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ABSTRACT--- The aim of this research is to articulate and 

test the relationships between corporate culture and the use of 

Balanced Scorecard (BSC). The framework of this research is 

centered on the contingency theory. Corporate culture involves 

four traits, which are adaptability, involvement, consistency, and 

mission, while BSC consists of four viewpoints such as financial, 

customer, internal business processes and learning and growth. 

The Smart PLS was used in analyzing the data collected from 

Iraqi manufacturing firms through a questionnaire. The results 

of a survey reveal that is a positive relationship exists between 

corporate culture and the usage of BSC. The outcomes add to the 

understanding in strategic management accounting as there is 

limited evidence on the link between corporate culture and BSC, 

particularly in Arab countries. This study shed a light on the 

importance of corporate culture and its effect on BSC. 

Index Terms: Balanced Scorecard, Corporate Culture, Iraq 

I. INTRODUCTION 

Ever Since the initiation of the balanced scorecard (BSC) 

by Kaplan [1], this tool has been received enormous interest 

from scholars and experts. This is due to the claim by [1] 

that BSC has a power to enhance organizational 

performance through a causal relationship of four 

viewpoints (financial, customers, internal business and 

innovation & learning) in BSC. The BSC helps the 

organisation to implement its business strategy, where the 

strategic objectives, criteria, and actions plans are 

formulated in each perspective [2]. The balanced scorecard 

(BSC) has become one of the key agenda for the managers 

of all organizations [3]. Many organizations nowadays 

attempt to enhance their performance by using strategic 

performance measurement system such as BSC. The top 

management must have the ability to recognize firm 

activities and the relevant strategies to assist firms in 

maintaining its long term performance [4]. For instance, 

companies should give adequate consideration to sustaining 

an efficient performance measurement system (PMS), as 

this is vital for their existence [5]. 

Traditional PMS that solely rely only on financial 

measures had been argued to unable to support strategic 

decision making due to several factors such as unable to 

provide accurate information for decision making; does not 

take into account the necessities of today’s organization and 

policy; and, promotes short-term thinking and sub-

optimization [2]. However, organization nowadays are 

operated in different situations where the business  
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environment is fast changing because of competition, 

technology, and customer. Regarding this, the organization 

needs to manage unmeasurable activities such as innovation 

and human capital. Under the new kind of economic 

environment, organizations had to pay attention to the 

factors that nurture innovation, for example, knowledge, 

new technologies and software products and corporate 

culture [2]. Consequently, traditional PMS has become less 

relevant in this situation. 

Kaplan [6] claimed that BSC is a strategic control 

mechanism. The BSC contains four viewpoints- financial, 

customers, internal business process and learning and 

growth. The idea of the BSC enables organizations to 

achieve a cohesive and supported balanced emphasis among 

these four viewpoints, which jointly reinforce the 

accomplishment of the company's vision [7]. These four 

perspectives are a blend of lagging measures (financial) and 

leading measures (customer, internal business and learning 

and growth). This will aid the organization to achieve short-

term objectives without sacrifice long-term goals. Through 

the balancing between financial and non-fiscal measures, an 

organization can evaluate its accomplishment in developing 

vital resources, essential in terms of its plan to maintain a 

competitive advantage. By adopting BSC approach, the 

organization may necessitate some considerable shifts in 

culture, because BSC necessitates insight, dedication, and 

assistance from the very pinnacle of the business and all 

levels of employees [7]. There is evidence that BSC is an 

important source to improve organizational performance 

[8]-[10]. 

This study was motivated by the recent and extensive use 

of BSC. The current study examined the practice of BSC 

using contingency theory, which opines that the layout and 

utilization of performance measurement based upon 

organizational and environmental settings [11]. 

It is conjectured that an improved match amongst BSC 

and relative variables such as corporate culture, precedes 

enhanced corporate performance [12]-[13], whilst 

inadequate fit signifies reduced performance. 

Despite the importance of BSC, the important part of 

corporate culture in activating the role of BSC, and 

considered as an immersed topic for achieving 

organizational excellences [14]-[16]. However, there is an 

apparent shortage of research centering on the connection 

between corporate culture and the usage of BSC. For  
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example, Rababah [16] mentioned that there have been very 

few empirical researches on the relationship between 

organizational culture and BSC. Therefore, the objective of 

the paper is to examine the connection between corporate 

culture and the usage of BSC from the context of Iraq. 

This paper examines corporate culture as a conditional 

variable that is expected to affect the frequency of treatment 

of performance measures for the following reasons. Firstly, 

few of the previous studies have investigated this factor. 

Secondly, this factor is important with respect to Iraqi 

companies in order to open the way for this study to be 

compared with other studies in other sectors and countries. 

In perspective on the above mentioned, the rest some 

portion of this study is organized as pursues: The following 

part talks about the review of the literature and theoretical 

framework and development of suppositions. The area that 

pursues finishes up and creates future exploration 

suggestion. 

II. LITERATURE REVIEW 

A. Balanced Scorecard (BSC) 

The BSC is a broad context that interprets the company’s 

strategic goals into a comprehensible set of performance 

instruments [17].  Simons [18] looks at the BSC as that 

performance measure which interconnects the numerous 

associated goals that firms must accomplish to compete 

centered on their intangible resources and innovations. After 

more than 20 years since been introduced, BSC has 

continuously produced immense curiosity in academia and 

industrial arenas [19]-[20]. The BSC was developed to 

overcome the weakness of traditional fiscal measures, which 

are oriented to the short term, have a limited focus and are 

deemed insufficient for assessing total continuing company 

performance [1], [21]. The BSC is a holistic PMS tool as it 

contains both fiscal and non-fiscal measures organized 

usually into four viewpoints (financial, internal business, 

customer, and, learning and growth) to deliver top 

management with a quick and thorough picture of the 

company [1],[21]. Additionally, BSC gives benefits to 

organization to better understand its clienteles and markets, 

facilitates to concentrate on what is essential, and enhances 

worker enthusiasm and work satisfaction [22]-[23].  

In general, it is acknowledged that organizations which 

execute formal PMS adjusted as far as financial and non-

financial related pointers will remain in front of their rivals 

[24]. BSC demonstrates the balanced contemplations that 

are given to the long and short term fiscal and non-fiscal 

goals of the firms. In light of the organization of BSC, its 

suggestion is that organizations utilizing it must contemplate 

equally long haul and transient fiscal and non-fiscal. Various 

examinations in the area of management accounting and 

others have set up a connection between the BSC and 

company performance [25]-[26]. 

BSC encompasses four alternate points of view, including 

learning and growth; internal business process; customer; 

and financial perspective [1]. Learning and growth are 

viewed as the spine for the effective usage of BSC, as it 

causes workers to adopt new abilities and data frameworks 

[27]. The perspective emphasizes the ability to change and 

improve. This will be reflected in employees’ abilities. 

Information systems resources, employee motivation, 

empowerment and orientation [1]. The suggested measures 

such as a number of suggested improvements per employee, 

employee turnover, employee satisfaction, and hours of 

training for each employee. The internal business process 

perspective focuses to satisfy shareholders and customers 

[1]. It connects to the productivity and efficiency of 

organizational processes. The managers need to identify 

critical internal processes and develop a strategy to enhance 

customer satisfaction. Some examples of measures are the 

ratio of sales from innovative products, time to developing 

the next generation of product reworks, yields and returns. 

The customer perspective is related to customer satisfaction, 

which is in order to attain organizational vision, how should 

company seem to its clients [1]. In this viewpoint, the 

managers need to recognize the consumer and market 

segments that they want to enter. It captures the capability of 

a company to deliver quality products, efficiency of their 

distribution and whole customer assistance and satisfaction. 

Choosing measures from the customer perspective, a BSC, 

depend on the sort of clients and their wants in light of the 

worth that the association is giving to them [28]-[29]. The 

dimensions for this perspective can be products/services 

aspects, customer relations, and image and repute [7]. The 

financial perspective covers organizational financial goals 

[1]. This perspective uses historical traditional fiscal 

measures such as profit, ROI, and ROA. Various categories 

of measures are employed for each assessment – exterior, 

interior, result measures, performance drivers, objectives 

and particular measures that are related to one another via 

cause-and-effect links to the overall fiscal goals [21]. 

These four viewpoints are utilized as the all-inclusive 

performance measures assisting the organization to stay on 

course of action. Given the importance of BSC, there is a 

solemn requirement for broad research especially in the area 

of accounting but knowledge has shown that pragmatic 

assistance in this viewpoint is very limited thereby 

suggesting ongoing research [26]. 

The studies on BSC are limited in the Arab countries. 

Given the changing in Arab countries’ business 

environment, there is a need for future research to 

investigate performance measurement practices such as BSC 

and other management accounting techniques and practices 

in Arab countries and to assess the impact of various 

contextual factors on their usage [30]-[31]. 

A. Corporate Culture 

Corporate culture as defined by Branine [32] is the 

“consists of shared vision, systems, processes and 

procedures”. These four aspects are shaped by the 

individuals on whom the organization relies on, from the 

ideas of the establishment members or managing directors 

of the company to the process being carried out by 

personnel at the shop-floor level” (p. 21-22). Likewise, Uttal 

[33] argued that corporate culture is a scheme of common 

values and principles, which has an interaction with 

employees; it shapes their behavior, structure of the  
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organization, and control systems. Thus, it would be right to 

say that corporate culture represents a complicated whole - 

that is full of principles, values, expectations, images, and 

characteristics that determine the behavioral styles of an 

organization - of which coordinates the level of interaction 

among various actors (the employees, consumers, suppliers, 

and competitors of the organizations) to affect the firm 

performance [34]. 

The most precise and compact description of corporate 

culture is given by Schein [35], who emphasized that culture 

of an organization is the circumstantial arrangement which 

is composed of a series of presumptions that are vital for the 

success of an organization. Such a circumstantial 

arrangement might be established or conceived by a specific 

unit in order to cope with a critical situation, created during 

the adaption phase. This framework is accomplished in the 

course of time, it is the total of a succession of creative 

perceptions, thinking, and attitude. This is thought to be 

valid for problem-solving when these characteristics are 

transferred to the new employees who join the organization 

at a later stage. 

According to the literature on firm behaviour, corporate 

culture has four distinct characteristics. The first 

characteristic is the phenomenon of shared values [36]. The 

second attribute of corporate culture is that it has less visible 

levels [36]. The third attribute of corporate culture is that 

up-coming employees learn the prevailing culture [36]. The 

fourth and final attribute of corporate culture is that it 

changes very slowly [36]. The synthetic structure is that it is 

formed by the employees of an organization who usually 

share similar values like beliefs, and move collectively 

towards the achievement of a common goal [37]. 

Corporate culture is, therefore, a sustaining set of 

fundamental principles, beliefs, understandings, and 

methodologies that differentiate the organization and its 

representatives from others [38]. Generally, it is the 

argument of many researchers that success-oriented culture 

of an organization leads to effective firm performance [39]. 

According to this context, the influence of corporate culture 

over the performance of organizations has been analyzed 

with different variables in many studies [40]. Ultimately it 

was established that corporate culture leads to competitive 

advantage (e.g. Acar [37]). 

On the other hand, Denison [41] argued that four traits of 

corporate culture could be identified, and these four traits 

have a major impact on firm performance. These four traits 

are 1) flexibility, 2) participation, 3) mission and 4) 

reliability. Adaptability refers to the capability to perceive 

the external environment; responding internally to 

customers, and the reaction to both internal and external 

customers. These require abilities like restructuring and 

reorganizing, and, without these abilities, an organization 

will find difficulty in gaining success [42]. The theory of 

involvement argues that a feeling of possession and 

accountability can be created in the employees by involving 

them in the decision-making procedure [39], [43]. In line 

with this theory, employees who have high involvement in 

the process of decision making and have autonomy usually 

perform better [44]. A mission statement provides the 

purpose for the survival of an organization via its social role. 

It also provides direction and clarity necessary for firm 

performance. Organizations succeed when they are goal 

oriented [41], [44]. That is to say, the goals of organizations 

should be coordinated and aligned with the organizational 

structure and positive behaviors of employees [45]. A strong 

and positive culture that includes shared beliefs and values 

among the employees of an organization assists them in 

coordinating their functions [44]. The success of 

organizations is dependent on continuity. The basic concept 

implies an implied control system that is based on 

internalized values. Internalized values are effective means 

for the development of coordination between rules and 

regulations and external control systems [41]. Because the 

aim of the current research was to analyze the influence of 

corporate culture on the performance measurement system, 

the study focused on Denison’s [41] cultural dimensions. 

B. Corporate Culture and Balanced Scorecard 

Literature has indicated proof that the achievement of 

BSC usage is connected with corporate culture. Without a 

doubt, Kaplan [46] (p. 56) saw that organizations with 

fruitful BSC usage "had a culture wherein individuals were 

profoundly mindful of and disguised the mission, vision, 

and basic beliefs expected to execute the organization's 

technique". In connection to this, having persuaded that 

information has turned into a reason for rivalry. As per this, 

BSC can be viewed as a pointer of the corporate culture. 

Thus, by considering BSC including money related and non-

monetary measures, we can get a few impressions about 

social typologies of associations, and how these measures 

are utilized by the executives. In this specific situation, it is 

conceivable to contend that BSC has a positive connection 

between control esteems culture and conventional PMS 

[47]. The fundamental driver of this is the hypothetical 

connection is that both of two spotlight on ideas, for 

example, control, dependability, chain of importance 

correspondence shapes in hierarchical administration. 

In any case, nonfinancial execution estimates center 

around procedure and in this setting underline things like 

investigating constantly vital needs, real and twofold 

confronted input, adaptable and casual control [48]. 

Furthermore, the basic purpose of BSC is to transform 

organizations according to firm change, which is considered 

as the aim of the corporate culture. By implementing BSC 

the environment of business organizations has changed to 

the knowledge-based environment [49]. BSC has the 

capability to link cause and effect model with tangible and 

intangible assets [49]. This is the core cultural element that 

should be inculcated for value creation. At the same time, 

Brown [50] suggested that embedding the values in BSC is 

compulsory for success. The researcher has also perceived 

culture as such a distinct characteristic which cannot be 

replicated by any organization. Communication between 

leaders and followers also plays an important role in the 

successful implementation of BSC. If the communication is 

poor then the employees may be restrictive in adopting a 

new culture and will resist BSC. Employees resist BSC 

because they feel that the implementation of BSC is useless.  
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Carmona [51] and Woodley [52] highlighted that corporate 

culture has a very important role while implementing BSC. 

The researchers also demonstrated that firm success is 

highly dependent on corporate culture. 

The successful implementation of BSC is highly 

dependent on the culture where mission, vision, and 

objectives are translated into actions [46]. Researchers have 

also shown that the culture of the organization directly 

influences the implementation of BSC [53]-[54]. Based on 

the above explanation, the following hypothesis has been 

developed on the corporate culture and use of BSC. 

H1:  

 There is a positive relationship between corporate culture 

and the use of BSC 

 

 
Fig.1.Research Framework 

III. METHODOLOGY 

This paper adopted a quantitative research design. Data 

were collected from 301 manufacturing companies in Iraq 

which represent 49.83% of the population. Smart PLS in this 

study was used to analyze the data.  The two-steps analytical 

approach as suggested by Chin [55] was adopted to analyze 

the data: first, to the assessment of the measurement model 

for reliability and validity and second, the structural model 

[56]. To measurement the variables of this study we adopted 

most of the variables from the past studies. We have made 

some changed for some of the items to adapted and reflect 

the context of this study.  We used an instrument developed 

by Kaplan [27] to measured BSC. The instruments have 20 

items these items divided into four dimensions which are: 

financial, customer, internal business process, and learning 

and growth. Finally, corporate culture was measured using 

four dimensions from Denison [41]. 

A. Profile of Respondents 

The first part of the questionnaire gathered information on 

the demographic characteristics of the respondents. This 

section describes the background of the respondents who 

participated in this study as illustrated in Table 1. 

IV. RESULTS AND DISCUSSIONS 

This paper used the Partial Least Square Structural 

Equation Model (PLS-SEM) for the analysis taking 

advantage of Smart PLS 3.0 software [56]. 

First of all, algorism was run to determine the 

measurement model of the paper. Thereafter, the 

bootstrapping technique was run to determine the structural 

model as shown in the following subsections. 

Table1. Profile of Respondents (N = 301) 

Item Frequency Percentage (%) 

1 Gender   

 Male  230 76.4% 

 Female 71 23.6% 

2 Position   

 Chief Executive 

Officers  

89 29.6% 

 Chief Financial 

Officers 

11 3.7% 

 Chief Management 

Accountants 

178 59.1% 

 Chief Controller 23 7.6% 

3 Industry   

 Food and beverage  60 19.9% 

 Textile and wearing 

apparel   

65 

21.6% 

 Wood and wood 

products 

34 

11.3% 

 Electric and electronic  17 5.6% 

 Non-metallic menial  39 13% 

 Paper and paper 

product  

18 

6 % 

 Chemical products 36 12% 

 Plastic product  12 4% 

 Iron and steel 13 4.3% 

 Machinery products 7 2.3% 

A. Measurement model (Outer model) 

The measurement model was examined together with the 

convergent validity of the constructs. One item (CP6) was 

deleted due to low loadings.  All other items of the construct 

have achieved the required loading above 0.7, composite 

reliability above 0.7 and AVE above 0.5 [57]. See Figure 2 

and Table 2. 

 

 

 

Corporate 

Culture 

Use of BSC 
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Fig.2. Measurement model 

Table2. Reliability and Validity of Construct 

Variables Items Loading CR AVE 

Corporate Culture 

    Involvement CC1 0.832 0.908 0.652 

 CC2 0.712   

 CC3 0.760   

 

CC4 0.918 

  

 

CC5 0.710 

  

 

CC6 0.890 

  Consistency CC7 0.923 0.949 0.860 

 CC8 0.925   

 CC9 0.934   

Adaptability CC10 0.836 0.925 0.674 

 CC11 0.831   

 CC12 0.739   

 CC13 0.869   

 CC14 0.810   

 CC15 0.835   

Mission CC16 0.932 0.873 0.703 

 CC17 0.935   

 CC18 0.605   

BSC 

    Customer Perspective CP1 0.729 0.900 0.600 

 

CP2 0.803   

 

CP3 0.857   

 

CP4 0.722   

 

CP5 0.809   

 

CP7 0.717   
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Financial Perspective F1 0.906 0.927 0.760 

 

F2 0.873   

 

F3 0.839   

 

F4 0.869   

Internal Business Process 

Perspective IP1 0.793 0.920 0.696 

 

IP2 0.828   

 

IP3 0.829   

 

IP4 0.833   

 

IP5 0.885   

Innovation and Learning 

Perspective ILP1 0.796 0.908 0.665 

 

ILP2 0.820   

 

ILP3 0.715   

 

ILP4 0.870   

 

ILP5 0.866   

B. Structural Model 

From the analysis result, beta value, t-values, and p-

values were used in analyzing the structural model of the 

paper via the bootstrapping procedure of Smart PLS3.0. The 

result from the Smart PLS shows that path coefficient from 

CC -> BSC is statistically significant with a beta (β) value 

of 0.345, t-value of 6.901 and a p-value of 0.000 significant 

at the 1%. (See Figure 3 and Table 3). 

 
Fig. 3.Structural model 

 

Table 3. Result of the Structural Model 

Relationship Beta T Statistics P Values 

CC -> BSC 0.345 6.901 0.000 

This study found that corporate culture significantly 

affects BSC usage in the Iraqi manufacturing companies, 

thus, the hypothesis is supported. The empirical finding is in 

line with previous studies that confirm a positive influence 

of corporate culture on firm performance [16],[58]. For 

example, Rababah [16] found that cultural factors like 

attention to detail and innovation have a significant 

relationship with BSC implementation. 

Corporate culture has a deep impact on a variety of 

organizations processes and employees, which ultimately 

has a positive influence on firm performance and its 

measurement systems such as BSC [59]. 

This describes the influence of culture on the different 

process and parts of the firm, which contribute to the overall 

performance, in this regard, research shows that if 

employees are committed and have the same norms and 

values as their organizations have, then performance 

directed at achieving overall organizations goals increases. 

Given the widespread interest in the potential effects of 

corporate culture on firm performance, there is evidence that 

corporate culture is positively associated with employee 

attitudes and performance (e.g, Bezrukova [60]). 

Accordingly, the managers of the Iraqi manufacturing 

companies should develop a strong corporate culture to 

encourage the use of a variety of performance measurements 

such as BSC. 

V. CONCLUSION 

The discussion of the study basically focused on the 

research objective which state that to examine the positive 

relationship between corporate culture and the use of BSC. 

The result revealed that corporate culture has an impact on 

the use of BSC. The hypotheses were supported with a beta 

value of 0.345 signifying a greater contribution of the 

corporate culture. Therefore, this study has confirmed that 

there is a positive relationship between corporate culture and 

the use of BSC in Iraqi manufacturing companies. In 

addition, this result is in line with the assumptions of 

contingency theory. 

It has also presented suitable proof for the Iraqi 

manufacturing firms for creating strategic tactics in the use 

of BSC in determining and measuring their business 

success.  

The paper has contributed to testing these instruments in 

an Iraqi context. Similarly, it has contributed to developing 

and testing research hypotheses. 

The finding of this study would be of relevance to 

policymakers such as management of manufacturing 

companies and the Iraqi government. 

This study proposes that if corporate culture and use of 

BSC are interdependent, they achieve vital goals in the 

organization. Interdependence in the context of our study 

means that the usefulness of one managerial concept 

depends on what other managerial concepts are in use, i.e. 

that the value of corporate culture depends on the use of 

BSC and vice versa. This means that if an organization does 

not take the interdependence among managerial concepts  
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into account, it will forego some benefits or incur some 

unnecessary costs. The existence and importance of so 

defined managerial concepts interdependencies have been 

raised multiple times in the literature (see e.g. [61]-[64]. 

The current study contributed theoretically and practical 

as well, as follows. The contribution of this study is the 

extension of the contingency theory by adding empirical 

validation from medium- and large companies with respect 

to Iraq in the maximization of efficiency and effectiveness 

of designing performance measures through the relationship 

between corporate culture and BSC. For the first time from 

the context of Iraqi, literature has now emerged about the 

effect of corporate culture on BSC. The empirical evidence 

proves that corporate culture has a positive significant effect 

on BSC. 

Despite its various contributions regarding the BSC in 

Iraqi manufacturing companies, as is always the case in 

doing research work, the current study has several 

limitations. First, the study focused primarily on medium 

and large industrial companies in Iraq and therefore may not 

be valid for small companies because of the poor 

documentation of financial and non-financial activities, 

which may hinder the use of BSC. Second, this study 

adopted a cross-sectional design, which was conducted at 

one point in time and did not show the BSC over time. 

Moreover, the study employed a primarily quantitative 

approach as the main research methodology. 

In conclusion, this paper has introduced and examined the 

relationship between corporate culture and the use of BSC in 

Iraqi manufacturing firms. The paper concludes that there is 

an effect of for the corporate culture on the use of BSC. The 

paper recommends that future researchers are to extend the 

scope of the research for wider generalization. Also, the 

research frame should be tested in a service-oriented sector. 
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