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Strategy execution is a struggle

-~

Only 9%) of managers say they can rely
on colleagues in other functions and
units all the time, and just half say they can
rely on them most of the time

30%) cite failure to coordinate across
units, making that a close second to failure

of large enterprises to align (40%)
struggle to implement

strategies One-third o managers cite

difficulties adapting to changing market
circumstances

o

Source: Why Strategy Execution Unravels—and What to Do About It, by Donald Sull, Rebecca Homkes, and Charles Sull, March 2015, Harvard Business Review
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Yet finance must address critical gaps

F

Importance

Importance vs. Performance Gap for finance activities

Drive
enterprise
cost reduction

Provipe inputs into
enterprise strategy

@ Measure / monitor
business performance

Optimize planning,
budgeting and forecasting

e 2
Develop talent in the
Finance organization

Critical gaps
to close

Support / manage /
mitigate enterprise risk

Strengthen
@ compliance programs /
internal controls

Manage investor /
stakeholder relations

Drive integration of
information across

@ Execute continuous
Finance process
improvement

the enterprise

Process transactions

Performance Gap (Importance—Effectiveness)

Source: IBM Institute for Business Value, The Global C-suite Study 2014

3

© 2015 IBM Corporation



IBM Finance Forum 2015

Business foresight. Future ready.

For 55% of companies, their budget assumptions are useless by 2™
quarter in the new year.

At what point in the year do the assumptions used become so materially different that the budget loses iis

usefulness?
Tipping Point for Assumptions
35% )
ZS.EIT./
30%
25% 73.7%
20%
17.1%
15% A
10%
5L -
0% Y
Mever —remains Before theyear  1to 3 months 3 to & months bto 9months 9 to 12 months
useful all year begins after start of new from start of new from start of new from start of new
fiscal year fiscal year fiscal year fiscal year
N=322

Source: APQC Planning and Forecasting Research
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..Business as usual is not an option

Human
Resources
Logistics

CZ @organlzatlons need to 'JI:V&
reconsider the scope of -

- strategic CPM processes “3
and re-evaluate the use
~ of current tools and

technologies

Customer
Service

Finance

Sales

Marketing

Best in Class Organizations go ‘Beyond Budgeting’ by implementing
Strategic Performance Management Systems that Deliver Integrated
Financial Planning

Strategic CPM as a Driver for Organizational Performance Management, Gartner, 10 January 2014 ©?2°'® 8M Gorporation
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The three analytic imperatives for strategic performance management

1

Empower
every
person

Increase

business
agility

No one of us is as smart Ending business surprises begins Cloud blows up
as all of us...all the time with knowing the present and assumptions about speed,
making decision under scale, and complexity

uncertainty and constraints
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Three imperatives for improving management outcomes

Decrease effort Increase focus

New business
modeling

Profitability
and pricing

1 Span The Enterprise

Performance
scorecarding

Error
checking

Data
collection

Process
monitoring

3 The Power of Predictive

Increase in value from analytic initiatives

® >
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1 - Span finance & operations to align operational plans with
business objectives

Establish one comprehensive, analytic strategic
performance management platform

Strategy and activity-aligned organization

» Campaign » Sales dashboards » Operational KPIs » Workforce KPIs » Enterprise
scorecards - Sales forecasts - Strategy and « Headcount scorecards

« Promotion plans « Incentive operations plans plans » Strategic

- Customer and compensation - Capacity and « Salary and financial plans
product « Quota plans inventory plans compensation + Profit and loss
profitability . Tenifoiies * Product allocation ~ « Staffing plans « Balance sheets

* Revenue plans « Sales channels - New products « Training and « Cash flow

development

g‘ﬁ @ ” 0 (
iy Wdne HF M
‘ Marketing 'Sales Operations ‘HR ‘ Finance
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2 - Transform the system of engagement

 Model chanaing business

Engage all
the right
people

when
needed

9

Transform the
system of
engagement
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3 - Infuse scenario and predictive intelligence

Infuse scenario
and predictive
intelligence

* Model multi-dimensional
operational and financial business
structures

* Integrate predictive models for
statistical impact - examples

- |3 | e
101010 —|.# o = NN
010101 ‘I{ ‘ﬁl“l““l s

« Customers most likely to buy
specific products or services Gonsumer data

« Customer most likely to turn to
a competitor

« Employees most likely to Ty oy analyaie o
succeed retention,

performance
and patterns

* Incorporate predictive outputs into

scenario models and plans Likelihood of churn

Social media Future lifetime value
history . .
Credit worthiness
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Driving a Future Ready Enterprise with Strategic Performance
Management — IBM’s Integrated Financial Planning

collaboration

Y © Vo

Strategic
Performance
Managemen

i

12

Spread
/ sheets \
Low ERP

Your current state systems
help assemble a static view of
your business prospectus. s it
detailed enough? Is it
connected to operating plans?
Is it flexible?

Advance business steering to
dramatically improve foresight
and thereby reduce the time it
takes to align resources and
capabilities with new conditions.
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Many companies use ERP systems and spreadsheets for core-
Finance processes like budgeting, forecasting, etc.

Tomorrow’s Direction

Todays Challenges

* Difficult to model

* Budgets don’t adjust to changing
conditions

* Data not Aggregated

e \ersion control

* Operational plans are out of
alignment with financial goals

Embedded analytics
Incorporating in Predictive
Modeling

Real time response rates
Operational plans tie directly to
Strategic/Corporate goals
Flexible business models

With average returns on analytics investments of 968%, organizations at the strategic level achieve
higher returns as a result of more pervasive use of analytics....* Research Note: The Stages of an Analytic

Enterprise — March 2012

Top Performers were twice as likely to outperform their net industry averages when compared to the

rest of the study peer group. *Hackett Group

CPM is trending toward improving visibility, strategic decision-making, and productivity across the
whole enterprise. — Nucleus Research *Research Notes: Technology Value Matrix 2H 2014 CPM
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Transform the way you work - Anytime, Anywhere

Built-in Collaboration and w
Guided Process Lists
Scorecarding

Real time analytics
Integrated Narrative reporting 1 11?M 552';;'“
Mobile, Excel, Web, and R —
Desktop user interfaces |?a% s 28% aAn 32%

Ax T1K \ AT

~

Conversations 1

| = salesexpense @

"W Cathy Sinkevich 20 mnsage
~48 | think this will do more harm than

good. VWe've had a lot of changes
and need time together to educate.
#2014plan #salesexpense

& Andrew Wilson 1 hour ago
% Hi Team, I'd like to suggest we

postpone sales training until next
quarter to help cut costs. What do
you Think? #2014plan #salesexpense

Postpone sales training until @17 5votes

Our place or
yours?

Yes
E——

Daniel Rodrigue 0 mins ago
I've updated our #newmarket

* estimates and #exchangerate
projections. Please let me know if
you want to discuss any of my
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Feature Overview — IBM Planning within Excel

-
 Crosstab Creation . - Type-in or . . “Formula Free” direct\
- Dimensional Analysis Copy/Paste access
« Ad-hoc quick analysis * Excel Formulas * Multiple views per
 Spreading (Break sheet over multiple
back) models
 Natural Excel
environment

Explorations A
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Mueller, Inc. uses advanced business analytics to transform its
business model, becoming an information-driven enterprise

17

113% return on
investment

through use of business analytics

in scrap metal manufacturing waste

20% return on assets

resulting from rapid identification and
tracking of business process
improvements

Business challenge: A shift in business strategy from manufacturing to retall
drove a comprehensive cultural transformation within U.S. manufacturer
Mueller Inc. The company needed to analyze its business processes and
performance to assess how well employees were adapting to its new business
strategy.

The smarter solution: Mueller implemented business analytics technology
that enables company employees to view and analyze company data in near-
real time, empowering workers to measure individual performance and assess
how their work affects the bottom line.

“We can show sales teams exactly how they are contributing to the business
and explain what they need to do to improve their metrics...a much more
effective way of driving the changes in behavior that are vital for business
transformation.”

—NMark Lack, manager of strategy analytics and business intelligence
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IBM Performance Management journey
A partner in your performance management maturity

Structure , streamline and
automate

anning, budgeting and forecasting

an|

= Narrative report production
management — internal, external,
disclosures

Drive efficiency, reduce manual
processes, reduce risk

Collaborate, i Elevate with . Strategy-aligned agile
Integrate and i Predictive, & . organization
Accelerate i Analytic innovation |

customer
profitability

external indicators
= Rolling forecasts

= Fast close
Steer
continuously
Deliver
foresight

Link operational
cause and financial
effect

18
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Strategy execution is a struggle

-~

Only 9%) of managers say they can rely
on colleagues in other functions and
units all the time, and just half say they can
rely on them most of the time

30%) cite failure to coordinate across
units, making that a close second to failure

of large enterprises to align (40%)
struggle to implement

strategies One-third o managers cite

difficulties adapting to changing market
circumstances

o

Source: Why Strategy Execution Unravels—and What to Do About It, by Donald Sull, Rebecca Homkes, and Charles Sull, March 2015, Harvard Business Review
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Trademarks and notes

IBM Corporation 2014
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