaceutical companies, production costs are a major factor for companies to process products. Production cost is a very
important cost factor that always needs to be measured, controlled and analyzed, because the motivational effort to control and
account for this factor of production costs is one of the important issues that affect the management of a company.

Brewer et al (2015) translated by Hinduan and Tanujaya state that standardsare benchmarks or "norms" in measuring
performance. “Standards, or technical standards in full, are norms or requirements which are usually formaldocuments that
establish uniform technical or technical criteria, methods, processes and practices.”

Garrison, Noreen, and Brewer (2003) translated by Hinduan and Tanujaya stated that standardscan be categorized into two ideal
and practical, the explanation is as follows:

a. An ideal standard is one that can only be attained under the best conditions. This standard does not allow for machine
breakdowns or other work interruptions, and requires a certain levelof effort that can only be achieved by trained and
efficient workers working a maximum of 100% of their time.

b. Standards of practice (standards of practice) are defined as “strict but achievable” standards. This standard allows for normal
machine downtime and employee rest periods, and is achievedthrough reasonable effort and high efficiency of the average
employee. Variances from this standard reflect deviations from normal operating conditions and indicate a need for
management attention.

Hansen and Mowen (2021) translated by Kwary stated that standards are generally classified as something ideal and something
that can currently be achieved. The ideal standardrequires maximum efficiency and can only be achieved if everything operates
flawlessly. No broken, annoying machines, or lack of skill (even if only temporarily) is profitable. Current achievement standards
can be achieved by operating efficiently. Allowance is made for normal damage, glitches, lower-than-perfect skills, and more.
These standards are very challenging but achievable. Garrison, Noreen, and Brewer (2003) stated that the standard cost (price)
determines how much must be paid for each unit of input. Actual quantities and actual costs of inputs are then compared against
these standards. If the quantityor unit cost of an input differs significantly from the standard, the manager then hides the
difference. The goal is to find the cause of the problem to then solve it so it doesn't happen again. Hansen and Mowen (2021)
stated that in manufacturing companies, the standard cost per unit is the sum of the standard costs for direct materials, direct
labor, and overhead. The standard cost sheet provides the breakdown on which the standard cost per unitis based. Cost calculation
system for improving planning and control standards, as well as improving performance measurement. Standard unit is a
fundamental requirement for a flexiblecontrol system which is the key to a good planning and control system.

The balanced scorecard as an effective management and estimation tool. Companies need to set strategic guidelines and
operational objectives at all levels (Gusnardi, 2019). The balance scorecard gives that indication; it provides the link betweenthe
measurement system and the strategy. The transformation from an industrial economy to aworldwide knowledge economy
motivated us to use the BSC. Studying the level of practice of implementing responsible accounting in Jordanian banks, provides
several recommendations such as: it is necessary to set goals and budgets for responsibility centers in banks. Banks in Jordan
should be encouraged to use other modern management accounting methods in business such as the Balanced Scorecard (BSC).
Kaplan and Norton demonstrated The Balanced Scorecard (BSC) in 1992. BSC balances between financial and non-financial
indicators and measures important activities andprocesses to control the implementation of business strategy. Balance can be
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found in short term and long term goals.

BSC, a theoretical model outside the proposed BSC. Andy (1999) proposed a "performance indicator record scale" based on
Kaplan and Norton's research according to application cases, this paper summarizes experience, shows the advantages and
disadvantagesof scale performance index recording, and provides a relatively fixed picture and functional framework for
evaluation design. Company performance.

Niven (2002) published the monograph "Practical Guide to balanced scorecard", which explores the tension between BSC theory
and practice. Cheng and Hunpheys (2012) tested the role of the BSC strategy through an experimental method. Goswami (2018)
believes that BSC can be used as a strategic tool for sustainable company operations and management. The latest generation of
BSC has introduced a set of objectives that are closely related to the destination strategy — called the Destination Statement. The
lack of such statements in the Balanced Scorecard model proves to be highly demotivating to look at the bigger picture of
strategy. Furthermore, without its presence the BSC becomes static and slow.2.2.1 The Four Processes of the Balanced Scorecard

The framework of the BSC is based on the premise that the properties of the financial accounting system such as conservatism,
transaction emphasis, and monetary base unit of measurement, prevent it from measuring the key activities of the company
adequately (Lubis 2016). Rather, Kaplan and Norton suggest complementing the traditional financialmeasurement system with
non-financial measures of customer relations, internal business processes, and organization learning and growth in order to
specify what the organization expects to receive from and give to the various stakeholder groups in exchange for those groups
continued contribution toward the organization’s pursuit of its objectives.

METHODS

A descriptive approach was applied in this study through a collection of previous literature oncase studies of the pharmaceutical
industry Result and Discussion. Process and meaning (subject perspective) are emphasized in descriptive research. The
theoretical basis is used as aguide so that the research focus is in accordance with the facts in the field. The method used inthis
research is a case study study of literature. Case study research is research that is carried out intensively and in detail.

RESULTS

The results of the study show that the seven elements of the responsibility accounting model combined with the balanced

scorecard all have a positive effect on the organizational performance of companies in the pharmaceutical industry including:
1. Dividing the organizational structure into responsibility centers according to the strategy.

Assigh management to management according to the vision.

Allocating costs and revenues.

Make budget estimates according to the balanced scorecard (BSC).

Evaluating estimates with reality by BSC.

Make a BSC analysis report.

Awards based on BSC. Allocation of costs and revenues is a factor that has the strongest impact on the organizational

efficiency of pharmaceutical companies.

Nogapr~wd

DISCUSSION

Apart from 3 specific limitations, to be exposed later in this chapter, there is a significant limitation to this dissertation as an
whole by the time this study was realized the target company, Alpharma Portugal, had cease to exist. In a worldwide merge with
another pharmaceutical company, the activity, people, processes and values of Alpharma were integrated in a different cultural
and business environment. Thus, this study performed in a retrospective perspective, might have been influenced by the
absorption of the new company values, influencing peoples retrospective views over past events. In order to give the reader
additional foundations to evaluate the results from this dissertation | would like to point out some critical aspects identified
during the research process. As mentioned this study aimed to investigate the implementation of the BSC through a retrospective
analysis of peoples’ stories of the implementation, complemented by all the otherdocumental evidence.

CONCLUSION

The purpose of this dissertation is to increase the understanding of the use of a BSC ina subsidiary of an international
pharmaceutical company in Portugal. Findings from the case study show that the BSC in the company studied was used primarily
in strategy, planning, reporting and follow-up activities. In addition, the BSC was used in discussions between employees,
to disseminate information throughout and outside different department in the company, thus creating an orderliness and
understanding of the annual activities and developmental activities.

Comparing the use of the BSC with the purposes of its introduction in the company indicates that the BSC was used to fulfill its
original purposes, thus laying part of the answer to my initial research question. The findings indicate that the BSC was used as
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a strategic management system that aimed to increase company management control - the BSC was also used as an information
system from which managers receive measurable information about theoperational activities that provide the basis for follow-up,
planning and developmental activities.

The use of the BSC at Alpharma in Portugal was thus a dynamic process that involvedall employee participation and adaptations
to existing measurement systems, as well as discussions between people to create acommon framework for interpreting measures
and goalsin the BSC.

My findings show that the studied company had potential for developing the BSC to become a full integrated strategic
management system in the future. The abandon of the BSC followed by the introduction of an internal control tool, such as
Sarbanes-Oxley, revels the importance of the correct allocation of resources to the 82 maintenance of the usage of the BSC, after
is implementation. The lack of resources and the arrival of an endless and time consuming task led to the abandon of the BSC.
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