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ABSTRACT

This study examines undergraduate accounting students’ perceptions of financial performance measurement in
the teaching and learning context of management accounting. Specifically, it focuses on two dimensions:
objectivity and sufficiency. Objectivity refers to the extent to which students perceive financial measures as
neutral, factual, and fair, while sufficiency refers to the extent to which students believe financial measures alone
provide enough information to evaluate managerial performance. A descriptive survey was conducted among 30
Accountancy students who had learned the topic of performance measurement systems. The questionnaire
consisted of Likert-scale items measuring objectivity and sufficiency, followed by one scenario-based question
requiring students to choose between a manager with higher return on investment (ROI) but weaker staff-related
outcomes and a manager with lower ROI but stronger staff loyalty and innovation. The data were analysed using
descriptive statistics, including mean scores, frequencies, and percentages. The findings show that students had
moderate perceptions of the objectivity of financial performance measures, with a mean score of 3.11, and mixed
perceptions of their sufficiency, with a mean score of 2.95. In the scenario-based question, 80% of students
selected the manager with the higher ROI. These findings suggest that although students may recognise the
limitations of financial measures, financial outcomes still appear influential in their evaluation preference. The
study supports the need for teaching approaches that encourage students to consider both financial and non-
financial information when evaluating managerial performance. Future research may include larger samples and
additional scenarios to provide deeper insight into students’ decision-making processes.

Keywords: financial performance measurement, management accounting, objectivity, sufficiency,
undergraduate accounting students

INTRODUCTION

In the teaching and learning of management accounting, financial performance measurement is an important
topic because it introduces undergraduate students to how organisations evaluate managerial performance,
control business activities, and support decision-making (Boer, 2000; Sutjahyani, 2025; Tayles et al., 2007).
Measures such as return on investment (ROI), residual income (RI), and economic value added (EVA) are
commonly taught because they are quantifiable, structured, and useful for comparing financial outcomes. These
measures help students understand how accounting information can be used to assess whether managers have
achieved financial targets and used organisational resources efficiently (Balachandran, 2006; Collier, 2015).

However, students should not only learn how to calculate financial performance measures. They also need to
understand how to interpret them when making business decisions. This is particularly important in Malaysia,
where graduate employability and workplace readiness remain important concerns for higher education
institutions (Moo & Da Wan, 2023). Malaysian studies have highlighted gaps between university preparation
and workplace expectations, especially in relation to employability skills, communication, leadership, critical
thinking, problem-solving, and decision-making (Ahmadc, 2025; Ghani, 2020; Kenayathulla et al., 2019; Osman
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et al., 2025). Studies on Malaysian graduates indicate that employers continue to value soft skills and broader
workplace competencies, not only technical knowledge (Adnan et al., 2012; Basir et al., 2022; Osman et al.,
2025; Rahmat et al., 2019). For example, Osman et al. (2025) found that Malaysian employers in manufacturing
companies placed strong importance on graduates’ soft skills, particularly communication, teamwork,
leadership, and critical thinking and problem-solving. Their study of 173 managerial employees in Klang Valley
reported that critical thinking and problem-solving recorded the highest mean score among the soft skill
dimensions, while teamwork showed the strongest relationship with graduate employability.

This issue is especially relevant for accounting students. Accounting graduates are expected to enter workplaces
where they must analyse information, exercise judgment, communicate recommendations, and make decisions
under practical business conditions. A Malaysian study on accounting graduates found that employers and
graduates may differ in how they perceive the importance of technical and soft skills, suggesting the need for
accounting programmes to better prepare students for workplace expectations (Ismail et al., 2020). Therefore,
management accounting education should prepare students not only to perform calculations, but also to evaluate
whether financial measures are appropriate and sufficient for decision-making.

Financial performance measures remain useful, but they also have limitations. Kaplan and Norton (1992) argue
that traditional financial measures mainly report the results of past actions and should be complemented by
broader indicators relating to customers, internal processes, and learning and growth. Their Balanced Scorecard
framework shows that financial measures remain important, but are not sufficient on their own for evaluating
organisational success. Ittner and Larcker (1998) similarly highlight the growing importance of non-financial
performance measures and broader performance measurement systems that capture future-oriented drivers of
performance.

This study focuses on undergraduate accounting students’ perceptions of financial performance measurement
after learning the topic of performance measurement systems in a management accounting course. Specifically,
it examines two dimensions: objectivity and sufficiency. Objectivity refers to the extent to which students
perceive financial measures as neutral, factual, and fair (Osagioduwa & Ogbonmwan, 2022). Sufficiency refers
to the extent to which students believe financial measures alone provide enough information to evaluate
managerial performance. The questionnaire also includes one scenario-based question requiring students to
choose between a manager with higher ROI but weaker staff-related outcomes and a manager with lower ROI
but stronger staff loyalty and innovation. Together, the items provide a descriptive view of how students
understand and apply financial performance measurement concepts in a learning context.

The main objective of this study is to examine undergraduate management accounting students’ perceptions of
financial performance measurement in the teaching and learning context. Specifically, the study aims to identify
students’ perceptions of the objectivity of financial performance measures, identify their perceptions of the
sufficiency of financial performance measures in evaluating managerial performance, and describe their
evaluation preference when financial and non-financial performance outcomes are presented in a scenario-based
question.

This study adopts a descriptive approach. It does not attempt to test causal relationships or make broad
generalisations. Instead, it provides a classroom-based snapshot of how students understand financial
performance measurement after learning the topic. The findings may help accounting educators reflect on
whether students are developing a balanced understanding of performance evaluation, particularly the need to
consider both financial and non-financial information when making business decisions.

The subsequent sections of this paper are structured as follows. Next, the literature review discusses financial
performance measurement, the limitations of financial measures, and the relevance of contingency theory in
understanding performance evaluation. After that, the research methodology outlines the descriptive research
design and data analysis procedures used in the study. Then, the findings present the descriptive results on
students’ perceptions of objectivity and sufficiency, together with their responses to the scenario-based
evaluation question. Finally, the paper concludes with a discussion and recommendations for future research.
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LITERATURE REVIEW

Financial Performance Measurement in Management Accounting

Financial performance measurement is an important area in management accounting because it helps
organisations evaluate whether managers have used resources efficiently and achieved organisational goals.
Common financial measures such as return on investment (ROI), residual income (RI), and economic value
added (EVA) are often used because they provide clear and quantifiable indicators of performance (Sari, 2025;
Tripathi et al., 2023). In the classroom, these measures are useful because students can learn how to calculate
performance, compare alternatives, and assess whether a manager or division has achieved financial targets.

ROI is commonly used because it links profit to the investment made (Dadd & Hinton, 2023). It allows
comparison between divisions or projects by showing the return generated from the resources employed
(Rahiminezhad et al., 2022). RI, on the other hand, evaluates whether a division earns income above the
minimum required return. EVA also focuses on value creation by considering the cost of capital (Sura et al.,
2023). These measures are important in management accounting because they train students to think about
efficiency, profitability, and accountability.

However, financial performance measurement should not be understood only as a technical calculation. In real
business situations, managers need to interpret the meaning behind the figures. A higher ROI may indicate better
financial performance, but it may not necessarily reflect employee satisfaction, customer loyalty, innovation, or
long-term sustainability (Le et al., 2024). Therefore, teaching financial performance measurement should help
students understand both the usefulness and limitations of financial indicators.

Limitations of Financial Performance Measures

Although financial measures are useful, prior literature has shown that they are not sufficient on their own.
Kaplan and Norton (1992) argue that traditional financial measures mainly reflect the outcomes of past actions.
They introduced the Balanced Scorecard to show that organisations should also consider customers, internal
business processes, and learning and growth. This means that financial measures remain important, but they
should be complemented by non-financial measures to provide a more complete view of performance.

Ittner and Larcker (1998) similarly highlight the growing importance of broader performance measurement
systems. They explain that non-financial measures can capture important drivers of future performance, such as
customer satisfaction, product quality, innovation, and employee capability. These areas may not be immediately
reflected in financial results, but they can strongly affect long-term organisational success.

This is relevant to performance evaluation because financial measures may appear objective and reliable, but
they may not capture the full context of managerial performance. For example, a manager may achieve a high
ROI by reducing training, delaying maintenance, or cutting activities that support long-term growth. In the short
term, the financial result may look favourable. However, in the long term, the organisation may suffer from
lower employee morale, weaker innovation, or poorer customer service. Therefore, students need to understand
that financial performance measures are useful but incomplete.

Teaching and Learning Financial Performance Measurement

In accounting education, students often learn financial performance measurement through formulas,
calculations, and structured exercises (Kassim et al., 2025). This is necessary because technical knowledge is
part of accounting competence. However, accounting graduates are also expected to apply judgment when using
accounting information for decision-making (Salehi, 2024). Therefore, teaching and learning should not only
focus on calculation accuracy, but also on interpretation and decision-making.

This issue is especially important in Malaysia, where graduate employability and workplace readiness have been
widely discussed. Basir et al. (2022) found that Malaysian graduate employability is associated with soft skill
factors such as communication skills, analytical skills, teamwork, positive values, and general knowledge. This
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suggests that higher education should prepare students not only with technical knowledge, but also with broader
skills needed in the workplace.

For accounting students, this is particularly relevant because accounting work requires more than preparing
figures. Graduates need to analyse information, explain performance, evaluate alternatives, and make
recommendations. Lau and Lim (2015) also emphasise the importance of deep learning among accounting
undergraduates, particularly because deeper learning supports the development of problem-solving and critical
thinking skills. This supports the need for teaching approaches that encourage students to go beyond memorising
formulas and towards understanding how performance measures should be used in context.

Therefore, in the teaching of financial performance measurement, students should be encouraged to ask whether
a measure is objective, whether it is sufficient, and whether additional information is needed before making a
decision. This is consistent with the purpose of the present study, which examines how undergraduate accounting
students perceive financial measures and how they respond to a scenario involving both financial and non-
financial performance outcomes.

Theoretical Lens: Contingency Theory

This study is guided by contingency theory. In management accounting, contingency theory suggests that there
is no single best accounting or control system that is suitable for every organisation or situation (Diana et al.,
2023). Instead, the usefulness of a performance measurement system depends on context, such as organisational
goals, business environment, strategy, structure, and the type of decision being made.

Otley (1980) is widely recognised for applying contingency thinking to management accounting. He argues that
accounting systems should be studied in relation to organisational circumstances rather than treated as
universally effective tools. This is important for performance measurement because a financial measure may be
useful in one situation but insufficient in another.

For example, ROI may be appropriate when the main objective is to evaluate investment efficiency, but it may
be less complete when the organisation also needs to consider innovation, employee retention, customer
satisfaction, or long-term growth.

Contingency theory is suitable for this study because it supports the idea that students should not view financial
measures as automatically sufficient in all situations. Instead, they should learn that the appropriateness of a
performance measure depends on the decision context. A good performance evaluation should consider whether
financial and non-financial information are both needed to understand managerial performance (Crous et al.,
2022).

Conceptual Focus of the Study

Based on the literature, this study focuses on two main perceptions: objectivity and sufficiency. Objectivity
refers to the extent to which students perceive financial measures as neutral, factual, and fair. Financial measures
may be seen as objective because they are numerical, formula-based, and often derived from accounting records.
However, objectivity does not mean that financial measures are always free from limitations or interpretation.

Sufficiency refers to the extent to which students believe financial measures alone provide enough information
to evaluate managerial performance. Prior literature suggests that financial measures are useful but incomplete
because they may not capture non-financial factors that influence long-term success (Grishunin et al., 2022;
Monteiro et al., 2022). Therefore, students’ perceptions of sufficiency are important in understanding whether
they view financial measures as complete or whether they recognise the need for broader information.

The study also includes a scenario-based evaluation choice. This allows the study to describe how students
respond when financial and non-financial performance outcomes point in different directions. The scenario does
not provide a full test of decision-making behaviour, but it offers a simple descriptive indication of whether
students tend to prioritise higher financial performance or broader non-financial considerations.
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This suggests that financial performance measures are valuable teaching tools, but students must be guided to
understand their limitations. A balanced understanding of performance measurement requires students to
recognise both the objectivity and the insufficiency of financial measures when used alone.

METHODOLOGY

Research Design

This study adopted a descriptive research design to examine undergraduate accounting students’ perceptions of
financial performance measurement. A descriptive design was considered appropriate because the purpose of
the study was to summarise students’ views rather than to test causal relationships.

The study focused on students’ perceptions of the objectivity and sufficiency of financial performance measures,
as well as their evaluation preference in a simple scenario-based question.

No inferential statistical tests or regression analysis were conducted. The study relied on descriptive statistics,
including mean scores, frequencies, and percentages, to provide a classroom-based snapshot of students’
understanding of financial performance measurement.

Respondents

The respondents consisted of 30 undergraduate accounting students enrolled in a management accounting
course. The students were pursuing a Bachelor of Accountancy programme and had been exposed to the topic
of performance measurement systems as part of the course. The sample was based on one classroom cohort,
making the study exploratory and descriptive in nature.

Research Instrument

Data were collected using a structured questionnaire. The questionnaire was designed to capture students’
perceptions of financial performance measures after learning the topic of performance measurement systems. It
consisted of three main parts.

The first part measured students’ perceptions of objectivity, which refers to the extent to which financial
performance measures are perceived as neutral, factual, and fair. The second part measured students’ perceptions
of sufficiency, which refers to the extent to which financial performance measures alone are perceived as
adequate for evaluating managerial performance. Each construct consisted of five items measured using a five-
point Likert scale ranging from 1 = strongly disagree to 5 = strongly agree.

The final part of the questionnaire presented one scenario-based question. Students were asked to choose
between two managers: Manager A, who had a higher ROI but weaker staff-related outcomes, and Manager B,
who had a lower ROI but stronger staff loyalty and innovation. This scenario was included to describe students’
evaluation preference when financial and non-financial performance outcomes differed.

Data Collection

The questionnaire was administered to the students after they had learned the topic of performance measurement
systems in the management accounting course. A total of 30 completed responses were collected and used for
analysis. Participation was based on classroom survey responses, and the data were used only for descriptive
research purposes.

Data Analysis

The data were analysed using descriptive statistics. Mean scores were calculated for the objectivity and
sufficiency constructs to identify the overall pattern of students’ perceptions. Item-level mean scores were also
used to describe how students responded to each statement.
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For the scenario-based question, frequency and percentage analysis were used to report the number and
proportion of students choosing Manager A or Manager B. Bar charts were also used to visually present the
mean scores for the objectivity and sufficiency items.

The interpretation of mean scores was descriptive. Scores near 3.00 were interpreted as neutral or mixed, while
scores above 3.00 indicated some level of agreement. Since the sample size was small and taken from one
classroom cohort, the findings were not intended to be generalised to all accounting students.

FINDINGS

This section describes the descriptive results of ESG performance across firms in Malaysia, Singapore, Thailand,
and Indonesia from 2019 to 2023. It highlights the overall trends, differences, and patterns in Environmental,
Social, and Governance (ESG) scores among ASEAN countries. The analysis presents comparisons of average
ESG performance over time, growth rates, and sectoral variations, offering insights into how sustainability
practices have evolved within each country and across key industries during the study period.

This section presents the descriptive findings. The section focused on students’ perceptions of financial
performance measurement based on two dimensions, namely Objectivity and Sufficiency. The questionnaire
used a five-point Likert scale, ranging from 1, strongly disagree, to 5, strongly agree. The questionnaire also
included one scenario-based question where students chose between Manager A, who had a higher ROI but
weaker staff-related outcomes, and Manager B, who had a lower ROI but stronger staff loyalty and innovation.

Table 1. Descriptive statistics for Section 3 constructs

Construct | No. of items | Mean

Objectivity | 5 3.11

Sufficiency | 5 2.95

Table 1 shows that the mean score for Objectivity was 3.11. This suggests that students had a moderate
perception that financial performance measures such as ROI, RI, and EVA are objective, factual, and fair.
However, the score is only slightly above the neutral point, indicating that students did not strongly view
financial measures as completely objective.

The mean score for Sufficiency was 2.95, which is close to neutral. This indicates that students had mixed views
on whether financial measures alone are sufficient to evaluate managerial performance. In other words, students
appeared to recognise that financial indicators may be useful, but may not provide a complete picture of
performance.

Table 2. Mean score for Objectivity items

Item Mean

Obj1: Financial metrics are superior to employee feedback because they are based on hard accounting | 3.23
facts

Obj2: EVA-based formula removes supervisor bias 3.27
Obj3: Audited accounting data makes manipulation difficult 3.37
Obj4: 15% ROI means the same across different divisions 2.87
Obj5: Computer-generated RI report is more trustworthy than manager evaluation 2.83
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Table 2 shows that the highest mean score under Objectivity was Obj3, with a mean of 3.37. This suggests that
students were more likely to associate audited accounting data with reliability and credibility. Obj1 and Ob;2
also recorded mean scores above 3.00, indicating moderate agreement that financial measures are based on hard
facts and can reduce personal bias.However, Obj4 and Obj5 recorded lower mean scores of 2.87 and 2.83
respectively. This suggests that students were less certain when financial objectivity was framed more strongly,
such as assuming that ROl is perfectly comparable across different divisions or that a computer-generated report
is better than a manager’s written evaluation.

Table 3. Mean score for Sufficiency items

Item Mean

Suff1: Meeting all financial targets means the manager is successful 2.93

Suff2: Financial statements can identify the root cause of operational failures | 2.97

Suff3: Profitability and positive RI indicate customer satisfaction 3.10

Suff4: Current-year financial performance reflects manager effort and strategy | 3.03

Suff5: Non-financial information is captured within final profit figures 2.70

Table 3 shows that the highest mean score under Sufficiency was Suff3, with a mean of 3.10. This indicates that
some students slightly agreed that profitability and positive residual income may suggest customer satisfaction.
Suff4 also recorded a mean slightly above 3.00, suggesting that some students connected current-year financial
results with managerial effort and strategy.

The lowest mean score was Suff5, with a mean of 2.70. This shows that students were less likely to agree that
non-financial information, such as employee morale or innovation, is already captured within final profit figures.
This is an important finding because it suggests that students may understand that financial measures do not fully
reflect all aspects of performance.

Figure 1. Mean score for Objectivity and Sufficiency items

Mean Scores for Objectivity Items

5 Mean Scores for Sufficiency Items
5
a4 4
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Overall, Figure 1 would show that the item means ranged from 2.70 to 3.37. This range suggests that students’
perceptions were generally moderate rather than extreme. None of the items recorded a very high mean score,
which indicates that students did not strongly accept financial performance measures as fully objective or fully
sufficient.

Table 4. Scenario-based performance evaluation choice
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Frequency | Percentage

Manager A, higher ROI but poor staff outcomes 24 80.0
Manager B, lower ROI but loyal and innovative team | 6 20.0
Total 30 100.0

Table 4 shows that 24 students, or 80.0%, selected Manager A as the better performer. Manager A had a higher
ROI of 20%, but was disliked by staff and had high staff turnover. Only 6 students, or 20.0%, selected Manager
B, who had a lower ROI of 15% but had a loyal and innovative team. The scenario in the questionnaire clearly
contrasts financial performance with non-financial performance outcomes.

This finding suggests that financial performance remained influential in students’ evaluation. Although the mean
score for Sufficiency was close to neutral, most students still selected the manager with the higher ROI when
asked to make a performance judgment. This may indicate that students understand some limitations of financial
measures, but still tend to give stronger weight to financial outcomes in a simple evaluation scenario.

From the above analysis, the findings show that students had moderate confidence in the objectivity of financial
performance measures and mixed views on their sufficiency. The scenario result further suggests that ROI
remained an important factor in students’ judgment. However, this finding should be interpreted cautiously
because it is based on only 30 students and one scenario-based question. Therefore, the results should be viewed
as a descriptive classroom-based finding rather than a general conclusion about all accounting students.

DISCUSSIONS, CONCLUSIONS AND SUGGESTIONS FOR FUTURE RESEARCH

This study examined undergraduate accounting students’ perceptions of financial performance measurement in
the teaching and learning context. Specifically, it focused on students’ perceptions of the objectivity and
sufficiency of financial performance measures, together with their evaluation preference in one scenario-based
question. Using descriptive analysis, the study found that students showed moderate agreement on the objectivity
of financial performance measures and mixed views on whether such measures are sufficient for evaluating
managerial performance.

The findings suggest that students may recognise financial measures such as ROI, RI, and EVA as useful and
credible indicators of performance. However, their responses also indicate that financial measures are not
necessarily viewed as fully complete. This supports the literature which argues that financial measures remain
important, but should be complemented by broader non-financial measures. Kaplan and Norton (1992), for
example, emphasised that financial indicators mainly reflect past performance and should be supported by
measures related to customers, internal processes, and learning and growth. Similarly, Ittner and Larcker (1998)
highlighted the importance of broader performance measurement systems that include non-financial indicators.

The scenario-based finding also showed that most students selected the manager with the higher ROI, even
though that manager had weaker staff-related outcomes. This suggests that financial performance remained
influential in students’ evaluation preference. However, this finding should be interpreted cautiously because it
was based on only one scenario. It should not be treated as evidence that students always prioritise financial
measures, but rather as a descriptive indication that financial outcomes may still carry strong weight in a
simplified decision-making situation.

The findings are also consistent with Contingency theory. The theory argues that no single performance
measurement system is suitable for all situations. In relation to this study, the results suggest that students need
to be guided to understand that the appropriateness of financial measures depends on the evaluation context. A
high ROI may be useful for assessing financial efficiency, but it may not be sufficient when managerial
performance also involves employee retention, innovation, customer satisfaction, or long-term value creation.
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Therefore, teaching financial performance measurement should not only emphasise calculation, but also
interpretation, judgment, and contextual decision-making.

Overall, this study contributes to teaching and learning in management accounting by highlighting the need to
help students develop a more balanced understanding of performance evaluation. Students should be encouraged
to see financial measures as important, but not complete on their own. This is particularly relevant as accounting
graduates will eventually be required to make business decisions that involve both financial and non-financial
considerations.

Future research could expand this study by involving a larger sample of accounting students from different
universities. This would allow the findings to be compared across institutions and provide a broader
understanding of students’ perceptions of financial performance measurement.

Future studies could also include more scenario-based questions. Using several scenarios involving different
business situations, such as customer satisfaction, employee turnover, innovation, sustainability, or long-term
investment, would provide a stronger understanding of how students make performance evaluation decisions.

In addition, future research could compare students’ perceptions before and after learning broader performance
measurement frameworks such as the Balanced Scorecard. This would help determine whether teaching
interventions can improve students’ ability to consider both financial and non-financial information in decision-
making.

Finally, future studies may also include qualitative interviews or open-ended analysis to better understand why
students prefer certain performance measures. This would provide deeper insight into how students interpret
financial and non-financial information when evaluating managerial performance.
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