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Nonfinancial Performance Measures in Performance Evaluation

Joong-Hwa OH

This paper investigates an use of nonfinancial performance measures in cotracts with man-
agers and employees based on existing studies. In particular, analytical models (Dikolli,
2001; Smith, 2001) show mechanism how an use of nonfinancial performance measures af-
fects future’s financial performances. Furthermore, empirical stuides that reported mixed
results whether nonfinancial performance measures are useful or not indicate several factors
that cause future’s financial performances to be decreased. This factors can be distinguished
between benefits and costs from nonfinancial performance measures. Analytical models pro-
vide mechanism about reported some factors. However, there are no mechanism about costs
from nonfinancial performance measures. This factors need to be considered before intro-
ducing nonfinancial performance measures in contracts. It is useful to understand a total
effect that nonfinancial performance measures affects future’s financial performances and to

develop nonfinancial performance measures in the future study.

JEL classification: M41; M51
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