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Agenda

« Strategy and Strategy Management
« Developing and executing strategy

* The role of Finance in strategy
Management

« Strategy Management with IBM
Business Analytics
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Strategy and Strategy Management

NICCOLO

MACHIAVELLI
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The typical strategy process

Strategy Strategy

Development Execution

Few: Management Many: Company

“The CFO needs to be a key player in the process of
formulating strategy but, even more importantly, a
trusted advisor in the process of executing strategy.”

IBM CFO Study 2010
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Strategy development has changed

« Abstract vs understandable
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- Isolated vs integrated

- Infrequent vs opportunistic

Strategy development is most often
associated with the production of
the Strategic Plan
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“Although CFOs ranked providing
inputs into enterprise strategy
number one when asked what was
most important, only half consider
their Finance organizations
effective in this area.”

IBM Global CFO Study 2010
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Steps to a successful Business Unit strategy

“Good strategy starts and ends with numbers” '/ \

Dr. Peter Nieuwenhuizen

Richard Koch and
Peter Nieuwenhuizen
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Steps to a successful Business Unit strategy

“Good strategy starts and ends with numbers”

Dr. Peter Nieuwenhuizen

Profitability Strategic Strategic

Analysis Analysis Plan

~
Finance
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From a coarse perspective...

Segmentation, offering new ways ...
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...and the resulting strategic options

Strategic Options

60 — ,

Grow Keep Exit or harvest
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Including a M&A strategy
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What-if analysis and scenarios offer new insights

“[Value Integrators]...have more
mature analytical capabilities,

such as integrated planning and
forecasting, scenario planning
and predictive modeling.”

IBM Global CFO Study 2010

Evaluation of options
Managing volatility and uncertainty
It's about the process!
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Data provide the basis for decisions
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This should be a continuous & sustainable process
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Strategy ok. What about the execution?

Palladium Study, 2006
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Reasons for strategy execution failure
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= Communication
= Focus
= Ownership
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Scorecards — a proven management tool

Q-0 HEAML,L,KHecL=a - =

Metric Studio Biift 1 &~ Lamch~ ? ~
4 BB Most recent values * ':-y =) Yiew ¥ Tools =
|@ = | Scorecards b Sales b )
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Incentive Scorecard M F1.Grow Revenue A
Clther key metrics by [P Name Actual Target ¥ariance ¥ariance % Time Period
= Sales B ¥ - EasternSales Sales Count 1,024.20 9,846.71 -3,822.51 89.60%  MNov 2006
[+ Eastern Sales B ¥ | AvgYield per Customer - Eastern Sales LS$54, 364,51 US467,000,00  -USflz,635.19 18.86% Nov 2006
- [iz] Morthern Sales @ & - Revenue 1541,100,000,00  US$1,000,000,00  US$100,000,00 10,00% Dec 2006
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i‘ £ ernd i I M Fz.Improve Margins A
4 MeBadlicts)ales dy P Manne Actual Target Yariance Yariance %  Time Period
B ¥ [ Discount Percentage 19.00% 2.50% 16.50% GE0.00%:  Mov 2006
B ¥ - Espenses IS4726,394 .06 1154900,000,00  -LUS$173,605,94 19.29% Moy 2006
@ & - Revenue 1J541,100,000,00  US$1,000,000.00  US$100,000,00 10.00% Dec 2006
@ Customer ]
a
‘ Ay | @ Mame Actual Target ¥ariance Yariance %o Time Period
1 @ & | Eastern Sales Customer Relationship Index 1.53 0.00 1.53 Mov 2006
| -
| “l f itoring busi f CFOs beli =)
- “In terms of monitoring business:performance; S DEeHeVe mererid

\ their organisations do a good job of providing high level
' metrics but lack the ability to drill deeper. They also talked "~ ™
' about the need for'business performance-managementto be /e
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more proactive.” o
_IBM Global CFO Study-2010
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Strategy management & scorecarding

. IT/Systems
Resources

Sales Marketing CSu:;[\(:ir::r

Product

Operations
evelopmen

Finance

- Initiative Management

- Business Unit Scorecards

PERFOR CE
Prod

MEASURING AND MONITORINC

- Campaign Strategy & Sc PLANNING Supplier Scorecards (SCOR)

R A
e Pog Scorecards: pwt® . HR Strategy & Scorecards
Departmental
Scorecarding - Customer Satisfaction Scorecard - Employee Satisfaction
Financial Performance Management
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Opportunity: Strategy management & scorecarding

Strategy linked

CEO .
to execution
Communicating & .
Managing Strategy Enterprise
scorecards
, Customer : Product : Human
Sales Marketing Service Finance Development Operations Resources IT/Systems
Understand Initiatives created =~ OWnership of KPIs  Focus on strategic
Strategic to achieve strategic  linked to strategic objectives

objectives objectives objectives cascaded to Depts

Department
Scorecards
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Scorecarding maturity level

Strategy
Management

Scorecarding

Metrics Monitoring
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Project Scope

IBM Cognos Finance Forum 2010

Anticipate and Shape Business Outcomes

[m
@



IBM Cognos Finance Forum 2010

Anticipate and Shape Business Outcomes

Summary

Finance is playing a larger part in developing and
executing strategy

Less of the mystique - Strategic Planning & Analysis is all
about the numbers

Your expertise in data management and process
discipline makes Finance ideally placed to drive strategy
management

IBM Cognos tools and best practices are there to help
you - for Financial Reporting, Profitability Analysis, What-
If Analysis and Strategic Planning

See me or visit www.ibm.com/cognos/innovation-center
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