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Winds of change

A business is like a kinetic sculpture. Pull on any part of it, and the
whole thing goes into a dance. That’s just what happens when
you take one part of a business and change it.

Likewise, when a wind comes along, every part of the mobile
starts changing all at once. It’s like that now for businesses every-
where. Both external factors and internal structures influence the
direction and velocity of movement. This is a great opportunity to
seize the momentum.

It is vital to optimize the profitability and effectiveness of internal
operations and the supply chain. And we can’t do that without
looking deeply into the dynamic interconnections and capabili-
ties. Superior financial performance comes from achieving the
best balance among these dynamics.

The choice is simple. An organization can hunker down and brace
itself against the winds of change, or it can embrace them with
analytical foresight and operational agility for competitive advan-
tage.
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Why analytics matter

The need for operational and business analytics is quickly
expanding as leaders seek deeper insights to guide more
effective decisions. Managers are frustrated with their
ERP and other systems. No matter how much data there
is, it just doesn’t seem to make enough sense. Something
is missing.

The irony is that in an ocean of enterprise data, there is
nothing to convey the internal business context essential
for decision making. We know much more about what
has already occurred than we do about what the organi-
zation is truly capable of achieving.

To bridge this insight gap, spreadsheets are used as a
workaround. But these tools are inadequate because
they are mismatched for the velocity and dynamics of
business today. Sound familiar? If change is perpetual,
then success comes from using that change to your ad-
vantage.

Is it the data’s fault? Data quality is important, but the

real problem lies with last century’s solutions. At the

heart of the problem is the lack of a systems-analytic ap-

proach for execution and improvement backed by em-

bedded dynamics and business know]edge_ To win in tOday’S enVironment, Companies must em-
brace change to:

+ Exploit system dynamics to their advantage
¢ Use knowledge to provide context for the data

+ Reduce costs and support revenue growth

Operational Profit Improvement with Profit Mapping



Orchestrating the whole system

Decision makers approach the business as a conductor
approaches an orchestra. They must consider the types
and timing of individual activities and the resources that
make them possible. Once the music begins everything
must move precisely on cue.

A systems-analytic approach unmasks hidden potential
for the best performance. This is the realm of time and
space competition, and it leads to many questions:

¢ How do you most effectively reconfigure processes
and operational policies within a business domain?

+ How do you adjust execution on-the-fly to maximize
throughput, quality, and resource use?

¢ How competitive are your costs and quality? What are
your options for improving them?

¢ What investments in people, equipment, product de-
velopment, technology, and facilities are required?

+ Do you have the necessary flexibility to respond rap-
idly to changes in the marketplace or among key cus-
tomers?

¢ How do you react to different types of risks?

Questions such as these highlight the vastness of the op-
erational details and the complexity of the causal rela-
tionships.

Exploit system dynamics to
your advantage

The entire value chain for creating and delivering prod-
ucts and services requires that we weave processes to-
gether both within an organization’s four walls and with
external partners in the supply chain. This is dynamic and
intensely interconnected.

Understanding these dynamics is a prerequisite for
unlocking hidden potential and profits. The system as a
whole controls actual financial performance and process
effectiveness, not individual pieces.

The choice is simple.

Overlook the existence of system dynamics and relegate
the organization to lagging performance and frustration
when things don’t go as expected.

Or, embrace system dynamics as a source of competitive
advantage, enabling leaders to quickly create dramatic
gains with minimum risk.

Simply put, balancing flow and financials for the common
good of customers and the organization is the better,
most cost effective, solution every time.
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Knowledge provides context to

data

The operational environment, when viewed
through a holistic lens, is much richer and more
meaningful to decision makers than siloed data or
information. The proliferation of corporate sys-
tems, however, raises new challenges around
how to integrate and make sense of diverse data.

These systems have excellent precision, so look-
ing back at what has already happened is not an
issue. The challenge is to extract business fore-
sight from the data.

To do that you need knowledge driven analytics
forged in the operational and business arena.
Deeper understanding of the dynamics and do-
main expertise must be intrinsic, not add-ons.

Such analytics are proactive, challenge the validity
of data as it enters the system, and focus on busi-
ness knowledge for superior execution and im-
provement.

Leaders

Knowledge

Foresight

Foresight unlocks best perform-

ance

You don’t navigate by looking through the rear
view mirror—and neither should your analytics.
The road ahead is always different than where
you have been, especially when considering the
range of inputs available to the decision maker.

Greater foresight and accuracy are desirable
when navigating through time and space. Win-
dows of opportunity are narrower than ever to-
day, and risks lurk around every corner.

Knowledge Solutions Data Solutions (the norm)

¢ Knowledge provides busi- + Data and information rule

ness context for the data . .
¢ Knowledge is locked in

¢ Foresight comes from un- data silos
derstanding cause and ef-
fect relationships for cur-
rent and future perform-

¢ Managers drowning in
ocean of data

ance + Rear view mirrorap-
. roach
¢ Bypasses trial and error P
changes for best business ¢ Does not create best pos-
performance sible environment for suc-
cess

¢ Reduces risk
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Operational profit improvement

Reduce costs and support
revenue growth

Cost reduction

+ Improve quality parts and services per resource hour
— Achieve same output with less resource use
— Use same amount of resources for more volume
Use common assets for multiple products
Identify resources for elimination or redeployment

Align resource scheduling to customer quantum-use
resources only when required and for minimal time

Revenue enhancement

+ Add additional volume by using existing resources for
current and new products

Implement differential pricing based on market and
customer factors

Revenue Product Price (PP) | Product Volume (PV)

Resource Use Cost Resource Access
(RUC) Cost (RAC)

(labor, supplies, raw (assets, supply chain,
material, maintenance, maintenance,
inventory carrying cost) overhead)

Operating Profit
Profit (EBITDA)

OP= (PP * PV)— (RUC+ RAC

Let’s be honest. Any discussion about execution or
improvement is meaningless without a relentless ques-
tioning of the real financial consequences. Vast cost
savings lay untapped because of poor visibility into fi-
nancial implications of system dynamics.

Drivers

¢ Producing more product per resource-time reduces
resource use cost and increases output

¢ Increasing throughput with available resources does
not increase resource access cost

¢ Unused resources do not reduce resource access
costs but can lower operational risks and hedge
against market downturns

¢ Unused resources do not contribute to financial re-
turn unless used for increased volumes of new or
existing products

¢ Connecting operation cycle with distribution im-
proves customer satisfaction and cash flow

¢ Linking operation and financial cycles reduces work-
ing capital requirement

+ Balancing maintenance and support with customer
and financial needs reduces costs

Operational Profit Improvement with Profit Mapping



Start here You are already ready

One of the toughest analytics chal-
lenges leaders grapple with is deter-
mining where to begin. Does it make
sense to start in a business domain
where the organization is already per-
Where to start forming well? Or is it better to start

fresh in some other business unit, per-
Produ_cts & S Mainte- Supp'vly Human
Services nance Chain Resources
®

haps in an underperforming area?
4 Operational

Execution

While there’s no single answer to the question of where to start
with dynamic operational and business analytics, these areas should
be on the short list for any organization.

&)

4 Planning

4 Improvement

4 Optimization

All business domains are not created

equal. Knowing where and when to
A few things to consider focus is an art unto itself. So here’s a

hint: Identify an area of high value to

. i e
¢ What are the business objectives? senior business leaders. Run straight

+ How are these priorities translated to business domains? toward challenges of strategic impor-
¢ What business functions are impacted? tance.
¢ Isthe challenge: To make a difference, you have to tar-

get the right opportunities and avoid
unnecessary detours. Consider a pilot
project for an easier way to get started.

- Achieving superior execution, including bottom line performance?

- Creating the best possible business environment for success?
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Just the mention of analytics brings to mind a swirl of
complicated formulas and algorithms. But that’s really
not the story. Profit Mapping is built upon business
fundamentals. It is about people—those that seek fact
-driven foresight to improve execution and effect
change. Yes, technology is involved. But, the focus is
squarely on business operations and financial perform-
ance.

Profit Mapping provides a rich canvas for optimization.
The idea is to improve the configurations of space
(structural) and time (dynamics) in the operational
environment. This is to harmonize operations to the
customer interface rhythm, which we call the cus-
tomer quantum. Sound complex? It doesn’t need to
be.

That’s why choosing the right partner is more impor-
tant than ever. You want your people to learn and
grow as a valued part of the process so they can build
upon the successes. Of course, we are available for the
times when an external catalyst is beneficial.

We wrote the books on it!

Industry and thought leadership count
when your business is on the line.

EXECUTION
DYNAMICS

dBiNG

A Tool for
W e

Profit
Mapping
Profit Mapping is a noun when discussing the con-
cept, methods and tools. It is a verb in application.
Profit Mapping is a systematic way of thinking, dy-

namic analysis, and holistic decision-making to
guide decisive cost-effective action.

Success demands integrated thinking and action. A
key advantage of Profit Mapping is the way it em-
braces the unique environment and specific objec-
tives of organizations. It is much more powerful
than one-size-fits-all thinking.

Profit Mapping is the only complete Predictive Op-
erational Analytics solution. It is an innovative and
seamless integration of three disciplines:

BUSINESS | SYSTEMS | DYNAMIC
METHODS | THINKING | ANALYSIS

The whole is vastly better than any individual disci-
plines. Any solution is incomplete without the deep
integration of all three pillars.

A sample of what people are saying:

Gt NPFAG al LIWAY3 IAGSaE 2dz2NJ YEYFASNES Sy

thinking about the bottom line, not just processes. In my experience, not
enough attention goes to the tradeoffs between operational costs and

capital investments. Profit Mapping provides a framework to strike the

right balance. It helps us to consider things that we might not otherwise.

As a result, savings are real and not a transfer of cost from one bucket to
FY20KSN® ¢KS RFEGF KStfLA Y2@0S GKS

—Plant Manager
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What are you waiting for?

It's easy to find a reason not to get started with Predictive
Operational Analytics. But if you consider the demands of
customers, the velocity of business, and financial expecta-
tions, it's getting harder to find excuses. Visit www.menawat.com

To learn more

Fortunately, the methods and systems-analytic tools are
here. Profit Mapping has been around for years. It is proven.
It is based on business fundamentals. There are more options
than ever to get started.

This is one of those rare inflection points in business. You can
sit on the sidelines and watch as your competitors use ana-
lytics to out innovate and outperform you. Or, you can start
by rolling up your sleeves and figuring out what can work in
your organization.

Cultural resistance to change is no longer an excuse. It is the
reason you must chart a clear analytical path to superior exe-
cution and financial performance. The good news is that Pre-
dictive Operational Analytics gives everyone a voice and an
effective means to work toward common goals.

Dynamic business analysis often points to simple, and some-
times counterintuitive, changes yielding the biggest impact.

These can only be found from a holistic vantage point. This publication contains general information only and Menawat &
Co. is not, by means of this publication, rendering business or any
It’s time to think and act differently! other professional advice or services. This publication is not a substi-

tute for such professional advice or services, nor should it be used as
a basis for any decision or action that may affect your business.

Before making any decision or taking any action that may affect your
business, you should consult a qualified professional advisor.

Menawat & Co. shall not be responsible for any loss sustained by any
person who relies on this publication.

Copyright © 2012 Menawat & Co. All rights reserved.
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