IBM Finance Forum 2014

Business foresight. Future ready.

Fad or the Future?
Beyond Performance Management

© 2018 IBM Corporation



IBM Finance Forum 2015

Business foresight. Future ready.

Steve Player

Steve Player serves as the program director for the Beyond Budgeting
Round Table (BBRT) in North America and works with BBRT member
companies to implement continuous planning processes.

He has more than 30 years’ experience with improving performance
management and implementing strategic planning processes. He is
also the managing director of Beyond EPS Advisors, a business
consulting firm, and founder of the Activity-Based Management
Advanced Implementation Group (ABM SMART).

He is the coauthor of Future Ready: How to Master Business
Forecasting and Beyond Performance Management as well as five
other books. He writes the blog “The Finance Transformation” for
Business Finance Magazine, which features CFO interviews from
leading organizations on innovative finance and planning processes.
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A subset of Value Integrators are emerging as Performance
Accelerators

Performance
Accelerator

, Comparison of average ranking
High on measures of profit and
L revenue
Finance
Efficiency 70% more
Value Integrator * ...than the remaining Value
Integrators
High
Business Insight
*Value Integrators are 30% and Performance Accelerators Sounce: Question E4—How do=s the revenus growth of your enterprise compare
are 7% of the overall CFO population interviewed. 10 yOUF INQUSLTY [2&78 DWer e past 3 years?, Question ES—How 002 your

enterprise's profadlity compare to your indusiry peers over the past 3 years?
Fource: "CFO Insights from the Global C-Zuite Study”, IBM Insttute Tor Business Valws, 2014
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It is getting increasingly difficult to tell!
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A historical perspective
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A historical perspective

Summa de arithmetica,
geometria, proportioni et
proportionalita
Luca Pacioli 1494
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The context
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The Second Revolution...costing

The need
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The enablers...communication technology
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The third revolution: “managing performance”
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The enablers
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The end of an era?
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Beyond ‘Performance Management
Between a rock and a hard place: Globalisation is a game changer
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Beyond Performance Management - enablers
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Beyond Performance Management Themes
1. Breaking the Time Barrier

Mercantile Age

Industrial Age

Information Age

Trend Analysis
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1. Breaking the Time Barrier — Example
Statoil

“At Statoil, we have eliminated the calendar as
a key part of the management process. We are
now event drive, not calendar driven”

Bjarte Bogsnes
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Unlocking the Performance Potential

Bjarte Bogsnes

Foreword by Robert 5. Kaplan
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1. Key Enabler - Data Visualisation

18

Turnover Profit

Forecast | Actual | Variance BE Actual | Variance
Jan-12 41.20 39.10 2.10 10.46 9.54 0.92
Feb-12 38.00 33.30 4.70 4.29 4.14 0.15
Mar-12 31.10 28.70 2.40 1.10 |- 0.49 1.58
Apr-12 34.30 35.80 |- 1.50 0.17 1.83 |- 1.66
May-12 71.30 65.40 5.90 8.36 9.12 |- 0.77
Jun-12 68.10 63.50 4.60 9.90 8.68 1.22
Jul-12 81.00 82.70 |- 1.70 14.33 18.05 |- 3.72
Aug-12 82.20 79.10 3.10 7.60 16.19 |- 8.59
Sep-12 89.50 83.20 6.30 15.98 15.06 0.93
Oct-12 95.30 89.60 5.70 16.92 16.29 0.63
Nov-12 82.70 81.40 1.30 16.51 12.91 3.60
Dec-12 77.30 80.70 |- 3.40 16.55 15.26 1.29
Jan-13 93.40 81.10 12.30 20.28 18.16 2.12
Feb-13 77.50 73.80 3.70 10.48 11.77 |- 1.29
Mar-13 74.10 72.60 1.50 9.64 8.95 0.69
Apr-13 83.40 89.90 [- 6.50 8.32 29.40 |- 21.09
May-13 65.60 67.80 |- 2.20 4.47 9.44 |- 4.97
Jun-13 68.20 71.60 |- 3.40 8.24 11.11 |- 2.86
Jul-13 77.10 82.30 |- 5.20 6.72 11.44 |- 4.72
Aug-13 78.10 78.50 |- 0.40 11.63 17.62 |-  5.99
Sep-13 82.50 81.20 1.30 12.34 16.82 [- 4.49

Actual Error

I-.-"-ll"—'. |H
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4 data cells
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Beyond Performance Management Themes
2. From prediction to simulation
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2. From prediction to simulation — Example
Flight Simulators
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2. From prediction to simulation — Key Enabler
Advanced Modelling Capabilities
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Beyond Performance Management Themes
3. Recognising risk

New product

Estimated demand: 1,000 units +/- 10%
Order: 1,000 units

Most likely profit margin: $10

Estimated Profit?

A. $10,000

B. More then $10,000

C. Less than $10,000

Volume
1,000 600

22

Margin
$10 $11
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3. Recognising risk — Example
Weather modeling

Input
Distributions
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3. Recognising risk — Example
Actuarial cost modelling
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3. Recognising Risk — Key Enabler

Monte Carlo simulations of Currency Exchange

25
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3. Recognising Risk — Enabler
Multi-variable simulations of possible outcomes
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Beyond Performance Management Themes
4. From controlling to enabling

Mechanistic
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4. From controlling to enabling - Example
Handelsbanken

The bank
Goal: Beat the return
on equity (ROE) of
peer banks

= Only 300 people at HO
support 10,000 employees

LLCNCEICHENQPIRE - Regions and branches
Goal: Better-than- have P/L accountability and
average ROE are compared with each
other on two metrics

» Information is open and
The branches transparent
(580)
Goal: Better than
average cost/income
(C/l) ratio
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4. From controlling to enabling - Enabler
IBM Concert: collaborative performance management
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An emerging alternative: enabling performance...not managing
performance

Bevond :
Biidgeling”
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Thank you!
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Trademarks and notes

IBM Corporation 2014
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