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THE APPLICATION OF A BALANCED SCORECARD IN SME: A CASE STUDY
OF MILANZO KIDS

Abstract: The processing industry is one of the non-agricultural SME sectors that ranks at the top in the national
economy, of which there are 23% of players in the processing industry (BPS, 2016). According to a survey by the
Ministry of Cooperatives and SMEs, during the Covid-19 Pandemic, the convection sector SMEs were the most
affected sector with 78% of respondents claiming to have experienced a decrease in revenue and even had fo
close their businesses. Milanzo Kids is one of the convection SMEs that was established in 2013, engaged in the
manufacture of children's t-shirts made of cotton and located in Jakarta, Indonesia. In 2020, Milanzo Kids
experienced a decrease in revenue and profit from the previous year due to the Covid-19 pandemic~Jhe
objective of this study is to design a business development strategy using the balanced scorecard method.“This
research is a type of quantitative research. The data of this study were obtained from primary data through direct
interviews and secondary data obtained from financial reports, journals, and books. The data processing method
uses a balanced scorecard. The results of this study indicated that the total turnover per year and the number of
products returned per year have the highest performance, namely the final score of 0.13 and the lowest
performance indicator is the type of product produced with a final score of 0.03.

Keywords: balanced scorecard, convection, covid-19, SMEs, strategic management



INTRODUCTION

During the covid-19 pandemic, many business sectors have been affected. With the
Government's policies related to the pandemic, many activities have been hampered, especially buying
and selling activities carried out by SMEs (Small and Medium Enterprises). In fact, the role of SMEs in
Indonesia is very important because the many existing SMEs have improved the economy of the
community and contributed to the per capita income of the Indonesian state. However, currently many
SMEs are experiencing a decline in sales turnover and must compete with other SMEs that are able to
survive in the midst of a pandemic and even the emergence of new SMEs because they are able to
adapt t@urrent conditions.

ased on the results of the 2016 BPS Economic Census, it is known that the number of non-
agricultural SMEs is 26,263,649 units with non-agricultural SMEs whose number of business actors
ranks in the top three in the national economy, namely the processing industry business sector. In the
manufacturing (manufacturing) industry category, there are around 3.4 million SMEs, the majority of
whom are engaged in industry, one of which is textiles and convection with 14.4% of the industry (BPS,
2016). According to the Ministry of Cooperatives and SMEs, during the Covid-19 Pandemic, SMEs in
the convection sector was the most affected sector with 78% of respondents claiming to experience a
decline in income and even having to close their business with the largest category being a decline of
more than 20% (67,5%). Although the majority of respondents do marketing online and offline (63.40%),
this still cannot improve existing business activities, due to the overall effect of the pandemic and
resulting in a decline in consumer purchasing power.

SME leaders must be able to face the challenges of this pandemic with uncertainty whose
impact may be greater than previous environmental conditions. There are various ways that can be
done so that their business sector can still survive and not experience a drastic decline that will cause
the business to go out of business. One way is to fix and improve performance in it with the method of
measuring the performance of these SMEs in the form of innovative strategies. With the condition that
the indicators of each strategy must be related to the indicators of other strategies. So that this strategy
can be a solution to the problems faced by SMEs because the strategy map states the relationship
between each strategic indicator perspective and other strategic indicator perspectives. In addition, the
causal relationship is also described in the strategy map, so that it can be used as material for analysis
for the ﬁvelopment of SMEs (Sari et al., 2021).

erformance measurement is one of the most important factors for business organizations.
Performance measurement methods are used to monitor the development of organizations and
companies in order to maintain their competitiveness (Panudju et al., 2016). Performance measurement
is used by comparing the performance of an SME (Small and Medium Enterprises) from the past period,
the current period and the future period. From the results of the performance comparison, we can find
out that the performance of SMEs is increasing or decreasing. Performance measurement so far is
generally done traditionally, which only focuses on the financial aspect. Whereas in measuring the
performance of a company can not only see from the financial side, but also non-financial (Utama &
Hariadi, 2013)

Seeing the progress of information technology and the development of management science,
performance measurement in the traditional way can no longer begised because it will have many
weaknesses and limitations from the results obtained. Therefore, Robert S. Kaplan (Professor of
Accounting at Harvard Business School) and David P. Norton (President of Renaissance Solutions, Inc.)
were compelled to design a more precise performance measurement system called the “Balanced



Scorecard”. Where this measurement system provides the strategic goals of the organization into a
performance in interconnected SMEs. This Balanced Scorecard not only pays attention to financial
performance, but also non-financial performance that will be appropriate to measure performance in a
company or SMEs. Performance measurement based on the Balanced Scorecard can not only be
applied to large companies, but also SMEs can take advantage of the BSC to improve internal business
performance as well as as a tool in developing future business (Faizaty &t al., 2019).

The application of the Balanced Scorecard method in SMEs Will be able to measure how a
business or business produces current values while considering future interests. Therefore, the
Balanced Scorecard becomes a performance measurement that includes all aspects. The Balanced
Scorecard is the right method for measuring performance, both from financial and non-financial aspects.
The Balanced Scorecard concept is also suitable for use as a smart and innovative breakthrough that
can help hospitals improve management performance. Non-financial information can increase
confidence in the quality of management control processes.

Realizing the importance of implementing the Balanced Scorecard concept which is very
effective and suitable for the management needs of a Milanzo Kids SME business, we tried to examine
the possibility of implementing the Balanced Scorecard in the SME. Milanzo Kids is a business that sells
boys' shirts. Milanzo Kids is currently experiencing an impact due to the covid-19 pandemic, where
sales have decreased so that turnover has also decreased. The lack of utilizing technology also makes
Milanzo Kids a little difficult to attract buying traction from potential buyers. The goal is to make the
implementation of the Balanced Scorecard expected to help Milanzo Kids to be more developed by
knowing and analyzing information for the Balanced Scorecard from previous years, then planning what
strategies can increase these SMEs to compete with other SMEs that sell similar products to Milanzo
Kids.

Milanzo Kids is one of the businesses that sells boys shirts. In 2020, Milanzo Kids SME
experienced a decrease in revenue and profit from the previous year due to the Covid-19 pandemic,
where sales so that turnover also decreased, the lack of utilizing technology also made Milanzo Kids a
little difficult to attract potential buyers. Given the importance of implementing the Balanced Scorecard
concept which is very effective and suitable for the management needs of an SME Milanzo Kids, we
tried the possibility of implementing the Balanced Scorecard in the UKM. This research aims to design a
business development strategy using the balanced scorecard method. Implementing the Balanced
Scorecard is expected to help SMEs Milanzo Kids to be more developed by knowing and analyzing
Balanced Scorecard information from previous years, then planning what strategies can increase these
SMEs to compete with other SMEs that sell similar products with Milanzo Kids. So that the formulation
of the problem in this research is 1) Is there any alignment between the vision, mission, strategic goals,
and key performance indicators in Milanzo Kids 2) Is there a causal relationship from several
perspectives on the Milanzo Kids strategy map 3) How is the balanced scorecard from Milanzo Kids.

In an organization or company, vision and mission are one of the important elements that can
be the basis for the establishment of an organization. A vision is a statement that answers the basic
question “What does the organization or company want to become?”. A clear vision provides the
foundation for developing a comprehensive mission statement (David & David, 2017). A vision should
be short, preferably one sentence but meaningful and present the organiz@:)n or company.

After the vision is created, the mission can be formulated. The mission is the foundation for
priorities, strategigs, plans and work assignments. A mission must answer the question “What is our
business?” whichis a difficult question and the correct answer is usually not clear. The answer to this



question is the strategist's first responsibility. An organization or company must pay attention to what
mission the organization will carry on and allow the organization to run and set its goals.

According to (David & David, 2017) goals are defined as specific results that an organization
wants to achieve in relation to jts mission. Strategic objectives are strategic goals of an organization that
focus on general, board and fong-term issues. Strategic objectives include such things as greater
market share, faster on-time delivery than competitors, shorter design-to-market times than competitors,
etc. Strategic objectives relate to results that show the company is strengthening its market position,
compeave vitality, and future business prospects (Gamble, J et al., 2013).

n 1992, Robert S. Kaplan and David Norton began to introduce the Balanced Scorecard
through a Harvard Business Review article. After the publication, several companies began to adopt the
balanced scorecard. Balanced scorecard. The balanced scorecard began to expand into management
tools to describe, communicate, and implemant strategy (Kaplan, 2010). The balanced scorecard can be
used to develop a business strategy fromTour perspectives, namely financial perspective, customer
perspective, internal business process perspective, and learning and growth perspective. Here is the
original structure of the Balanced Scorecard.

FINANCIAL

“To succeed Objectives : Measures | Targets Initiatives

financially,

INTERNAL BUSINESS PROCESS

“Tosatisfy our | Objectives i Measures i Targets : Initiatives

CUSTOMER
ieve our| Objectives | Measures | Targets : Initiatives

Vision and
Strategy

—=

LEARNING AND GROWTH

“Toachieve our | Objectives | Measures | Targets : Initiatives

Source@aplan (2010)
Figure 1. Translating Vision and Strategy: Four Perspective

According to Figure 1, the organization's vision and strategy consist of four sustainable
perspectives and are described with objectives, measures, targets and initiatives. Niven (2002)
describes the balanced scorecard as a tool to carafully measure a company’s strategy. The balanced
scorecard is used by leaders to communicate 70 employees and stakeholders about the results
performance drives by which the organization will achieve its mission and strategic goals.

The idea of a causal relationship between the objectives and measures of the balanced
scorecard leads to the creation of a strategy map. Figure 2 shows the structure for the strategy map. In
the project of creating a balanced scorecard, a strategy map is built first and then a matrix is selected for
each objective.



Productivity Strategy Growth Strategy

2 . Long-Term
Financial Shareholder Value
Perspective / 4\

Improve Cost Increase Asset Expand Revenue Enhance

Structure Utilization Opportunities Customer Value
\ \ Customer Value Proposition / /
Customer & B
Perspective Price Quality Availability Selection Functionality Service Partnership Brand
Product / Service Attributes Relationship Image
Operations C il Regulatory & Social
Processes F Processes Processes
Process Supply Select Customers Identify New Opportunities Environment
Perspective Produce Acquire New Customers Select the R&D Portfolio Safety & Health
Distribute Retain Existing Customers, Design and Develop Employment
Manage Risk Grow Business with Launch Community
Customers
Human Capital
Learning & -
Growth Information Capital

Perspective
Organization Capital
Culture Leadership Alignment ~ Teamwork

Source; Kaplan (2010)
Figure 2. Strategy Maps

According to Figure 2, The financial perspective is the highest goal of a profit organization. The
%arning and growth perspective which consists of human capital, information capital and organization
capital has a causal relationship with the internal business process perspective. The internal business
process perspective which “Consists of operations management processes, customer management
processes, innovation processes and regulatory & social processes has a causal relationship with the
customer perspective. The customer perspective seen from the customer value proposition has a causal
relationship with the financial perspective which is the highest goal of a profit organization.

After compiling the strategy map, the next step in the balanced scorecard is compiling key
performance indicators. Key Performance Indicators (KPI) are indicators that focus on aspects of
organizational performance for the current and future success of the organization (Parmenter, 2015).
There are seven characteristics of KPI obtained from Parmenter (2015) through the discussion, namely
non-financial, timely, CEO focus, simple, team based, significant impact, and limited dark side. In
addition, in preparing KPIs, the SMART-C principle can be used, which means specific, measurable,
achievable, relevant, timely, and continuous improvement.



METHOD

To be able to achieve the research objectives described in the introduction, the research was carried out
in the following stages.

Vision and Mission
Milanzo Kids

1

Strategic Objective Milanzo Kids

Financial Customer Internal Business Learning and Growth
Perspective Perspective Process Perspective Perspective

Strategy Map Milanzo Kids

|

Key Performance Indicators
Milanzo Kids

|

Performance Measurement
used Balanced Scorecard

Figure 3. Research Framework

Referring to the diagram above, the research begins by developing a vision and misgion that is
in accordance with the Milanzo Kids. Next, to determine the strategic goals of Milanzo Kids by Using four
perspectives, namely financial, customer, internal business process, and learning and growth
perspective. Analysis of the relationship between each strategic goal using a strategic map.
Furthermore, from the existing strategic objectives, key performance indicators from Milanzo Kids were
compiled. After that, analyze the performance measurement using the balanced scorecard based on the
data that has been collected. Data collected through interviews with the milanzo kids owner and milanzo
kid's production and finance reports. Performance measurement will determine which are the highest
and lowest performances at Milanzo Kids from these four perspectives and whether they need to be
improved or developed.



RESULTS

Milanzo kids is a wholesale SME that sells children's clothes from 1-12 years old. Milanzo Kids
was founded in 2003 with an owner named Mr. Agusman. The price sold per dozen by Milanzo Kids
ranges from IDR 600,000 - IDR 750,000. The store locations of Milanzo Kids are in Cipulir Market and
Tanah Abang Market. Milanzo Kids has 93 employees consisting of Finance, Production, and Marketing.
Figure 4 shows the organizational structure of Milanzo Kids. The organizational structure that has been

made can be seen in Figure 4

Organizational Structure of Milanzo Kids

Source: Milanzo Kids (2021)

According to figure 4 The organizational structure, Milanzo Kids has a total of 93 employees,
including 1 person in the Finance division, 88 people in the Production division consisting of tailors,
material cutting, and finishing sections, while 4 people in the Marketing division.

Based on four perspectives in making the balanced scorecard, the vision and mission of UKM
Milanzo Kids are realized in several strategic goals. Vision and mission are made on a systematic map

Figure 4. Organizational structure

CEO
Production Finance Marketing
Manager Manager Manager
Tailors Material Cutting Finishing Sales

Promotion

so that they can be seen easily. The strategic map that has been made can be seen in Figure 5




Table 1. Vision and Mission

Vision Alignment Mission Alignment Goal
Maintain the.quzliﬁ' of a Raw material quality
raw materizls and B
production guality to ab
produce quality products b Production quality
The vision of Milanzo Kids is “To e e e ef : Sece aual
4becume the no. 1 Convection SM_ZE customers A Fordzbl
in DEI Jakarta with affordable price) d Attordzable pnces
and good quality and providing the
best service to consumers Consistently produce el Following market trends
local products at d
affordable prices f Customer loyalty
Making quality local
products by following abe
current market trends
[Provide adequate wamm g Employee welfare
and incentives to 1 G
employees

Source: Milanzo Kids (2021)

According to table 1, the strategic goals of Milanzo Kids include quality of raw materials, quality
of production, quality of service, affordable prices, following market trends, customer loyalty, and
employee welfare.

After formulating goals with Milanzo Kids, the next step is to set strategic objectives. The
strategic objectives are made in the systematic map in order to clearly see the causal relationship
between the strategic objectives. The strategic map that has been made can be seen in Figure 5.

i ] ncreasin, ncreasin, nimizin
Financial Increasing Increasing Minimizing
Sales Profit Expense
Customer Customer
Satisfaction
Internal Making product Making Varied Reducing
Business Innovations Products Defective

|| II Products
Learning and Employee Employee
GFOth Productivity Performance

Source : Milanzo Kids (2021)
Figure 5. Strategic Map of Milanzo Kids

According to Figure 5, it can be seen that employee productivity and employee performance
affect internal business processes with strategic objectives in the form of making product innovations,
making varied products, and reducing defective products. All strategies objectives with the perspective



of internal business processes that affect customer satisfaction. If customers are satisfied with Milanzo
Kids products and services, this can affect sales and profits. So there is a relationship between
customer satisfaction with increased sales and increased profits. In addition, there is a relationship
between reducing defective products and minimizing costs because if the product has fewer defects, it
will reduce the production costs of Milanzo Kids. Financial perspective is the highest strategy because
Milanzo Kids is a type of profit organization.

After making strategic objectives, the next step is to evaluate performance by formulating key
performance indicators (KPI) for each strategic objective. Each KPI is assigned a weight, the weighting
is discussed with the CEO of Milanzo Kids. After that, the score of each KPI is calculated by calculating
the comparison between the target and the realization. In addition, it is also necessary to formulate
strategic  initiatives, person in charge (PIC), and budget for each KPI



The Financial Perspective has 3 strategic objectives and 3 KPIs that are aligned, namely total turnover, total profit, and total expens
Discussions and calculations related to the financial perspective can be seen in table 2.

Table 2. Scorecard Financial Perspective Milanzo Kids

Perspective Weight Strategic KPI Weight Target Realization Score Total Strategic Initiatives PIC
Objectives 2020 2020 Score
Financial 0.6 Increase Total 0.2 12B 8B 0.67 0.13 Conduct product marketing Mart
sales turnover per through social media and e- eting
year (IDR) commerce to expand market
share, Provide special discount
for some product
Increase Total profit 0.2 5B 3B 0.6 0.12 Looking for suppliers who provide ~ CEC
profit per  year good quality and cheaper prices,
(IDR) Minimize expenses, Increase
sales
Minimize Total 0.2 3B 5B 0.6 0.12 Producing with an average Fing
expenses expenses product sold every year so that nce
per  year there is no excess product,
(IDR) saving/minimizing production cost

(electricity and materials)




According to table 2, the total turnover indicator has the best performance even though the realization did not reach the target. This decline
was caused by the Covid-19 pandemic that hit Indonesia in March 2020. The total profit indicator also did not reach the target. The decline in profit w
decrease in turnover due to the Covid-19 pandemic. Meanwhile, the total expense indicator has increased because production has been carried out
possible for inventory. However, due to the Covid-19 pandemic, not many product stocks came out.

The Customer Perspective has 1 strategic objective and 1 KPI that is aligned, namely the number of complaints. Discussions and calculatior
the Customer Perspective can be seen in table 3.

Table 3. Scorecard Customer Perspective Milanzo Kids

Perspective Weight Strategic KPI Weight Target Realization Score Total Strategic Initiatives PIC
Objectives 2020 2020 Score
Customer 0.1 Customer Number of 0.1 1 20 person 0.55 0.06 Making quality products with good ~ Marl
satisfaction complaints person materials, competent tailors and eting
(person) affordable prices and serving

customers with a friendly attitude

and providing additional facilities

such as: seats, consumption, and
fans

According to table 3, the indicator Number of complaints exceeds the specified target. The reason is most of Milanzo Kids' customers ai
Meanwhile, during the Covid-19 Pandemic, people's purchasing power decreased, causing Milanzo Kids resellers to lose customers and complair
Kids regarding the price they got to make it cheaper and to attract people's purchasing power again.

The Internal Business perspective has 3 strategic goals and 3 KPIs that are aligned, namely the number of product innovations each year,
products produced per year and the number of product returns each year. Discussions and calculations related to the Internal Business perspective

in table 4.



Table 4. Scorecard Internal Business Process Perspective Milanzo Kids

Perspective Weight Strategic KPI Weight Target Realization Score Total Strategic Initiatives PIC
Objectives 2020 2020 Score
Internal 0.2 Make Number of 0.2 4 4 1 0.05 Always look at market trends CEO
Business product product that are in demand by the
innovation innovations public (up to date).
each year
Make a Types of 0.2 22 15 0.68 0.03 Provides a variety of models, Prod
variety  of  product motifs, and sizes uctio
products produced n
per year
Reduce Number of 0.2 200 150 dozen 1.33 0.13 Buy a quality materials, CEO
defective product dozen Supervise the production
products return each process
year

(dozen)




According to table 4data on the number of product innovations produced per year comes from the number of products with new desigr
annually by Milanzo Kids. As well as data on the types of new products produced per year from the types of products produced, such as the mal
shirts, pants and so on. In the KPI to reduce defective products, it is obtained from data on the number of products that are returned each year due t
damage. The Learning and Growth perspective has 2 strategic goals and 2 KPlIs that are aligned, namely the number of products produced per y
number of employee training per year. Discussions and calculations related to Learning and Growth can be seen in table 5.

Table 5. Scorecard Learning and Growth Perspective Milanzo Kids

Perspective Weight Strategic KPI Weight Target Realization Score Total Strategic Initiatives
Objectives 2020 2020 Score
Learning and 0.1 Increased Number of 0.1 25000 25000 dozen 1 0.05 Give bonuses o high-performing
Growth employee products dozen employees and create a comfortable
productivity produced workplace atmosphere
per  year
(dozen)
Improved Number of 0.1 2 2 1 0.05 Conduct job training
employee employee

performance  training per
year




According to table 5, in KPI employee work productivity, seen from how many items can be produced by employees each year. Meanwhile
increase in employee performance is measured by using the number of employee training carried out each year.

Based on the performance evaluation using the balanced scorecard, it can be seen that aspects that need to be improved, one of which is
product produced per year because it is still at the lowest score of only 0.03. In addition, from the four perspectives used, the financial perspective
performance because it gets the highest score even though the re%zation achieved does not meet the targets that have been made. The realization
meet the target from a financial perspective was one of the causes due to the Covid-19 pandemic, so the Milanzo Kids Store was forced to close du
set by the government. Meanwhile, the learning and growth perspective has low performance and improvements must be made so that the performe
better, even though the realizations obtained meet the targets that have been made. Performance assessment using the balanced scorecard, of
needs to be evaluated continuously and made improvements to suit current developments.



CONCLUSION

The implementation of the balanced scorecard on Milanzo Kids useuqour perspectives, namely
financial perspective, customer perspective, internal business processes perspective, and learning and
growth perspective. The result of this research are:

1. In Milanzo Kids' vision, mission, goals, strategic objectives and key performance
indicators, there is an alignment with the four perspectives of the balanced scorecard,

2. 4n the Milanzo Kids map strategy, there is a causal relationship between the learning

rowth perspective and the internal business perspective, the customer perspective
and the internal business perspective, and the financial perspective with the customer
and the internal business perspective,

3. According to the scorecard of key performance indicators, the total turnover per year
and the number of products returned per year has the highest performance, namely
the final score of 0.13. While, the lowest performance indicator is the type of product
produced with a final score of 0.03.

It is necessary to continuously improve the size of the strategy so that Milanzo Kids'
performance can be re-evaluated and in accordance with current developments. Performance
assessment using the balanced scorecard produces a perspective that performance is good or not for
improvement and development as well as developing strategies that can be applied so that targets can
be achieved. Suggestions for further research, in giving the weighted balanced scorecard should be
discussed again so that the results provided are more accurate.






