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Abstract

Pei.-f,orntartce tlrcasw.etlxent is all-ettdearittg givett its vctriotts roles iclentified in literatures' In spite

of its sltortcofirirtgs accountirtg perlbrntartce ttteasLtt"es have been traditionctlly and largeiy used by

orgattisatiorts to fltattage strategtes to tJte adt'antage oJ'stakeholders" On this note' tlis paper

criticalll, eyaluates accotltttittg-based petfortllatlce nleaslrt'es pttrpoiely to give insight on the need

ic entbrcce contprelrcttsiye perforntatlce tlleasltres as cotttenptorat)) nrcaslil'etnent toals fot'eJfectitte

ecotrontic rrla,agenre,t. fiis is acltieved. throtrglt conceptual clarfficatiott o'f pet"fonnance and'

per-fot-ntance nleQsuretTterfi; et'alutttion O.f accottnting-based petfonnance filedtst'tt'€nrcrtt Ltsirtg

Mercllatlt attd Vatl der Stede (2007) et,altlatiotl criteria.; c].etailed discotn.se oll lal.iotts

contpreltensive perfortttatlce fileasLtrentertt trtodels tlt{tt ltave evolvecl over the past tv'o dec:ades' -'t'itlt

e*tplrusis o1 tlteir strertgtlts artd v,eaktrcss; attd' concluding remat*s with advise that CIMA's

su.ggested steps to develop art effective petfurntance nleasurenTents be followed to derive maximurtt

b *, n1t p'o'n an)' ch o s e t t p ery o n t ru n c e il t e q s Ltr efi'ten t m o ci ei'

1. {ntroduetion
organisational success is usually described tlrrough the word "perfomance"' This makes ttre issue

ofperfonnance-lTleasulementarnuiti-disciplinaryfieidofengagement'Expertsintlrefieldof
operation management, marketitrg, finance, economics, and psychology in one way or tlre otlrer,

partake in the develop,rent of various straiegies. This is in terms of providing ttrreoretical and

practicar knowiedge iequired of organisations to monitor perfonnance at both individuai and

qrganisaiional levels. In the field of operation l]]anagelnent for exampie' ,reasures are developed to

gaugeefficiencyandeffectivenessofbusiness"whileinthefieidofrnarketing'muchemphasisis
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rlyed;on ensuring the final outcome of marketing efforts in tenns of customer satisfaction andeffecttve competitive advantages which are measurable as inform"t", ,", nt-r*ng and control(I'Ieely' 2a0q' other disciplines including those earlier mentioned, engageinthis line of practice
matnry to maximise sharehorder varue (Merchant and van der stede, zaoi

lndeed, performance measuretnenl is all-endearing given its various role identified in literatures.Bento and Bento Qa\q see performance measurement as enabling means for organisations to plan,measure' and controi their performance through *h*h d;;i;ions, resources, and activities can bebeuer atigned with srraregies ro achieve a"rir"jr.rrrtr. t#rrr,;r;;i;;;ffi" services (200r)ascribe the pro'ision of means of recognising and ,ewarding good performance and managing poorperformance both at individual, division, and organisationairevels as tlie main role of perfounancemanagement or measurernent practice. Brunnetto and Fair_Wh arton (2005) and Hood (lggl)affirmthat performance measurement practices assist organisations to avoid conflict and ambiguity in thepursuit of main objectives of firms. 
vv,'rvr 4'u

Although other disciplines with interest in performance measurement provide various metricsfocusing on different areas of operation, accounting perfonnance measures have been traditionallyand largely used by organisations to manage strategies to the advantages of stakeholders. Murphy(1999) in his Jtudy-of executive compensation, revealed that at reast one accounting measure arefound to be included in annual bonus ftan or 161 firms out of 177 sampled fims. However, relianceon accounting-based measures has severe short-comings. These range from i,rperfect surrogate foreconomic income' facilitating shortermism, the encourJg.**iof data manipulation such as gamingand slack buildlng.

In response to these criticisms, a great deal of attention has been devoted to the development ofcomprehensive performance measureruent. Thi. .r;;;;;iary strive consists of borh financiar(accounting-based) and non-financial measures to facilitate effective economic management. It is onthis that this paper critically evaluates accounting-based performance measures purposely to giveinsight on the need to embrace comprehensir" p"rlo.m""J;;;
toors for effective economic manage*ent.'! 

Y v ver rvr,r.rtue r*easures as contemporary measurement

The subsequent part of this paper is strucfured as follows: section two gives brief conceptualciarification of performance and perfotmance measurement. section threelvaluates accounting-based perfonnance measurement using Merchant and van der Stede (2(fl)evaluation criteria.section four provides a discours. on t*ious cornprehensive performance measurement models thathave evolved over the past two decades with emphasis o' th"i. strengths a,d rveaknesses. sectionfive provides conciuding remarks with advice that cIMA's suggested steps to deveiop effectiveperformance' rneasurements should be follorved to derive maximu'r benefit of any chosenperfonnance measurement model.
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7. cenceptual clarification of Ferforelance an<i Fericrrnance l$easurer*ent

Ccnsensus on the meaning of perfomrance is not availabie as scholars like Carneron (1985) affirm

the absence of agreed clarification of the concept. This has 1ed to different perceptions anrl

interpretaticn. A leeway to conceptlai1y clarifying the concept of performance is to de{ine it from

ihe perspective of various activities caffy out in any organisation and tire resources use in the process

to achie'e set of objectives. The ability of any organisation to achieve its objective through various

activities embarked upon anci using reasonable resources is usualiy the basis ofjudging how x'ei1 an

organisation is perfonting. ln fairly precise tenn, performance can i:e described as the nature and

quality of activities can'ied out using reascnable resources to achieve the objectives of an

organisation or eltity. Primariiy, the objective of a profit-oriented organisation is sliareholders' value

inaximisation anci by extensicn stakeholders' value (SinK, 1991)' By interpretation' a good

perfonnance measurelnent practice ilust identify that a relationship exists alnong activities/process'

resources, and output (objective).Therefore, perfonlance lleasurement is the process of detennining

1ior.v effective are the activities put in place in the reaiisation of an organisation's objectives and hou'

*i6"r""t the process is in the utilisatio, of resources in canyingout those activities' These ideas' to

a great extent, align with the description of perfonlance measurement offered by the chartered

insritute of Management Accounting (GIMA) in its oificial tenlinology of 2005 that it is :

tlte process of assessittg the proficiency tuith v'hich a reportittg entifi' succeed's'

b1; the ecortoiltic acquisitiort of resotu'ces anel their fficient atid ffictitte

deplol:lnent, in achiel,ittg its objectilles. Pet.formaltce ffieasllres ruay bg

based on non-financisl as v'ell as on financial inforntation'

-lteroperability Cleariirghouse Giossary of Ten1s, 2005 equaily states tirat performance

-i:easurentent is:

tlrc process of rievelopittg nreasurable indicatot's tltat catr be

systematicall,- ttaclced- to assess pragress made in achievittg

precletennined goals and ttsitrg such indicators to a'tsess

progress in achiet'ittg these goals'

These tu,o definitions emphasise the main aim of any performance lteasurement practice to be the

;fiainmeilt of predetenlined objectives oI goais' They also stress models of pursuing the practice

.r,rhich are beyond accounting lreasures. More irnpor-tantly. the definitions indicate that the practice

cf performance measurement entails the developn1eni of parameters to assess or track the extent to

rvhich objectives are achieved. These parameters are expressed differently in different literatures but

iirey reflect similar ideas. some desigirate the palatneter as perfonnance measures' others cail it

performance metrics, rndrile others refer to it as Key Perfonlance Indicators (irJi). However,

=erfoi:nance 
indicators are more coprmonly used. Eckerson (2006) describes KPI as a iletric that

.:i:rbeds perforuance targets so that a* orga*isatio* or entity can track its progress tor'vards set goais'

-erfonnance indicatoi.s *reasul-e tlie vital activities anri processes that reflect the health of an
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organisation, contrary to plain measures that measure non-critical activtties aad processes.

Fnrthermore, they align ali leveis of an organisation and ensure that all individuals ate 'marching,
towards the same goals. Thus, perforrnance indicators are more than piain measilres; they are
rneasures that incorporate a eantext. This context is given by strategy and objectives, as rl,etl as by
i.argets.

Scholars have identified various ways in which performance indicaiors can be classif;ed. For
instance, Fitzgerald et al., as mentioned in Netly, Gregory and Platts (1995) classified performance
indicators into: lagging and leading indicators. Accordingly, lagging indicator are those that reiate to
results while leading indicators are those focusing on detenninants. Leading indicators measure
activities and prccesses that have significant effect on the future performance of the organisation.
They measure the so-called key drivers of the organisation. Leading indicators provide an eariy
indication about whether the strategy is being implemented successfully. They are either based on
the current state, or on a fufure planned state. Quality level, employee morale, and on-time deliveries
are typical examples. The consensus is that focusing on leading indicators will have a significant
impact on lagging indicators. Fitzgerald et al., as reported in Neely et al.,(L995) equally argued that
increasing quality level and high employee morale are often foltrowed by higher customer satisfaction
and consequently, an improvement of financial results. Lagging indicators, on the other hand,
measure the results of past activities and processes of the organisation such as its past performance.
Typical examples of lagging indicators are traditional finaricial measures such ur r'"ven re, costs, and
profits, and non-financial indicators such as market share.

Keegant et al., citedin Neely et al., (1995) make a distinction in their performance measurement
natrix between indicators that rneasure internal aspects, and those that rneasure extemal aspects of
the organisation. Internal indicators are typically related to processes, costs, and revenues, and may
include measures such as number of new products, manufacturing costs, productivity, and cycle
times. Extemal indicators usually relate to markets, customers and shareholders and. may include
measures such as market share and customer satisfaction. Kaplan and Norton (lggl) on their part
advocate the use of bo& financial and non-finaacial measures. Financial indicators include
traditional measures such as profit, return on investrnent, and price variances. Typical non-financial
indicators include quality level, customer satisfaction, on-time deliveries, and employee morale.

With these classifications, one may infer that a good performance measurement practice should
reflect the ability to provide information that can assist managers in all activities gennane to the
attainment of an organisation's objectives. This requirernent makes accountipg or traditional
measurements to have limited capacity in providing adequate and relevant feed-forward and
feedback infonnation necessary to survive in the contemporary business environment. In view of the
foregoing, it will be of relevance to evaluate the strengths and weaknesses of the accounting-tased
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performance measures and comprehensive perfonnance measures using the crtteria of congruence,

controilabiiity, precision, objectivity, understandabilrty, and cost efficiency.

3. Accounting-irased Perf'errnance h€easures: Its Strengths and \4/eaknesses

Accounting-based measures can be viewed to consist of residuals tenas such as net income after tax,

operating profit, residuai income or econornic value added or expressed in ratio such as return on

investment, refulx on equity or return on assets. They are all refer to financial measures of

performance because of being usually denorninated in a currency such Naira (Merchant and Van der

stede, 2007). The measures are products of various financial reporting standards. Acccunting-based

measures are used in practices as result-control techaiques capable of playing vaiuable roles of

motivation and decision making. Hall (2011) is of the opinion that psychoiogical theories af,finn the

efficacy of perfonnance rleasures in influencing individual perfoimance through cognitive and

motivational mechanisms. It can be described as a strategy of achieving the rnain objective of a finn-

shareholders' value rnaxirnisation. This is made possible through the indirect measurement of

individual eraployees' contribution to the value creation of the firm.

(h4erchant ef at.,2007) ascribe the criteria of tirneliness, precision, and objectivity as strengths of

accounting-based measures. Tliey argue that accounting profits are usually measured r'r'ithin short

periods of time in a precise and objective manner. This, in effect, goes a long way to encourage a

manager io exert more effort in the pursuit of the organisation's objectives. Eeing objective

measures, individuals respond in a better way to feedback than lvhen there is no clear-cut or vague

statement such as "do your best". The incentive based on objective accounting measures also reduces

the argument that pay ernanate from measurement method. Thanos and Papadakis (201 i) also affinn

that accounting-based ireasures are less inflilenced by pctential tiias'

Since tire main objective of an organisation is profit maximisation, accounting lreasures effectively

reflect this goal and thus can be said to be relativeiy congluent with finn rralue maximisation' For

instance, Ler, (1989) empirically establishes positive correlation between accounting profit and

changes in stock plices. This evidence shorvs that individual managers are actually pursuing their

indivi<iuai goais as v,,eii as firm aspiration of increase in vaiues measureci through stock perfornance'

In tenns of controllability, accounting measures can be said to be witliin the authority of managers

rn,hose activities are being monitored. The effo* expend by managers is i'elatively refiected in the

form of positive operating profit that fonl the basis of various accounting illeasures. Indeed, Sloan

(1993) is of the opinion thar accounting profits are not as severetry affected by some uncontroiiable

factors (such as intelest rates) as market prices.

Aparl fi-orn the foregoing. accounii*g rlleasures are inexpensive and rinderstandable. Since. ii is

statutorily requireci ior fimrs to nieaslu-e and reporl financiai i-es-.riis to outside users, pafiiculaily

sirarehclders and creditors- the salire ciaia is used as basis ol ccniputing \'arioits pei-foitl]iti-ice
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indicators at little or no cost. It is familiar measures that have been in use for so lcng and of ccurse,

the principles upon which the measures are derived are being taught in standard aecounting courses

in schools (Merchant et a\.,20A7).

Frnally, Drury Q012) advances sorne reasons why acoounting measures are predominant control
measures in practice. These reasons include: the need of organisations to express and aggregate the
results of a wide range of dissirnilar activities using a cofilmon measure are usually met by accounting
r:oeasures; the manager's natural wiliingness to monitor performance in monetary Eleasures are also
lhe focus accounting measures; accounting measures considerably gtve managers a sense of
autoaorny; it also allows managers to use cofirmon decision rule when considering alternative courses

of action; and finally, outcome or output expressed in financial terms continue to be effective in
uncertain environments. However, Merchant et al., (2AA7) is of the view that accounting measures

ofperformance are notperfect reflections of firm value changes. In other words, accounting measures
do not perfectly reflect economic incorne because of the following reasons:

First, accounting profrts are products of accounting systems that are transaction-oriented and which
do not reflect most changes in values that are not products of transaction. Accounting measures are
also highly dependent on choice of measurement method. Identical economic events can be measured
using different accounting approach. Of particular example is a different method of depreciation
options. The conservative principle applied in recognition of revenue and expenses for computation
of accounling.profit measures is also responsible for less perfect measurement of economic value of
the firan as revenues are not well rnatched with expenses. This thus makes the accounting measures
to be conservativelybiased. Less recognition accorded to intangible assets, such as human resources,
information systems and customer goodwill, in the computation of accounting profit measures makes
it iess perfect reflection of econonric value of finns especially in this era information age.

Second, accounting profit measures also fail to reflect the cost ofinvestrnent in working capital where
there is bad investment in extra inventory, as well as cost of equity capital Ieading to over statement
of profit. This is based on the argurnent that real income is only earned when the retuflls on capital
are greater than the cost of capital. The general thesis that economic value derives from future cash
flows is lacking in the cornputation of accounting profit measures since it is based on past events or
transactions.

Given the foregoing weaknesses, it is essential for managers with keen interest in effective economic
management of an entity to know that reliance solely on accounting measures of performance as a
control technique can create a number of dysfunctional behaviour. Indeed, accounting performance
measures are often accused of stifling innovation and learning (e.g. Bartleft & Ghoshal, 1993;

x,

)n
^fJI

:d

lf
te

rd

1-

rf

rf
rt

e

rS

n

I

i

v

f,

I
I

r

s

1

(,1

)



Enrmanuei, otley, & Merchant, 1990; Hope & Fraser, 2003), encourage or induce data manipulation'

interdepartmental strife, job-related tension, group based 'anti-manzgement 'behavior' 'gaming' and

short-termism (Marginson & Ogden, 2005)'

4. Cornprehensive Performance Measures:

Numerous among the shortcomings of accounting measure of performance are often addressed by

well thought out combination of measures or comprehensive measures (Merchant' 20{J6)' This is

achieved by combining more fufure-oriented measures v"ith accounting measures to attain a balanced

performanc" *"urrr"irent system- Non-financial measures are future-oriented measures rn'hich can

provide advanced information about what the future holds. They are the ieading indicators of future

performance. Tiiese measures are usually expressed in the areas such as market shates' research and

development, product quality, customer satisfaction and many more that may indicate the

accornplishment of organisational goals'

Integrating accounting measures rn ith other non-financial rneasures discourages managers from

pursuing short-term profit maximisation stlategies at the expense of firms' future prospects' Non-

financial measure components of comprehensive perforrnance system are a set of value drivers with

capacity to focus on present scenario that may translate to increase in firms' future value'

comprehensive performance lneasures essentially contain leading i0dicators;reflect economic effect

on shareholder value of specific lnanagement accogrplishment and failure more quickly than only

accounting measures (Merchant et a:.,2007)' In effect, it encourages managers to be more conscious

of drivers of future profit. Multi-dimensional approach to perfonlance measulement may also

provide complete reflection of performance since it captures areal ofPerl-T:l"" tirat are not

reflected in summary accounting lneasures' Consequently' ali aspects of an organisation's process

rr.,hich are genxane to its success are weil reflected to managers, tirus minimising manager's tendency

of sub-optin:isation and facilitating goal congruence

The interest of all stakeholders can be said to be adequately catered for through the use of

comprehensive system of perfomarce measures since both lagging and leading indicators as

elements of this approach cover ali aspects of an organisation's existence' Specificaily' the interests

of ernployees, customers, suppliers, ent'ironntentalist. goverlment' and society at iarge are in one

. way or the other, expressed as metrics to measure perforuance completely' In addition'

comprehensiveperformancemeasuresmayassistm.anagersrvitlrcleardirectionratlrerthansingle
accounting Eteasufes, thus elhancing understapdability' Reliance solely on accounting lneasures

may not give clear picture of r.r,hat finn expects of a nanager' It{ore imporlantly' comprehensive

measures are indefinitely flexible since marragers can integrate l]]ol'e lneasures to reduce or minimise

anyweaknessobseruedinexistingperforrnance111easurementSystem.



Although, compreheasive perforulance fileasllres pcrtend substantial benefit than single accouniing
;leasures, essential factors cr issues such as:

4 maintenance of fit beffr'een ciganisaiicn characteristics and cholce of*ieasures incl-rrded in a
perfomrance measuremei:i sysiem must be cntieally evaiuated;

b) decision on horv to rneasure each indicator in e s,vstefii and nu-nbers cf rneascres ts be
includeC nrust be adequately scru:irised; a.id,

c) also very important to"orrsii*, is the size of u,eigilt at:a.chta eachmeasure in the si,s1gfii.
4.X B{ode}s ef Centprehensive Ferf,*rmairce In€easr;res

The iniefhrite flexibility earlier mentioned as a feature of coiripreirensive perfbnnance Elsasure,.le*t
system has encouraged the development of a var-iety of models of performance measirement.
Prominent aixong these models are: Balanced Scorecard, Performance Measurement Matrix,
Perfonnance Pyramid System, Perfonuance Prism and European Foundation for euality
Managernent (EFQM). Sh'iteska and Spickova {2012) affirm that the rnentioned perfor:nance
measurement models are more colnmon arrd more cited approaches to performance rneasurement, .
However, each modei has its benefits and iiudtations briefly discussed as follow:

Balsnced Scorecard (BSC): This rnodel was developed by Kaplan and Norton (lgg1,1996 ). It is
used to describe, implement and manage strategies at all levels in the organisation. Schwartz (2005)
arglies tliat BSC proyides three basic functions of measulernent s,vstem, system of strategic
management, and the tool for communication. In specific term, BSC is preinised on the lcgic of
aligning an organisation's vision and strategy into measurable fixed targets and inteliigible sets of
financial and non-financial perforrnance indicators. It aims to provide managelnent \4,ith balanced
measures based on four perspectives: the financial, the customer, the internal pl:ocesses, ar,d the
iearning and growth (Garengo, Biazza and Eititci, 2005). Striteska {2010) explains the logic of the
ra'+rd "'.ta1*,sce" in ii:e inodel to mean equabiiitybena,eet the sliofi-tenl and long-temr goals; required
1c3;r;i and cilryut; internal and external perfoi:nance indicators; and financiai and non-fin anxial
r:rd.icaicrs.

The first of the four perspectives of BSC (financial perspective) measures an organisation's ability
to nrake profits. This is usuaily expressed in the form of performance lation of Return on Invesrment
(R-CI), Returr on Assets (ROA), R.eturn on Equity (ROD and aiso in absolute time of cash flow and
profit. The second perspective, Custorner Perspective, v,,hich is evaluated and rueasured through
rretrics such as company irnage, market share, customer retention, and product quality; rneasures
how custorners see the organisation (Drury , 2012). The third perspective is the internal process vrhich
focuses on what business process an organisation n:ust put in place to excel in effectively satisfying
customers and shareholders. This perspective consists of lead measures that are linked to the
organisational business process. The process spans through product developmentto the sales/services
rendered to customers (Garengc et al., 2005). Learning and groinzth perspective, the fourth
perspective, adciresses horv organisations can continue to irnprove and create r.alue through theiuse
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ofcontinuous learning strategies. The four perspectives offer a trarsparent picture ofinterconnection

between the organisation's success and drivers of performance (Striteska et al., 2A14.

BSC, according to Striteska et al., (2A12), has the capacity to assist organisations with clarity of
vision and strategy to be adopted to achieve the vision. It aiso facilitates consistent rnonitoring of
strategy, provides basis of concentrating on strategic criticai business objective, and, it serves as

instrument to management in the identification of cause and relationship among critical success

factors. Notwithstanding these strengths, BSC fails to express all the interests of stakeholders. trt is

also constructed as a control tool rather than an improvement tool. More often, metrics constructed

based on BSC are unattainable.

Performance Measurentent Matrix: Keegan, Eiler and Jone (1989) introduced this model of
measurement to help companies translate strategic objectives into measures of performance through

an integrated approach. It integrates different dimensions of performance in a fwo-by-two matrix

combining cost and non-cost perspectives with internal and external perspectives (Garenco et a1.,

2005; Striteska, 2012). Neely, Adams and Kennerley Q0A2) see this integrative approach as the

strength of this model. It has also been described as simple and flexible. However, Neely, Mills,
Gregory and Richard (2000) criticise the rnodel for not including some perspectives that are explicitly
included in other model like BSC.

In response to this shortcorning, Fitzgerald, Johnson, Brignall, Silverstro and Voss (1991) developed

a rnodified system of performance rneasurement matrix labelled: result and detenninant. As remedy

to the identified shorlcoming, they ensure that the modified model provides a link between different

dimensions of business perfonnance. The Modified perfonnance measurement matrix is prernised

on the assumption that in any organisation, there exist two basic types of perfonnance measures:

those that relate with result and those that deai with the detenninant of the result. Neely et al., {2A00)
describe the dimension as a way of relating lesult measures as function of determinant measures. ln
other rn ord, the result measures are laggirig indicators rn hiie determinants measures are the leading

indicators. In terms of strength, rnodified perfonnance measurement rnatrix is able to specify in more

<ietail, the nature of the measurerlent and also provide a basis for useful development. Thb model,

on the other hand, suffers from the following shortcomings: It excludes customers and human

resources as dimensions of performance. It is, to a great extent, complex to undetstand and use.

Petfonnance Pyramid S1/,s1em: The main aim of this model, proposed by Cross and Lynch (1992), is

to link organisation strategy with its operation in a pyramid built on four levels. The pyrarnid creates

a link through which an organisation's strategy is translated to operation. In precise tems, objectives

are translated to operational activities from top-dornn, u,hile the performance fileasures are built from
the bottom.up (Tangen, 2004).The four-level objectives relate to an organisation's external

effectiveness as rveil as intemal efficiency. The first level of the pyraniid provides description of
overail corporate vision divided ir,to individual business unit objectives. At the second 1evel, shofi-

term and long-term goals are set; *,hile the third level contains day-to-<iay operational ineasures. Tire

last ler,,el consists of four key indicators: quality, cieiivery, cycle time, and waste.
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The model has the strength of integrating corporate objectives with operational performance

indicators, as well as managing performance strategically. Unfortunately, performance pyramid

ufrr*r, faiis to provide any mechanism to identify key performance indicator and to specify form of

ilieasures.

performance Prism: This is a three-dimensional model with a main objective of measuring

perfonaance of the u.ho1e organisation. It u,as developed by a team of experts: Neely, Adaras and

ilcno"ri.y (2001). perfonnance prism was concepfualised rn'itir five different faces representing

spe"ific ,r"u, ofuoulysis. The faces are: stakeholders' satisfaction, strategy, process, capability and

srakeholders, contribution. All faces of the prism are iltenelated or iinked sequentially" The needs

or interests of the stakeholders infonn the strategy to be put in place; the strategy fonns the basis of

the process rvhile the capability is an off-shoot of the process. Performance Prism provides

description of comprehensive measurement system that deals with key business issues applicable to

profit and not-for-profit organisation Q'{eely, Adams & Crowe, 200i)'

The positive side of this model is in its ability to reflect all new stakeholders such as employees,

suppliers, alliance partners or intermediaries neglected in most performance measurement models. It

also takes into consideration the stakeholder contribution into per-formance system, with emphasis

on the need for strong foundation for all performance measures. However, the model is not explicit

on how the performance measures are to be implemented. It also fails to provide strong logic between

the results and drivers.

European Foundatiott for Quality Managenzent (EFQM): with the support of the European

Commission and European Organisation for Quality, this model was introduced in 1991 to assist

organisations to track their progress to excellence and continuous improvement (Striteska ef

at.,2012). The model is based on eight fundamental concepts of excellence: results orientation;

r,eopie development and involvement; customer focus; continucus learning, innovation and

i*pr*vement; Ieadership and constancy of purpose; parlnership development; lxanagement by

process and fact; and public responsibility.

For the model to achieve its objective of tracking progress of exceilence, the fundamental concepts

are furtirer expressed and classified into five key drivers or enablers and four outcomes or results-

Within this modei are five drivers: leadership, people, policy and strategy, parlnership and resources,

and processes. These drivers are expected to propel the four results of people, customer, society and

key performance outcome. The criteria of enabler and results are further classified into thirly-two

sub-criteria addressing typical areas of importance. The model, as a self-assessment tool, has the

cauacity to assist managerc in conducting comprehensive, systematic and regular review of an

organisation's activities and result through a methodology entailing five steps: detennination of
required results, planning and development of approaches, assessment and review of results

achieved, Firms such as health institutions, schools, public safety sewices, and local government

institutions and many more find the model to be very useful across Europe.

In referehce to its strengths, the modei strengthens the sense of quality. It recognises the strong and

weak points of organisations; allows shorllisting of indicators based on reference to good practice,

65

1C

es

es

m
ai
of
1-



creates basis for comparison of business process with external business, and it al1ot's leedback fiom

result to improve the drivers. Soile of the weaknesses suffered by the modei are: it has the tendency

to encourage bureaucracy; does noi give clear guideline on ho.'v to design and conduct effective

performance tneasurement; it may not be suitable for effective enierprise comnunication, and finally,

it is not an instrument for strategy iniplementation (Striteska et aI.,2012).

5. Conelusien
Perfomance measurefilent, as identified in this piece, assists organisations in many ways It ranges

from provision of information for botir strategic and operaiion pulposes to continuaiif inotivating

managers and subordinates to pursue organisaticnal goals. But organisations can oniy drive these

benefits maximalty through a riodel that combines both the leading and iagging indicators such that

the present and future scenarios of organisations are adequately captured. Numerous models rvith

these peculiarities have been deveioped and ale abound in the literatures. The ntost common and well

cited are those reviewed in this paper.

With all these varieties of models at the disposal of organisations, managers need to make the choice

of a modei that has a semblance of the organisation's context to get the maximum benef,rts inherent

in the selected model. It would also provide measures to tackle any shortcoming the chosen model

may possess. For an organisation to choose an effective perforurance measurement model, this paper

is of the opinion that such decision should be initiated by following the six steps suggested by CIMA

(2008):

D evel op ntent of effective p et'fonnance nxe as Lil'eillerfi sys t eitt

i. The perfoflitance measurelrent system must be integrated witir the overall strategy of the business.

ii. Tirere must be a system of regular feedback and rerrierv of actual resuits against the original pian

and the perfonnance fileasures tiremselves,

iii. The perfonnance measurepent system must be comprehensive. It needs to include the range of

factors that contribute to the olganisation's success such as competitive perfonlance, quality of

service and innovation. This requires a range offinancial and non-financial indicators.

iv. The system must be owned and supported throughout the organisation. The implementation must

be top-dorvn so that individuals setting strategy can detenline the objectives and deveiop appropriate

top-ievel measures. These should filter dorvn to the rest of the organisation. Other leveis throughout

the organisation should set their owrl measures in consuitation rvith the level above and these ilust

be consistent with the top-level illeasures.

r,. N{easures need to be fair and achievable. Where perfontance lneasures are used to rervard

Irianagers' perfonnairce, tire evaluation should include only the elements ihey have direct coirtrol

over.
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ul" Th€ system and results reporting need to be sirnple, clear and understandable, particularly to non-
*r,ance professionals' There is a need to prioritise and f,ocus so that only the key perfonnance
:riicatars for the business in strategic tefil1s are measured.
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