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ObjectivesObjectives

�� Strategic BaseStrategic Base

�� BalancedBalanced

�� EfficientEfficient

�� FlexibleFlexible

�� ReliableReliable

�� UnderstandableUnderstandable
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Current ApproachesCurrent Approaches

� Tableau de Bord
� Balanced Scorecard BSC
� Stakeholder Approach
� Theory of Constraints 
� Activity Based Costing
� Beyond Budgeting

�� Tableau de Bord
� Balanced Scorecard BSC
� Stakeholder Approach
� Theory of Constraints 
� Activity Based Costing
� Beyond Budgeting
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How Did How Did WWe Get Heree Get Here??

�� Johnson & KaplanJohnson & Kaplan
�� AICPA Special Committee on   AICPA Special Committee on   

Financial Reporting 1994Financial Reporting 1994
�� Business Reporting SurveysBusiness Reporting Surveys
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”Relevance Lost” 1987”Relevance Lost” 1987

�� Accounting Accounting –– no accurate signals on  no accurate signals on  
efficiency & profitabilityefficiency & profitability

�� System designers need to understand System designers need to understand 
production processesproduction processes

�� NonNon--financial indicators are vitally financial indicators are vitally 
importantimportant

�� Indicators should be based on strategyIndicators should be based on strategy

�� Return to operations based measures.Return to operations based measures.
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AICPAAICPA

�� AICPA Special Committee on Financial AICPA Special Committee on Financial 
Reporting 1994:Reporting 1994:

�� Users need forwardUsers need forward--looking informationlooking information

�� Financial and NonFinancial and Non--financial measuresfinancial measures
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Surveys:  UKSSurveysurveys:  UK:  UK

�� Business Reporting Survey April 2000: Business Reporting Survey April 2000: 
Proposal #5:Proposal #5:

�� include Forecastsinclude Forecasts

�� include noninclude non--financial informationfinancial information
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SSurveysurveys:: USAUSA

�� Survey 1998 of top executives in US Fortune Survey 1998 of top executives in US Fortune 
firmfirmss and Canadian Post 300  Companiesand Canadian Post 300  Companies

�� NonNon--financial measures are importantfinancial measures are important

�� Many are not measured in practiceMany are not measured in practice

�� Many measured are not used in practiceMany measured are not used in practice
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SSurveysurveys: Australia: Australia:: 11

�� Management AManagement Accountingccounting in Large in Large 
Manufacturing Companies 1997:Manufacturing Companies 1997:

�� Many nonMany non--financial measures adoptedfinancial measures adopted

�� High benefits from nonHigh benefits from non--financial financial 
performance measuresperformance measures

�� Companies have only just begun to use Companies have only just begun to use 
the Balanced Scorecardthe Balanced Scorecard.
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SSurveysurveys: Australia: 2: Australia: 2

�� NonNon--financial performance factors in financial performance factors in 
Australian listed companies 1998:Australian listed companies 1998:

�� Customer service, market performance, Customer service, market performance, 
employee involvement highly importantemployee involvement highly important

�� Lower rating for innovationLower rating for innovation

�� Some important factors not measuredSome important factors not measured

�� Some factors measured not used.Some factors measured not used.
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TTableauableau de de BordBord

�� Emerged in FranceEmerged in France

in early 1900sin early 1900s

�� Developed by process engineers working on Developed by process engineers working on 
causecause--andand--effect relationshipseffect relationships

�� Involves translation in stages:Involves translation in stages:

Mission=>Objectives=>KSF=>KPIMission=>Objectives=>KSF=>KPI
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Balanced Balanced 
Scorecard (BSC)Scorecard (BSC)

�� StrategicStrategic

�� measurementmeasurement--basedbased

management systemmanagement system

�� originated by Kaplan & Nooriginated by Kaplan & Norrton in USAton in USA

�� pprovides rovides aa method of aligning business method of aligning business 
activities to the strategyactivities to the strategy

�� and monitoring performance of strategic and monitoring performance of strategic 
goals over timegoals over time
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BSC  Perspectives &Outcome MeasuresBSC  Perspectives &Outcome Measures

CustomersCustomers Market share, customers added,  Market share, customers added,  
retainedretained,, profitability, profitability, 
satisfactionsatisfaction

FinancialFinancial Return on Return on iinvestmentnvestment, economic , economic 
value addedvalue added

IInternalnternal Quality, response time, costs, Quality, response time, costs, 
new new producproductt introductionsintroductions

LLearningearning Employee satisfaction, retention, Employee satisfaction, retention, 
productivity, information productivity, information 
systemssystems.
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BSC ApproachBSC Approach
�� AA strategy is agreed and communicatedstrategy is agreed and communicated

�� Perspectives are identifiedPerspectives are identified

�� Objectives are proposedObjectives are proposed

�� Performance measures are proposedPerformance measures are proposed

�� Stretch targets are derivedStretch targets are derived

�� Annual budgets are establishedAnnual budgets are established

�� Monthly/quarterly reviews are conductedMonthly/quarterly reviews are conducted

�� The strategy is reviewed annuallyThe strategy is reviewed annually
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BSC Example: National BSC Example: National 
InsInsuurancerance Coy, USACoy, USA

�� 6,500 employees, $4 billion revenue 19946,500 employees, $4 billion revenue 1994

�� SuSubbstantialstantial losses and marked for closurelosses and marked for closure

�� New management team hiredNew management team hired

�� New strategy of specialist not generalist New strategy of specialist not generalist 
insurerinsurer

�� BSC implemented over 24 monthsBSC implemented over 24 months

�� Company survived and became profitableCompany survived and became profitable

Management Systems



Stakeholder Stakeholder 
ApproachApproach

�� PPrimaryrimary objective is definedobjective is defined

�� Stakeholders are identifiedStakeholders are identified

�� Primary and secondary objectives for each Primary and secondary objectives for each 
stakeholder group are derivedstakeholder group are derived

�� Strategy of satisfying stakeholders Strategy of satisfying stakeholders iis deriveds derived

�� Performance Performance measmeasuures res are derivedare derived

Management Systems



Stakeholder Performance Stakeholder Performance 
MeasuresMeasures

�� Secondary objectives are set for each groupSecondary objectives are set for each group

�� Performance measures are defined for each Performance measures are defined for each 
secondary objectivesecondary objective

�� Measurement aims to cover:Measurement aims to cover:

�� value revalue recceivedeived

�� value providedvalue provided

�� process process efficeincyefficeincy

�� efficacyefficacy
Management Systems



Stakeholder Example:Stakeholder Example:
BanBankk of Montrealof Montreal

�� Objectives identifiedObjectives identified

�� Stakeholders identifiedStakeholders identified

�� Performance Measures set for performance Performance Measures set for performance 
driversdrivers

�� 7 criteria used for performance measure 7 criteria used for performance measure 
selectionselection

�� Performance scores usedPerformance scores used

Management Systems



Beyond Budgeting GroupBeyond Budgeting Group

�� CCAMAM--1 Beyond Budgeting Round Table from 1 Beyond Budgeting Round Table from 
19981998

�� New management systems avoiding the use New management systems avoiding the use 
of fixed budgets.of fixed budgets.

�� Performance Management is based on selfPerformance Management is based on self--
governing business unitsgoverning business units

Management Systems



Features of NoFeatures of No--Budget Budget 
CompaniesCompanies

�� Targets relate to competitionTargets relate to competition

�� Anticipatory systems, including rolling Anticipatory systems, including rolling 
forecastsforecasts

�� Flexibility in investment managementFlexibility in investment management

�� Control Control ddelegated elegated to frontto front--line managersline managers

�� Rewards based on relative performance at Rewards based on relative performance at 
unit/company levelunit/company level

Management Systems



IMA IMA StaStattementement on on 
Management Management 
Accounting 1998Accounting 1998

�� Condemnation ofCondemnation of

traditional approaches:traditional approaches:

�� do not indicate how to impdo not indicate how to imprroveove

�� do not identify core issuesdo not identify core issues

�� retrospective rather than proretrospective rather than pro--activeactive

�� review results not causes of resultsreview results not causes of results
IMA Statement



IMA View of IMA View of 
Performance MeasurementPerformance Measurement

�� An enterprise wide management sAn enterprise wide management syystemstem

�� LLinkageinkage of strategic objectives, core of strategic objectives, core 
business strategies, critical success business strategies, critical success 
factors, and key performance indicatorsfactors, and key performance indicators

�� Balanced mix of performance measuresBalanced mix of performance measures

�� indiviindividdual ual organizations develop own unique organizations develop own unique 
set of key performance indicatorsset of key performance indicators
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Forecasting: Forecasting: 
MethodsMethods

�� EExtrapolationxtrapolation::

smoothingsmoothing//decompositiondecomposition

�� Causal:  regression and econometric modelsCausal:  regression and econometric models

�� BoxBox--Jenkins (ARIMA) & US Bureau of Jenkins (ARIMA) & US Bureau of 
Census & Statistics X11 timeCensus & Statistics X11 time--series series 
methodsmethods
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Forecasting: Forecasting: 
AAchievementschievements & Challenges& Challenges

�� Achievements:Achievements:

�� aannticipationticipation

�� whatwhat--ifsifs

�� investments/borrowingsinvestments/borrowings

�� Challenges:Challenges:

�� ErrorsErrors –– random shocksrandom shocks

�� Errors Errors –– “group think”“group think”

�� CredibilityCredibility Forecasting



GLW Preferences: GLW Preferences: 
StrategyStrategy

�� LLink strategy toink strategy to

annual targets/budgetsannual targets/budgets

�� Annual strategy reviewsAnnual strategy reviews

�� All stakeholders identifiedAll stakeholders identified

�� Research & LearningResearch & Learning

GLW Preferences



GLW Preferences: GLW Preferences: 
RReporting eporting ProcessProcess

�� One Day ReportingOne Day Reporting

�� One POne Paage ge ReportsReports

�� Spreadsheet flexibility for changesSpreadsheet flexibility for changes

�� Reconciliations Reconciliations with financial reportswith financial reports

�� Error checkingError checking

�� Integration if possibleIntegration if possible

GLW Preferences



GLW Preferences: GLW Preferences: 
Personnel Groups & KPIPersonnel Groups & KPI

�� SShareholdershareholders

�� CustomersCustomers

�� EmployeesEmployees

�� SuppliersSuppliers

�� FinanciersFinanciers

�� GovernmentGovernment

�� CommunityCommunity

�� CompetitorsCompetitors GLW Preferences



GLW Preferences: GLW Preferences: 
ForecastingForecasting

�� Calendar year basisCalendar year basis

�� Monthly updates automatic and/or manualMonthly updates automatic and/or manual

�� Extrapolation method for SMEsExtrapolation method for SMEs

�� Key assumptionsKey assumptions

�� IIncludenclude::

OperationsOperations CashflowCashflow

Profit & LossProfit & Loss Balance SheetsBalance Sheets

TaxesTaxes GLW Preferences



CConclusiononclusion

�� AAlternative lternative management systemsmanagement systems

�� Align with strategyAlign with strategy

�� Balanced view of dataBalanced view of data

�� Balanced view Balanced view iin timen time

�� FlexibleFlexible

�� UnderstandableUnderstandable
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Web SitesWeb Sites

� www.balancedwww.balancedsscorecardcorecard.org.org

�� www.www.beyondbudgetingbeyondbudgeting.org.org

�� www.www.cimacima.org..org.ukuk

�� www.www.glwsoftwareglwsoftware.com.au.com.au

�� www.www.ifacifac.org.org

�� www.www.imanetimanet.org.org
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