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HowW DIdNN e GelHene?

B Johnson & Kaplan

B AICPA Special Commiitiee on
Financial Reppiing 1PL4

B BusinessiRepering SURVeys
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“Relevance LLost™ 1967

ACCOURNUNG —noe accurate signzision
efliciency’ & profitabiliby;

System designers needierindersianad
production Processes

INen-finaneial indicatersrareVitally
Important

Indicaters:should belMvased on Straiegy/

Retuiitereperations based measures.
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AICPA

B AICPA Special Committee enppEinancial
IReporiing 1994:

B Usersineed lorwardseekinginiormaton

B Financial and Nemr=finaneéial measures
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SUVeys UK

B Business Reporting SuiveyyApHIF2000:
Preposal #95:

B nclude Forecasts

B include non-finapeial iInfelmaton
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Surveys: USA

B Sunvey 1996 ol top execuiVeESHRrUSHEORURE
firms and Canadian Pesis00 Companies

m Nenp=financial meastliEstare important
m Vianyiare not megsunedinipractice

n Vanyimeasueurare nenlseaNn pracClce
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Surnveys: Australias

m Vianagement Accounting InNsaige
Vianuiactunng Compamesti©9y:

m Manynoen-financialiezasires adepied

B Hightleenefits fremMon=iancial
Periormance iEasuies

- Companies haveronly [ust BEguURtier Use
the Balanced Scorecard.
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SUVeysiH Austiralia:2

B Non=linancial perormancelaEciors I
Australianlisted compaRIest 19965

m Customer service, menket performance,
empleyee invelveimentigighiyanpoeriait

m Loewer rating ioffiinneVaticl
B Some TmporeRifaclorstnommeasted

B Some factors measured not Used.
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Tableau de Bord

m Emerged in France

i eany: 1900s

m [Developedidy prepessiENgINEErs Workinagron
cause-and-eiiecimelaenships

B Invoelvessiransiation jnrstages:

Vission=>0hjectives=>KSF=>KI
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Salanced
Scorecard (BSC)

Strategie

measurement-based

managementsi/stem

originatedby” KapianiésINoHoRN USA

provigdes,a method of aligning PUSINESS
aetivitiesttorthe strategy

aind moeniteringiperiormance of strategic
gealsievertime
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BSC Perspectives &OutcomeVieasures

Customers

Einancial

Internal

Learming

Market share, customers added,
retainedmeroitaiity;
satisfaction

ReturnienMnVvestment, econemic
value added

QUEIITY responsetime; Costs,
NEW productlinireduCliens

Employee satisfaction etention;
productivity, Iniermaticn

Systems
Management Systems



BSC Approach

Arsirategy Is;agreed analcomipupicated
IPErspectives are identiiied

@Objeclves are proposesd

Performance measulies, areNoroposed
Siretch targets areTdernived

ARnuall budgets are established
Vienthly/quarterly reviews are cogdicied
herstategyisiieviewed annually
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BSC Example: Natonal
Istrance oy, USA

6,500 employees, $4 billioNeEvenue 1994
Substantial losses and maiked for closure
INEW managementiezii hied

INew: strategy of spEcialist nekgeneralist
IAsUrer

BSCimplemented over 24 moniigs

Companyrsurvived andibecame projitaile
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StaikenpIder
Appreach

RPriman/ ebjective Is. eelined

Stakeholders areddentified

Priniany; and-seconeai/ en|ECulVESHoIFEaCH
stakehelder greup are derivea

Strategy ol satistying stakeholdess Isiderived

Performance measures are derived
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Stakenolder Peroimance
Vlieasures

B Secondany ehjectives arerseilio each greup

m Performance measures;ale defined for each
secondany objective

m \ieastirement almsSHior COVET:
m Value received
m valuerprovided
N PlECESS Efficeincy

m Efficacy
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StakenolderExample:
Bankof Vientreal

@pjectives identified
Stakehoelders identified

Periormance Vieasuies' setlior PEriomMance
drivers

[.criteria used e PERorMancCElmeEasSUre
selection

Performance scores used
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=jeivio)ple) =jife[ej<itinle) Eiro)t]c]

mN @ANIEI BeyonarBudgetngiseuneNizieNion
11996

. Newimanagement sysiemsiavelding the Use
of fixed budgetss

m Periormance Managementisieasedion seliz
geverning-pusinesstunits
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[Features oiINe=BUdget
COmMPAaNIES

llargetsirelatertorcompetition

Anticipateny systems ipcitEingeling
ferecasts

Flexipility in InvestiiientmzaREgement

Conitrel*delegateeioront=IIneNnanagers

Rewands pbased on relative periefmance at
Unit/conpany. level

Management Systems



IVIAS Statementon
Vianaegement
AGCOUNINGF 1996

B Condemnation of

traditional appre2EnES:
m do notindicateMew ieNmpreve
B do_not 1dentify. core ISsues
i ‘[ElfeSPEClVE rather than pro-getive

B review results not causes of results
IMA Statement




IVITAS\IEW: O
Perermance Vieasurement

Anrenterpriserwide management sysien

Linkage of strategic okjEGHVES;, CoNne
PUSINESS sirategiesSPeriticallSUCEESS
factors, and keyAperioimance INAICalors

Balancedimix ojfPEeINaNCENNEASUES

Individualrenganizations developrewnRrtRigue
set'ol key perforniance indicate)s

IMA Statement



FeNECaSHING:
VIETEES

B Extrapoelation:

SMEBING/AECOIIIPOSILIGN
B Catsal: regression and econemeElicmedels

m Box-Jenkins(ARIVMA) & US Buleau of:
Census & Statistics X11 time=series
MEhoESs

Forecasting



FeNECaSHING:
ACHIEVEMENRLS & ChallENGES

m Achievementst

B anticipation

B What-Ifs

B nvestments/heewings
m Challenges:

mLErers — ian@om shocks

Bl Effiers — group think™
BELIV m Credioiity Forecasting




GV Preferences:
Strategy

Link strategy to

annual targets/oudgets

Annual strategyeviews

All'stakeholders identified

IRESearehl & Learmning

GLW Preferences



GV Breleenees:
IREPOING POCESS

@ne Day IReporting

@ne Page Reports

Spreadsheet flexibiliyyAor ciienges
m Reconciliations with linancialieporis
B Effefchecking

m Integration i pessible

GLW Preferences



GLEVV EBrelerences:
Persennel Groups:és K]

Shareholders

Customers

Employees

Suppliers

Financiers

Goevermment

Community.

Competitors GLW Preferences



GV Preferences:
FENRECASHNG

Calendaryearhasis

Vionthly, Updates autemaiicrand/ermantal

Extrapolation metheeNer SWIES

Keyrassumptions

Include:

@perations Cashflow

Profit & Loss Balance Sheets

Taxes GLW Preferences



Concitsion

Alternative manage ment sysienis

AllgnRrwith strategy

Balancedwview of data

Balanced.view Infiine

[Fiexinle

Understandable
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VWEnR SItes

WWW: Dalancedsecorecard:ong

WIWW:Beyendolagelingrong

WWW.CImarerg. Uk

WWAW. glwselitwareseom:au

WWWEITAC.0kg

WWAWAHIManet.erg
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