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What does the little © mean and why does it matter?

Your market-leading BPP books, course materials and elearning materials do not write and update
themselves. People write them: on their own behalf or as employees of an organisation that invests in this
activity. Copyright law protects their livelihoods. It does so by creating rights over the use of the content.

Breach of copyright is a form of theft — as well being a criminal offence in some jurisdictions, it is
potentially a serious breach of professional ethics.

With current technology, things might seem a bit hazy but, basically, without the express permission of
BPP Learning Media:

° Photocopying our materials is a breach of copyright

e Scanning, ripcasting or conversion of our digital materials into different file formats, uploading
them to facebook or emailing them to your friends is a breach of copyright

You can, of course, sell your books, in the form in which you have bought them — once you have finished
with them. (Is this fair to your fellow students? We update for a reason.) But the e-products are sold ona
single user licence basis: we do not supply ‘unlock’ codes to people who have bought them second hand.

And what about outside the UK? BPP Learning Media strives to make our materials available at prices
students can afford by local printing arrangements, pricing policies and partnerships which are clearly
listed on our website. A tiny minority ignore this and indulge in criminal activity by illegally photocopying
our material or supporting organisations that do. If they act illegally and unethically in one area, can you
really trust them?
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Helping you to pass - the ONLY P5 Study Text reviewed
by the examiner!

As ACCA’s sole Platinum Approved Learning Partner — content, BPP Learning Media gives you the
unique opportunity to use examiner-reviewed study materials for the 2012 exams. By incorporating the
examiner's comments and suggestions regarding the depth and breadth of syllabus coverage, the BPP
Learning Media Study Text provides excellent, ACCA-approved support for your studies.

Before you can qualify as an ACCA member, you do not only have to pass all your exams but also fulfil a
three year practical experience requirement (PER). To help you to recognise areas of the syllabus that
you might be able to apply in the workplace to achieve different performance objectives, we have
introduced the ‘PER alert’ feature. You will find this feature throughout the Study Text to remind you that
what you are learning to pass your ACCA exams is equally useful to the fulfilment of the PER
requirement.

Studying can be a daunting prospect, particularly when you have lots of other commitments. The
different features of the text, the purposes of which are explained fully on the Chapter features page, will
help you whilst studying and improve your chances of exam success.

Our Texts are completely focused on helping you pass your exam.

Our advice on Studying P5 outlines the content of the paper, the necessary skills the examiner expects
you to demonstrate and any brought forward knowledge you are expected to have.

Exam focus points are included within the chapters to highlight when and how specific topics were
examined, or how they might be examined in the future.

You can find the syllabus and Study Guide on pages xi - xix of this Study Text

Testing yourself helps you develop the skills you need to pass the exam and also confirms that you can
recall what you have learnt.

We include Questions — lots of them - both within chapters and in the Exam Question Bank, as well as
Quick Quizzes at the end of each chapter to test your knowledge of the chapter content.
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Chapter features

Each chapter contains a number of helpful features to guide you through each topic.

Topic list

Introduction
Study Guide

Exam Guide

Knowledge brought forward from earlier studies

FAST FORWARD )

Examples

Key terms
Exam focus points

Formula to learn

L}
PER alert

P

Chapter Roundup

Exam Question Bank

What you will be studying in this chapter and the relevant
section numbers, together the ACCA syllabus references.

Puts the chapter content in the context of the syllabus as
a whole.

Links the chapter content with ACCA guidance.

Highlights how examinable the chapter content is likely to
be and the ways in which it could be examined.

What you are assumed to know from previous
studies/exams.

Summarises the content of main chapter headings,
allowing you to preview and review each section easily.

Demonstrate how to apply key knowledge and
techniques.

Definitions of important concepts that can often earn you
easy marks in exams.

When and how specific topics were examined, or how
they may be examined in the future.

Formulae that are not given in the exam but which have to
be learnt.

Gives you a useful indication of syllabus areas that
closely relate to performance objectives in your Practical
Experience Requirement (PER).

Gives you essential practice of techniques covered in the
chapter.

Real world examples of theories and techniques.

A full list of the Fast Forwards included in the chapter,
providing an easy source of review.

A quick test of your knowledge of the main topics in the
chapter.

Found at the back of the Study Text with more
comprehensive chapter questions. Cross referenced for
easy navigation.
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Studying P5

As the name suggests, this paper examines advanced performance management topics and is particularly
suited to those who are thinking about a career in management accountancy or are likely to be involved in
strategic management decisions.

The P5 examiner

The examiner for this paper is Alex Watt. He expects you to demonstrate a professional approach to all
questions — not just presenting information in a professional manner, but also integrating knowledge and
understanding of topics from across the syllabus.

The examiner is keen that students demonstrate evidence of wider reading and the ability to incorporate
aspects of real life examples into their answers where relevant and appropriate. Dr Watt has written
several articles in Student Accountant, including one in the August 2010 issue, on how to approach the
paper. Make sure you read this article to gain further insight into what the examiner is looking for.

Introduction “
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1 What P5 is about

The syllabus for Paper P5 further develops key aspects and skills introduced in Paper F5, and it draws on
aspects of the material about strategic and operational planning and performance covered in Paper P3,
Business Analysis.

However, whereas Paper P3 only assesses principles of management accounting as part of the wider
analysis of a business situation, Paper P5 could examine aspects of management accounting — such as
budgeting or costing techniques — in their own right.

The stated aim of the P5 syllabus is:

“To apply relevant knowledge, skills and exercise professional judgement in selecting and applying
strategic management accounting techniques in different business contexts and to contribute to
the evaluation of the performance of an organisation and its strategic development.

Read this aim carefully. You are no longer just a ‘number cruncher' drawing up budgets and producing
management reports. You are expected to understand the wider issues that affect organisations. These
issues are often written about in newspapers and journals such as the Financial Times and the Economist.
So you do need to keep up to date with your professional reading and be aware of the world around you.
At this high level, you also need to see how the subjects you previously studied begin to fit together and
begin to take a birds-eye view of the organisation.

Importantly, P5 will also test your ability to assess different approaches to performance management from
a variety of perspectives. As well as knowing what the approaches are, you will also need to be able to
compare them with one another in the context of a scenario; for example, the comparing the long-term
and short-term issues affecting an organisation’s performance.

Snapshot of the syllabus. The syllabus expects you to understand how organisations set their strategy
and the external influences that affect strategic plans and operational outcomes. You are expected to
evaluate different systems of performance management and apply strategic performance measurement
techniques in evaluating and improving performance. You are expected to advise on strategic performance
evaluation and the possibility of corporate failure. Finally you are expected to be aware of the current
developments in management accounting and performance management as these affect organisations.

There are six parts to the syllabus and We outline these below.
(a)  Use strategic planning and control models to plan and monitor organisational performance

(b)  Assess and identify relevant macro economic, fiscal and market factors and key external
influences on organisational performance

(c) Identify and evaluate the design features of effective performance management information and
monitoring systems

(d)  Apply appropriate strategic performance measurement techniques in evaluating and improving
organisational performance

(e)  Advise clients and senior management on strategic business performance evaluation and on
recognising vulnerability to corporate failure

(f) Identify and assess the impact of current developments in management accounting and
performance management on measuring, evaluating and improving organisational performance

We expect most of these capabilities (if not all) to be tested to some extent in every P5 exam.

2 What skills are required?

Refer to the syllabus outline in part 1 above. Look at the action verbs identified there. You are expected to
be able to identify and assess, advise and evaluate, apply, plan and monitor.

These are the skills that you are expected to demonstrate in the exam. You have moved beyond merely
demonstrating your knowledge of a model or technique. For example, the examiner expects you to know

- Introduction w/ '
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financial ratios already. He is looking at evidence of being able to apply this knowledge and come to
intelligent conclusions that you can communicate effectively.

The questions set in P5 exams will be based around case study scenarios which describe an
organisation, its objectives and its business environment. You will need to relate your answers specifically
to the scenario given in the question, and not simply describe models or theories.

The paper has a large written element, with well over half the marks in P5 being earned for written
answers (discussion, analysis, evaluation) rather than calculations.

We have summarised here the skills you are expected to demonstrate in P5.
(a)  Core knowledge. The contents of Paper F5 Performance Management

(b)  Numerical skills. Those skills demonstrated in Paper F5. You don't learn any new mathematical
techniques in this paper but you are expected to remember those you learnt previously.

(c) Written skills These are key skills on this paper. You will be expected to write reports and notes
explaining issues you encounter.

(d)  Analysis and interpretation of question data or calculations. The examiner has stressed that
candidates will be expected to analyse (not merely calculate) numerical data given in a scenario.

(e)  Wider business awareness or application of skills in a practical context

3 How to improve your chances of passing

The previous examiner provided feedback in his examiner's reports. This advice is helpful in guiding you
on general exam technique as much as applying specifically to this type of written paper. Amongst the
specific advice he has given is that listed below.

(@)  To read questions very carefully and answer the question asked.

(b)  Look at the mark allocation to help you manage your time allocation and plan your answer.
(c)  Tokeep workings separate from a main statement e.g. an operating statement.

(d)  Indiscursive questions make sure you make each separate comment clearly identifiable.

We recommend you read the article ‘Updated examiner's approach to Paper P5’ published in February
2011 and available on ACCA’s website. This illustrates how some of the skills required to pass P5 have
been tested in recent exam sittings, and provides some useful hints about how to approach the paper.

Importantly, the examiner’s article also stresses that P5 is a paper about performance management, not
simply about performance measurement. Whilst it is important for organisations to measure how well
they are performing, this performance measurement takes place within the wider context of strategic
planning and control, and is subject to both internal and external factors which can affect performance. In
Paper P5 you need to be aware of this context and its impact on performance, not simply how an
organisation can measure performance.

4 Brought forward knowledge

You will be expected to build on the skills and knowledge you acquired when you studied Paper F5. That
paper introduces topics such as budgeting and pricing that continue into the higher level syllabus. Paper
F5 also covers cost and management accounting techniques including activity-based costing that you
will encounter in this paper. You will also be expected to draw on your knowledge of performance
measurement and control techniques that were introduced in the earlier paper.

Introduction n
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The exam paper

Format of the paper

Paper P5 is examined in a three-hour paper consisting of two sections. You will be given 15 minutes
reading time before the three hours begins, to read the questions and begin planning your answers.

Section A

Section A will contain two compulsory questions comprising between 50 and 70 marks in total. Each
question will comprise between 25 and 40 marks. The question will usually assess and link a range of
subject areas across the syllabus and will require students to demonstrate high-level capabilities to
evaluate, relate and apply the information in the case study to the requirements.

Section B

You need to answer two questions in Section B, from a choice of three, comprising between 15 and 20
marks each. Section B questions are more likely to assess a range of discrete subject areas from the main
syllabus section headings. They may require evaluation and synthesis of information contained within
short scenarios and application of this information to the question requirements.

A small number of professional marks will be available. The examiner has emphasised that in order to
gain the marks available, students must write in the specified format (such as a report or memo). Reports
must have terms of reference, conclusion, appendices and appropriate headings. Make sure you are
familiar with how different types of documents are constructed to improve your chances of gaining
maximum professional marks.

Syllabus and Study Guide
The P5 syllabus and study guide can be found below.

B/
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Syllabus

BA (P3) .- APM (Ps)

4

PM (Fs)

MA (F2)

AIM

To apply relevant knowledge, skills and exercise
professional judgement in selecting and applying
strategic management accounting techniques in
different business contexts and to contribute to the
evaluation of the performance of an organisation and
its strategic development.

MAIN CAPABILITIES

On successful completion of this paper, candidates
should be able to:

On successful completion of this paper, candidates
should be able to:

A Use strategic planning and control models
to plan and monitor organisational performance

B  Assess and identify relevant macro economic,
fiscal and market factors and key external
influences on organisational performance

C  Identify and evaluate the design features of
effective performance management information
and monitoring systems

D  Apply appropriate strategic performance
measurement techniques in evaluating and
improving organisational performance

E  Advise clients and senior management on
strategic business performance evaluation and
on recognising vulnerability to corporate failure

F  Identify and assess the impact of current
developments in management accounting and
performance management on measuring,
evaluating and improving organisational
performance

RELATIONAL DIAGRAM OF MAIN CAPABILITIES

Strategic planning and control (A)

Economic, fiscal, market and environmental factors (B)

.

'

Performance
measurement
systems and design (C)

Strategic performance

measurement
(D)

:

'

Performance evaluation and corporate failure
(E)

A

A 4

Current developments and emerging issues in management accounting and
performance management
(F)

BPP China
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n Introduction

RATIONALE

The Advanced Performance Management syllabus
further develops key aspects introduced in Paper Fs,
Performance Management, at the skills level and
draws on aspects of the material covered from a more
strategic and operational planning perspective in
Paper P3, Business Analysis.

The syllabus introduces candidates to the strategic
role of management accounting as a discipline for
planning and controlling performance so that
strategic objectives can be set, monitored and
controlled. It also covers the impact of external
factors on strategic management issues, such as
macro economic, fiscal, market and environmental
impacts on performance. From appreciating the
strategic context of performance management and
the impact of wider factors, the syllabus examines, at
an operational level, the issues relating to
performance measurement systems and their design.

The syllabus then moves from performance
management systems and their design to the scope
and application of high-level performance
measurement techniques in a variety of contexts,
including not-for-profit organisations and multi-
national businesses. Having covered the strategic
aspects of performance management and operational
systems for the measurement and control of
performance in a variety of contexts, candidates are
then expected to synthesise this knowledge in the
role of an advisor to senior management or
independent clients on how to assess and control the
performance of an entity, including the recognition of
whether a business is facing difficulties or possibly
failure.

Finally, the syllabus deals with current developments
in performance management and with emerging
issues as they might affect or influence the
management of performance within organisations.

BPP China

Strategic planning and control

Introduction to strategic management
accounting

Performance management and control of the
organisation

Changes in business structure and
management accounting

Effect of Information Technology (IT) on
strategic management accounting

Other environmental and ethical issues

External influences on organisational
performance

Changing business environment

Impact of external factors on strateqy and
performance

Performance measurement systems and
design

Performance management information systems
Sources of management information

Recording and processing methods
Management reports

Strategic performance measurement
Performance hierarchy

Strategic performance measures in private
sector

Divisional performance and transfer pricing
issues

Strategic performance measures in not-for-profit
organisations

Non- financial performance indictors

The role of quality in management information
and performance measurement systems

¢
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Performance measurement and strategic human
resource management issues

Performarnce measurement and the reward
systems

Other behavioural aspects of performance
measurement

Performance evaluation and corporate failure

Alternative views of performance measurement
and management

Strategic performance issues in complex
business structures

Predicting and preventing corporate failure

Current developments and emerging issues
performance management

Current developments in management
accounting techniques

Current issues and trends in performance
management

BPP China

APPROACH TO EXAMINING THE SYLLABUS

Paper P5 builds on paper Fs5, Performance
Management, and candidates are expected to have a
thorough understanding of the paper Fsg syllabus. In
addition, candidates will also be required to apply the
principles and techniques covered in paper Fz,
Management Accounting.

Paper Ps has a link with Paper P3, Business Analysis, in
the areas of strategic planning and control and
performance measurement

EXAMINATION STRUCTURE

The examination will be a three hour paper in two
sections:

Section A

Section A will comprise two compulsory questions
comprising between 50 and 70 marks in total. Each
question will comprise of between 25 and 40 marks .
Section B

In section B candidates will be asked to answer two
from three questions comprising of between 15 and

25 marks each.

Total 100 marks
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a)

b)

9]
d)

e)

9)

a)

b)

9)

m Introduction

Study Guide

STRATEGIC PLANNING AND CONTROL

Introduction to strategic management
accounting

Explain the role of strategic performance

management in strategic planning and control.
(2]

Discuss the role of corporate planning in
clarifying corporate objectives, making strategic
decisions and checking progress towards the
objectives.”!

Compare planning and control between the
strategic and operational levels within a business
entity. =

Assess the use of strategic management
accounting in the context of multinational
companies.™

Discuss the scope for potential conflict between
strategic business plans and short-term localised
decisions.

Evaluate how SWOT analysis may assist in the
performance management process. !

Evaluate the methods of benchmarking
performance.

Performance management and control of the
organisation

Evaluate the strengths and weaknesses of
alternative budgeting models and compare such
techniques as fixed and flexible, rolling, activity
based, zero based and incremental.?!

Assess how budgeting may differ in not-for-
profit organisations from profit-seeking

organisations. tat

Evaluate the impact to an organisation of a
move beyond budgeting "

BPP China

a)

b)

Q)

d)

e)

a)

b)

9]

d)

e)

Changes in business structure and
management accounting

Identify and discuss the particular information
needs of organisations adopting a functional,
divisional or network form and the implications
for performance management. =

Assess the influence of Business Process Re-
engineering on systems development and
improvements in organisational performance. Gl
Discuss the concept of business integration and
the linkage between people, operations,
strategy and technology. ™

Analyse the role that performance management
systems play in business integration using
models such as the value chain and McKinsey's

e 3]
7S's

Identify and discuss the required changes in
management accounting systems as a
consequence of empowering staff to manage
sectors of a business.

Effect of Information Technology (IT) on
strategic management accounting

Assess the changing accounting needs of
modern service orientated businesses compared
with the needs of traditional manufacturing
industry. @

Discuss how IT systems provide the opportunity
for instant access to management accounting
data throughout the organisation and their
potential impact on business performance. kel
Assess how IT systems facilitate the remote
input of management accounting data in an
acceptable format by non-finance specialists. 2

Explain how information systems provide
instant access to previously unavailable data that
can be used for benchmarking and control
purposes and help improve business
perfarmance (for example, through the use of
enterprise resource planning systems and data
warehouses). !

Assess the need for businesses to continually

refine and develop their management
accounting and information systems if they are

LEARNING MEDIA
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to maintain or improve their performance in an
increasingly competitive and global market. !

5. Other environmental and ethical issues

a)

b)

)

a)

b)

d)

a)

b)

Discuss the ways in which stakeholder groups
operate and how they effect an organisation and
its strategy formulation and implementation
(e.g. using Mendelow’s matrix). !

Discuss the ethical issues that may impact on
strategy formulation and business
performance. ™

Discuss the ways in which stakeholder groups
may influence business performance. "

EXTERNAL INFLUENCES ON
ORGANISATIONAL PERFORMANCE

Changing business environment

Assess the continuing effectiveness of
traditional management accounting techniques
within a rapidly changing business
environment. ¥

Assess the impact of the different risk appetites
of stakeholders on performance management

Evaluate how risk and uncertainty play an
important role in long term strategic planning
and decision-making that relies upon forecasts
of exogenous variables.”!

Apply different risk analysis techniques in
assessing business performance such as
maximin, maximax, minimax regret and
expected values."”’

Impact of external factors on strategy and
performance

Discuss the need to consider the environment in
which an organisation is operating when
assessing its performance using models such as
PEST and Porter’s 5 forces, including areas: ™

i) Political climate

ii) Market conditions

iii) Funding

Assess the impact of governmental regulations
and policies on performance measurement
techniques used and the performance levels

BPP China

a)

b)

)

d)

e)

f)

9)

h)

achieved (for example, in the case of utility
services and former state monopolies).

PERFORMANCE MEASUREMENT SYSTEMS
AND DESIGN

Performance management information
systems

Identify the accounting information
requirements and describe the different types of
information systems used for strategic planning,
management control and operational control
and decision-making.

Discuss, with reference to performance
management, ways in which the information
requirements of a management structure are
affected by the features of the structure. '*!

Evaluate the compatibility of the objectives of
management accounting and management
accounting information. ¥

Discuss the integration of management
accounting information within an overall
information system, for example the use of
enterprise resource planning systems. 2

Evaluate whether the management information
systems are lean and value of the information
that they provide. ¥

Define and discuss the merits of, and potential
problems with, open and closed systems with
regard to the needs of performance
management, !

Highlight the ways in which contingent (internal
and external) factors influence management
accounting and its design and use.

Evaluate how anticipated human behaviour will
influence the design of a management
accounting system. !

Assess the impact of responsibility accounting
on information requirements. ol
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