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Our Moderator
NANCY CHAKABUDA CA (SA) CPA MBA CFE
Senior Internal Controls Director – International, Cummins Inc.

A self-motivated and transformational leader, with a passion for positively influencing 
organizational change, coaching and people development. A demonstrated 
background in effective leadership and development of diverse teams. She is a 
SAICA 35 under 35 Finalist.  

Nancy qualified as a CA when working for RSM in South Africa. She has been with 
Cummins for 8 years and relocated to their offices in Indianapolis in 2022. Nancy is 
Vice President of Chartered Accountants Worldwide Network USA.
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Our Speaker
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Mr. van Drunen is a Retired KPMG Partner having worked within the KPMG LLP Forensics group for 14 
years, He is currently located in Silicon Valley where is teaching forensic accounting at two Universities 
and working as an independent consultant.   Mr. van Drunen has over 40 years of experience providing 
forensic and investigative accounting dispute advisory, fraud and misconduct, physical security and 
investigations advice, along with financial and investigative advisory services to clients. He has worked 
in law enforcement in two countries and in the private sector where among other things he set up a 
Special Investigations Unit for a fortune 50 Company. He has broad investigative experience including 
reconstructive accounting, investigations of complex kickback and fraud schemes, security 
assessments, investigation of international bribery and corruptions schemes and other asset 
misappropriation arrangements. He has worked closely with legal counsel to address cross functional 
fraud, waste and abuse issues at various organizations. He has lectured on fraud and investigation 
methodologies on several occasions in the South Pacific and has instructed at the Royal NZ Police 
College.  He is a Chartered Accountant (NZ) a Certified Fraud Examiner (CFE) a Certified Internal 
Auditor (CIA) and a Certified Anti Money Laundering Specialist (CAMS). He is also a graduate of the 
Netherlands Customs Academy and a former officer with that Agency. 



Learning Objectives

After attending this session, attendees will be able to answer the following questions:
• How do you identify both what a benchmark is trying to achieve and what risks exist in a benchmark that might 

drive aberrant behavior?
• How does one determine what steps to take to ensure benchmarks are properly developed?
• How does one enable the consideration of the monitoring of benchmarks and ensuring that the actual benchmark 

objective(s) is/are being met and identifying if there are unintended consequences?
• How can I apply lessons learned from real-life examples and case studies to scenarios at my organization as part of 

continuous improvement and risk management?
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Polling question 1

The Benchmarks at my organization are well thought out, hard to game, and well monitored

.Answer Yes or No
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Benchmark 
Drives behavior

an anecdotal look at how behavior follows what we measure and 
how this can lead to aberrant and/or potentially fraudulent 

outcomes 
You get what you measure and that may lead to fraud or 

other aberrant behavior



Objectives
• Before we get into the agenda and what we are going 

to cover I want to ask a question………... 
Why are you here? 

• Who is here for continuing education?
• What are some other reasons?
• One of my objectives for doing this presentation is to 

have us think both, a little bit more and differently 
about the benchmarks we deal with  in our functions.  

• We are not going to be able to change certain things, 
but we do need to be aware of them. 

• From a risk perspective I want to walk away from this 
session and be able to say I have provided an 
additional tool that may, in certain cases, be utilized by 
professionals to improve their organizations.



Often, we get what we 
measure…….why does this 
matter?

• What started years ago as a discussion between 
colleagues where we were talking about 
measurements, performance appraisals, and 
anecdotal examples. It became apparent that while 
we need measurements and performance 
indicators, we do not always take the time to think 
through what the unintended consequences of 
benchmarks are as we strive towards our objectives. 

• Measurements can create stress, stress equates to 
pressure, and pressure can lead to perverse or 
aberrant outcomes. 

• While I admit to being a recovering accountant, who 
better to talk about measurements than a person 
who has for years been tasked to investigate, 
measure and assess various outcomes and 
performance measures. 



Why Should 
I care about 
Benchmarks 
in general?

Like I said maybe the CPE has 
something to do with it too

Here’s why you should care generally:

Doing this right 
will make or 

save my 
organization 

money

Doing this right 
will save my 
organization 

time

I plan on 
leaving the 
place better 
than when I 

found it

It is part of 
“Just doing my 

job” and 
finally,

It helps in 
getting 

satisfaction out 
of my work



As a manager, 
business 
owner, 
investigator, 
auditor, etc. 
why should I 
care?

From a risk management perspective benchmarks 
have some unique characteristics that can help us 

with our jobs and help us  better protect our 
organizations.

Firstly, lets look at identifying risk. If we truly 
understand the benchmarks that are being applied 
to individuals, and that means both on paper and 
how they are executed, then we are better able to 

determine where potential risks might lie. 

Secondly, if we are involved as accounting 
professionals in the creation or assessment of 

benchmarks, we bring a unique viewpoint to the 
table and may identify risks that have not even been 
considered during the creation of the benchmarks. 

Thirdly, if we are investigating potential failures then 
we can enhance our effectiveness if we have 

insights into why things might have occurred. This is 
particularly helpful in project post mortems.



I want to clarify; this 
is not about getting 
rid of benchmarks or 
KPI’s 
We need 
Benchmarks and 
KPI’s

• Benchmarks and KPIs are an integral part of 
business, sports, education, healthcare, and life and 
we need them. 

• It is not the position that we should not have 
(performance) or incentive programs as benchmarks 
simply that there needs to be adequate thought given 
to what we are measuring. Some initial areas for 
consideration are, 

• why we are measuring it, 
• what behaviors it will drive, (all of them)
• how they will be implemented and monitored, 
• what we do with the results and
• how we measure success and monitor 

programs/benchmarks
• We should apply the SOX principle of WCGW (What 

Could Go Wrong) when developing and implementing 
and using Benchmarks



Some Basic fraud risks 
and Benchmarks

• I would postulate that poorly designed benchmarks have 
significant impact on the corruption and fraudulent financial 
statements branches of the fraud tree.

• Consider the development and evolution of SAS 99 and AS 
2401. These were driven by the frauds of the early 2000s 
many of which could be tied back to benchmarks such as 
revenue, EPS, merger activity etc. 

• Any risk assessment without considering benchmarks and 
reward structures could be considered potentially lacking. 

• Benchmarks are not bad, we need them, but they need to 
be designed and monitored appropriately.

• Can you answer the question what is driving the behavior 
of my team, my leaders, my colleagues? 



Let’s start 
at the 
beginning 
what is a 
Benchmark

Be aware there is a nuanced distinction between a benchmark and 
benchmarking

A Benchmark is a standard or point of reference against which things may 
be compared or assessed.1

Benchmarking is a process of measuring the performance of a company's 
products, services, or processes against those of another business considered 
to be the best in the industry, aka “best in class.” The point 
of benchmarking is to identify internal opportunities for improvement not to 
see how we can make ourselves all look good. 

For the purpose of this presentation a benchmark is loosely defined as a 
measure or target against which performance is gauged and the 
achievement or failure to achieve the measure or target has consequences, 
perceived or real which are either positive or negative. 



We need to also cover 
another term, KPI’s



Polling question 2

My Company’s Benchmark setting process is clearly defined. Benchmarks are reviewed to 
ensure they achieve the desired results

Answer Yes or No
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Bad Benchmarks, 
how can they 
hurt us?!
Where can benchmarks have an impact on the fraud 
triangle?

Can you think of a benchmark that might drive a potential 
fraud and how it touches all sides of the fraud triangle?

What is a key benchmark that is used to judge the 
performance of the C –Suite of  a Public Company?

A benchmark can create pressure, frankly it does create 
pressure for many.

A poorly designed benchmark also creates opportunity through 
allowing for the gaming of the system this could also be as a result of 
poor controls surrounding the benchmark.

Finally, if the benchmark is not widely accepted it 
facilitates the ability to rationalize gaming it. 



Insights to 
Benchmarks 
that went 
Awry

To paraphrase Daniel Ariely (1), do funky benchmarks cause people to behave 
in a way that would result in an improper outcome, or is it the environment 
that is created by the benchmark that cause people to act in this way. 

By their very nature benchmarks are created to track performance and 
ultimately attempt to get people to behave in a certain way. 

Regrettably, sometimes poor benchmarks force people to act in a manner to 
make someone believe (the person gauging performance) that they acted in a 
certain manner or did certain things to get to the number/benchmark you
wanted.

This then in turn enables them to achieve the number they wanted. By the 
number “they wanted” I mean the following: incentives, bonuses, additional 
budget, the ability to hire new team members, recognition that they are the 
leader in their field, not losing their job, being promoted etc. 

In short, I hit my benchmark so give me what I am due. 



Safety culture 
(example)

An organization I had the opportunity to observe had an ingrained focus on 
a culture of safety and was rightfully proud of it. 
• We have all seen the signs “X number of days without a safety incident.” 

Clearly the focus on safety resulted in reduced incidents and I am sure 
much of this reduction was because of the training and other programs 
introduced. 

• However, the tracking mechanism also made it so that having a safety 
incident was a big deal and safety incidents resulted in lower bonuses, 
impacts to promotion etc. 

• We learned that at some sites, as a result of the reporting requirements, 
people falling off a ladder and getting hurt, but not “seriously hurt”, were 
told to take the rest of the week off and the incidents were not reported. 

• In short, the program resulted in improved reported safety, but also 
caused people to do certain things which meant some of the safety 
gains were illusory due to the ramifications of not hitting the 
benchmarks.

• What went wrong?

• What potential issues do you think this raises? 

• How do you view this under an ESG lens?



Regulatory 
Benchmarks 
can cause a 
dilution of 
value of 
Financial 
Statements 
and MD&A

I am aware of the pressures and concerns that are in place that makes the 
challenging of the status quo extremely difficult. 

Take for example the filing requirements for an SEC registrant. Is this information 
truly key for investors? The Management Discussion and Analysis (“MD&A”) portion 
of financial statements have become so all-encompassing that only analysts have 
the time to wade through them in detail. 

They must be filed, but what portion of these filings is utilized for investment 
decisions? 

In short, often, the content of these filings is to meet certain “legal or statutory” 
requirements but they have become so bland and general in nature that they have 
significantly diluted their informational purpose other than being able to point to a 
certain paragraph and say “see we disclosed it” even if only in a general sense. 

Benchmark met? Yes. Value added? We can debate it. This will not change and 
probably should not change, but we need to be aware of it. 



Now for a solid 
example;

Sales Metrics 
and 

Commission 
Calculations



Some More real-
life examples
Example 1: In 

1992 They went to 
Sears Automotive 

and got 
“Roebucked”(2)



Some real life 
examples

Example 1: In 
1992 They went to 
Sears Automotive 

and got 
“Roebucked” 

continued



Lessons learned



Polling question 3

I have been confronted and judged on benchmarks that added no value and did not help to 
move the organization forward

Answer Yes or No
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Example 2 The EPA and the measurement of particulate 
matter-you can breathe easy now(4)

The next example is more recent and is quite 
timely considering the current intense focus on 
Environmental Sustainability and Governance 
(ESG) initiatives and ESG Fraud. The issue was 
raised in the Economist in an Article titled “We 

Were Expecting You”  by Eric Zou.

Here we face a poorly designed regulation (for 
our purposes Regulation = Benchmark. The 

regulation set the minimum standards allowed 
for the possible gaming of behavior that was 

supposed to help curtail harmful 
emissions/pollution. Fortunately, Zou also 
describes how advancements in measuring 

technologies have reduced the impact on the 
gaming of the system that may have been 

occurring related to these measurements in the 
past. 

Based on research conducted by Eric Zou, the 
EPA would historically publish, in advance, a list 
of dates, at six-day intervals on which it required 

state and local agencies to be measuring for 
certain harmful particulate matter.  In other 

words, they pre-informed /pre-announced the 
areas when and where these monitoring tests 

would be conducted. In a nutshell “hey 
everybody on these dates we are going to be 

testing you for compliance”.

This forewarnings was considered analogous to 
the police announcing surprise raids or World 
Anti-Doping Agency (WADA) announcing who 
and when athletes will be tested for doping 

violations. I would add from a CFE  perspective it 
is similar to letting auditees know you are coming 

to conduct a surprise cash count. 

The benchmark which set the levels of harmful 
allowable particulate matter may have been a 

good one, the way the overall process was 
designed or worked allowed for gaming and 

achievement of the benchmark because of the 
forewarning. 

The research found that on the days that the 
particulate matter was measured the actual 

levels of particulate matter were lower than on 
those days when potential polluters knew they 
would not be measured. The study found that 
pollution was generally higher on those days 

when monitoring did not take place and lower on 
those days when it did. 

The results of being out of compliance (i.e. 
particulate matter was too high) could result in 
potential fines for local governments and the 

requirement for certain factories to install 
expensive clean technology solutions. 

Those being benchmarked or measured learned 
quickly that adhering to the requirements of the 

pre-published dates would ensure benchmark 
achievement and enable them to continue 

operating in a potentially less environmentally 
friendly manner on all other dates when 

measurements were not mandated. 



Lessons Learned from breathing easier



Initial 
Observations 

Breathe 
easier



So how do we fix these various shortcomings?
Steps that can be taken to further enhance the efficacy of benchmarks and their use.
Several thought leaders and writers have dedicated time and effort to creating effective benchmarks. 
I have listed a few below. There are many more approaches available, but I wanted to demonstrate 
the level of thought that has already gone into creating effective benchmarks. Examples are;

• The Lucid chart and the Lucid content team have a document referred to as the 8 steps of 
the(6) benchmarking process, 

• Pradeep Kumar Mahalik IXSIGMA talks about a 10-step benchmarking approach, (7)

• Jeffery Berk of workforce.com talks about a 6-step approach and (8)

• Mercy Harper talks about a 4-step model. (9)

All these approaches have a solid base for creating an effective benchmark, they each have things to 
commend them and are a great starting point for a benchmarking exercise.



Addressing shortcomings continued

• The benchmarking frameworks identified above set 
out leading practices on how to develop 
benchmarks, but their focus is not on the “what 
could go wrong” (WCGW) risks and ultimately fraud 
and abuse risks

• A suggested enhancement to the process, from my 
point of view, is a greater focus on the inherent  
risks resulting from the WCGW factors that 
organizations and individuals potentially face with 
respect to setting benchmarks

• This can be achieved with some enhancements to 
the process that are minor in nature and are 
already indirectly alluded to in the models but 
execution and what is on paper is often different. 



Addressing shortcomings continued
There are potential additional steps that could be taken 
focusing more on the fraud risk component  while 
simultaneously addressing more of  the downside risk of 
the benchmarking exercises.  

• Some of the suggestions may already be covered 
at least in part by the frameworks I provided as 
examples implicitly and for some even explicitly, 

• There should be more focus on what could go 
wrong (WCGW) when developing new or 
assessing existing benchmarks. 

• The suggested enhancements to the process may 
result in a greater focus on the inherent risks and 
WCGW scenarios organizations potentially face 
with respect to setting benchmarks which are 
meant to drive their success. 

• These additional or enhanced steps are not 
intended to reinvent the wheel but rather to 
augment the process 



Addressing shortcomings continued

• A novel approach, pre-mortems. A pre-mortem is working from the 
assumption or position where one imagines that the patient has 
died, or things have already gone wrong with a view to building 
better safeguards. (10 & 11) It can supplement the WCGW 
methodology.  

• Benefits that can be obtained by considering benchmarks in the 
context of the raison de etre’ of the organization and linking them 
back to mission statements etc.  This will also help to ensure that 
benchmark creators are aware of the bigger picture. 

• So, what are some suggestions on how to minimize some the risks 
that are inherent in benchmarking? A critical question to achieving 
desired outcomes.   

• Remember in dynamic environments there is a need to constantly 
reassess benchmarks to ensure that they are still achieving what 
they were intended to achieve when they were first implemented. 



Addressing shortcomings continued

My suggestion is to use one of the developed frameworks for creating 
benchmarks as outlined above and that you also consider the steps 
bulleted below as part of that process to ensure the integrity and 
validity of the benchmarks being used. A few suggestions: 
• There needs to be a clear objective of what the benchmark is 

supposed to achieve. This should be distilled to writing. It should 
also be provided to all the groups and parties that will be 
impacted by the benchmark, along with the explicit question as to 
how can this benchmark be manipulated?  

• Linking the benchmarks back to the Corporate Mission Statement 
and Corporate Code of Conduct so that there is a clear line of 
sight between those key documents and the benchmarks 
proposed. 

• Conducting an inventory of the stakeholders or people may be 
impacted by the benchmark. Then ensuring that those individuals 
have input into the process. That input should include sessions to, 
at a minimum, determine how it will impact those individuals, 
risks for gaming the benchmarks, the ability for future 
adjustments, etc. 



Addressing shortcomings continued
The things to consider:

• Ensure that a proper tracking, monitoring, and measurement system is in place to 
ensure the system is being utilized as intended and to minimize gaming. (Gaming 
should result in consequences.)

• If possible, pilot the benchmark somewhere in the organization that will enable an 
adequate representation to iron-out the difficult areas and facilitate acceptance upon 
full implementation.

• Consider an independent review of the benchmark by internal audit with a focus on 
the controls surrounding the benchmark and the downside risks. This should be done 
prior to roll out and post the roll out. 

• Have compliance review the benchmark for the risks that it might drive from a 
compliance perspective.

• Conduct a premortem of the benchmark to facilitate the identification of the 
downside risks.

• Create a schedule for the regular review of the benchmarks in place to determine if 
they are still adequate for achieving the objectives of the organization or if they need 
updating. 

• Determining if, because of changes in the operating environment, new downside risks 
relating to exiting benchmarks have emerged. 

• Ensure that the metrics and ability to track the metrics produced by the benchmarks 
are driving the desired outcomes and are transparent and equitable. 

• Ensure controls around the benchmarks are robust and properly monitored. 



A final 
word on 
the 
process

It is acknowledged that some of these steps may not be practical for 
certain organizations or entities, but at a minimum a version of the 
WCGW process should be implemented. There should be robust 
controls surrounding the benchmarks and their efficacy.

These controls should be related not just to creating the benchmarks 
but also to monitoring, reassessing, and tracking the existing 
benchmarks.

It is not being asserted that this this process must be utilized for each 
tracking mechanism an organization has in place. However, it should be 
considered for those benchmarks that are key for the long-term 
organizational objectives and those that are being utilized to incentivize 
behaviors related to what is considered long term success for the 
organization simultaneously creating potentially enhanced fraud risks. 



Polling question 4

During my career, I have gamed benchmarks to ensure I stayed off the radar or to achieve 
certain objectives

Answer Yes or No

4



So where does 
that leave us? 
Some 
concluding 
thoughts



Conclusions There is, and will always be, a requirement to benchmark. It is not just a part of business 
but standard in everyday life. 

• Einstein is purported to have said (there is debate on the attribution) “Not 
everything that counts can be counted, and not everything that can be counted 
counts.”(12) Something we must keep in mind when creating benchmarks. The 
flip side is Drucker is purported to have stated ( “you can’t manage what you 
cannot measure.” (13)

• This reinforces the need to make sure that what we are measuring is driving the 
organization forward in accordance with its mission statement, the expectations 
of its’ stakeholders, and that benchmarks are not driving aberrant outcomes.

• It is my opinion that whilst we have a solid benchmark creation process, when 
benchmarks fail and/or cause aberrant behavior it is generally attributable to 
these factors:
• A failure to recognize the downside risks of what could go wrong in the 

development stage, 
• A failure to properly monitor the benchmarks that are being utilized,
• A failure to regularly reevaluate the benchmarks as the world changes,
• A failure on the part of individuals to understand the purpose of the 

benchmark,
• A risk that those being benchmarked see their benchmark as being to the 

exclusion of all else.  
• I hope that this presentation has helped identify some of the potential fraud 

risks that individuals and organizations face when they are measured or are 
being measured against a benchmark. 

• All of us collectively have an obligation to question and consistently ask what 
could go wrong with a benchmark whilst simultaneously using benchmarks to 
help drive our organizations to the next level. 
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QUESTIONS COMMENTS AND PERSONAL 
EXPERIENCES

Guido van Drunen
gvandrunen@outlook.com
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About CAW Network USA  
“Networking and educating the International Accountant in the USA”
Chartered Accountants Worldwide Network USA has more than 7,000 
members and associates. These include Chartered Professional 
Accountants and Chartered Accountants from 6 home institutes: CA ANZ, 
CAI, CPA Canada, ICAEW, ICAS & SAICA. We connect with our members 
through in person and online networking and educational opportunities.
For more information, please contact our chief executive David Powell, 
chiefexecutive@cawnetworkusa.com

If you are a Chartered accountant and not currently a member of CAW 
Network USA, sign up at https://cawnetworkusa.com Also please join us on 
Social Media      LinkedIn

mailto:chiefexecutive@cawnetworkusa.com
https://cawnetworkusa.com/
https://www.linkedin.com/groups/1808397/
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