


HR'’s Critical Role During a
Downturn

The current recession has
forced firms to implement
cost-cutting strategies that
invariably impact the
workforce. These strategies
put human resources (HR)
professionals directly in the
limelight as they make
critical workforce.

Managing Through a
Downturn

Economies may be sluggish,
but this is no time to hunker
down and wait it out. Thoughtful
executives use economic
downturns to position their
company for superior

performance in the years ahead.

Surviving and Growing During an

Economic Downturn

This month our featured article is a
contribution by David xxx, and it is
focused on the business value of
Business Decision Management in the
time of recession. Dave sees BDM
(together with its partner, BPM) as a tool
to achieve a competitive advantage
during times of recession. It is a thought
provoking approach during these trying
days, and perhaps the means to take a
pro-active rather than reactive approach
to shrinking budgets.

Smart cost-cutting in
the downturn

Create A Stimulus
Plan and have tangible

Is it possible to cut costs in a way
that positions a company for

results flowing _ success after the downturn? The
through your business articles below look at how to
within 60 days. achieve that alluring but elusive

goal in operations, customer
service, talent management, and
information technology.
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LEVEL 2

Value Creation Product/
Sy.stem/ Service Product/
Primary Launched’ Service
Processing .
Systems S S % 5§ e
Launched Sold Delivered e
Devzllgped Pﬁ Portfodlio Demand Order Rgll;st?g:;?\rip ReaZ/YSFOF
& Launched anage Developed Obtained Maintained Delivery
LEVEL 3 P/S
. P/S Order P/S Order Shipped/ P/S Order
Prlmary_ Processed Filled Delivered/ Closed
Processing Installed
Systems/
Process

. P/S
Customer Serviced Supported




Launched

P/S
Developed
& Launched

P/S Portfolio
Managed

Demand
Developed

Sold

Order
Obtained

Customer
Relationship
Maintained

Delivered T

P/S
Ready For
Delivery

LEVEL 3 P/S
. P/S Order P/S Order Shipped/ P/S Order
Prlmary' Processed Filled Delivered/ Closed
Processing Installed
Systems/
Process PIS
Customer Serviced Supported
,,.«'""Order Obtained Process
LEVEL 4
Process/

Sub-Process




,,.«"""Order Obtained Process

LEVEL 4
Process/
Sub-Process

LEVEL 5+

Sub-Process/
Task/Sub-Task

Information Gathered -

e Relevant Data Sources Identified

e Interviews Scheduled

¢ Interviews Conducted

¢ Conclusions Reached and Recorded

Opportunity Developed and ‘
Proposal Requested
Sub-Process

Information Gathered

Needs Identified

Deciders and Users Identified
Constraints Determined
Credibility Established

Programs & -

Applications

© 2006 Perofrmance Design Lab
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Background:

BJAX

*Has been in business for ten years and is a
subsidiary of the JAX Corporation.

Invents, designs, manufactures and sells
equipment that facilitates internal
communications for organizations.

- Started with one highly successful
product and has added an additional
product every three years.

- They currently have three products
total.

- Two new products are scheduled for
introduction early next year.
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CEO cFO

BJAX

®®

®

el

PROCUREMENT

B0

OUTSOURCED

%

Performance Planned (Over a four month period)
1. BJAX CEO receives earnings guidelines from JAX.

2. BJAX CEO and CFO meet individually with VP’s to
discuss operating and budget goals for each
function for the next year.

3. VP’s and their functions prepare budgets for the
next fiscal year (total and by month). These
proposed budgets are sent to the CFO, who
consolidates them into a draft BJAX budget.

4. The CEO and CFO meet individually with each VP to
finalize their budgets.

5. The final BJAX budget is then published.

Performance Managed

1. The CEO holds a monthly Operations Review with th
VP’s and occasionally a quarterly one-day “retreat”.

2. The agenda includes a review of company budget,
sales performance and shipments. Gaps between
actual and planned performance are discussed, along
with possible corrective and preventive actions.

Follow-up meetings are held with individual VP’s as
appropriate.

e
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PROCUREMENT

%

Observations of VP of Administration, who is
retiring:

“Up until three years ago, we were growing and
profitable and nobody seemed to care that we
didn’t exactly know why _ and where we were
profitable. But when the bottom started to fall out
and the heat from JAX began to build, It became a
real horror show. The longer the profits fell short of
goal, the more heat, the more finger-pointing and
the louder the shouting. The attacks on each other
in the monthly Operations meeting were amazing to
watch. It has become “attack first”, before you are
attacked .”

Management Change :

Yesterday, JAX announced that the current
CEO of BJAX, who has been with the
company since its inception, would be

retiring at the end of the month.
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SCENARIOS ISSUE
(1) Dramatic increase in customer complaints
Quarterly Management Shipping costs “out of control”
Review Alarming jump in labor overtime
(2) Steady increase in material costs for past three
Quarterly Management months.
Review
(3) Directive to reduce time to introduce new products, in
Annual planning meeting an effort to stop eroding market share.
(4) Directive to cut the operating budget by 10% forth e
Quarterly remainder of the year.
Management Review
(5) Another missed earnings forecast “surprise”.
Quarterly Management Discussion about determining “leading indicators” t 0
Review minimize the problem in the future.
(6) Production launches a Six Sigma project.
Ad Hoc Engineering starts a “metrics” project.

Finance is piloting a “Balanced Scorecard” project,
with the intent of taking the idea company-wide.

2




Management Scenario #1:

overtime

At the quarterly management off-site
« Sales reported that customer complaints regarding late
deliveries have “skyrocketed.”
« The VP Operations reported [
- Shipping costs have gotten “out of control”
- An alarming jump in materials costs and labor

f
¢

Action Consequences of Action
» ‘Time-burner" and distraction
s Without good data, unable to pin-point cause of
Material current problem
Taskelgorse » After three-months, a report was generated,
iHitiated 1. Outlining all the areas where materials cost are,

or potentially could be, an issue.
2. Recommending a number of general “should-
outa" actions for controlling materials costs

Management Action

Alarmed at this news (and with no data at hand), the following
transpired:

« By the end of the meeting,
A Materials Cost Task Force was initiated to look into the
cause of the escalating materials cost.
@ A Quality Awareness Task Force was initiated to
determine the best way to convey a sense of
responsibility for quality in the BJAX workforce.

« The VP Operations subsequently held a “come to Jesus"
meeting with his managers and
Ordered a stop to all overtime unless he personally
approved it.
Set a limit on monthly shipping charges, using same
period last year as the “benchmark”

Quality Awéreness
Task Force
initiated

* “Time-burmer" and distraction

» Decided that training was necessary, since few
members of management and the workforce were
aware of the principle that "you can't inspect quality
into the product” and that there were a number of
Japanese quality improvement tools available.

= Spent two-months interviewing possible Quality
Awareness and Improvement training vendors.
Selected a vendor and made a proposal to the GM
to start the program.

» The GM tabled the proposal because of lack of
funds.

®

VP Operations
stops all overtime

» Production Jobs begin to back-up because labor
demand exceeds supply.

» An “expeditor” system had to be put in place to see
that the Jobs of key customers got to the “head of
the line".

» Late deliveries “skyrocketed” and customer
complaints increased even more.

x VP Operations

sets limits on
shipping charges

s Late deliveries increase dramatically.

» Customer complaints and pressure from the Sales
organization are so great that the VP reverses his
decision after five weeks.
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Management Scenario #2:

The P & L for the last several months has recorded a steady and
significant increase in materials costs, while revenues remain flat.
At the monthly management meeting, the CEO tells the VP

Operations to “get a handle” on the materials problem. :x

\ )

Management Action

Subsequent to the management meeting, the VP Operations asked the
Procurement Manager to take action to reduce materials costs. In turn,
the Procurement Manager decided to target the cost of parts inventory.

inventory based on the quarterly sales forecast. Since the forecast does
not specify the product mix, Procurement assumes a mix based on
annual sales plan percentages. Because of the new pressure on reducing
materials costs, the Procurement Manager decided to adjust the forecast
order volume downward for long lead time parts, based on his first-hand
knowledge of how far off forecast the actual orders have been for the last
three months.

Historically, parts with long lead times are procured and placed in [

Action

Consequences of Action

®

Reduction of volume
of long lead time
parts in inventory

= Next two months the P & L reflected lower

materials costs and revenues remained the
same.

e In month three,

o Material costs remained at the new, lower
level.

o Revenues dropped because shipments
were delayed, as some orders had to wait
for parts not in inventory.

o Procurement then had to readjust inventory
levels for long lead time parts.

o Expedited procurement was required to
clear the production back-log, increasing
materials cost above the level that triggered
the CEO's initial concern.




Management Scenario #3:

At the annual planning
meeting, it was determined
that a major contributor to
loss of market share was the
18-24 months it took to get
new products to market.

I
&

Consequences of Action

~ Management Action

In an effort to get the next new product to market in 12 months, the CEQ:

1. Developed this chart:

Function Plan (in Months) | Actual Time
Engineering |dea 2 | 3 months; took longer than estimated.
Design 4 | 4 months, as planned.
Prototype 3 6 months, including redesign during prototype.
Marketing Market 3 months; took longer than estimated.
Research 2
Product 4 months as planned. However, not very effective
Introduction because unable to get technical specs from
4 Engineering in time.
Sales Customer Did not happen. Marketing failed to get input from
Research 2 Sales.
Launch 4 months; could not get necessary information from
2 Engineering and Marketing for two months.
Production Design Did not happen. Engineering did not involve
Production in the design phase. Engineering
didn't want to take the charge for Engineering time|
2 against their budget.
Prototype 5 months; had to redesign “on the fly' because
2 Production not involved in initial design. |
Production 4 months; delay in getting critical parts because
2 of redesign during prototype phase.
TOTAL
ELAPSED 12 Months 19 Months
TIME

Month 1 2 a 4 5 i v a ki 10 11 12
Fe B
P
saEs | oo
PRODUCTION l D:sgnl I Pratn ‘ | Productan |
2. Set/negotiated these function goals:
Function Plan (in Months)
Engineering Idea 2
[ Design 4
Prototype 3
Marketing Market Research 2
Product Introduction | 4
Sales Customer Research | 2
Launch 2
Production Design 2
Prototype 2
Production 2
TOTAL ELAPSED TIME: 12 Months




Management Scenario #4:

~ l::>/

Consequences of Action

e This year's budget was finalized

during Q4 last year, after much
discussion about strategy and
how functions were to support

the strategy.
e However, during January and
February of this year, it is clear

that assumptions about the
revenues were overly optimistic.

Management Action

In March, all functions were ordered to cut their budgets for the

remainder of the year by 10%. Subsequently,

e Each function independently cut programs and initiatives that would
result in a 10% reduction in their individual budgets.
e A new corporate budget was issued for the remaining three quarters

of the year that reflected a 10% reduction in planned expenditures.

Function Action in Response to 10% | Consequences to BJAX of
Budget Cuts Across the Individual Function Action
Board
Finance Held up introduction of new Continued lack of key
Oracle system management information in
Engineering and Production
Engineering | Did not implement Outside Design Units continue
“partnership” program with to not understand and to not
Outside Design Units. meet BJAX design standards
Sales Cut back on Sales Rep new Turnover during the year
hires resulted in several “open” sales
territories for up to six months,
impact revenues
Dropped training for new Sales | Less technically competent
Reps Sales Reps
Procurement | Supplier Certification program | Continued variability of
put on hold suppliers, impacting materials
cost
Inventory optimization program | Material shortages continue to
on hold plague Production
Production Hold on capital expenditures to | New product put on hold at
support new products prototype stage because of lack
of production capability
Shipping Plans for new automation that | No improvement in

would impact packaging time
and in-transit damage, put on
hold

e Time to receive orders

o Damage during shipping that
results in customer
complaints and costly on-site
repairs.

>
—




Management Scenario #5:

At the last annual JAX — BJAX

review session, the JAX liaison

said:

o JAX was “fed-up” with BJAX’s
consistently missing their
quarterly earnings plans and
forecasts.

¢ This inconsistency frequently
resulted in JAX missing its
earnings projections to Wall
Street, impacting analyst's
perception of JAX management,
and leading to “Hold” and “Sell”
versus “Buy” recommendations.

e This problem was now viewed
as serious enough to merit
making “accuracy of earnings
projections” count for 60% of the
CEO’s bonus.

Consequences of Management Inaction

BJAX continued to miss earnings
projections.

JAX’s lackluster stock performance
continued.

JAX recently replaced BJAX CEO.

N

J\ /L Management Action

deadline.

Subsequent to the meeting with JAX, the CEO formed a task force of
vice presidents to make recommendations by the end of Q1 on how
earnings projections could be made more reliable.

The task force met several times during Q1, has yet to make any
recommendations, and has asked for an indefinite extension of their

B

2

£
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Management Scenario #6:

At the last quarterly off-site, the VP Administration made a
presentation regarding the number of improvement initiatives
currently underway at BJAX. As examples of the issue, the VP
cited the following:

The VP Administration then added:

There were six projects initiated by JAX, including studies of

accounting practices, executive compensation and overtime

policies.

There were several projects initiated by BJAX Corporate,

including:

o Improving the spirit of innovation.

o Changing the corporate culture to make employees less risk
adverse.

o Improving earnings forecasting

There were 20 projects mandated by various levels of

government agencies. E

Within the various BJAX functions there were countless

improvement projects, including:

o 12 Six Sigma projects in Operations

o Metrics development projects in Engineering and Shipping.

This list did not even include the continual product related
changes being made to “stay in business”.

A quick “ballpark” estimate was that these projects could
consume as much as X hours of management time annually, or
roughly 15% of all management time in a year, based on the
assumption the average manager worked 50 hours a week.

Management Action

A brief discussion and no action.

Consequences of Management /naction

¢ No reduction of the current initiatives within
BJAX.

e An addition of 1-2 new initiatives per month.

o Ultimately, over-worked, burned-out, cynical
managers.

/

&



BJAX Management of the Horizontal and
Vertical Organization

“The only things that
evolve by themselves
In an organization are
disorder, friction and
malperformance .”

Peter Drucker




BUSINESS ENVIRONMENT
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CAPITAL
MARKET Lagl

BJAX

MANAGEMENT SYSTEM

ADMIN

LABOR
MARKET Lagl

MARKETING SALES

ENGINEERING

OPERATIONS

PROCUREMENT

PRODUCTION

Product Launched

SUPPLIERS

[ ]
Product Sold

SHIPPING

JAX

MARKET

\ 4

PROVIDERS

 TECHNOLOGY| L

Product Delivered

CUSTOMERS

Enabling

Processes |

OUTSOURCED

ENGINEERING

COMPETITION

Y

The critical roles of BJAX
management are:

Alignment of the organization’s
goals, strategies and priorities with
the reality of the super-system.
(Management of the Adaptive
System through strategy
formulation.)

Effective and efficient operation of
the internal processing system to
meet customer and financial
stakeholder needs — i.e., manage
the work. (Management of the
Processing System through Value
Creation Management.)
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Setting
Expectations

on the Work

Ch in Goals and/or Plans

Y

Closing the
Gap
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Events

PERFORMANCE PLANNED PERFORMANCE MANAGED
Deviations
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Goals————— ¥

Resources/
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Support

Y

Data

PERFORMANCE EXECUTED

The Work to

be Managed

Change in Execution

Results——»

y

Management forms the critical
central cortex of the
system/organization.
Management is the “intelligence
that keeps the system in
balance and the organization
“on track”. There are two key
components to management:

1. Setting expectations for all
components of the
system/organization (The
Planning component)

2. Closing any gaps between
performance expectations
and actual performance.
(The Management
component)
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Leadership

®

®

@

F1

Mo @

F2

Mo (@

F3

Mo (@

F4

Mo (@

F5

Mo (@

F6

Mo @

Y

Sequence:

1.

Enterprise Goals set by
Organization Leadership

2. Function Goals then set to
support Enterprise Goals
3. Function Goals then
cascaded down to sub-
functions and individuals
Emphasis:

Management of the Vertical
Organization

Resource Management
Trade-offs made way down in
the organization — with no
view to customer
requirements
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Leadership
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Planning is the starting point for
Processing System Hierarchy alignment.
The Planning System is concerned with:

* The goals of the Primary Processes
must be aligned horizontally across
the Value Chain to achieve
LOB/Enterprise goals.

* The goals of the processes within
each Primary Processing System
must be aligned with the Primary
Processing goals.

» The processes within each Primary
Processing System must be designed
to achieve Primary Processing
System goals.

* Resource allocation for all processes
must be balanced to avoid sub-
optimization



")

Sequence:

1.

Enterprise Goals set by
Organization Leadership, based
on Customer requirements and
Financial Stakeholder
expectations.

Value Creation and Primary
Processing System Goals set to
achieve Enterprise Goals.

Process Goals set to support
Primary Processing System
Goals

Function Goals set to support
Process and Primary Processing
System Goals.

Sub-function and individual goals
set to support Function and
Process Goals

.ii>/

Emphasis:

* Process is driven by the external forces of
Customer and Financial Stakeholder
expectations

» External expectations are converted into
internal value-add work requirements via
the Value Creation System

« Alignment and Management of the
Vertical and Horizontal Organization

* Value-add and Resource Management

» Trade-off decisions made at the value
creation level which has a view of
customer requirements as well as
shareholder requirements.



@\ Enterprise Goals
Year One Two Three
Revenues
Profits
Market Share
@) © ©) @ ©, ®
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ate Sales Planning Worksheet
TOTAL $ PRODUCT A PRODUCT B PRODUCT C
$ No. Orders No. Orders No. Orders
ANNUAL GOALS
QUARTERLY GOALS - Q1
Q2
Q3
Q4
MONTHLY GOALS (Q1) M1
M2
M3
Region Sales Planning Worksheet
TOTAL $ PRODUCT A PRODUCT B PRODUCT C uarter 1 Quarter 2
$ No. Orders $ No. Orders $ No. Orders Total Product A Product B Product Total Product A Product B
ANNUAL GOALS S # $ S # 3 # B # S # 3
Region 1 Plan
QUARTERLY GOALS - Q1 Actual
Q2 Region 2 Plan
Q3 Actual
Region 3 Plan
Q4 Actual
TOTAL Plan
Actual |
Territory Sales Planning Worksheet
TOTAL$ PRODUCT A PRODUCT B PRODUCT C ST TONTTS
$ No. Orders No. Orders No. Orders Total Product A Product B Produc Total Product A Product B
ANNUAL GOALS $ $ $ # # $ #
- Territory 1 Plan
QUARTERLY GOALS Q1 =
Q2 Territory 2 Plan
Q ‘ Actual
Q4 Territory 3 Plan
Actual
TOTAL Plan
Actual
onthly Sales Planning W eet
TOTAL$ PRODUCT A PRODUCT B PRODUCT C e WEE KL VIR UANNER Tolhe Week of ——
$ No. Orders $ No. Orders $ No. Orders Monday Tuesday Wednesday Thursday Friday [# Oppty. #Oppty | #Propsals | # Orders $
ANNUAL GOALS Generated | Qualified | Submitted closed Booked
QUARTERLY GOALS - Q1 BUAN
Q2
Q3
Q4
ACTUAL
SelfGrade:

RSM Grade:
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Recognition that the most important role of senior
executives is the alignment and optimization of the

Value Creation System
Senior executives wear two hats

Planning sequence that emphasizes both resource
and value management (process goals set before
function goals)

The Performance Planned and Managed System and
Calendar provide an effective process for managing
“matrixed” organizations.
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Data on
——External—>»|
Events

Deviations
Plans Set & Pla'fs Analyzed, Cause Action Taken
Resources/ Operational Performance N "
. . Determined & (Corrective,
Expectations Set Support (Resources, Behavior Appropriate Preventive.
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N N Action Sustaining)
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Performance Performance Corrective
Domain Mission/Value Add Planned Monitored Looking for... Actions
- Optimize the - LOB goals: - B-Jax Performance|- Trends across - Abandon LOBs

Role: Executive
Team
Players:

CEO

All VPs

- Set direction and
strategy: which
markets, which
offering, competitive
advantage

- Determine business
model

- Determine the optimal
organization structure

- Determine markets to
abandon, LOBs to
abandon

- Final arbitrator of
corporate leverage
opportunities
(efficiencies of scale —
i.e. one process, one
facility, one flavor, etc)
and unique value
creation opportunities
(effectiveness in
market/for customer
i.e. best, only, easiest,
fastest, customized).

Revenues, Margin
contribution

- Allocate resources

and asset base to
LOBs

- Strategic Initiatives
- Plans for

acquisition/
divestiture of
assets.

- Plans for

acquisition/
divestiture of LOBs

- Major capital

expenditures for
business
infrastructure

plan to actual

- LOB and Value

Chain performance
plan to actual —
Original, Complex
& New

- Function

performance to
plan to actual

- Super system

trends

- Strategic Initiatives

performance plan
to actual
(milestones and
results)

- Development

Projects plan to
actual (milestones)

- Pipeline Leading

Indicators:

LOBs, Functions
that indicate a
systemic
issue/misalignment

- Super system

trends that signal
the need for the
organization to
adapt

- Initiatives and

Projects that are
off plan — leading
indicators of future
performance of the
organization

- Trends in the

pipelines — leading
indicators of
Revenue and
Profitability

(Divest, Sunset)

- Initiate

development of
new LOBs

. Adjust LOB &

Function goals and
plans

- Adjust Resource

and Asset
Allocation across
LOBs, Functions,
and strategic
Initiatives

- Divest of Assets
- Build/Acquire new

assets

- Acquire additional

capital

- Restructure the

business

/
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Questions to Ask Where to
Mission/Value Performance Performance Looking Corrective Find the
Domain Add Planned Monitored for... Actions Answer
Value - Optimize the |- LOB goals: - B-Jax - Trends - Adjust VALUE CHAIN RESULTS
Creation LOBs Revenues, Performance plan| across Resource 1. Did we meet total Portfolio Product
System - Manage the Margin to actual LOBs, and Asset Contribution expectations for this |Performance
portfolio of contribution - LOB (Value Primary Allocation period? What is the trend? Tracker
Role: VC products/servic|- Specify Chain) Processing| across 1. Did we meet Portfolio Revenue Product
’ es resources the performance plan | Systems, LOBs, expectations for this period? What | Performance
Mgmt Team - Arbitration of resource levels to actual — Functions Functions, is the trend? Tracker
corporate required to meet| Product that and 1. Did we meet Product Product
Players: leverage LOB goals Launched, indicate a strategic Profit/Contribution expectations  [Performance
. VP Mktg opportunities |- Set Sales and Product Sold, systemic Initiatives for this period? What is the trend? | Tracker
VP Sales | (efficiencies of Delivery goals Product Delivered | issue/misal|- Initiate 1. Did we meet Product Revenue Product
VP Eng scale - ie. one for each LOB: |- Function ignment Value Chain expectations for this period? What [ Performance
VP Ops process, one Sales, performance to - Super improveme is the trend? Tracker
facility, one Revenues, plan to actual system nts 1. Did we meet Product Unit Sales |Product
flavor, etc) and | Expenses - Enabling Process | trendthat |- Initiate Expectations for this period? Performance
unique value |- Specify Performance plan| signal the Portfolio What is the trend? Tracker
creation changes to the to actual need for Changes 1. Did we meet Product Cost Product
opportunities LOB portfolio - Super system the expectations for this period Performance
(effectiveness Initiate new trends organizatio (actual vs. estimated)? What is Tracker
in market/for product - Strategic n to adapt the trend?
customeri.e. development, Initiatives - Initiatives 1. What were rework costs for this Rework
best, only, Initiate product performance plan | and period? What is the trend? Tracker
easiest, enhancements to actual Projects Number of units reworked?
fastest, Initiate Sunset (milestones and that are off 1. What were returns for this period |Product
customized ). of products results) plan — (units and $'s)? What is the Performance
- Development leading trend? Tracker
Projects plan to indicators 1. What were Product Warranty Service
actual of future costs for this period? What is the |Tracker
(milestones) performan trend?
- Pipeline Leading ce of the 1. What were customer complaints | Customer
Indicators: organizatio for this period? What were the Satisfaction
Leads Pipeline n issues? Tracker
Engagement Support
Pipeline (Jobs In Tracker

Process)
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’ plan/ , over time.

Initiatives Tracker L4

Customer
Satisfaction
Tracker

Product
Performance
Tracker

Vendor Trackers

Shipping Function
Tracker

Support Process
Tracker

Product Launched
Process Tracker

Product Sold Product Delivered
Process Tracker Process Tracker

Engagement |
o Tracker S~ 1

&

Corp Sales
Tracker —

Opportunity
Pipeline Tracker

Product
Repositioning

Product

Sales Region Service Tracker| Support Tracker

Tracker

Jobs in Process
Tracker

Development
Project Tracker

Rework Tracker

Product
Enhancement
Project Tracker

Marketing Project
Tracker

Product Sunsetting

Project Tracker Service Ticket

- Support Ticket
Sa'?rs Teritory Individual Job Log Rework Log
racker

~_

Order & Invoice——1——»

New Products P Demand Customer Customer Customer Products [ @ ort
Developed & [—» Managed Pr——Product—b—b o erated | ®] Committed Relationship s Wts-' |- Job Produced [—» & Mivaless] Suppo_rted & =3 service ™
Launched Managed qm Serviced

Order/CO!
)
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Roles:

« Executives and managers play multiple roles defined by where they need to
contribute to critical trade-off decisions. (In contrast to the formulation of teams
based on reporting relationships.)

* Recognition that the most important role of a senior executive is the alignment
and optimization of the Value Creation System.

Guides:

» Assists a new manager in moving up the learning curve faster.
* Provides a job aid for activities that are:
 Complicated and/or
» Performed infrequently
» A vehicle for continually accumulating critical knowledge for effectively running
the organization.
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Data on Deviations
—Ext > Plans Set & Plav!s Analyzed, Cause Action Taken
Xternal Resources/ Operational Performance Determined & (Corrective,
Events Expectations Set Support (Resources, Behavior Appropriate Preventive
Requirements Structure & Monitored plgcli':m Sustainin i
Determined Support in Place) Determined 9
Resources/
Structure/
Support Data
Plans————»{
Goall Result:
¢ Roles
¢ Roles o
L4 ]
L4 ]
L]

ANNUALY

QUARTERLY

MONTHLY

JAX

BJAX
Mgmt

Value
Chain Mgmt

i

Pri Process
Mgmt

Process
Mgmt

Function
Mgmt

Outsource

Supplier: \i
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BJAX Management Calendar

Role Players Annual
= . 2 NOTE (Event #3): e e ey |
< B M This is the first place where the VCMS planning NOTE (Even: #13)3
bl . y Again, note how diff
process deviates from the standard planning - .
process of: traditional planning |
Functions independently submitting goals x?ga?i;TzZT:oEe;n:h
and budgets, competing for scarce ptimi
resources systematically and s
The final allocation of dollars driven by the reallsuc_trade- i
‘é’ 1 . finance function. (I STREm
=) Rgv:ev;and In the VCMS, the Value Chain Management ?l?:ct{fr} wr;h?et;:iﬂ
= CES update \ year Chain Team will set Primary Processing System . eratiny co?nmmee
< = o 5 Super System gotas, ’ priorities with the goal of optimizing the fc?r resot?rces -
g XecLivEIcan scanned parameters, an performance of the total Value Chain. With their ! ot
m Performance assumptions Value Chain Management Team hats on, the penolmec anlsmh of
reviewed functional vice presidents will reach consensus on g;r;?\riar?g?d;r t‘oa‘rt
Strategy reviewed/ how BJAX budget dollars are to be allocated to p
E modified as required achieve corporate goals. 5 | @ SRRt |
<) CEO 3 year goals and 3 "
s VP Marketing assumptions updated Value Chain priorities Launched, Sold, Delivered gqals.l
= Annual goals set, b plans, budgets, and assumptions:
‘© ViSalesh 9 4 set Reviewed for alignment and
6 VP Engineering product Preliminary L.aunched. optimization NOTE (Event #7):
o VP Operations SDIT anddDellvere(ti Approved (A) Every key function that participates in t
El Product M_grs 90{3; an Pafém‘?t edfs Communicated to Functions, Process is represented on the Primary
g VP Admin set & communicate Partners and Suppliers Processing System Management Team or
Process Management Team as they agree
goals, plans and budget. Each functional
'é 4 representative is the liaison between the
<) Product Product goals reviewed Primary Processing System or Process
= Managers for Launched, Sold, Delivered Management Team and their function. T
'g Original, requirements specified represent the Process in discussions withir
k] Complex and Preliminary product plans the function and represent their function in
g New and budgets developed discussions within the Primary Processing

Launched, Sold, &
Delivered Mgmt

Launched: VP Mktg,
VP Sales, VP Eng,,
Dir. Production,
Product Mgrs

Sold: VP Mktg, VP
Sales, Product Mgrs
Delivered: VP Eng,
Chief Des Eng, VP
Ops,

NOTE (Event #5):

Each Primary Processing System Management
Team consists of

1) a functional VP who acts as the Chair and
Primary Processing System Executive and

2) senior management representatives of key

5
Launched, Sold, Delivered
performance reviewed

Annual L,S,D performance goals set | |

Improvement goals set
Preliminary plans developed*
Preliminary budgets developed
Process requirements specified

Process performance
reviewed

Annual process
performance goals set
Improvement goals set
Preliminary plans

System Team or Process Management Te
(B) This planning may be done at the Prim
Processing System level if the work (1)
not merit designation of a Process level
management team and (2) can be effecti
managed by the Primary Processing Syste
Team.

T

functions who perform the processes that *Assumptions captured developed*
‘é’ make up the Primary Processing System. Preliminary budgets
> developed
= Magrs assigned to For example, the Product Launched Function, Partner, &
a each process Processing System Management Team might Supplier requirements
8 be chaired by the VP of Marketing and consist communicated
o of the VP Sales, VP Engineering, Director of
o Production and a Product Manager. This team -
will be held accountable for the Product *Assumptions captured
Launched Processing System meeting its
§ goals for the year. 8
=) Preliminary Function
= All Eunction goals, plans & budgets
= set: —
s} Managers
5 Process support
c Functional
z maintenance
] A
Y I
9
=@
S g B Where appropriate,
.'g = All Individuals preliminary individual goals,
S g plans, and budgets set
c o
-
10
) Partner goals agreed to
o .
= Preliminary plans
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A management framework that summarizes all the
critical management planning and managing
activities, from Enterprise to individual, over a one
year period.

|I>/

* An effective system for managing “matrixed”
organizations.

 Provides a master:

 Management guide
« Schedule of critical management activities

* Not a bolt-on to the current management system —
This is the management system.
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MANAGEMENT SYSTEM

=

BJAX
ENG

Qs) Product Launched

Product Sold 4

Produ

[os |

— Months 2-4

plan ready.

-In
, they

EEREEAEE)
s

project.

[

product.




BJAX

MANAGEMENT SYSTEM

OPERATIONS

PROCURE | | PROD

Enc

SaLes

B

@ - — Months 2-3 — Months 4-15

‘ N Product Delivered ‘
[ S PIS * '
Enabling ‘ ‘ ‘ ‘ ‘ ‘ CYCIeY process
u ‘ EO"SG ‘ the 18-24
@ ’
to market.

vvvvv T e T -

] = L] meet the 12 . . *

process —

L]

@ o _[Z| .o o 15 mos.

project. 12 mos or less

process

@ : S0 T
process : process
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10% Con

10%

10%.

10%

4 & -3
*
./ 567 8966 666 666 8:,6 666 666
ESTIMATED ESTIMATED
UNITS REVENUE 3
Opportunities — Total 236 $198,875,000
Opportunities — Total One 100 "5 <
Opportunities - Total Stage Two 57
Opportunities - Total Stage Three 44 - % - 8 & =
Opportunities - Total Stage Four 3 _
[Product A (Original) — Total 48 Primary
Product A (Original) — Stage Two 000,000 Processing Old New %
';mﬁgﬁ g :E = :;‘;L?e mm Systems | Budget* | Budget * | Change Rationale
| Product A (Original) — Stage Four —
Product B (Complex) — Total 000,000 Launched $37| $37| 0]New product goals critical. No change.
Product B (Complex) — Stage Two 4 $ 8,000,000 . . o
Product B (Complex) — Stage Three 4 $ 8,000,000 Despite thid cut, should be able to maintain
Product B (Complex) — Stage Four $ 6,000,000 Sold $106) $95) (10.4)|adequate sales growth - with careful management
g:ﬁﬁ;’g me"" ‘g‘a'a' T ;; ﬁgg&i% With this cut, should still be able to deliver
lew) — Stage 000,
Product G (New) — Stage Three 25 $9,375,000 ) bu@eted growth. Will hold planned improvements
Product C (New) — Stage Four 20 $7,500,000 Delivered $157 $138| (12.2)|until next year.
Total $300) $270] (10.0)|Required to meat earnings target.
* in millions of $
"H#H&
> - % * *
Launched Sold Delivered Total % Budget
Function |Old $* |New $*|OId $* [New $*|OId $* [New $*|OId $* |[New $* | Reduction Rationale
[Admin 2| 2| 3] 1 5| 2| 10 5| X support of Launch. support for Sold & Delivered
Mkig 10 10 20| 14 30] 24 X support of Launch. Trim Demand programs for Sold.
Sales 2| 2| s3] 80] support of Launch. Delay hiring plan for rest of the year.
|Enqmeer 20) 20] support of Launch. Trim plans to upgrade partners in Delivered.
Procure support of Launch. Trim plans to upgrade suppliers in Delivered.
Production support of Launch. Trim producti nts in Delivered.
Ship 10§ 8 support of Launch. Trim plans to upgrade shipping in Delivered.
Total 3 37] 106 o5 157] 138l 300 270
% Budget
Reduction 0 (10.4) (12.1) (10.0)
*in millions of $
"9#
> * < ?
Budget by Primary Processign System
Function Launched Sold Delivered Total
Admin 2 1 2 5
Mktg 10 14 24
Sales 2 80 82
Engineer 20 25 45
Procure 1 25 26
Production| 1 79 80
Ship 1 7 8
Total $37 $95 $138 $270
* in millions of $

te
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Leading Indicators
Super System Indicators

Tracking of trends in the

M

)
’
:«m
U

Market, Competition, Proposals Close Avge $ per | Revenue
Resource Suppliers, and Product submitted Ratio proposal |Prediction
Business Environment that Original Large
could impact the business Medium
Small
Complex [Large
Super System Medium
. . Small . .
[ | Leading Indicators New Large 90 Day leading Indicators
Product Development Plan Medi Proposals Submitted
to Actual edium Close Ratio
Small Average $ per Proposal
Future Revenues/Profit
depend on the timeliness Sales in 90 days will be
and success rate of product Proposals Submitted x Close
delvelopment Ratio x Average Proposal $'s
— <\L\7 ~ - -
Product Launched Prodyéts Sold
New Products Customer
Products = Demand Customer . .
Developed & Product» > . »| Relationship
Managed Generated Committed
Launched Managed
l Order/t
Value Chain - !\
> : V
Supported :
30 days
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15%

50

, the VP
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3 . . s
i Business
CEO —» Implementation —» Committed 5 9 Process
¢ E;zz;e d e Plan Architecture . “Sr:o3uld"
and Approved Reviewed BPA and
Committed * Further ¢ i Implemen-
e Exec Design Preparation Model tation Plan
Team of Execs as Decisions Approved ||
" N Required Made PP!
> v | — e “Should”
BPA Specs
Developed
L.
1
Initial
Assessment
Team
Team
Team
Y
! ! 12
} } 10 +  “Should’ BPA 14
W N Prepared Management
} } v * (1s" Business - Cross functional || Chart Devel
i CMT, PPSM
| | Mapped Value Chain [\
I I 7 8 - Cross functional Maps
T | | | — Value Chain — - Process Profiles —
eam ( ) I I Developed Maps ¢ Organization
| | P Structure 15
| | - Process Profiles R dati
: : . ecommendations || ProcessDe
| | Made . Redesign Pr
| | e “Should” BPA Plan Launched & M
| | Developed
2 6
Coaches —» Implementation —




"

. s
" 4 "
Implementation Committed 5 o guslness
Execs Plan Aroﬁiss‘ 13 s
rchitecture « »
Educated Approved Reviewed e “Should « Management
and Furth " BPA and Domain Chart
Committed urther ¢ Implemen- Approved
y Preparation Model y pprove
Exec Design tation PI:
of Execs as Decisions ation Han + vemt
Team Al d
A A Required Made pprove Selected
v e “Should”
BPA Specs
Developed
A
R v
12
10 «  “Should” BPA 14 17
v e “Is” Business Prepared N —» —
- Cross functional (I) Developed
; Mapped Value Chain (VCMT, PPSMT, FMT)
8 - Cross functional l;/laps Profil
D Value Chain [ Trocess Frofiles 1=
eveloped Maps e Organization
- Process Profiles Structure . 15
. Recommendations / 18
Made - [0}
¢ Dser:/ZLlltl)dpeBdPA Plan Launched & Managed Developed




19
Management
Calendar (1)
Reviewed,
Approved
Tracker

System (I)
Approvedy
VCMT
Prepared 29
[y Performance
Y
System (I)
20 ) ;
Reviewed &
VCMT Kick-off ; Up;lravdves
Managemeng r—> Identified
Calendar (I) in ) Phase (Il)
Place ) 23 Plan
v ,\PAPS':T Reviewed 39
embers
and 35 37 Performance
Selected Approved PMS (1) i
FMT Briefed Against Plan
25 31 Introduced and Budgets Managed via
. Management Management
 PPSMT Kick-off Introduced 33 Calendar (Il 3a|endagr (IIy and
PMT_ in Place Next Year PMS (Il)
> Identified (
A A — and
| | Prepared
| | PMT Kick-off
| |
| |
| |
| |
| |
™
2 Y
T - [
26
21 24
EE— N
FMT Briefed 32 ;
40
30 PMS (Il) Developed: 38
27
Phase I PMS () and Phase Il | | |e (i 34 36 Planning and Refements ‘o&
Plan Modified Per .
PMS (1) Made as
. Prepared Feedback * Supported Requred
.
an *
(PPSMT Level) 28 ()
Developed
Developed




CEO

29
Performance
Management
System (1)
Reviewed & Value Chai
Upgrades alue ain
Identified
Phase (Il)
23 Plan
PPSMT i a0
Members and 15 27
Selected N Performance 41
FMT Briefed Approved a1 PMS () Operating Plans | aqaingt pian PMS (Il
» Introduced and Budgets Managed via Introduced
— Introduced 3 Management Developed and Management Planning (Il)
+  PPSMT Kick-off ntroduce! PMT i(:‘a;;‘g:’ (I ImprlleeTte?eeadr for balendar (1) and Introduced Team
™ Identified PMS (Il)
A — and
| | Prepared
| | PMT Kick-off
| |
} } Team
| |
| |
™ Team
'y 'y
! = —
26
24
FMT Briefed 32 A A
40
30 PMS (Il) Developed: 38
27
Phase Il PMS () and Phase Il | || | Tracker system (Ill) 34 36 Planning and Refinements to & 42
 — Plan Modified Per + Refined Dashboards PMT Supported
Feedback . PP Supported PMS (Il) Made as Team (
Prepared . Requred
em (Il) .
avel) 28 (I
ed
Developed

Coaches










