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Module 3 

PERFORMANCE 
MEASUREMENT 

'What you measure is what you get' (WYMIWYG) and 

'What you don't measure you can't control' (WYDMYCC) 

are traditionally the justification for an organisation to 

measure the performance of individuals, 

departments/units and the organisation as a whole in 

meeting its objectives. 

 

PART A: PERFORMANCE/PERFORMANCE 

MEASUREMENT  

FINANCIAL PERFORMANCE  

NON-FINANCIAL PERFORMANCE  

FUNCTIONS OF PERFORMANCE 

MEASUREMENT  

SUSTAINABILITY REPORTING  

GOVERNANCE, RISK, ETHICS AND  

PERFORMANCE  

PART B: STRATEGY AND MANAGEMENT 

CONTROL  

LIMITATIONS OF TRADITIONAL  

CONTROLS  

OPERATIONAL AND STRATEGIC 

PERFORMANCE  

BALANCED SCORECARD  

STRATEGY AND PERFORMANCE 

MEASUREMENT  

PART C: DESIGNING PERFORMANCE 

MEASURES  

IMPROVING PERFORMANCE  

REWARDS  
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Dimensions 

 Financial 

 Non-financial 

 Quantitative 

 Qualitative 

A course of action over 

the long term to achieve 

a specific objective. 
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Performance monitoring 

not restricted to single 

periods. 

Analysis of whole value chain: 

strategic performance in 

comparison with competition. 
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For example capacity fill 

(airlines, hotels), monthly 

sales per square metre 

(retailers). 

Also brand image, 

innovation, some 

aspects of quality. 
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Value is added for an 

organisation by reducing 

costs and controlling costs. 

Value is added for the 

customer by reducing the 

price or by providing more 

benefits with no addition to 

the price. 
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Creating or maintaining 

natural capital means taking 

action to protect the 

environment and (renewable 

and non-renewable) scarce 

natural resources. 
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Human capital refers to the 

value built up within the 

work force and experience 

of workers. 

Intellectual capital can refer to all 

forms of intangible asset, but 

particularly value created through 

innovation – patents. 

The IIRC Integrated Reporting 

Framework refers to these 

'Capitals' as 'stocks of value that 

are increased, decreased or 

transformed through activities 

and outputs. 

G4 guidelines 

Voluntary code to disclose: 

1. strategy and analysis;  

2. organisation profile;  

3. material aspects and boundaries;  

4. stakeholder engagement;  

5. report profile;  

6. governance; and  

7. ethics and integrity. 
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 Accounting information is 

one of the main sources 

used by boards to support 

the governance function 

Management 

accountants are 

commonly involved in 

risk management 

processes. 

Enron and WorldCom 

are still notable 

examples, but not the 

only ones. 
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Focus not just on price, 

because customers will 

pay for differentiation. 

All eight elements are 

needed for an effective 

system of performance 

measurement. 
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Traditional management 

accounting focuses too 

much on variable costs of 

manufacturing. 

Not appropriate. 

Does recording details of 

time spent or materials 

actually add value? 
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Both operational and 

strategic performance 

measures are needed. 

At all levels – business units, 

products or services, 

geographical segments. 

For example, cutting R&D 

or advertising spending to 

improve short-term profits. 

Cutting capital expenditure. 

These measures can provide 

a reliable picture of what is 

happening 'now'. 
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Determinants are the 

causes of the end 

results. Need to 

measure determinants 

as well as results. 
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Objectives cascade down 

through the organisation. 

Performance is measured 

from operational level up to 

organisation level. 

 
O

P
E
R

A
T
IO

N
A
L
 A

N
D

 S
T
R

A
T
E
G

IC
 P

E
R

F
O

R
M

A
N

C
E
 



 

 112 

 

 

 

 

 

 

 

 

 

 

 

 
O

P
E
R

A
T
IO

N
A
L
 A

N
D

 S
T
R

A
T
E
G

IC
 P

E
R

F
O

R
M

A
N

C
E
 

Each of the five facets has 

its own measures but the 

overall focus of the 

performance prism is on 

stakeholder satisfaction 
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 The balanced scorecard (BSC) looks at 

both internal and external aspects of the 

organisation. Explicitly links financial and 

non-financial measures.  

It presents a hierarchy: good financial 

results, caused by happy customers, 

caused by the organisation doing well 

what it sets out to do, which constantly 

improves. 

Scorecard emphasises processes rather 

than departments; supports a 

competence-based approach to strategy.  

Measures need to be 

mutually consistent and 

reinforcing. Scorecard must 

be seen as a whole. 

Also called Learning and 

Growth perspective. 

Broader template for control.  

Any measures must be specifically 

relevant to the organisation.  
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Mapping helps manage balance 

scorecard KPIs by establishing which 

ones drive others. 

Mapping prioritises scorecard 

elements and provides focus 

for management. 
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Aim of scorecard is to 

translate mission and strategy 

into objectives and measures 

(using the four perspectives). 

Note. Kaplan & Norton 

never intended scorecard to 

be the only performance 

measurement system an 

organisation should use. 

Enact improvement programs. 

Is there a danger that the 

measures chosen could be 

arbitrary? 

In practice, do you need more than 

four perspectives? E.g. scorecard 

doesn't look at CSR or staff morale 

(though these perspectives can be 

added in). 
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The problem is that the 

finance department 

continues to measure and 

report performance in 

terms of an out-of-date 

strategy. 

A problem is that whereas it is 

relatively easy to measure 

performance in relation to short 

term objectives, it is much more 

difficult to report on performance 

in terms of strategy. 
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 Possible equity issue: 

should all customers be 

treated equally? 
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Performance measurement 

systems also reflect the 

culture of the organisation 

and its senior management.  

These are criteria for 

assessing whether 

performance measures 

are appropriate. 
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Data can be obtained 

via third party 

organisations or 

secondary sources. 

Common areas: 

 sales revenue and profitability 

 products and services 

 pricing structures, fees and overheads 

 KPIs 

 quality control processes 

 customers 

 staff turnover. 

 
IM

P
R

O
V
IN

G
 P

E
R

F
O

R
M

A
N

C
E
 

A process that can and 

needs to be changed or 

a measure that needs 

to be achieved. 
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Three approaches 

to measuring 

performance.  

Performance 

measurement systems 

can have unintended 

and adverse 

consequences for 

management behaviour. 
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'What you measure is what 

you get': WYMIWYG. 

So a matter of 

judgment by top 

management. 
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