ACC3200- Week 3- Contemporary approaches to measuring and managing performance

14.1 Explain why traditional financial performance measures may not be sufficient to manage an organisation

· Financial performance measures emphasise only one perspective of performance 
· Traditional financial performance measures focus on the consequences not the causes. Not actionable 
· Provides limited guidance for future actions
· Financial measures encourage actions that decrease both shareholder and customer value 
· Not timely 
· Too aggregated 
· Limited guidance for the future 

14.6 Explain why an over-reliance on non-financial measures can be problematic 

· There is a wide choice of non-financial measures. Some measures may not be necessary so managers must select the appropriate quality measures. 
· Inclusion of non-financial measures can be ad hoc and undirected. New measures may be adopted for a particular problem while old measures may not be discontinued 
· Managers make trade-offs. Each level of management has many measures. Actions may improve certain measures but not others 
· Lack of integrity. Accuracy of data used to calculate non-financial performance may be difficult to verify (manually, computer, external parties) so data may be incomplete, inaccurate and manipulated. 

14.8 The balanced scorecard is often described as an important tool for translating strategy into action. Explain how the balanced scorecard fulfils this role. 

The balanced scorecard is a tool that translates an organisations mission, objectives and strategies into performance measures. It is used to implement strategy and to monitor and manage performance and may form part of the organisation’s planning cycle. The balanced scorecard captures the essential objectives of the company and translates to smaller goals which when achieved would lead to the success of the strategy. 

14.11 Explain the purpose of a strategy map and how it relates to the development and use of a balanced scorecard. 

The purpose of a strategy map is a visual representation that explains the cause and effect relationships that link the objectives of the perspectives of the balanced scorecard and the organisation’s objectives. Within the planning process, it is very handy tool for the managers to specifically identify and verify the linkages and to develop the balanced scorecard. 

14.12 Distinguish between lag and lead indicators. Provide 2 examples of each to illustrate your answer. 

Lag indicators are measures that help managers monitor progress towards objectives, whereas lead indicators are measures of the factors that drive outcomes and which provide information that is actionable.

	LAG INDICATORS 
	LEAD INDICATORS 

	· Customer satisfaction measure
· Market share 
· Number of regular customers retained 
	· Average time to respond to customer complaints 
· Number of customer demands for refunds 
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