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Agenda

> Introductions

» Review CPM and 25 Balanced Scorecard Hall of Fame
Best Practices (exercise)

» Understand Strategy Maps, themes and objectives
(exercise)

» Understand Balanced Scorecards, measure design,
measure types and target setting (exercise)

» Understand application of Strategy Maps and Balanced
Scorecards in Process Industry (exercise)
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Introductions and Your Goals

Meet Your Fellow Delegates/Practitioners:

Whatis your name?
What is your organization and position?

Where are you in your Balanced Scorecard Journey? (fact
finding, deployment, re-launch)

What challenges/ topics would you want to discuss?

Bob Paladino &
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Bob Paladino, CPA

PricewaterhouseCoopers and Towers Perrin Global Consultant, E&Y Auditor

Boston, New York and London

» Led a Kaplan & Norton CPM /Balanced Scorecard Global Consulting Practice

Advised over a dozen Balanced Scorecard Hall of Fame Winners

» Directed Crown Castle International’s CPM program as SVP Global Performance in
the CEO Office; Crown earned a few awards

WSJ Ranked Crown Top 20 Most Improved in Shareholder Value (out of 4,000)
Kaplan & Norton’s Global Balanced Scorecard Hall of Fame Award
APQC'’s Best Practice Partner Award

» Bob Paladino & Associates, LLC:

Tennessee Center Performance Excellence (TNCPE), State Baldrige Examiner
Research / Publications — #1 Global Selling Book “Five Key Principles of CPM”
Consulting - “Implementing for Results” W e provide results, not methodologies
Executive Education — Colleges, Companies and Governments Globally

Corporate Speaking — Globally

4 Bob Paladino &
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Royalties From Both Books Donated to Flight 93 Memorial,
Founding Sponsor.
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How Can We Help You Achieve Results?
Knowledge & Experience to Help Close the Strategy Gap

Fine
Koy Provcpien

Pyrimmano:
Moot

Since release of his #1 best selling book, Bob has been receiving requests for article reprints. Fill out and fax to 412.220.2454 to receive yours.

___APQC (American Productivity Quality Center) Magazine, Crown Castle International's Corporate Performance Management System
___APQC Magazine, Integrating Balanced Scorecard, Six Sigma, and Knowledge Management to Drive Value at Crown Castle

____APQC Magazine, Integrating Balanced Scorecard, Sarbanes Oxley and Knowledge Management (Nadia Upley) -~
____APQC Research Reports: Enterprise Risk Management Reports | & I Executive Summaries only (Best Practice Company Cases) ‘ p"
____ASMI (American Strategic Management Institute), Realizing Strategies Through Balanced Scorecard Based Budgeting —\&y
____Better Management, Integrating the Balanced Scorecard and Total Rewards to Drive Value

____Business Finance Magazine, Fitting the Balanced Scorecard into BPM -
____Business Finance Magazine, Retaining Knowledge Capital ’3
___Business Performance Magazine, Moving Strategy Forward: Merging the Balanced Scorecard and Business Intelligence To Drive Value, I
10.___ Business Performance Magazine, Performance Promotion: Why CPM needs it Own Office, (with Gary Cokins)

11.___ Business Week Research, The Payoff of Pervasive Performance Management, (Joe Mullich)
12.___ Certified Management Accountant Magazine (CMA Institute), 5 Key Principles of Corporate Performance Management — 3 Articles @

CINOOAWONE

13.___ Coach (Russia), Excellence in Corporate Performance Management

14. ___ CFO Magazine Research, What CEOs want from Their CFOs Today
15.___ClO/Insights, Corporate Performance Management and Metrics that Matter
16.___ CorVu, Crown Castle International Case Summary

17. Harvard Business School Publishing, Balanced Scorecard Hall of Fame Case Crown Castle International #1 selling case for HBS APQC
18.___ Harvard Business School Publishing, How to Conduct a Balanced Scorecard Review to Create Alignment

AMERICAN PRODUCTIVITY.

19.___ Harvard Business School Publishing, Survival Strategies for Unmerciful Markets: The Telecom Experience « QUALITY CENTER
20.___ Harvard Business School Publishing, The Challenge of Global Alignment, Crown CEO Shares his Perspectives

21.___ Harvard Business School Publishing, Global Alignment: A Telecom’s Tale Crown Castle International

22. Industrial Management Magazine (IIE). Principles of Corporate Performance Management. Medrad New Product Case Study |
23.___Journal of Corporate Accounting & Finance (Wiley), What is Strategic-Operational Misalignment Costing your Firm Each Year?

24.___Journal of Corporate Accounting & Finance (Wiley, Enterprise Risk Management, a Best Practice Approach, (with Sebastian Francis)
25.___Journal of Corporate Accounting & Finance, Missed Opportunities in Strategy and Enterprise Risk Management, (with Dr. Frigo, L. Cuy)

26.___Journal of Corporate Accounting & Finance, Strategic Financial Information: What Does the CFO Need in the Rapidly Changing Utility Market?
27.____Knowledge Management Review, Taking its Knowledge Management Portal to the Next Levelat Crown Castle

28.___ Strategic Finance Magazine (Institute Management Accountants), Balanced Forecasts Drive Value

29.___ Strategic Finance Magazine, (Institute Management Accountants), Strategically Managing Risk in Today’s Perilous Markets

30.___ Strategic Finance Magazine (Institute Management Accountants), 5 Key Principles of Corporate Performance Management- 3 Articles

YOUR NAME/TITLE:

Or Simply Peel Tape and

ORGANIZATION .
ADDRESS/CITY/STATE Attach a Business Card Here
Eﬂiff © ™ ® Consulting, Training, Speaking

Contact: Bob Paladino, CPA, Managing Partner, Box 62335, Pittsburgh, PA USA 15241
O: 412-833-9317, F:412-220-2454; bobpaladino@paladinoassociates.com, www.paladinoassociates.com
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Introductions: Five Key Principles CPM Executive Education courses
Provided to Colleges, Corporations and Governments (Globally)
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Five
“Five Key Principles” Incorporates the Balanced Scorecard in Principle 3 to m
Accelerate Performance Ytz

rategic Plans
Strategy Map

Principle 3: Cascade
and Manage Strategy

Principle 5: Manage &
Leverage Knowledge

Balanced Scorecard
Organizational
Alignment,

Best Practices,
Knowledge
Management

Partner with IT

Principle 4: Improve
Performance

Customer Programs
Process Improvement
{Six Sigma, Lean)

Partner with Marketing, Sales

& Quality
_
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Five |
Lﬁm For Example, Thank you to the Crown Castle and Ricoh Teams

AL

» Earned Balanced Scorecard Hall of;ame AWérd

RICOH

Earned Kaplan & Norton Global Balanced

> Earned APQC Best Practice Partner Awards Scorecard Hall of Fame

Y

Y

» Stock price increased from $1 to $40 on the Earned Deming Quality Awards

NYSE, beating all market indexes

Y

Increased Same Day Ship Rate to 98%

Y

» Wall Street Journal “Top 20 Most Improved in Increased Recovery Ratio to 95%, diverted 20
Shareholder Value” (out of 4,000 companies) million pounds of Material from Landfills

» Improved cash flow over $500 millionin one year ~ » Reduced Customer Backorders 82%

» Increased employee satisfaction over 20 » Reduced Month On Hand Inventory by 26%
absolute points » Increased Customer Brand Awareness by

» Increased customer satisfaction by over 25% 37%

» Reduced order to cash cycle time by over 75% » Solutions Marketing Increased Sales 161%

» Knowledge management (KM) provided global » First Call Resolution 81%

library of best practices

» Six Sigma black and green belt programs
brought in over $300 million in cash

Adapted from “Five Key Principles of Corporate Performance Management” Bob Paladino , Wiley Publishing 2007, All Rights Reserved
9 Bob Paladino &
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Crown Has Applied the Balanced Scorecard to Become a Best Practice
Case Study

Measurement Enterprise-Wide Focus On Mapping Alignment and
and Strategy-Focused Strategy and Hall of Communication
Reporting Organization (SFO) Fame Achievement
1992 1996 2000
Articles in Harvard i
Business Review: = M STRRI'IEEGY

® “The Balanced j ANUL :
Scorecard — VTN
Measures that Drive M‘“I{H ‘“{" ORGANIZATION
Performance” January - QRN FHITTY »

. - February 1992 Dasid P Norton el
“Putting the Balanced A
Scorecard to Work”
September - October
1993

" “SUSingthz Balanced Acceptance and Acclaim:

corecard as
a Strategic ® “The Balanced Scorecard” is translated into 18 languages
Management System”
Jannufr;_ ,Sebruyar; " Selected by Harvard Business Review as one of the “most important
1996 management practices of the past 75 years.*
® Bain Consulting Reports 50% of US Companies Use the Balanced Scorecard

10 Bob Paladino & g
© Copyright 2011 www.paladinoassociates.com Associates, LLC

© Copyright 2011 www.paladinoassociates.com



The Scorecard Hall of Fame Winners Represent Process Industry
Organizations

Process
Manufacturing
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The number #1 Most Popular Balanced Scorecard Hall of Fame Case Study is
Crown Castle International — Harvard Business School Website

@ Harvard Business Schoo]0-000-000 /‘ %RQW,N

INTERNATIONAL

Crown Castle International

A Case Study

Search Results

&IDA

IRELAND Irish

« R&D Activities

Using the Balanced Scorecard
as a Strategic Management
System

Request your Complimentary Copy on the Next Page (item #18) |

Bob Paladino & g
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Our Training Curriculum Incorporates Inputs from 37 Balanced 4}
Scorecard Hall of Fame Award Winning Organizations
1. Aktiva (Amsterdam) 19. Pliva (Croatia)
2. Acquafin (Belgium) 20. Public Service Electric & Gas (PSE&G)
; 21. Reuters
3. City Charlotte (NC ) .
. Y . (NCO) ) 22. Ricoh Americas
4. City of Brisbane (Australia) ; .
. 23. Royal Canadian Mounted Police (RCMP)
5. City of Fulton Country (GA) ) .
. 24. Royal Norwegian Airforce (Norway)
6. Crown Castle International . .
7. Duke Children’s Hospital 25. Saatchi & Saatchi
. Du i i
P 26. Serono (Switzerland)
8. Du Pont
. 27. Southern Gardens
9. Hilton Hotels .
28. St Mary Duluth Clinic
10. KeyCorp .
29. Sprint/Nextel
11. Korea Telecom (Korea) ) .
. 30. Swiss Re (Switzerland)
12. Kinnarps (Sweden) )
) 31. Tata Motors (India)
13. Media General .
. 32. Tennessee Valley Authority (TVA)
14. Lockheed Martin EIS
) 33. UBS
15. Mobil h ’
. . 34. Unico (Brazil)
16. Mobistar (Belgium) . )
) ) 35. United Parcel Service (UPS)
17. Montefiore Medical
’ 36. US Army
18. Nova Scotia Power Company (NSPC) ; .
37. Volvo Financial
“I'm against a homogenized society, because | want the cream to rise.” - Robert Frost |
13 Bob Paladino &
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Hall of Fame Best Practices- Diagnostic

Hall of Fame Best Practices

2. TRANSLATE STRATEGY 1. MOBILIZE CHANGE THROUGH
TO OPERATIONAL TERMS EXECUTIVE LEADERSHIP

[ 2.1- Strategy Map Developed ‘ 1.1- Top Leadership Committed

‘ 2.2 - Balanced Scorecard Created

‘ 1.2 Case for Change Clear

‘ 1.3- Leadership Team Engaged

‘ 1.4- Vision & Strategy Clarified
Course 1 1.5 New Way of Managng

1.6 - Program Manager Identified

‘ 2.4 - Initiatives Rationalized

|
|
[ 2.3 Targets Established |
[
[

[ 2.5 - Accountability Assigned

3. ALIGN THE STRATEGY- 5. GOVERN TO MAKE
ORGANIZATION STRATEGY A
TO THE STRATEGY FOCUSED CONTINUAL PROCESS
ORGANIZATION

| 5.1- BSC Reporting System ]

3.1- Corporate Role Defined
‘ orporate Role Define ‘ 5.2 - Strategic Review Meetings ‘ ‘

[ 3.2 Corporate-SBUS Aligned

| 5.3 Budgets and Strategy Integrated |

3.3 SBU-Support Units Algned | 5.4~ HR/IT Linked to Strategy |

‘ 3.4 - SBU-External Partner Aligned

| 5.5 Process Mgt. Linked to Strategy |

4. MOTIVATE TO MAKE \

STRATEGY EVERYONE’S ‘ 5.6 — Knowledge Sharing Linked ‘
JOB | 5.7 Strategic office |

[ 4.1 strategic Awareness Created |

Course 2 [ 4.2 Personal Goals Aligned J Course 3

\
|
| 4.3 Personal Incentives Aligned [ ]
[ 4.4- Competency Development Aligned | |
Source: BSCol

[ 3.5 Board of Directors Aligned

© Copyright 2011 www.paladinoassociates.com



Average Survey Scores by Question

4.4 4650

43 1. MOBILIZE CHANGE
y THROUGH EXECUTIVE

2. TRANSLATE STRATEGY
TO OPERATIONAL

TERMS 4 .3LEADERSHIP

. ALIGN THE 3.3 STRATEGY-
ORGANIZATION FOCUSED

= (ORGANIZATIO

STRATEGY 2 8

2.9

5. /GOVERN TO MAKE
STRATEGY A
CONTINUAL PROCESS
4. MOTIVATE TO MAKE
STRATEGY EVERYONE’S JOB

Bob Paladino &
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Principles of the Strategy Focused Organization:
TRANSLATE THE STRATEGY TO OPERATIONAL TERMS

The Vision The Balanced Scorecard converts
B . .
strategy intoan lntegrated System
\ Tosatstyour | o T e | Tuga T o defined acrossfour business
shareholders, [Frofie.
whatfinancial | ability 1
i erspectives
F i nanc'al ob]ect:::s must | Growth P P
accomplish?” E’Q}aéi}
Q Measurementis the language that gives
clarity to vague concepts.
"To achieve our
financial Image a Measurementis used to communicate, not
ob‘fcuves, whda( — to control.
Customer st some?”
: Price/Cost a Strategy can be described as a series of
cause and effect relationships
“To satisfy our Internal Perspective
customers, Objactves | Masmrss | Targees | Inmesiee
and shareholders, | cycle
inwhich internal | Time
business processes
Internal Process mustweesce?” [ Quanry
Productivity
Learning \ isscioll o
mustour
and Growth organizaton. [ Eoviues
innovate?” Intellectual
Assets
16 Bob Paladino &
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What About Common Terms?

USA

Football
UK
Football

4

AUSTRALIA
Football

Never underestimate the importance of local knowledge.

. -,
17 Bob Paladino & 4
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The Strategy Map provides the Cause and Effect Linkages
Across the Four Perspectives

Strategy Map . .
Key Attributes/ Design Elements
OS""“:‘-“C;';F[“‘*’ > A Strategy Map is a pictorial
ratin icien . s
Financia E— representation of your company’s
nancl
Profitability strategy
More £ » Should serve as a communications tool
Fewer planes customers g_ |nterna”
” t S Y N
Custoney | <, » Read from Bottom to Top in a Linked and
lonime Lot 5 Causal Manner
<
-

/ * Process & People perspectives provide
“leading” objectives

Process
|Fmgr£und * Financial & Customer perspectives have
turnaround i “lagging” objectives
3 . “ Ul
7 2 > Does it pass the “new employee” test?
Peopl = . .
cope ( 2 > Recognize the balance between science
o 3 andar
. ’ -
18 Bob Paladino & 4
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A Good Balanced Scorecard Provides a Prescription for Action Including
Measures, Targets, and Initiatives Aligned to Each Objective
Balanced Scorecard Key Attr_lbutes De;lqn Elementg
- > Establish clear links to strategic
objectives
Objectives Measurement Target Initiative » Recognize Leading and Lagging
Measures
. itabili . . * Leading measure form your
- Profitability Market Value 30% CAGR = “early warning system”
£ MoreCustomers ® SeatRevenue * 20% CAGR g + Leadingindicators highlight
H a investment or input
& e Fewerplanes ® Planelease Cost ® 5% CAGR 5 opportunities
<] + Laggingindicators are in the
* Flightis on -time * FAA On Time o #1 * Quality o rearview mirror.
g * Lowest prices Arrival Rating management ‘G > Operating Compan_les have of
s * CustomerRanking | » #1 Y D 20-25 measures with an balance
3 (Market Survey) loyalty - by dlmen§|0n .
© *  Holding Companies have a total
program of 8-12 measures
* Fast ground ® OnGround Time  ® 30Minutes  * Cycletime + Use 1-2 measures per objective
u turnaround * On-Time °90% optimization  —  »  Adopt the best practice of
g Departure 5 selecting “surrogate” measures
IS 2 to satisfy the 60 day rule
= * Recognize data sources and
® Ground crew ® % Ground crew °yr.170% * ESOP g’ accountability for collection and
° alignment trained yr.3 90% o Ground crew 5 reporting
o . yr.5 100% . ¢ > Ensure Measures are useful for
g % Ground crew training = target setting
a stockholders
19 Bob Paladino &
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Together Strategy Maps and Balanced Scorecards Form a Strategic Management System
and Support a Strategy Focused Organization
Strategy Map Balanced Scorecard
Strategic Theme:
_g L . Objectives Measurement get 1 ')
Operating Efficiency
Fi lal
nane Profitability ® Profitability ® Market Value * 30% CAGR
‘3 ® More Customers  ® Seat Revenue ® 20% CAGR
Q. More
5 Fewer planes customers ® Fewer planes ® Planelease Cost ® 5% CAGR
e /7 / t
E’ Customer / I ® Flightis on -time * FAA On Time °#1 ® Quality
:: Flight Lowest * Lowest prices Arrival Rating management
K] Is on time prices ® Customer Ranking = #1 ® Customer
(Market Survey) loyalty
program
Internal | * Fastground * OnGround Time  ® 30Minutes  *® Cycletime
y Fast ground turnaround ® On-Time ®90% optimization
5 turnaround Departure
3
£ 7
? Learning ( * Ground crew ® % Ground crew °yr.170% * ESOP
el alignment trained yr.3 90%
g Ground crew yr.5 100% pGrotndicrew
— alignment ® % Ground crew training
stockholders
20 Bob Paladino &
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Southwest Airlines Awards

THE BELLIES OF OUR PLANES ARE RED.
THAT'S BECAUSE WE'RE BLUSHING.

WE COULDN'T BE MORE PROUD OF OUR EMPLOYEES' ACCOMPLISHMENTS.

TTH MOST ADMIRED COMPANY IN THE WORLD
11N ONTIME PERFORMANCE

#11IN CUSTOMER
" PA—

1 o

MOST RELIABLE AIRLINE

(ot SE 8- s

ONE OF BUSINESSWEEK'S MOST INNOVATIVE
COMPANIES IN THE WORLD

BEST ROUTES AND AVAILABILITY

g
o

]
Bob Paladinei1&
Associates, LLC S

Exercise: Review BSC Elements

Class Discussion

» Whatis the value of having the Hall of Fame Best
Practices?

» Whatis a Strategy Map?
» What are the four perspectives?
» Why is a Strategy Map also called a “linkage diagram™?

» Whatis a Balanced Scorecard? Why is it Balanced?

_ 2,
22 Bob Paladino & ’
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But What Goes into Building a Map and Scorecard?
Breaking it Down

. ____________________________________________________________________________________|
The following slides provide design concepts and case
examples for the four perspectives

» Financial

» Customer / Constituent

» Business Process/ Internal Process
» Learning & Growth / People

23 Bob Paladino & 4
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Leverage a Proven Approach to Design/Refresh Strategy Maps and Balanced Scorecard
Measures, Targets and Initiatives

Executive/Management Team Involvement

Step 6 Facilitate Workshop #2

Step 4 Facilitate Workshop #1 Validate Scorecard

Step 2 Executive Interviews )
P Validate Strategy Map

* Secure input from key executive . * Review and select measures
/' management team leaders * Establish consensus on * Validate Initiative Maj
) . Strategy Map themes, N P
* Interview by phone or in person objectives * Assign Measure owners and
reporters

Project Team Prepa

Review company
documents, draft
first Strategy Map
and prepare
Interview Guide

Step7
Develop
Implementation Plan
(e.g., for target
setting, cascading)

Step3 Step5

Develop Identify Candidate
Strategy Map, Measures and Draft
Strategic Objectives Initiative Map

Elapsed Time 4-8 weeks depending upon many factors

24 Bob Paladino &
© Copyright 2011 www.paladinoassociates.com Associates, LLC T2
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Four Perspectives - Financial

The Vision The Balanced Scorecard
= 4N converts strategy into an
\ i s integrated system defined

Financial == fe across four business
perspectives

. -
Bob Paladino & 4
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Strategy Map Financial Perspective Objectives
A Simple Model

Define the Performance Gap
Cash Flow Targets
“The Gap” i
600 s $750 Millon mcrease Translate shelf documents into a straw
, (33% Increase) model (draft) strategy map
450
: t
‘99 ‘02

How Do We Drive Financial Results / Close any Gaps?

Increase Cash
Flow

hcrease Recurringy /Reduce Operating
Revenue Costs

)
Bob Paladino & 4

-

Strategy Map

Financial
Perspective

Manage Fixed
Capital

by
Reduce
working capital

© Copyright 2011 www.paladinoassociates.com Associates, LLC
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Four Perspectives - Customer

The Vision The Balanced Scorecard
= 4N converts strategy into an
\ R integrated system defined
Financial | fe across four business
T ey PO
Customer | [==

Bob Paladino &
Associates, LLC

© Copyright 2011 www.paladinoassociates.com

Research Show Winning Companies Focus on one of the Three
Themes or Value Propositions

Different strategies require different value propositions that will attract and retain target
customers.

* Treacy & Wiersema @ identify three customer-focused strategies

» Excel at one dimension of value, maintain threshold standards on others

Product Innovation Customer Intimacy Operational Excellence

“A Product leadership companies
pushesits products into the realm of
the unknown, the untried, or the
highly desirable”

Intel

Sony

Mercedes, Porsche

Merck, Johnson & Johnson

Best Product

“A Customer Intimate company builds
bonds with customers; it knows the
people it sells to and the products and
services they need”

Home Depot

IBM

Airborne Express
Mobil

Best Total Solution

“Operationally excellent companies
delivera combination of quality, price,
and ease of purchase that no one
else can match”

Costco

Toyota
McDonalds
Dell Computer

Best Total Cost

(1) Treacy & Wiersema, The Discipline of Market Leaders, Addison Wesley

28

© Copyright 2011 www.paladinoassociates.com

Bob Paladino &
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Each Dominant Strategy Contains Key Differentiators — Valued
by Customers
STRATEGY Product/ Service Attributes i Relationship | Image
Product, ! !
. election 1
Leadership i i
— “The Best
Unique products and Product”
services that “push the
envelope”
T T
Product/ Service Attributes i Relationship | Image
Customer : '
Intimacy @ @ @ @:‘ Relationships
Personal service tailored to “Trusted
produce results for customerand ~ Brand”
build long-term relationships
Product/ Service Attributes I Relationship | Image
e DD @O ED
Excellence Selection : '
O y . Quality and selectionin key “Smart
Differentiator categories with unbeatable prices Shopper”
Y Dceneral Requirement
- -,
29 Bob Paladino & 4
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Four Perspectives — Internal Process

The Vision
>
Financial Perspective
"To satisfy our Objectives Measures Targets Initiatives H
\ shareholders, | Profit |
. . what financial abity
bjecti t .
Financial | :=r e \ across four business
Value

N

Customer Perspective
"Toachieve our [ L T - T

The Balanced Scorecard
converts strategy into an
ntegrated system defined

perspectives

financial Image
objectives, what
Customer sz =
mustwe serve?”
Price/Cost
“To satisfy our
customers,
and Cycle
shareholders, in T\me
which internal
Internal [ |oon

p must
we excef? Productivity

© Copyright 2011 www.paladinoassociates.com
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Processes

Shareholder Objectives

Organizations Execute Strategy Through Internal Business

Customer Objectives

Customer 1
Innovation Management Operations ; Regulatory
Process Process Process ! & Society
* Marketing * Sales * Inbound Logistics * Health
* R&D * Service * Manufacturing * Safety
* JV/Partnerships * Relationships » Outbound Logistics * Environment
* Supplier Relations * Social

Our experience shows that strategic activities are most
productively grouped in 3 or 4 sets of processes.

31
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Bob Paladino &
Associates, LLC

@

The Vision

>

\

Financial

"To satisfy our
shareholders,
what financial
objectives must

we
accomplish?”

Four Perspectives — Learning & Growth

The Balanced Scorecard
converts strategy into an

Customer

N

IS integrated system defined
\ across four business
perspectives

financial
objectives, what

Image

Customer Perspective
"Toachieve our [ L T - T

customer needs
mustwe serve?”

Service

Price/Cost|

which internal
Internal |z, . o
we excel?" Productivity
" To achieve =
L . our goals, how m:;‘;‘;‘“un
earning
feam and Learning
an d G rowth novate? Intellectual

“To satisfy our
customers,
and
shareholders, in

Cycle
Time.

Assels

© Copyright 2011 www.paladinoassociates.com
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the Strategy

Financial |

Perspective Shareholder Objectives |

1 1

Customer Objectives

Customer
Perspective

The Learning and Growth Perspective Provides the Foundation for

Internal Process Innovation Mgﬁzt%nr;irnt Operations Regulatory
Perspective Process Pro?:ess Process and Society

Learning & Learning & Growth Perspectlve

Growth
Perspective Technology

« Strategic Skills « Strategic Systems
* Training Levels « Strategic Databases
* Knowledge Transfer « Strategic Networks

« Strategic Awareness
* Morale
« Personal Alignment

Climate for
Action

33
© Copyright 2011 www.paladinoassociates.com
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Coca Cola Strategy Map:

The Revenue Growth Strategy The Productivity Strategy

,.7_A_< \M->/ ~ —
S >

— T eusam: A Pexibe
e > <:puw consumer & eriuton eystem prosuction

customer penetretion Q‘ owsstpossiie ) | proses atioweet \_ & nesacor
g e e \p.ﬁslb‘ecoﬂ/ \&l’nwn

e — vy \
) /.,zs':;:"\ EAYEAY
e ’

icient repienisnment
{production. intestructure, )
tics & distribution)

Two Primary Themes Revenue Growth and Productivity

The Balanced Scorecard Process Enabled Us
To Get To A Strategic Framework For CCBS

Financial
Perspective

| Consumer
|& Customer
|Perspective

Internal
Processes
Perspective

A i CZ"‘D (Tt

2
ocnsgmlnn
<c,;mg lmurq/ Cg

Organizational
Learning
Perspective

\( “Buld IS
capabillly &
uwusneu
34
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Mobil Hall of Fame Winner: Marketing & Refining Strategy Map - \10 bl
Shiftto a Customer Intimacy Model US Marketing &

Refining

Increase ROCE to 12%
Financial [Revenue Growth Strategy | [Productivity Strategy
Perspective Ne‘ Malgn (vs. industry)
New Sources of Non- crease Customer Become Indus(ry Mavimize Use of
> Profitability Through
O Non-Gasoline Q Volume vs. Industry a Cash Expense (cpg) O CashFlow
Revenue & Margin Q_Premium Ratio
Customer “Delightthe Consumer” “Win-Win Dealer Relations™
Perspective Mystery Basic Differentiators Eeafl]er
it
Shopper | Q Clean More elp Develoj E9)
Rating 0 safe Friendly Helpful Consumer Business Growth
Shareof | O Quality Product Employees Products Skills Deater
Segment | O TrustedBrand Satisfaction

“Build the Franchise” “Increase CustomerValue” “Operational “Good
nderstand
Create Non- Consumer I-rina%l\)r:re Inmvz’r(v)t\tl)ery
Gasoline Segments Performance Management Tmprove
Products & Environmental,
Internal ] Senvices Q Share of Target g U:klj == a nverice Health and
Perspective B Doime 0 Fuout Rate Y
O New Product ROI Franchise )
O New Product Teams On-Time Q Environment
Acceptance Rate Incidents
Q Dealer Quality Q Activity Cost Q safety Incidents
Rating vs. Competition
A Motivated and Prepared Workforce
. Climate for Action Competencie Technolog
Learning & + Aligned T L:gﬁ:?;ﬁp%zﬁgence +~ Process Improvement
Growth ) RRersonalCiowy ntegrated View
Perspective Q Personal BSC Q strategic Skill Q Systems Milestones
0 _Employee Feedback Coverage Ratio.
35 Bob Paladino &
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Pharmaceutical Company Level 1Strategy Map
Financial Improve Shareholder Value
"To satisfy our F1 Contribute Free
shareholders, what Cash Flow
financial A —_
objectives mustwe F3 Achieve Year over F4 Achieve Return 2
accomplish?” Year Revenue Growth F2 Grow Faster than on Sales (ROS) 2
Targets the Market Targets £
o
Customer Address Public Health Needs by Providing Innovative Medicines g
"To achieve our : . o
financial objactives, cl\;lll Proacgvely C2 Ensure C3 Achieve Top o C4 Achieve =
what customer needs anage Drug Providers & Mind with Positive Patient
must we serve?” Regulator Payors Doctors/ Key Outcomes
Relationships Reimbursemen: Opinion Leaders
Process
Tosatisfy Bring New Products to Market Improve Organizational Grow the Business
custamers, Excellence
shareholde B1-Optimize B2-Optimize B8-Grow Sal
s, in whi : B6 Ensure row Sales
el Discovery, PO, PI PIL.2, PII, Profitably
Regulatory
business & PIl.1 Launch € —
processes Compliance )
must we
excel?" B3-Ontimi B4 Accelerate B7-Increase a
e r’]’ '"'\‘/:.26 0 and Extend B5-Manage Promotional £
ENE SO ES &I Product Life Supply Effectiveness o
Quality Cycles £
el
3
People & Become Best Place to Work/ Leverage Technology —
Technolo
*To achieve 9y L1 Ensure L2 Improve L3-Have the IT1 Deploy
our goals, how Employee Leadership/ Right Skills at the Strategic
mustour Engagement Decision Making Right Time Technologies
organization
learn and
innovate?”

© Copyright 2011 www.paladinoassociates.com
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Pharmaceutical Level 1 Company Scorecard
Business Process Perspective
T
Objective | Objective Description | Measures | Freq | Owner | Reporter | Initiatives
Theme: Improve Organizational Effectiveness

B5 Manage “House of Operations” Service Levels - Order Fill Rate
Supply Manage capacity, inventory, (%)

and suppliers to provide high | OEE Indicator Rating all sites (%)

service levels to customers External Returns Rate (%)

Days Sales Inventory (DSI) #
B6 Ensure Ensure that all regulations Days outstanding open issues
Regulatory and standards are complied (from Audits)
Compliance | with Corporate Audit Results
Citations (#)
Theme: Grow the Business

B7Increase | Marketing provides strategic | Unitvolumes in First Six Months
Promotional | leadership and drives global of Launch
Effectiveness | brands. New productsales | New product acceptance rate with

in first six months is key lead key accounts

indicator of future revenue.
B8 Grow Deploy effective sales force | Field Selling Days (#)
Sales to expand prescriber, doctor | o4 Reps in Field above target (%)
Profitability | baseand formularieslisted | g5 Force Effectiveness Rating

in health plans all to @)

increase overall sales

1 profitably
© Copyright 2011 www.paladinoassociates.com Associates, LLC -

Class Discussion

Exercise: Review Strategy Maps

» What are strategic themes?

» What are some key design considerations for your

Financial Perspective?

» What are the three most commonly used strategic

customer value propositions?

» How should you organize your process perspective?

38
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IR

Key Concepts:
Measure Dictionary

INTERNATIONAL

Defines Objectives, Measure Definitions, Measure Owners,

Southpointe
. . . Service Partner | Suggested Area
Objective Measure Calculation Reports Report Links Subject Matter Ownership
Expert (SME)
(Tower Revenue + Service
Revenue) -(Tower DTO + Tower | Web Reports; Blue " "
EBITDA Indirect + Service COS + Service |  Book; Twin PaL | ' nance Web Reports x VP Finance
Indirect + G&A)
Maximize ((Tower Revenue + Service
Shareholder Revenue) -(Tower DTO + Tower | Web Reports; Blue
Value EBITDA $ Per FTE | Indirect + Service COS + Service | Book; Twin P&L; FTE | Finance Web Reports JK VP Finance
Indirect + G&A)) + Total Employee Report
FTE
% Pure Towgr Gross | (Tower Revenue - Tower DTO) + | Web R‘epofls: Blue Finance Web Reports K VP Finance
Margin Tower Revenue Book; Twin P&L
39 Bob Paladino &
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S
Lead and Lag
Measure Focus

Crown Castle International
Measure Design is Critical 20-25 Measures

CorSiralogy.Scorocard (Praduction) ; Scarcards

:i&m‘; ;qu h@|? B
i—“‘..; - s 5-6 Lag, prior period
o results
- Crr >
Rocurig aveo Margrs | [ optirize copra |
1-4 Lag, but frequent
customer inputs
10-12 Lead, early
warning system
S
Wy Measures
= 5.6 Lead and Lag mix
My Shorteuds
shaping the wirsless world™
CHEBDOGMES B - o 2ite.. «[ ) Mo BBk 22
40 Bob Paladino &
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Key Concepts:
Types of Measures

» Lagging Measures or rear view mirror based measures are most prevalent

in the financial perspective. Free Cash Flow for instance records the history
of what took place last month, last quarter or last year.

» Leading measures are often referred to as “early warning” measures. For

instance, your front-log of orders could be a predictor of next quarter’s
results.

» Efficiency (Process) measures provide visibility into how well a given

process or set of processes is functioning. For instance, the order to cash
cycle time informs us on the revenue cycle. Process measures are closely

linked to quality efforts such as ISO, Baldridge or Six Sigma disciplines.

» Effectiveness (Output) Output measures compliment efficiency measures

and provide instruction on the quality of process outputs.

41 Bob Paladino &
© Copyright 2011 www.paladinoassociates.com Associates, LLC

Key Concepts:
Categories of Measures

» Absolute Percentages: Free cash flow % growth rate, repairs and maintenance %
reduction rates, customer % retention rate, or process sales % closure rate.

\4

Absolute Dollars: New product revenue, payroll expenses or ground lease expense.

\4

Ordinal Numbers: Sulfur Dioxide (SO2) or Nitrogen Dioxide (NO2) emissions in
thousands of tons.

Survey Ratings: Customer satisfaction on a seven point scale.
Time: Cycle time expressed in seconds, minutes, hours, days, weeks, etc
Ratios: Safety loss worker days per thousand hours worked.

Relative Indices: Change in our stock price versus change in the S&P 500 index.

vV V. V V VY

Indices: Composites of several dissimilar measures such as “system average
interruption duration index (SAIDI)” or “customer average interruption duration index”
(CAIDI).

\4

Rankings: Top 10 in size, assets, market capitalization, or customer satisfaction.

42 Bob Paladino &
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The Strategy Map, Balanced Scorecard and Bl Describe and
Enable Strategy Execution - Leading Indicators Provide Predictive

Strategic Theme: Product Development
Strategy Map (Objectives) Objective Description Measure Target Leading/Lagging
GTOWRZV*?'::G from + Annual Revenue +25% - Lagging
=z new products as an
g indication of the Growth .
é health of our * Percent 30% « Lagging
5 fevenue mix. Revenues from
New Products
S«a\lizfyfcustomerf « Customer 80% * Lagging
5 needs for state-of-art :
% capabilities to Retention
D improve customer
3 retention and 40% - Lagging
increase market
share Share of Account
2 Qccj'e;a[;e NQIW . « (P1.1) Product #1or#2in - Leading
O roduct Development : B
8 {0 bring new Functionality prodyct
a functionality to market ranklngs
%) B before the competition » (P1.2) Time to
o 3 )
> & Market 9 months - Leading
=| E
o
8_ Acquire, Develop « Specialized Skills 90% * Leading
" and Retain Strategic ilahili
ol Skills that enable Availability
o E’g strategic objectives . .
5| §32 * Succession Planning « Leading
o| 36 for High Potential 95%
L Employees

Bob Paladino &
© Copyright 2011 www.paladinoassociates.com Associates, LLC

Candidate “Time to Market” Leading Process Measures
Three categories

» 1. Product development success rates
« Ratio of products completing phases 1-3
— Ratio of products entering/completing phase 1 "design and develop product"
— Ratio of products entering/completing phase 2 “test market product”
— Ratio of products entering phase 3 “full commercialization”

» 2. Product development cycle times
« Cycle time (days) products going from phase 0 “product concept design” to completing phase 3 “full
commercialization”
— Cycle time (days) products going from phase 0 “product concept design” to completing phase 1 "design
and develop product”
— Cycle time (days) products going from phase 1 to completing phase 2 “test market product”
— Cycle time (days) products going from phase 2 to phase 3 “full commercialization”

» 3. Product development success rates on time
« Ratio of products completing phases 1-3 on time
— Ratio of products phase 0 “product concept design” to completing phase 1 "design and develop product"
on time
— Ratio of products going from phase 1 to completing phase 2 “test market product” on time
— Ratio of products going from phase 2 to phase 3 “full commercialization on time

44 Bob Paladino &
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SOUTHERN
Southern Gardens (Juice Processing) (]"\I{I)P:§S

Therms per ton, Declining Usage Year over Year
. _______________________________________________________________________________________|

M Year 4
OYear 3
@ Year 2
M Year1

E

=]

45 Bob Paladino &
© Copyright 2011 www.paladinoassociates.com Associates, LLC

. . SOUTHERN
Southern Gardens (Juice Processing) (]s\Rl)ENS

Juice Rework Reduction Year over Year
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mlJuice Rework as % o
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Exercise: Review BSC Measures

Class Discussion:
» Why publish a measure dictionary?

» Whatis a best practice number of measures to have on a
BSC?

» Why have both leading and lagging measures?
» Whatis the value of leading measures?

» What are the categories of measures, why use a mix?

) X
47 Bob Paladino & ’
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Key Concept:

Vertical (and horizontal) Cascading Focuses on One or More of the following methods

Crown Corporate Crown Country
Level 1 Level 2
“|dentical” Shared 2 P <
A replicated model
“Contributory” -
/ \
Translated Objectives L1 g

® “local” or Unique

Identical, Translated and IR ‘N
Specific Objectives L ®
D
Hybrid
Combination of above IR
| | /\ ;
- ——
. -
48 Bob Paladino & ’
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EP Scorecard
(Shared Strategic Agenda)

Pathways

Engineering Polymers

Engineering Polymers Complex Organization Makes Aligning UU p[]NT
Businesses, Regions, and Functions Critically Important

Support Units

OPS| IT [FIN [ HR |MKG| R&D

Mobil Cascading 7 Levels to Teams and Individuals

1. Operational Excellence XX XX
2. Supply Service/Order-Cash XX XX XX
3. Management of portfolio of xx | xx
products & applications
4. Customer Management XX | XX | XX [ XX [ XX
5. Systems Solution/ New XX xx| xx | xx | xx
Business Designs
EP Scorecard Functions, teams and
defines individuals develop
overall strategic scorecards consistent with
priorities SBU/BU strategies
49 Bob Paladino &
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=\

equipping our
i Measure progress of

Develop/implement

Coord.

Level1 Level 2 Level 3 Level 4 Level 5 Level 6 Level 7

Strategig o " ) i )

Themes Division VP-Order Manager of Facility Delivery Terminal Motor Vehicle

President Fulfillment | PlantOperation Manager Supervisor Coordinator Driver

Financial ROCE (%)

Reward our Cash Flow (S Inv. Value (SMV) Inventory Carrying Cost

sharenolders W integrated Cost (sMm)) [k LOB Integrated Costsw)j(Transformation Costsw|(Line 44/ CPG )|(Line 25cPe ) [CLine 2cPo )|CLine 24cPe )
by providing a § ™ jnegrated Income ($MM) J| Net Integrated Formulation Giveaway $M | Backhaul $ Unavailable Hours « Idle Time

e Backhauls Savings + Outof Route Mies
exceeds our + Mies per Gallon

peers.
Customer || Market Share- Finished

Provide value. liCPercent Perfect Orders) [ Percent Perfect Orders ) [CPercent Perfect Orders) |(Percent Perfect Orders ) [(% On-Time Delivery ) [(%0n-Time Delivery ) |(%On-Time Delivery )
added busines®  Distributor Survey Distributor Survey Service Failures of Strategi + Empty Drums Returned | + Returns Drums
solutions to oull D Product Lines Develop Market Info Survey

customers andll ¢ iomer Survey Customer Survey « Customer Assessment
channel

partners
Internal ) [ safetyindex ) |Csafetyindex )| parw - Motor Vehicle Acciden)y Complete Environmental | Accurate Reporting
Develop Index Index o )| DAFW Self Audit Repts . 731, 601, 727
market focused - Continuous Improvement [l Develop/implement Complexity Index « Hits « NOV . SafetyMeetings + LOG Book Violations|
;’cﬂ;fng':s and ' Cost Reduction (M) Standard Offering « Off- Spec Receipts Complete « Completed
operationally | Develop/mplement Capidl Asset Uriization « Transfers to Move Exces: + 9% Attendance Safety [|\:_Market Surve:
excellent Plan Refinery Capacity (%) Base Stock Meeting

Network vs. Optimum (96)
Inventory Accuracy Inventory Accuracy

L&G Employee D Employee D I Employee D Employee D Employee D

Create a high Plans Completed (%) Plans Completed (%) J Plans Completed (%) /\_Plans Completed (%) Plans Completed (%) Vacation Relief- Shitt Coordf” Develop Personal Imp.
performance Attendance Develop Plan Climate + Employees Trained SO |(Training on CCE )|\ _Pan

Develop/ implement / Survey 9000 Certfication Vacation Relief- Term.

peaple to
succeed. Change Program Marketing Comp. Plan
Product Mgt. Comp. Plan
Distrib/Logistics Comp.
Plan
_
SBU Scorecard 50 Bob Paladino &
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6 Level Cascade
Brewing Company- Corporate Strategy Map Objectives

Cascaded Six Levels Deep

Level 1 Corporate Strategic
Themes

Level 2 Corporate Strategic
Objectives

Level 3 Supply Chain Summary Objectives
and Measures

=

Level 4 Supply Chain —Four Value
#jhain Components

Supply Chain Balanced Scorecard Architecture

Levels 5-6 Supply Chain —
Brewing & Packing
Operations (1 value chain
component)

51 Bob Paladino &
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Financial

Internal

Learning & Growth

Corporate Strategic - Themes L1 Brewery

“Dominant Brewer” “MostRespected Company” ]

Maximize Shareholder Value
mprove Financial
mprove asset 5 Performance
productivi
Improve efficiency
of costbase

ease
Brewco

volume and

Grow lifetime consumer
profitability and loyal
Profitably Grow laintain/bullc

Brewco Channels partnership with

Create a Regulatory \

ance e o
consumer

Achieve Supply Chain Build the Brewco Brand and
Excellence Trademark
The Brewco Brands and

Trademark will enhance the
consumer experience. We will :

Our Supply Chain will drive
to satisfy Brewco consumer
and contract requirements
and quality standards.

* Understand the market
segments and target their wants
and needs

*+ Match the brand and product

+ Drive Unnecessary costs
out of the system

+ Focus on Quality and

Service portfolio to match segment needs
« Build value-added supplier while driving quality of share
relationships

+ Focusing our message and our
management to build long-term,
Brewco-owned brand equity

« Through execution of an
integrated manufacturing
strategy

- -

Grow Customer/

Consumer Intimacy Environment Favorable to

Brewco

Customer and consumer loyalty
to Brewco will continue to grow
as we integrate a consumer
focus in all that we do.

We will manage and shape
the the industry regulatory
environment such that the
industry continues to
expand and the Brewco

We will profitably manage position remains favorable

channels through strategic
partnerships and by being the
preferred distributor

*Our 1:1 relationships with
targeted consumers and key
influencers will ensure our
continued ability to grow the
Brewco franchise to everyone’s
advantage

- -

We will build and i yimprovethe

needed for awinning cultureto grow and thrive. We will focus on:
Driving performance through leadership excellence
*Building and applying expertknowledge of our consumers and our business

1tsystem and supporting infrastructure

o i focused skills and

inBrewco’s people

© Copyright 2011 www.paladinoassociates.com
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Financial

Customer

Internal

Learning & Growth

Strategy Map Objectives L2 Brewery

“Dominant Brewer” Maximize Shareholder Value “MostRespected Company” |

Achieve s —wenifacuea Build the Brewco ClowcUsome RcreT;Ie R
Supp delver the right Brand and t T
ntimac)
Chain quanzI;;E nEme & Trademark v Favorable to

total system

Improve Financial
Performance

Improve asset
productivity
Improve efficiency
of costbase

Increase Brewco
volume

Improve quality of
share

TOW INdUSTy
volume and
rofitabil

Enhance the total
consumer experience

Grow lifetime consumer
proftability and loyalty

Maintain/build
partnership with
stakeholders

Proftably Grow Brewco
Channels

Brewco volume
Brewco wth

‘Communicate Provide value-added

Achiewe
preferred
distributor status

- Op efficiently and events, promotions and aintain distributiond

Planning effoctively senices efficiently and isibiy in remaining Protect M&S E—

(balance ciively annels. fights & freedoms

gt regulatory
Beverop The brand/protius burden
portfolio o match current

ey and Sec
current and high

and emerging consumer
£ potential customers,

Retain industry
pillars

Achiewe BR
Enhancements to

Buid 1:1 relationships
with targete

DMelop a
contingency
plan

G el 7. Develop consumers and key 0
inecgate i e addey influencers posive purchase
e ot g:(u‘gg‘;:p Analyze channels
Qg Stakeholder Contact Program

eniyand argetigh
potenial consumer
Segments Government Contact Program

Understand and meet
consumers, customers, and
contract customers quality and

service requirements

Understand and track a
relevant social and regulatory
sues on an interational ba

- E 3

L3 Brewery
Supply Chain Theme - Detail View

Linkage Diagram Strategic Objective(s) Draft Measures Target Supporting Initiatives
1. Manufacture and deliver QO % in stockatall BRI's Q Margin Enhancement Project
the right quantity, ime & | Q % perfectorders (quantity, - Reassess/realign sourcing
place on-time) - Rationalize the brand/SKU portfolio
Achieve s wmimsiemmd.. | T T T T T T oot oooooooo oo ooy - Align distribution to BRI demands
2. Optimize Planning g :%;emseaz:(?cgglzzzy&gdex 0 Setup service level agreements and
(balance priorities) tweekly metrics between logistics and
revisions -
2 TMZEl. e o e e e e e e manufacturing, and across
Planning " manufacturing functions
3. Reduce total system costs| 1 Total delivered cost 9
pague (distribution, manufacturing, Q Develop and implement packaging
T materials) vs. standard quality metrics

totalsystem == == Quality ) ] QReduce beerhold/beerdump
costs

4. Executeto plan QO Actualvs. plan Q Rationalize and prioritize

a7 i -—- manufacturing and distribution
6-AGN . _ [l P
‘NENWKE‘E ,,‘”m JBIUD:;’;';;% 5. Bea Quality Brewer a I(:aial quality index (TQI=P initiatives to the six national themes
Ea supplier Q) Q Align efforts to National efforts
elationships
alze -- focus on glass and cartons to avoid
problems encountered lastsummer
Understand and ey 6. Alignand integrate with Q Strategy development Q Institute the business charter of the
consumers, customers, and National manufacturing (progress vs. plan) National Ops Councilto establish
contract customers quality and strategy consumer relevant quality factors and

service requirements

== metrics
7. Develop value-added Q Service level metrics
supplier relationships (Supplier customer service)
8. Understand and meet Q Customer complaints
consumers, customers, Q Consumer quality spec
and contract customers attainment
quality and service Q Customersatisfactionsurvey
requirements Q Contract customer
compliance
Q Contract customer
Bob Paladino &
© Copyright 2011 www.paladinoassociates.com Associates, LLC
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L4 Brewery
Supply Chain Balanced Scorecard Architecture

Improve Financial
Improve asset Performance
productivity

B
g Increase Brewco
s volume
8 Improve efficiency Improve quality of
i of costbase share
Growlietime consumer
. profiability and loyalty
]
£
2 Tisure all customer and Comply with intemal WMeet customer and WMeet cosumer and
2 consumer interactions “customer’ quality and consumer quality customer sence level
3 meet level 1 standards standards

1
I

i

! .

H Supplier
'

I

'

'

'

'

'
'
z Demand E Brewin
E Forecasting i ‘ ong Warehousing
and Production | Integration Packing and Delivery
Scheduling !
'
I

+ Consumer relevance (consumer-based quality standards)
+ Operator involvement, ownership, skills
« Learning to support service quality and costs

- <

Drive performance through
e sies Drive growth of a winning culture

Maintain strong

Ensure open union relationship

‘communication/
integration with MCL

communication/
integration with
&S (O

Learning & Growth

Bob Paladino &
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Supply Chain Strategic Linkage Model LS Brewery

Maximize Shareholder Value “MostRespected Company” |
Improve asset
productivity

“Dominant Brewer”

improve Financial
Performance

K
:
£ volume
8 Improve efficiency Improve quality of
T of cost base share
Grow lfetime consumer
_ profitabilty and loyally
£
S Tisure all customer and Comply with internal Meet customer and Weet cotsumer and
7] cconsumer interactions “customer” quality and cconsumer quality customer sence level
S meet level It standards standards

Forecast Demand and
Schedule Production
Chedule (0 T

balanced portiolio
and supply chain
ficienc

Supplier Integration

Increase manufacturing
efficiency & effectiveness

o,

Manage supplier
networks to lower
system costs

mprove system
efficiency and
effectjveness

Maintain health,
enivo
standards

feet mfg. quality
‘standards and
specs

Manage the supplier

network to achieve our

quality and senice
standards

nsure compliance
with contract
brewing agreemer

Match product
avlability to

Build flxible geographic:
g Buld supplier brewing & packing consumer demand
3] Accurately relationships to create capability

- forecast sales

Build capital plan to
dive high-return
improvements

Reduce
transportation
network

complexit

Optimize labor mix
‘and contracts

-

+ Consumer relevance (consumer-based quality standards)
« Operator involvement, ownership, skills
« Learning to support service quality and costs

Tisure open

communication/

integration with
MES (Q

Maintain strong

Ensure open union relationship

communication/
integration with MCL

,,,,,,, . R COREEE !

Drive performance through Strategicaly develop employee
leadership excellence Drive growth of awinning Gulire; skills and capabilties

&
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L6 Brewery
Brewing and Packing

Linkage Diagram Strategic Objective(s) Measures Target Supporting Initiatives

1 Increase manufacturing + Overal cost to standard
efficiency & effectiveness

2. Meet manufacturing quality Dumps, holds, rework
and senvice standards and TQI, BQI, PQI
specifications + Customer complaints/complaint handiing

manufacturing
efficiency &
effectiveness.

3. Maintain health, safety and
environmental standards

Accident number, frequency, severity
$ cost of safety
Environmental Audit

4. Brew & pack to plan SKU attainment (Order Fill Rate)

health, safety, Quality (see objective 2)
andenivio i

4. Brew and
packo plan

ime
Productivity (man hours/hi)
Changeover efficiency
SLA Attainment

eet My

" quality
standards
d spec:

5. Achieve operational reliability PM's, backlog, cycletime

PM compliance

Equipment reliability

Planned/unplanned maintenance
Mechanical downtime vs operational
Atributed $ cost of unreliability
Attributed $ cost of unplanned downtime

6. Build flexible brewing and
packing capability

Ideal vs actual SKU spiit
Cycletime (brewing, packaging)
Capacity (brewing, packaging)
Changeover cost

Brewing time/day

‘plan to drive
high-return

7. Build capital plans to drive

Capital plan (yes/no)

8. Optimize labor high-return improvements « Actual vs. plan
mixand contracts
8. Optimize labor mix and + Absenteeism
contracts - #of accidents, severity
+ Labor costs
« Temp/Perm ratio
+ Labor contracts
Bob Paladino &
© Copyright 2011 www.paladinoassociates.com Associates, LLC

CPG Company Supply Chain Strategy Map

Replenish
DCs

F3[1.4] Improve cost
position through next-gen
ostimprovement effol

F4 Improve
quality of share

Financial

C1 Grow lifetime
consumer profitability
and loyalty

3[4.3] ID Key
customers &

determine
ollaboratior

C2[1.1] Customer
senvice performance
matches top-tier
competitors

5[1.28] Be viewed b
customer as delivering
innovative new
capabilities

C4[1.2A] Be viewed
by customer as easy
to do business with

Customer

14[4.1] ID Key suppliers

der
fulfillment and
collaboration
processes

111[2.2] Improve:
replenishment process
to be world class

1.3] Support groi
agenda through increased

1
demand sensing & supply collaboration (Goods)
sponsiveness.

15[4.2] ID Key suppliers
e

12[2.1] Improve
supply and demand
planning

13[5.1] Develop sound
risk management
methodology

collaboration (Services)

5] Maintain worTd
class quality and
compliance

Internal

16[2.4] Improve
procurement process to
be world class

2] Desty
network to support
growth and

ot e
common system tool
in place & used

Dgap Tu
resources vs.
competency

'
Diive performance arEgicaly develop '
through L6 Drive growth of a winning culture employee skills and '

e > apailitie '
'

L1[6.1] Review’
org structure to
upport growt

12[6.2] Defined
SC competency
roles

4[6.4] Complete
and execute org
plan

Learning & Growth
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CPG Company
Linking SCM Strategic Objective to Balanced Scorecard Measures

Objective I-10 Improve Order Fulfillment and Collaboration Process

fuffillment and
collaboration
processes

111[2.2] Improve
replenishment process
to be world class

Implement/Improve
PLM/Commercializatio

On-time deliveryishi
Case fill rate (to DCs)
Invoice accuracy
Distribution costs

Trade Promotion Management effectiveness

110- Improve order fulfillment
and collaboration processes

59 Bob Paladino &
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Crown Castle - Strategic Service Partner BSC Supports Overall
Company Strategy

Engineering: Structurals Cycle Time

-
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Exercise: Vertical and Horizontal Alignment

Class Discussion:

» What are the three types of cascaded objectives? Why?

» Whatis vertical versus horizontal alignment?

» Whatis the value of a vertical BSC hierarchy?

» Whatis meant by “line of sight” in BSC terms?

» How do support function objectives align with Corporate
objectives?

» Whatis the “hidden value” of support functions?

. -
61 Bob Paladino & ’
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Oncethe BSC is Fully Developed, Meeting Content is More
Strategic and Solutions Oriented

The BSC opens the door to a new strategy review process — the “Strategy Focused Meeting.”

What it is not What it is
The Traditional The Strategy-
Executive Focused Meeting

Management Meeting Before the meeting...

Review « Provide input to strategic issues
Strategic Issues ' __currently being worked___________ Review
(10%) X Strategic
+ Dialog about performance Issues
X — explain anomalies s (60%)
Discuss — suggest solutions %
Implications — identify issues
(20%)
« Identify strategic issues for
discussion at next group meeting N
Discuss
Y Implications
Review * Review performance data (30%)
EETERGE (available on-line)
(70%) Review Performance
(10%)
. -
62 Bob Paladino & ’
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Cascaded Benchmarking Comparative Charts Used to Run
Strategy Focused Management Meetings
 Corstrategy Scorecard (Production) : Scorecards =10 x|
Fle Edt Vew Hep
coEpaninel?
Bepor 3|RECED|IVENE
Man
Wy Scorecarts Great Lakes Area Monthly Operational Measurements
W Otecies
= Operational Measues IG'::""I Cleveland | Chicsgo | ndianapolis | Pasbugh | S Lous
Note Vertical W/J__._J_/'
Management: Ll /(/
Measure design /
allows for — . . . O O O
benchmark S| [Fout wPAS [ ] ® ® @ ® e
comparisons - The Sie Readiness @ O & O O () Note
Chicago office is Roired Qualy bpacions 0 O ] 0 @ 0 Horizontal
. Management: A
e e |80 |88
; underperformance
S (| | 00 (6 060 or Issue impacting
RPN | (1o oot Comioee e 0  0O|0 (00 all geographies
PSP | |Fist Call Success Rase ([ ] [ ] @ @] L @ based on
= I | s o e e 9} @ O @ 9) 0 comparative
= Opnoaiuess e b 9 8 ® 8 (0] 0 measure design
:th:i Snefing Book oTaes O O O O
[ == | @0 |0 0|00
r Francial Messures i§ Untecogrized Jobs Opened > 270| . . O . . '
7 CustomerMeasrosiill 2]
i,:i;”ﬁi =g 9 | @ ol e 0 0
[ |
e gkt Wrdow.
Asn| | A € 51| Trow-moustosion | Spscrus | Excormategsorecadn. [+ corstrategyScocecar. | SEEBoL 216
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CRQlfVN
BSC Results are Evaluated for “Type” of Corrective Action CASILE

INTERNATIONAL

Quad Six Sigma/ 9
Step Model
@] 10

Quick
Wins

Level of Impact

Level of Difficult/Complexity
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In Principle 3, if a Scorecard Measure is Red or Underperforming, Award
Winners Used Principle 4 Tools to Improve Performance

CRO]/AL/IEV

Fhe Principle 2. Refresh &
P 4
w Communicate Strategy CAS
Pl
v : Strategic Plans

Strategy Map

Budgets

arther with Board,
Executive Team & CFO

Principle 3: Cascade
and M: Strategy

Principle 5: Manage &
Leverage Knowledge

Principle 1.
Establish & Deploy

Balanced Socorecard
Organizational

Best Practices,

Knowledge Alignment,
Management Corporate Personal Rewart
Performance
Management (CPM) /  FemurviSuecitve n
Office & Officer n
[ ]
EEEN ]

EEEN
Principle 4: Improve
Performance

LS LLL L L L] II.“

Customer Programs
Process Improvement
{Six Sigma, Lean)

artner with Marketing, Sales
& Quality

65 Bob Paladino &
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Crown Strategy Map Displays Results Using Exception m %&Qﬂ/’g}
Based Management (from your budget targets) INTERNATIONAL

~» CorStrategy.Scorecard (Production) : Scorecards
File Edit “iew Help
amliomee
B« ootz » |modf <[] & v v
Main
ity Scorecards

My Obje ctives

My Measures
F——— Revenue Growin Sirategy
My Tasks
My Red Measures

My Shorteuts

Projects Have
=% BeenRed for
Several Months,
You Click to Drill
Down

Common Shorteuts

L05--Promote Carser Davalopment
Manggement System

LO6--Provide High Systems Avalabilty -

shaping the wireloss world™

Hstart||| @ 11 D CEAREO I (] | Ggs. | @1e. | @ | @5 £1c [ e SEJ0QO aisem
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opote | ‘Five Key Principles” Translates into Integrated Curriculums
nlmgem“{”""""”ﬁ What Will you Learn? w

» Principle 3: Cascade & Manage Strategy (three integrated courses)
* Course 3.1 Build a Strategy Map and Balanced Scorecard (2 days)

« Key concepts in team building and facilitation (step by step exercise) )
* Understand Change management key concepts (step by step exercise) SNII'EHHD
« Key Concepts Strategy Maps and Balanced Scorecard (step by step exercise) Robert S Kaplan
+ Key Concepts in Measures (step by step exercise) Bavid 1: Norton

« Building an Effective Team (step by step exercise)
« Inventory and Prioritize Initiatives (step by step exercise)
« Build your first report
* Course 3.2 Cascade and Align Balanced Scorecards (2 days) Tobert§ Faplan
« Key Vertical and Horizontal Alignment Concepts (step by step exercise) JATATEND N
« Key Alignment with Support Services
« Understand Communications Plans (step by step exercise)
« Cascade Organizational Scorecards to Personal Scorecards
« Link Personal Scorecards to Compensation (step by step exercise) ORGANIZATION
* Course 3.3 Manage Strategically with Balanced Scorecards (2 days) RSN
« Define Office Strategy Management
* Review BSC Reporting Systems and Reports
* Understand SFO Review Meetings (step by step exercise)
« Link Planning & Budgeting, Initiative Mgt (step by step exercise)
« Link Process Improvement and Balanced Scorecard (step by step exercise)
* Review Knowledge Management concept and examples

Detail course agendas available upon request. Curriculums regularly enhanced with executive participant suggestions

67 Bob Paladino &
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A Model for Rolling out Integrated CPM Masters Executive Education Curriculums— ;%gé:.ii,,h
12 Two-Day Hands on Classes Cascaded Through Your Organization
“Implementing for Results”

Integrated CPM Executive Education Plan by Month

Principle, Course No., Name 1 2 3 4 5 6 7 819 10 11 12 131 14|15 16 | 17 18

1.1 Establish CPM Office 2

4.2 Improve Using Six Sigma 1 1 R o

4.2 Improve Using Six Sigma 2 1 o 2
4.3 Improve using 9 Step Model 1 1 2 2

4.4 Improve Using 9 Step Model 2 1 2 2
4.5 Improve Customer Focus 2 2 2

5.1 Leverage Knowledge 2 2

1. Companies start with either Six Sigma or 9 Step Model; 9 step users may later elect to adopt six sigma (1a)

2. Courses are taken by current and/or new participants for each principles (e.g., rolling out improvement teams Principle 4); the calendar above may vary
by organization
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Exercise: Managing Using the Balanced Scorecard

e —————————
Class Discussion:

» How are BSC meetings different from traditional operating reviews?
> How is the BSC used to benchmark? What are normative measures?
» Describe how the BSC is used with Six Sigma?

» Whatis the value of using both methods together versus separately?
» How does the BSC fitinto an overall CPM framework at award winning
companies?
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Contact: Bob Paladino
Office 412-833-9317, Fax 412-220-2454
bobpaladino@paladinoassociates.com
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