
  

 

Abstract—This research conducted a study on non-financial 

performance relationship with a financial performance. The 

framework used is the Balanced Scorecard. Non-financial 

performance is represented by faculty satisfaction, service 

quality and student satisfaction, while financial performance is 

represented by the financial sustainability. In this research, the 

data collection is done by distributing questionnaires to the 

faculty and students. The Partial Least Square for Multivariate 

Analysis is employed for processing the data. The result of this 

research is useful to be able to explore more deeply the 

relationship between each of the indicator whether 

non-financial and the financial sustainability. 

 
Index Terms—Non-financial performance, financial 

performance, faculty, student and Balanced Scorecard.  

 

I. INTRODUCTION 

In today's era, the competition in education services is very 

tight, especially at the university level. Growth in the number 

of universities has increased rapidly every year. A growing 

number of new universities are founded every year that have 

even tightened the competition. According to data released 

by Indonesia Higher Education Department, the number of 

universities in Indonesia increasing, it is reported that in 2008 

there were 2556, in 2009 there were 2596, in 2010 there were 

3017 and last in 2013 there were 3812. Many universities are 

competing to recruit students each year. Realizing the rapid 

growth and increasing competition, it is of course necessary 

for a university to keep the performance high so that more 

students are interested to enroll. Particularly now that more 

and more parents of students who want to enroll their 

children to universities that have the best quality, it is 

necessary that the university performance is optimal from 

time to time. 

In higher education context (university), according to 

Balanced Scorecard (BSC) framework, the fundamental 

factor of Service Quality is Faculty Satisfaction. Service 

quality will influence student satisfaction and then student 

satisfaction will influence financial performance or financial 

sustainability. This is the framework which is developed by 

Kaplan and Norton in the concept of Balanced Scorecard. 

Some researches related to Balanced Scorecard have been 

done recently, such as one research done by Yee et al [1] 

entitled “The Impact of Employee Satisfaction on Quality and 

Profitability in High-Contact Service Industries” and by 
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II. FINANCIAL PERFORMANCE 

   

 

   

  

  

     

   

      

       

     

      

      

     

    

     

   

 

III. NON FINANCIAL PERFORMANCE: FACULTY 

SATISFACTION 

Faculty satisfaction is a fundamental factor which 

determines financial performance in university context. 

Hence, faculty satisfaction is the representative of employee 

satisfaction. Robbins [6] affirms that employee satisfaction 

refers to the general attitude of an individual employee 

toward his job. Someone who has high employee satisfaction 
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Devie et al. [2] entitled “The Relationship between 

Non-Financial Performance and Financial Performance 

Using Balanced Scorecard Framework: A Research in Cafe 

and Restaurant Sector”. Besides financial performance, 

non-financial performance is essential to be analyzed, 

because non-financial performance will determine the market 

value of the business organization. This is the spirit of 

Balanced Scorecard in which faculty satisfaction, service 

quality, student satisfaction, and financial performance are 

considered as a four-balanced quadrant that drives

organizational strategy initiatives. If there is one of the 

quadrants with less attention then the organization will lose 

the balance that will cause the organization unable to achieve 

the organization's strategy.

Financial performance can be defined as the ability of an 

organization to make sustainability regarding financial in a 

certain period of time using capital or asset, either from the 

creditor or the shareholder himself [3]. Moreover, Warren [4]

states that profitability is the ability of an organization to 

generate profit in a certain period of time by means of capital 

or asset. From the statements above and the research done by 

Yee et al. [1], it can be presumed that there are several 

indicators which are useful for evaluating financial 

performance of an organization, namely: revenue, asset and 

profit. Kieso and Weygandt [5] gives explanation that the

revenue is "inflows or other additions to the common 

property of a unit or settlement of a liability (or a 

combination of both) during the period of delivery or 

production of goods, service delivery or other activity which 

is the primary operating of the unit. While assets are defined

as resources controlled by the company as a result of past

events and it is expected to produce economic benefits in the 

future for the company. Finally, profit is defined as all

income earned by the company deducted with all expenses

incurred to earn the income.
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is more likely to demonstrate positive attitude toward his job; 

whereas, someone who is not satisfied with his job is more 

likely to exhibit negative attitude toward his job. Moreover, 

Davis [7] reveals that job satisfaction refers to a collection of 

employee feelings on how pleasant or unpleasant his job is. 

Davis presented the employee satisfaction factor in his 

method called Job Descriptive Index (JDI). In this research, 

there are five indicators of job descriptive index, namely: the 

job itself, pay, supervision, co-workers, and promotions [1], 

which are employed to measure the feeling or attitude on 

satisfaction which is revealed by employees. What is meant 

by the job itself is the work done by the job holders daily; 

whether the work matches the educational backgrounds, the 

ability, interests and skills of the job holders [8]. Pay can be 

salary or wage. Salary is the fixed remuneration paid to 

employees periodically which has a definite assurance in its 

payment. While wage is remuneration paid to employees by 

referring to the treaty agreed upon payment. Each employee 

has different motive and expectation upon salary or wage that 

he or she receives. However, according to Cushway [9] most 

people would probably agree that employees would always 

find a fair salary or wage that is interpreted by the 

organization through a good payroll system. Moreover, 

supervision is the monitoring if the work plan has been done 

right or not. It is the process that ensures that the action is in 

accordance with the plans. Co-workers as a fourth indicator 

is defined as a level of relationship in which colleagues can 

demonstrate competence, friendliness, and mutual respect 

that allows the creation of a social harmony, a supportive 

work environment, which in turn makes a job more enjoyable 

[10]. Lastly, promotion according to Nitisemito [11] is a 

process of employee movement from one position to another 

position higher.  

 

IV. NON-FINANCIAL PERFORMANCE: SERVICES QUALITY 

Faculty satisfaction will determine the service quality 

delivered by the university to the students. According to Bets, 

et al [12] there are six factors that can be used to measure the 

service quality of an educational institution. First, Policies 

and Procedures, which measures the student satisfaction 

with all sorts of rules and procedures that apply. Secondly, 

Physical Condition, which measures the student satisfaction 

with the physical condition of campus facilities. Third, 

Student Fulfillment, which measures the feelings of student 

satisfaction in getting useful things during the learning 

process. Fourth, Quality of Education, which measures the 

student satisfaction with the performance of the campus in 

the academic aspects. Fifth, Social Life, which measures the 

student satisfaction with the social life in the campus 

environment. Last, Recognition, measures the student 

satisfaction with the behavior of the entire campus staff 

towards the student. 

 

V. NON-FINANCIAL PERFORMANCE: STUDENT 

SATISFACTION 

Customer satisfaction in an educational institution refers to 

the satisfaction of the students who are studying in the 

institution. It is very important to maintain the student 

satisfaction to be able to improve the financial sustainability 

of the educational institution. The meaning of student 

satisfaction itself is basically similar to customer satisfaction. 

According to Though [13], student satisfaction usually refers 

to how the behavior shown by the students facing every 

activity at the university campus. Though stated that there are 

three measures of student satisfaction. First, the student was 

pleased with the learning activities available on the campus. 

When a student feels satisfied with the available learning 

activities on campus, then he will feel happy to follow the 

learning activities in campus. The student feels that by 

following the learning activity on the campus, it will bring 

about a good thing for himself. 

Second, students play an active role during the learning 

activity takes place. Students who were satisfied with the 

learning process will show an active attitude during the event 

took place. Students show an active attitude because they feel 

that the learning process is interesting so that they are keen to 

participate in the process. However, when students showed 

passivity during the learning process then it shows students 

are not satisfied with the process of learning that takes place. 

Third, students actively participated in the activities on 

campus, such as student activities. Students who are satisfied 

with the campus performance will demonstrate an active 

attitude in activities on campus, such as following student 

activities on campus, attending seminars on campus, and 

many others. By showing activeness in campus activities 

indicates that the students were satisfied with the 

performance of its campus so that they want to involve 

actively in any campus activities available.  

 

VI. THE HYPOTHESIS 

Faculty satisfaction which in this case is the employee of a 

university will bring an enormous influence on the 

performance and quality of service they provide to students. 

If the teacher has a good performance then the teacher job 

satisfaction is also good, but if performance is poor then the 

teacher satisfaction is also poor [14]. Teachers who are 

satisfied with the work place will be fully committed and 

provide the best of their capabilities. Teachers who are 

satisfied consider that giving the best is remuneration for 

services provided by their workplace. The theory used as a 

basis that faculty satisfaction affects the quality of service is 

the principle of equity in social exchange theory. Wayne et al 

(1997) and Flinn (2005) in Yee et al [1] states in the context 

of social exchange theory as a superior offer working 

conditions that can make employees feel satisfied, and then in 

turn employee will provide the employer a commitment to 

provide better performance for the organization leading to a 

higher quality of service. Based on these studies, the first 

hypothesis is proposed: 

H1: Faculty satisfaction has a positive and significant 

influence on service quality. 

Faculty satisfaction will positively impact student 

satisfaction. When faculty are satisfied, the faculty 

performance in delivering the service to the students will 

increase and it will lead to student satisfaction because they 

are „well served‟. Davis and Newstrom [7] claimed that when 
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employee satisfaction is good, it would promote good 

performance. The employees, in this case, are the teachers.  

Meanwhile, according to Taylor and Baker [15] customer 

satisfaction, in this case, student satisfaction is formed by the 

willingness and ability of service providers who serve 

customers as reflected in employee performance. According 

to Robbins and Judge [16], the evidence shows that satisfied 

employees can improve customer satisfaction and loyalty. In 

educational organizations, maintenance and student heritage 

depend on how teachers relate to students. Teachers who are 

satisfied tend to be more friendly, cheerful and responsive 

which the students appreciate. Based on these studies, the 

second hypothesis is proposed: 

H2 : Faculty satisfaction has a positive and significant 

influence on student satisfaction. 

Good service quality provided by the organization to the 

customer will have a positive impact on customer satisfaction. 

Customer of a university is a student studying in the 

university. Students will feel satisfied and loyal to the 

university. Meanwhile, when the poor service quality is 

provided, the students will not feel satisfied with the 

university and not to be loyal to the university. Many studies 

have shown that good service quality would give good 

impact to customer satisfaction.  

  

H4: Student satisfaction has a positive and significant 

influence on financial sustainability. 

In the Balanced Scorecard concept, it is explained that 

there is a causal relationship from four perspectives [18]. 

Similarly, the influence of faculty satisfaction can also affect 

the financial sustainability gained by the organization. 

Faculty satisfaction described as learning and growth 

perspective has a major role to the financial sustainability 

representing a financial perspective to be gained by an 

organization. In this case, the faculty satisfaction will make 

teaching performance better and at the same time, the service 

delivered by the teacher will become better as well. Then the 

students who are satisfied with the service will be loyal to the 

organization or university. Student loyalty will bring students 

to always return to the university in the future and encourage 

them to recommend the university to someone else. This will 

bring good financial sustainability for the university. Based 

on these studies, the fifth hypothesis is proposed:  

H5: Faculty satisfaction has a positive and significant 

influence on financial sustainability. 

Good service quality will bring an organization to achieve 

good financial sustainability. The findings of the preceding 

study showed that the increase in quality will enable the 

organization to profit as well as gaining higher market share 

and premium prices [19]. In one study, Gale [20] found that 

businesses that make effort to increase the service quality 

above average set price 8% higher than their competitors. 

Based on these studies, the sixth hypothesis is proposed: 

H6: Service quality has a positive and significant influence 

on financial sustainability.  

 

VII. SAMPLING AND STATISTICAL TESTING 

Population in this research is faculty and student of one 

business school in Surabaya. In multivariate calculation, the 

number of samples are minimum 10 times more than the 

number of research variables. Therefore, the minimum 

samples of this research are 80 respondents, which is 40 from 

both faculties and students. Moreover, the sampling method 

is using purposive sampling. This research employs in total 

90 faculty respondents and student respondents, which 45 for 

each group. Several phases of data analysis and data 

validation are done such as: validity test, reliability test and 

other analysis using Partial Least Square (PLS). In this 

research, respondents were asked to indicate their 

agreement/disagreement with each item on a five-point 

Likert scale ranging from 1 for “strongly disagree” to 5 for 

“strongly agree”. The confidence interval degree is 95%. 

 

VIII. FINDING AND RESEARCH RESULT 

In analyzing the influence of financial performance and 

non-financial performance, several analysis tools are 

employed in PLS, such as: the outer model which comprises 

of  convergent validity, composite reliability and also inner 

model. From the convergent validity, the result of the 

analysis shows that the validity and reliability levels are good 

in which all the questionnaire items have loading value above 

0,5. The result of the research and the outer loading value of 

each variable are shown in Fig. 1 below. 

The second part is the composite reliability. Composite 

reliability test the reliability value between blocks of 

indicators of constructs that shape it. Table I is the the output 

of composite reliability, in which the composite reliability is 
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The theory used in connecting the service quality and 

student satisfaction is the attitude theory proposed by Lazarus 

(1991) and Bagozzi (1992) in Yee et al. [1]. In the theory, it is 

stated that when an activity is assessed to have achieved the 

planned results, the fulfillment of the desired results achieved 

and followed by affective responses that will lead to 

satisfaction. If the quality of services assessed in accordance 

with what was planned it would ultimately lead to student 

satisfaction. Based on these studies, the third hypothesis is 

proposed:

H3: Service quality has a positive and significant influence 

on student satisfaction.

There are several reasons stating that customer satisfaction 

or student satisfaction has a positive impact on the financial 

sustainability of universities. The first reason, customer 

satisfaction increases customer loyalty and customer 

behavior (Stank et al., 1999; Verhoef, 2003) in Yee et al. [1]. 

When this happens, the financial sustainability of the 

organization will increase (Anderson et al., 1994; Mittal and 

Kamakura, 2001) in Yee et al. [1]. Loyalty is shown by three 

things, namely the percentage of purchase, frequency of 

visits, and also the act of giving a positive recommendation to 

others (Singh, 1990) in Rusdarti [17]. The second reason is 

the customer with a high level of satisfaction are willing to 

pay a premium price and not very sensitive to price 

(Anderson et al., 1994) in Yee et al. [1]. This implies that the 

customer's tolerance for price increases on economic increase 

of organization performance, as well as in university. When 

students are satisfied, they will not mind to pay the premium 

price. Based on these studies, the fourth hypothesis is 

proposed:
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good if the value is above 0.70. Based on the output table, it is 

shown that the composite reliability value for faculty 

satisfaction variable (F-Satisf) is 0.812, for service quality 

(ServQual) variable is 0.792, for student satisfaction 

(S-Satisf) variable is 0.848, and for financial performance 

(Finan-Sus) is 0.809, where the four values are all greater 

than 0.70.  

 

Fig. 1. Path diagram model 

 
TABLE I: COMPOSITE RELIABILITY 

 
 

The next analysis is the result from the inner weight, which 

shows that the relationship among the variables is positive 

(original sample estimate). From the six kinds of relationship 

among the variables, it can be seen that there are two kinds of 

relationships which are not significant in which the t-statistic 

values are lower than 1,96. This applies for the relationship 

between ServQual and Financial Sustainability (0.118) and 

Faculty Satisfaction with Student Satisfaction (1.744). 
 

TABLE II: INNER WEIGHT RESULT 

 
 

IX. DISCUSSION, RECOMMENDATION AND IMPLICATIONS 

One of the goals of this research on Balanced Scorecard is 

to look in more detail the relationship condition between the 

perspectives that exist in the Balanced Scorecard. Then each 

of these relationships will be explored into a matrix with four 

quadrants. Therefore, the six relationships that exist in the 

Balanced Scorecard can be made 6 matrix and 24 quadrants. 

However, the matrix or quadrants that we see in detail is the 

relationship in the Balanced Scorecard that is not proven 

based on hypothesis, in this case the relationship between 

SERVQUAL with Financial Sustainability, and Financial 

Sustainability with Student Satisfaction. In the case of 

SERVQUAL and Financial Sustainability, it can be made a 

matrix as in figure 2 which produces four quadrants. The 

quadrant we need to consider in detail is the quadrant that has 

a question mark "?". The ideal quadrant which corresponds to 

the hypothesis is "BSC Quality" quadrant, in high 

SERVQUAL and high Financial Sustainability results. While 

Monopoly Quality is low SERVQUAL, but producing high 

Financial Sustainability. This condition only occurs under 

conditions of monopoly market, where customers do not 

have the option to choose. While Poor Quality is the 

condition when the SERVQUAL is low with low Financial 

Sustainability as well. In this condition, the organization 

needs to clean up because it has a low SERVQUAL. In this 

research, what happens is the condition of "Ghost Quality", 

meaning that the organization has been building high quality 

with high cost and ultimately lead to reduced Financial 

Sustainability. In order to have a good feedback, the 

organization need to make further analysis regarding all those 

question mark “?” quadrants. 

 

Fig. 2. Matrix servqual-financial sustainability 

 

Similarly, the relationship between Faculty Satisfaction 

and Student Satisfaction.  Matrix that can be made as in Fig. 3 

that produces four quadrants. In this case, quadrant that we 

need to consider in detail is the quadrant that has a question 

mark "?". The ideal quadrant which corresponds to the 

hypothesis is "BSC Satisfaction" quadrant, is high Faculty 

Satisfaction and high Student Satisfaction results. While 

Monopoly Satisfaction is the same with the concept of 

Monopoly Quality where Faculty Satisfaction is low but 

Student Satisfaction is high. This condition only occurs under 

conditions of monopoly market, where student do not have 

the option to choose. Whereas “Poor Satisfaction” is when 

Faculty Satisfaction is low and Student Satisfaction is also 

low. In this condition, the organization needs to clean up 

because it has a low level of Satisfaction. Same as the 

SERVQUAL context, the organization need to make deep 

analysis regarding all those question mark “?”.  
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Fig. 3. Matrix faculty satisfaction-student satisfaction.  

 

X. CONCLUSION 

Based on the data analysis, it can be concluded that out of 

six hypotheses, there are two hypotheses which are not 

proven (H2 and H6) because the relationship is not 

significant eventhough it is positive. Conceptually in BSC, it 

is proven that the relationship among variables or 

perspectives are positive. However, the level of significance 

are proven to be not significant. The organization need to 

make further analysis regarding all those question mark “?” 

quadrants in order to explore more deeply the relationship 

between each of the indicator whether non-financial and the 

financial sustainability. 
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