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Performance Management - Beyond Budgeting
10%

35%

Step 1:
Reacting

55%

Step 2:
Anticipating

Step 3:
Collaborating

Step 4:
Orchestrating

Where have we been?
Departmental approach

Function-specific
metrics

Use of spreadsheets/
manual processes

Scheduled, timed
process

Tools based

Where are we now?

Spreading across
departments

VP-level accountability

Codification
of process

Focus on bottom-line
performance

Tools and process
based

Technology

R Y

Multiyear Effort

Where are we going?

Understanding cause
and effect

Collaboration and
accountability

Clear operational/
financial metrics

Integrated planning
on multiple fronts

Performance
improvement

Are we all on the
same page?

Performance culture
Executive buy-in

Integration with
service-level
agreements

p Culture/

Philosophy

Source: AMR Research, 2007
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Information Management

Driver-based forecasting is often missing in many organizations, but
can substantially reduce the cycle time and level of detalil in forecasts

Technology

People /
Organization

Information

Process

Usage of driver-based forecast models that are automated wherever possible.

Ability for all users (including users inputting operational data) to submit and retrieve data
electronically.

Forecasting system integrated with the appropriate financial, manufacturing and
market/demand planning systems, preferably through an integrated information
architecture and business intelligence platform.

Corporate and business unit modelers work collaboratively to maintain simplicity and
consistency in drivers and driver values.

Mathematical kills to perform/understand basic regression analysis and modeling
techniques.

Business and finance associates understand key driver relationships and the external
market drivers.

History on all identified internal drivers, external drivers and related financial information.
Keen understanding of key business driver relationships and impact on financials.

Adopt corporate data standards that enable cross-system and cross-organization
comparisons of the same data.

Forecast of drivers of financial performance.
Capture of actual driver values.

Collection of financial results. Source: The Hackett Group
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Elements of a successful forecast

Time Horizon & Process

Update Frequency Management
Agile Models
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Time Horizon & Process

Update Frequency Management
Agile Models
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Match horizon and refresh to the rhythm of your business

Industry Rolling forecast horizon and
update frequency
Airline Rolling 2 quarters; monthly

Semiconductor

Rolling 2 quarters; twice per quarter

Automotive Rolling 2 quarters; quarterly
Chemical Rolling 4 quarters; monthly
Telecom Rolling 4 quarters; monthly
Technology Rolling 4 quarters; quarterly
Engineering Rolling 6 quarters; quarterly

Consumer Goods

Rolling 6 quarters; monthly

Pharmaceutical

Rolling 6 quarters; quarterly

Source: 2008 Book of Numbers, “Aligning Forecasting Practices with
Market Dynamics,” The Hackett Group
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Time Horizon & Process

Update Frequency Management
Agile Models
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A traditional model

= Y10 Actuals (YTD Act| Total | Total Var
January (Fekruary | March | April May June July August |September| October |Movember | December| TOTAL Variance | Ver% |Variance Y
Actuals | Actuals |Actuals| Actuals| Actuals | Foracast | Forecast| Forecast| Foracast |Forecast| Forecast | Forecast

dEvEnue 143 00 150.00( 176.00] 166.00) 200.00) 18000 181.00] 180.00 20000] 20000 21000 260 00] 225600 -65.00 "% 266.00 13%
208 G2 65 97 00| 144000 10800 43100 44700 1700 42500 131.00] 13200 140.00 180 00 1454 95 HE7 15 544 84 95 B4
Jlargin Al 05 53000 G200)] 5300 E9.00 33 00 B4.00 B5.00 E9.00 B8 00 70.00 0.00] 77404 -22 85 -1 71105 1%

dAargin % 35.00%| 353%%[ 3523%| 34 Ud%) 3450%| 3500%| I536%| M MR 34.50%: 34 00% 313.3%% S0 775 34.35% 0% - 65%
Zalaries 19.00 19.00 19.00 19.00 19.00 19.00 19.00 2200 2200 22 00 22.00 2200 243.00 -1.00 1% -3.00 -19&
Jaru= 1.43 1.50 1.76 1 G6E 2.00 180 1.81 1.90 2.00 2 00 2.10 280 22.56 -2.35 -39% 256 1%
J=re=hits 0.19 0.19 0.19 0.19 0.19 013 0.19 022 022 022 0.22 032 243 135 59% -0.07 -
nsurancea 015 0158 015 015 015 015 018 016 016 015 0158 016 1.80 000 0% 010 EE
dank 2 50 250 280 290 2 90 3 50 290 290 290 2 90 250 290 4,80 000 0% -1.20 -3%
Jtilifias 3.00 2.00 2.50 1.54 1.00) 1.00 1.20 1.40 1.599 200 2.50 A.00 2207 0.52 A% -1.23 2%
Mhca Supplies 011 0.20 0.16 0.21 0.07 037 0.14 042 (.48 034 0.38 0.43 3.3 0.07 1% 1.00 43%
“rgval - Air 715 7.50 6.80 4.00 15.00 500 8.05 9,50 10.00 10.00 10.50 13.00] 118.50 -17.45 -al% 13.50 13%
“raval - Hotels 1.43 1.60 1.76 1.66 200 1.80 1.81 1.90 2.00 200 210 2.60 2256 -3.35 -37% -T.44 -2E%
“raval - Car 0.72 075 028 083 100 .50 091 095 1.00 1.00 1.05 1.30 11.28 2 B3[ -17E% E.28 1265
“ravel - Tran 1.30 1.00 1.50 1.00 1.0 .00 1.00 300 200 200 2.00 300 20,00 1.50 -33% 5.00 2%
Sifts & Mise &0 000 0.00 .50 0.04 [ 0.0 i) 500 004 400 0.0a f.100 [i] 1% -1.40 -14%
dairtenance & Repair .35 0.14 0.06 043 0130 .35 0.31 042 0.03 0 41 0.04 0.13 304 002 1% 0.04 1%
darketing 2.0 0.00 &.00 9.00 4 .00 700 &.00 4.00 5.00 2 00 .00 1.00 59,00 300 -15% £.00 54
det Incame 9.E3 1617 14.35 9.90 2018 17.53 17.53 16324 1462 2098 15.01 T EE| 200 15.43 2B% 0.01 0%
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Utilize drivers — the language of business

& Opportunities

Pipeline
Number of employees

VS. Customer Satisfaction

634172 - Revenue (New Accts)

665891 - Office Supplies (Paper)
665892 - Office Supplies (Pens)
677199 - Gifts, Misc.
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Revenue planning - Telesales professional

Opportunities ————> Pipeline > Revenue

Average Opp Size Conversion Rate

| Revenue?

50 Opps ———> $12.5M ——> $2.5M
$250K/Opp 20%
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Less is more! Simplify your models

Forecasting

Volatility

Materiality
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Link forecasting with operational planning

Finance

Marketing Operations

IT/Systems
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Time Horizon & Process

Update Frequency Management
Agile Models
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\ May Forecast £ June Forecast % July Forecast /

—

New
version
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Update
Models

New Load
version Actuals
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Update Distribute
Models Models

New Load Collect
version Actuals Data
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Update Distribute Aggregate
Models Models data

New Load Collect
version Actuals Data
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Sales Update

* st O 2nd Gt Ind O tho

Update Distribute Aggregate
Models Models data
%
New Load Collect Report &
version Actuals Data Analyze
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Update Distribute Aggregate What-if &

Models Models data Optimize

%
New Load Collect Report &
version Actuals Data Analyze
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How do we spend our time?

Collecting data
Maintaining Spreadsheets

Creating Reports & Presentations

Conducting analysis
Other
0 10 20 30 40
IBM Forecast Survey 2008
Cognos.
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Organizations are wasting valuable time

MONDAY TUESDAY WEDNESDAY THURSDAY FRIDAY

Other
Activities

Developing

. : N Reports
Collecting Collecting Maintaining

Data Data Spreadsheets g=rormng

Analysis

Maintaining Developing
Spreadsheets Reports
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Is there a way
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Leave the spreadsheets behind

"90% of the
spreadsheets analyzed
contained significant
errors.”

PriceWaterhouseCoopers
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More time on Monday
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= ) Regional Accounts
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Tuesday looks better as well
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More time for discussion

MONDAY TUESDAY WEDNESDAY THURSDAY FRIDAY

Other
Activities

Collecting
Data

. Performing
!ntepf;fc;rng Analysis
Decision
Makers

Interacting

Performing With

Decision
Makers

Analysis

Performing

Analysis Developing

Reports
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IBM COGNOS 8 v4

Any Languzage Any Format | Any Location

Reporting Analysis Scorecards Dashboards Planning

Manage Dimensions Build Datasets Define Metrics [ Capture Context

Update Distribute Aggregate What-if &

Models Models data Optimize

%
New Load Collect Report &
version Actuals Data Analyze
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Management Decision
Meetings :
J Making!
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Create timely, reliable Driver-based Forecasts

e

TEE

« Improve forecast accuracy

Reduce cycle time by 50-70%

Re-allocate analyst time
— from 65% validating/chasing data

— to 65% creating value added
analysis

Sustain best-practices
— Driver-based

— Rolling forecasts

— Right participation

— Right frequency

e Improve accountability

Cognos.
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Extend Enterprise Wide

Continued Investment in Industry Blueprints

Manufacturing

Trade Promotion Management

S&OP Executive Review

Sales & Operations Planning
Transportation and Logistics Performance

Public Sector

Program Objective Memorandum (POM)

Grant Thornton & Cognos Federal Budget Planning
& Performance Framework — Business Partner

BearingPoint POM Budget Planning — Business
Partner

Higher Ed Performance
Mayor’s Scorecard

Retail

kg

Store Operations

Store Development

Promotion Planning

Merchandising Performance Management
Retail Financial Workbench

Pharmaceuticals & Life Sciences

* Clinical Trial Planning

» Samples Optimization (Joint w/ TM1)
* Clinical Trial Enrollment Forecasting

e Sales Quota Allocations

Banking & Financial Services

* Retail Branch Performance

* Retail Banking Customer Segment Performance

» Corporate Banking Customer Segment Performance
* Insurance Product Profitability

» Cognos & IBM Risk Adjusted Profitability for Banking —
Business Partner BP

* Loan Pricing

http://mww-01.ibm.com/software/data/cognos/innovation-center/
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Financial Performance Management

ANALYZE &
OPTIMIZE

PLAN, FORECAST
AND CONTROL

CONSOLIDATE

Market ‘ :
STRATEGY
Needs | & REPORT

Strategy Enterprise Planning Financial Analytics Financial and
Management and Analysis » Financial Performance Management
and Scorecarding . Strategic Finance Analysis Control

« Profitability analysis
e Product, Operations,
Customer, Channel,
Market analysis
and optimization

e Revenue Planning
and Forecasting

e Expense Planning
and Control

« Workforce Planning
e Capital Planning

* Financial Consolidation
* Financial Reporting
» Corporate Reporting

 Strategy Communication
» Strategy Execution
« Strategy Measurement

Solutions

Cognos
Products
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Performance Management Journey

TRANSFORMATION

AUTOMATION

| Enterprise-

;
i K3 wide

~ N\ ADDRESS o

(1 \ initial Needs

Change the culture

* Beyond Finance — by broadcasting the
Move to rolling Coordinate results !
« Analyze your horizons IC:)_loerat_lolnlitl &
historic data - Speak the language inancial Processes
» Assess your current of business —
processes to make implement drivers Targ et:
the business case e Clean up your
e Get out of the models and focus
spreadsheet jungle on the important Forecast Accuracy
and leverage items Cycle Time _
technology Time Spend on Analysis
Cognos.
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MEASURING PERFORMANCE AND PROFITABILITY

When looking to assess and prioritize uses of information, the key
question to be addressed is, “How will you use information to make
better business decisions”?

Measure / Manage Process Costs Product Profitability

Cost Improvement / 6 Sigma Customer Profitability

Capacity Utilization and Planning Channel Profitability

Risk Management Strategy Development

Capital Management Revenue Growth

Benchmarking Pricing

Shared Services Chargeback Plans / Forecasts

LOB Performance

Cognos.
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Components EP Model

/\ D-list (dimensies)

I/ A \ T | D E F G H | J K LW ——
'l \ an Feb Mar | Apr | May | Jun Jul Aug | Sep | Oct Mov | Dec [Full Ig>
2 |Informa GP3-1080 \ 16 DA i e i B A s =N 7,290
3 |Infarma GPS-4000 \ ) L 377 383 J66 4,195
4 |Infarma GPS-5000 \ B45| 2951 BR5| 5282 1742 4, 1,230 28,480
5 |Locator GPS 973 1070) 1177 1,295 1.424) 1567 1,723 5 14,262
6 |Locator GPS Extreme 82| 435] 2228] 5%0) 1478 1,01 382 1,04 3,490
7 |GPS 2,966 5,732| 5,011 8,090) 5726| 8,373| 6,136| 5,245 716

8 |Colassal MP3 XR128 904  F72] B95 17| 93] 12058] B95] A74 10,

9 |Colossal MP3 JT32 1,734) 1,429) 849 4700 662 1,00 211 484 10,09
10 |Suf Force MP3 ¥R32 1.724) 3,012) 1,884 3243 52| 1,362 2134 1,742 18,837
11 |Sudf Force MP3 ¥Rb64 4771 &M 526 652| 579 B0 B39 &M 7,098
12 |UnderTow MP3 TR1B 45| 437 358| 162| 645 15| 1542 148 5,935
13 |MP3 Players 4,884 6,151 4.512) 4.443) 2,901 4,465 5422| 3,619 52,129
14 |Alpharmicron PDA-7O00 115 279 278 W 199 145] 297 18R 2,599
15 |Alphamicron PDA-S000 242 44] 242 78 268 2R3 FdE| 285 2.3

16 |Gamma PDA-2010 88| 295 193 200 311 224 6 214 £300
17 |Gamma PDA-2090 G04) 283 /8] 251 41 1 453 307 2,807
18 |Gamma PDA-3001 175 19N A3 164 23 AR 209 1,770
19 |PDAs 1,224) 1,092| 849 875 841 691 MI,HB 11,838
20 |[E-LINK | | bl 2 000 10,372 wm 12,867 9,982 126,683

D-Cube (kubus)
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Components EP Model

A =] © D E F G H | J K L il N
1 Jan Feb | Mar | Apr | May | Jun Jul Aug [ Sep | Oct Moy | Dec [Full Year
2 |Informa GPS-1090 161 F48| 798| BOO| 583] V45| A¥3|  BBO|  F19]  AGB5|  AB1 708 7,290
3 |Informa GPS-4000 1600 1B0| 1586| 333] B83] 5N 338  344| 3E3| FFF[ 383 366 4,195
4 |Informa GPS-5000 953| 400 VB3| 5973 B4E| 23951 B95| 5282 1,742 4764 3066 1,230 28,480
& |Locator GPS 700 745 BO7| B84 973[ 1070] 1177 1205 1.424) 1567 1723 189 14,262
6 |Locator GPS Extreme 283 &1 2200 120 82| 435 2228] 590) 1478] 1,071 352 1,046 8,490
7 |GPS 2,253 2,523 2.750| 7.910| 2966| 5,732) 5,011 8,090 5,726 8,373 6,136 5.245 62,716
8 |Colassal MP3 XR128 779 EBEB| 1200 12687 904 772 895 17]  963) 1,208) 895 574 10,162
9 Colossal MP3 JT32 851 JOF| 745 885 1734 1429] B43] 470] BB2) 1.071 211 484 10,098
10 | Surf Force MP3 XRE32 248  490| 2743 202[ 1724 302 1,884 3243 52| 1,362] 2134] 1742 18,837
11 | Surf Force MP3 XR64 867| 783| 432 482 477 501 526| 552| &79| wBOB| B3] BN 7,098
12 [UndefTow MP3 TR16 G932 1138 248 53 45| 437]  358|  1B2|  B4R|  M5| 1AR42) 148 5,935
13 [MP3 Players 3,677| 3,7687| 5,368 2,900| 4.884| 6,151 4,512 4,443] 2,901 4465 5422| 3,619 52,129
14 | Alphamicron PDA-7000 380 41 181 136] 15| 279 78] 361 199 146| 297 186 2,599
15 | Alphamicron PDA-S000 305 58] 195 I/ 242 44 242 78| 2B8| 263 3B 285 2,361
16 | Gamma PDA-2010 2400 383|157 185 83| 295 198 200 3N 224 Bl 214 2,300
17 [Gamma PDA-20590 23| 176 07| 280| ED4] 283 78 251 M 1 453 307 2,807
18 | Gamma PDA-3001 12 71 1700 2200 175 191 53] 164 23 56| 209 126 1,770
19 PDAs 1472 709( 800[ 857( 1.224| 1.092] 849) 875 841 691 1,310 1,118 11,838
20 |E-LINK 7,402 7,020 8,918| 11,667 9,074)|12,975|10,372(13,408| 9,468|13,529|12,867| 9,982| 126,683
-
D-Link

A B © o] E F G H | J K L i i
1 Jan Feb Iar Apr Ilay Jun Jul Aug Sep Oct Moy Dec | Full Year
2 |Revenue B824 602|667 960|855 516|908 ,985( 797 270) 1,086,054 | 552 ,070( 1,085,995 | 334 421 | 986,369 1,044 283(8580,300| 10,757,808
3 |Cost of Sales 224 055|215 471(2865,941| 203 201|257 184) 350,333|284 539 350,322[260,168|318,183| 336,865(253,058) 3,470,261
4 |Gross Profit 470,537| 452 489( 602,576 | 615.764(540,086) 735.700)|597,532 735,676|565,253| 668,185 707.417(596,332| 7,287,548
5 [Margin % 67.7%| 67.7%|) 67.7%| 67.7%|) B7.7% 67.7%| 67.7% 67.7%| B7.7%|) 67.7% 67.7%| B7.7% 67.7%
B [Salary 51.250| 51250) 51250| 53646) 53813| 53813 53813 53813| 53813 53813] 53813| 53813] 637,89
7 |Payroll Tax 5F38| 5F38)| 5B38| EB438| E458 E458| E458 E458| B45B| E458 E458| E458 75,010
g [Pension 2563 2563 2563 3219 3229 3229 3229 3229 3228 3229 3229 3229 36.736
9 |Payroll Costs 59,450 59,450| 59,450| 63,302] 63499 63,499| 63,499] 63,499 63,499| 63,499] 63,499 63,499 749,642
10 |Rent 10,638 10538| 10538 10K35| 10538 10638| 10E35) 10638| 10538 10638 10638) 10538 127,660
11 |Rates 12275 12275| 15344 12275 12275 15344 12275 12275| 15344 12275] 12275) 15344 159,574
12 |Utilities 35461| 26596) 17730| 8865 G865 8,865 8865 8,665 8865 17,730] 26,596 35461 212,766
13 |Property Costs 58,374| 49,509| 43,712| 31,779 31,779 34,847| 31,779 31,779 34,847| 40,644| 49,509| 61,443 500,000
14 |Travel 0 a a 0 a 0] 5,000 a 0] 90,000 a 0 95,000
15 |Marketing 0 a 0]100,000) 20,000 250,000 0 0] 150,000 0 a 0] 520,000
16 |Training 12600 10500| 16,800 10500) 10500] 10,500| 10,500) 10,5000 10,5000 10,500) 10,5000 10,5000 134,400
17 |Other Overheads | 12,600/ 10,500| 16,800|110,500| 30,500| 260,500 15,500| 10,500|160,500| 100,500 10,500| 10,500 749,400
18 |Net Profit 340,113|333,030( 482,613 | 410,183 (414,309 376,854 | 486,754 629,899(306,407|463,543| 583,910(460,890| 5,288,505
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Components EP Model

/\ D-list (dimensies)

D-List

D-Cube

3] 2 ]| = B =] <[~ [ ] ]
siololelzllE gl =

|20 [ELINK

D-Link
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CUSTOMERS ENTERPRISE PLANNING

FINANCIAL PROFESSIONAL ENERGY & CONSUMER
SERVICES SERVICES UTILITIES GOODS
 ABNAMRO M
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http://www.centrica.co.uk/index.htm
http://www.abnamro.nl/nl/index.html
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CUSTOMERS ENTERPRISE PLANNING

MANUFACTURING HEALTHCARE TELECOM

OMRON

:
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Lucent Technologies O
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1
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