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Leading Austrian management consultant with more than
90 employees

Specialist for strategy, organisation and controlling

Consulting partner for domestic and international top
companies and organisations

Strong links to Central and Eastern Europe (CEE)

Implementation-oriented consulting approach through the
combination of expert consulting and change
management

Affiliated with the Austrian Controllers’ Institute (OCI) and
the Vienna University of Economics

Management Consulting that works!
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4. Programme Management with Ample Scope for Action

5. Strategy Implementation in the Ongoing Management Process

6. Conclusion
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Strategy Implementation - Facts & Figures

Empirical Studies on Strategy Implementation

““The percentage of companies that successfully implement
strategy is between 10 and 309%,. Raps (2004)

““Only 639, of enterprises manage to really utilise the potential of
their strategy.* Mankins/Steele (2005)

“719, of all companies state that the key tasks of implementation were defined
inadequately.* Al-Ghamdi (1998)

““A current study by The Economist says that 579%, of enterprises have not

successfully implemented their strategic initiatives in the past three years.‘
Allio (2005)

““Studies show that 709, of all strategies fail in
implementation.* Corboy/0’Corrbui (1999)
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Flaws in Strategy Implementation

Lack of commitment of top management

Unclear strategy and contradictory priorities

No balanced description of the strategy

Poor strategy communication

No breakdown of strategy into specific measures

Synchronisation deficits between divisions

Flawed strategy controlling

Inconsistent target agreement process

Typical Flaws in Strategy Implementation

Lacking fit between strategy, organisation and culture
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Communication and Commitment

A Communication starts already with the strategy development process.

A Achieving commitment to strategic change amongst the owners and the top
management is a basic requirement.

A Commitment is also required on all middle-management levels.
A Employees must be ‘fetched’ from where they are.

A The one-page-strategy provides an overview as well as the necessary
grounding.
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Efficient strategy communication is individually tailored to the various CO n't ra St
target groups within the company. ———————— MANAGEMENT - CONSULTING

Strategy Communication and Schedule - Example Ex.

strategy communication

Target group Type of communication Objective
Management board A Intensive workshops Multipliers
Core team A Intensive workshops Multipliers
Extended core team A Presentation/workshop Understanding
2 A Intensive/advanced workshops (according to target group) Acquiring
> Sales manager A Presentation/workshop .
> g A Intensive workshop
Team leader A Large-scale event Understanding
Emblovees A Meeting with team leaders and short presentation Knowin
pioy A Using existing media & adapting systems/structures owing
Works council A Meeting and large-scale event Understanding
Schedule of strategy communication
WS SM >
Intensive WS Core
(O] team/SM
< Pres >
P headqua;ters WS extended core teams >
>
Works council> 2 GGV team Ieaders> Meetings employees>
Using all media for continuous communication of vital content and directions )
January February March April May _
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Strategy and Operations: two parallel worlds

‘““Strategy World‘‘ and ‘‘Finance World‘‘ - Initial Situation and Challenge

A Inadequate quantification of strategic
objectives and strategies

A Focus of performance measurement
solely on operational financial
indicators (‘‘success symptoms’’)

A Often a lack of clear understanding
among market managers for value
and cost drivers

A Inadequate integration of market-
oriented and financial planning and
control systems

Inadequate specification of strategic
objectives and strategies

Inadequate coordination of measures
to optimise market performance and
financial performance

Integration

A Making specific and quantifying
strategic objectives and strategies

A Preparing the company for financial
performance objectives

Integration of market-oriented and
financial planning and control
systems

Expanding performance
measurements through strategic
control quantities
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The degree of financial penetration of strategic decisions is often too CO n't I'd St
small. —
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Objective I: Quantifying the Strategy

Operating level

A

Influence on

sustainable §t_rat_egic

financial positioning/

perfor- business model
mance

Business segment
strategies/functio
nal unit strategies

Current
Situation

t and degree of
Operation detail of the
quantification

Degree of financial
penetration
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The strategic and operative planning systems are often insufficiently CO n't I'd St
connected with each other. —

Objective ll: Integration of Strategy and Finance

MANAGEMENT - CONSULTING

Financial

= Conceptua Performance
o Vision Often unconnected co- Vision
+ | existence !
= o I Potential to increase valu
- vera (Value of capital & options)
N company strategy
'E # I * lanned contribution Planned contributipn
(T : _ In value of individual of value of
= usiness segment Functional transactions functional units
= strategies unit strategies v
O * * Inve?tment > Finanlcing structure
. v
¢Resource aIIocatlor Appropriation of value

= v
Use of existing resources (measures) Operating result Liquidity

Integration the strategic and

financial planning and control
pyramids
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Benchmarks are also used in the strategic area for the necessary
identification of improvement potentials.

Strategic Gap Analysis
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Strategic
R Rt performance Target
gap profitability
| (“‘over the
Current cycle®)
profitability
! | |
Causes for the Cost-side Revenue-side Other relevant
gap factors factors value drivers
Archetypical potential for increase < Benchmarking
! in result and value
Operative
fields for Q Structural
improvemgnt performance gap

Potential for increase in result and
value, based on current strategy

because of strategy

Conception and Practise of Performance Management, Dr. Rita Niedermayr 14



Programme Management fulfils the tasks of project controlling and creates CO n't ra St
a link to medium-term planning. > MANAGEMENT - CONSULTING

Programme Management for Closing the Gap

___________________________

CWEINITEA ¢ Additional
ap . potential

Strategic

performance Target

Measures &
projects

gap Profitability
(““over the Planned Additional
Current cycle‘’) profitability measures
profitability
2006 Planned year 2010
Programme Management
A Controlling project progress and the success Gap Gap
and impact of projects closed not closed
A Focus is NOT on single-project controlling but
an aggregated view of the project world Consistent
A Detailed overview for segments and implementation Developing
enterprises of planned additional
_ _ measures & measures &
A Aggregated view for reporting on a board level projects projects
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Integrated Control System
|

Strategic objectives incl. financial

Strategy targets

Establishing objectives per
business segment
(incl. financial targets)

Strategy details per
business segment

Framework
conditions

Specification of the content of
the strategy implementation
programme (projects, measures)

Financial specification

(potential to increase the result,
MIP)

Strategy
implementation

Programme Management and Programme Monitoring
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Control System - Details

contrast

MANAGEMENT - CONSULTING

E’Q

1.) System of strategic ratios

Key ratios (examples)

Profitability

Capacity utilisation

Profit before tax

Sales volume

[ S e D

Key ratios per (business) segment

SGF 1 SGF 2
Profitability Profitability
Cap. utilisation Units sold

2.) Monetary controlling

reports

- -

- .

3.) Programme Management (integrated measures/project controlling)
|
|

concepton and Fractise Or Fertorrmance vianagement, UTr. Rita NTeaerimayr -|-7



From Programme Management the parameters for MIP are determined and CO n'l: I'd St
thus the financial grounding of the strategy is safeguarded. T MAnserwenTrconsoie

From Programme Management to Medium-term Planning

Trr———— A Organisational units

= _j* A Types of costs and revenue

A Competition

Strategisches )

Ziel @
Strategische MaBnahmen | | /\/
e \/\/

und Projekte ’ ‘

P A vPa s v— Basis for medium-term planning
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Corporate Planning — Design Proposal
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analysis

Strategic and
financial gap

Measures to close the gap

Bundle of measures

v

Quantification
of the strategy

Project-oriented Medium-term planning

Target
character

of the strategy

year 1 year 2 year 3 year 4 year 5
A
“Logical“ &/
transfer Y Transfer of years 2 to 5
from year 1
A\ 4 A A A A
year 1 year 2 year 3 year 4 year 5

Budgeting

A Definition and quantification of
measures

A Commitment of the management

A Strategic planning with quantified
result (Integrated planning on a
high level of aggregation)

A Restricted depth of planning (no
detailed breakdown in the
operative units)

A Models can provide support

A Breakdown of strategic planning
to cost centre/type where
necessary

A Use of simplifying procedures
(e.g. inflating) where sensible
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Archetypical Planning Process
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MbO Performance
Contract

&

Strategic

planning D

A Strategic and financial gap
analysis

A Top-down oriented target
setting

A BSC as a bridge between
strategic planning and

MIP

‘““Project-oriented

. medium-term planning*‘

A Reduced requirements regarding
details and precision

A Planning simulations of running
business and development case

A (Target character for Budgeting)

MbO Management
Contract

Budgeting
(rollout of the 1st MIP

A Disconnected from
medium-term planning?

A In all areas?

Rolling Forecast

>

»
»
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Qualitative Improvement in Planning

Shifting the focus of planning work from
Budgeting towards strategy and MIP

Strategy Budgeting
Poss. Increase in Reduction in
The complexity complexity
of strategic in budgeting
planning/MIP
Improved controllability and Relieving top managements
commitment to strategy of unnecessary details

Significant potential for lowering planning
costs and management time involved

Conception and Practise of Performance Management, Dr. Rita Niedermayr 21



contrast

— > MANAGEMENT - CONSULTING

Agenda

1. Flaws in Strategy Implementation

2. Success Requirements: Commitment and Communication

3. Interconnectedness of Strategy and Finance

4. Programme Management with Ample Scope for Action

5. Strategy Implementation in the Ongoing Management Process

6. Conclusion

Conception and Practise of Performance Management, Dr. Rita Niedermayr 22



contrast

— > MANAGEMENT - CONSULTING

Strategy Implementation in the Management Process

Top-down target MIP Decision

Strategy Strategic <> decision MIP and

review pIannlng for MIP lanning
aggre {Manag.board) P

MIP NEW > gatmg><> (superv.board)

MIP / <>
Plan/Budgeting >

M :hl Meeti i |
(Plan,o(?:lrr)e,nt,elszlrlgcast) <> <> <> <> <> <>

Coordinating meeting : :
Strategy Implementation | N ‘ ’
| — | — ——r - | + ——t
02 03 04 05 06 07 08 09 10 11 12

Conception and Practise of Performance Management, Dr. Rita Niedermayr 23



contrast

— > MANAGEMENT - CONSULTING

Conclusion

1. A well thought-out and documented strategy is the requirement for
successful strategy implementation.

2. Communication and establishing commitment build on this and are the first
sep towards successful strategy implementation.

3. Linking the content and financial “worlds‘‘ is the key for reaching the
strategic financial goals.

4. The balance between tight implementation programme and discretionary
creative freedom enables the flexibility needed in the change process.

5. Focusing the management processes on strategy implementation reduces
complexity and guarantees success.
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The current Role of the CFO

Inwieweit stimmen Sie den folgenden Aussagen zur
gegenwartigen Rolle des CFO im Strategieprozess zu?

Der CFO unterstitzt die Strategieentwicklung indem er —“ 19% l
die finanzwirtschaftlichen Informationen bereitstellt 0
Der CFO st fur die finanzielle Fundierung und

Quantifizierung der Unternehmensstrategie 19% 6%-

verantwortlich

Der CFO nimmt die Rolle eines kritischen Prifers der

Plausibilitdt und Realisierbarkeit der 38% .

Unternehmensstrategie wahr

Der CFO bestimmt die Inhalte.der 43% 36% -
Unternehmensstrategie mit

Der CFO treibt die Umsetzung der

Unternehmensstrategie voran und stellt ihre finanzielle 33% -
Zielerreichung sicher

B stimme voll zu O stimme eher zu Ok.A. B stimme eher nicht zu B stimme nicht zu
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The future Role of the CFO
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Inwieweit stimmen Sie den folgenden Aussagen zur
zuklnftigen, idealen Rolle des CFO im Strategieprozess zu?

Der CFO unterstiutzt die Strategieentwicklung indem er
die finanzwirtschaftlichen Informationen bereitstellt

Der CFO ist fur die finanzielle Fundierung und
Quantifizierung der Unternehmensstrategie
verantwortlich

Der CFO nimmt die Rolle eines kritischen Prlifers der
Plausibilitat und Realisierbarkeit der
Unternehmensstrategie wahr

Der CFO bestimmt die Inhalte der
Unternehmensstrategie mit

Der CFO treibt die Umsetzung der
Unternehmensstrategie voran und stellt ihre finanzielle
Zielerreichung sicher

B stimme voll zu O stimme eher zu

]

8%.

19%

w1

[

=

B stimme eher nicht zu B stimme nicht zu
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