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Learning Objectives

Lead B2: Discuss issues arising from the use of performance

measures and budgets for control

Component B2a): Prepare reports for the evaluation of projected and

actual performance

-Benchmarking.

Component B2b): Discuss traditional and non-traditional approaches

to performance measurement

-Non-financial performance indicators

-Balanced Scorecard.

Syllabus Link B2c): Discuss the criticisms and behavioural aspects

of budgeting in responsibility centres.

- Criticisms of budgeting and the arguments for and against 'Beyond

Budgeting'.
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Shortcomings of financial indicators

The use of traditional financial performance metrics is widespread,

but the practice has its problems.

• They only tell what has happened over a limited period in the immediate

past.

• They give no indication of what is going to happen in the future

• They are susceptible to manipulation and to the choice of accounting

policy on matters such as depreciation and inventory valuation.

• They do not relate to the strategic management of the business and

may include ‘short-termism
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Benchmarking Types

Benchmarking – is a technique that is increasingly being adopted as 

a mechanisms for continuous improvement.

- A continuous process of measuring a firm’s products, services 

and activities against other best-performing organisations, either 

internal or external to the firm.

• Internal - within the same organisation

• Competitive - direct competitors

• Functional - a similar function in other organisations

• Strategic - aimed at gaining strategic change
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Balanced Scorecard

Financial

perspective

To succeed financially, 

how should we appear 

to our shareholders?

Customer

perspective

To achieve our vision, 

how should we appear 

to our customers?

Internal business 

process perspective

To satisfy our 

shareholders and 

customers, what 

business processes 

must we excel at?

Learning and growth 

perspective

To achieve our vision, 

how will we sustain 

our ability to change 

and improve?

Vision 

and 

strategy


