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INtroduction

It is a preoccupation for any successful business to earn the trust of its key stakeholders by
consistently achieving operational and financial goals. To do so requires the connection of
strategy to tactical plans and their execution. In this way, strategy becomes the driver of the
business.

In our work with organizations around the world, one of the first questions Oliver Wight Business Advisors ask
their employees is, “what is your company’s strategy for the business?” More often than not, they don’t know.

Unsurprisingly, the realization that their own people are largely unaware of the company’s business strategy
can be a tremendous source of frustration for executives. The problem is that while companies typically
invest considerable time and money on developing a strategy, they often fail to operationalize it through

their Integrated Business Planning process. Conversely, when an organization has properly integrated its
strategy into the IBP processes, its employees at all levels are able to immediately and consistently repeat the
company’s objectives.

In this white paper, we show how to integrate the corporate strategy with operations by cascading it down the
organization through the creation of individual strategies and plans at the business unit and functional levels.

To illustrate this, the white paper uses an anonymous but real-life example of how the president and
executive team of a large manufacturing organization worked with Oliver Wight to successfully connect
the business strategy to execution, using Integrated Business Planning for its deployment.




A case in point

As company president, Jack hates surprises, especially financial surprises. He has had more
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than a decade of experience in leading companies. Yet, those companies rarely achieved their “While
strategies as planned. It seemed he would always learn, in the fourth quarter, that the strategies companies

were not driving the growth anticipated and promised to the board.

In his latest role, Jack and his executive team
implemented Sales & Operations Planning
(S&OP) several years ago, and it was operating
well. The business now had a rolling planning
process that looked 18 months ahead and
aligned demand, supply, and financial plans
every month.

Jack began to realize, however, that the

process did not align strategy with plans. In fact,
investments and plans seemed to be disconnected
from market opportunities. He began scrutinizing
the process more thoroughly and found several
other limitations to the current process.

It paid little attention to how the business unit
plans and strategies aligned with corporate and
functional strategy. The business was being
driven by the forecast, however, an integrated
strategy was absent. Not having strategy
connected to the plan was a considerable issue.

typically invest
considerable
Rather than criticize his executive team, Jack  time and money
decided to respond differently to this year’s on developing
annual disappointment. He vowed to spearhead a strategy, they

a drive to connect strategy with plans and often fail to then
execution. He and his team had to become operationalize it.”
better informed and make better decisions
throughout the year to ensure the strategy and
financial goals would be achieved.

This company’s situation is not unusual. Few
companies consistently achieve their strategies
and financial goals, but those that do are top
performers in their industries.

Jack was correct in diagnosing the disconnect
between strategy, plans, and execution as a
problem. In fact, Jack believed that to have an
effective planning process, it must be preceded
by an integrated set of business unit strategies.
But much to his surprise, this was not the only
impediment to success.

Jack was struck by the use of the word “strategy” in the Oliver Wight Integrated Business Planning (IBP)
model (see figure 1). He contacted the authors of this white paper to ask whether there was a way to
integrate strategy, plans, and execution using IBP as the focal point.

This white paper gives an overview of how it was implemented in Jack’s organization to drive business
growth. Jack and his executive team adopted Integrated Strategy Management as the name for the
process.
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Figure 1: The Oliver Wight Integrated Business Planning (IBP) Model

What is Integrated Business Planning?

Integrated Business Planning is a decision-making process to align strategy, portfolio, demand, supply,
and resulting financials through a focused and exception-driven monthly re-planning process. The result
is a single operating plan over a 24+ month rolling horizon (or as appropriate to cover the strategic plan
horizon), to which the senior executives hold themselves and their teams accountable for achieving. Done
well, it is the formal way that the business is managed and strategy is connected to execution.
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Aligning corporate and business unit strategies

When Jack assessed why strategies failed to
achieve expectations, he found two flaws in the
company’s past approach:

strategies were not aligned, the execution
of strategies at the business unit level would
chronically disappoint.

He introduced Integrated Strategy Management
(ISM) to create a structure for improvement.
(See figure 2))

1. The corporate strategy and business unit
strategies diverged over time.

2. No formal way to monitor the execution of
strategies at the business unit level and
within the functions of each business unit
had been established.

As part of ISM, Jack and his team implemented
a different approach to creating the strategies
to profitably grow the business. This approach
created greater clarity around the role of each
business unit in developing a growth game plan
that aligned with corporate strategies and goals.

Jack tackled the alignment of corporate and
business unit strategies first because if these

Definitions

Strategic Plan

A broadly defined plan
aimed at creating a desired
future state, i.e., vision,
mission, and values.

This plan may be
characterized as a map

that includes different
perspectives, including
financial, customer,
process, people, and
culture that are consolidated
into an integrated set of
goals, objectives, and timed
deliverables.

Strategies

Strategies and tactics are
needed to achieve the
strategic plan.

Strategy is the means to
achieving an objective. For
example:

The marketing strategy
decides where and how to
win business in a manner
that satisfies the overall
company growth targets.

Supply chain strategy
decides how to create a
make/buy/deliver capability
to achieve the commercial
ambition while managing
the tradeoffs of cost,
service, and inventory.

Integrated Strategy
Management

A process for managing
an organization’s strategy,
plans, and resources

to achieve its goals and
objectives.

[t connects the business
unit strategy with functional
strategies and plans to
ensure the best investment
and resource choices

are made to achieve the
business aspirations.

Integrated Business
Planning is a means for
connecting the execution of
strategy to business results.

Figure 2: Strategy Definitions

s
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Before and after

There were significant differences between the new way of creating the strategies and what had
happened in the past:

1. The expectation to align corporate and business unit strategies and execution

Executives at the corporate and business unit levels were committed to aligning (and re-aligning)
strategies and execution at four levels, as shown in figure 3:

e Corporate strategy with an emphasis on e Functional strategy for translating the growth
profitable growth and return on invested game plan into innovation, sales, marketing,
capital (ROIC) supply chain, and other functional strategies

e Business unit strategy for developing a e Integrated Business Planning for
growth game plan that matched corporate operationalizing strategy, plans, and
strategy and expectations execution

Alignment of Corporate and
Business Unit Strategies

PROFITABLE GROWTH

O CORPORATE STRATEGY

Investment IIII Expected Think retirement planning - Instead of managing stocks and bonds, designate
Philosophy Returns segment business units with portfolio roles and set expected investment and return

Portfolio Role profiles.

: BUSINESS UNIT STRATEGY
Strategy Strategic . . . . .
Strategic plan designed to achieve corporate expectations. Strategic

Map Priorities L i )
priorities established and cascaded to functions

Financial Targets

Marketing Strategy Supply Chain Strategy FUN CTI 0 NAL STRATE GY
_ % . Functional strategies aligned to strategic priorities. A growth game
Innovation Strategy Organization Strategy plan established to achieve financial ambition while meeting
Financial Investment Strategy customer, market and consumer needs.

Integrated Reconciliation Review Management Business Review
INTEGRATED BUSINESS PLANNING
Supply Review Portfolio Review Operationalize strategy with plans. Make decisions to
manage gaps to strategy, business plan, and annual plan.

Demand Review

Figure 3: Aligning corporate and business unit strategies
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2. Portfolio allocation investment approach, assigning portfolio roles, setting expected returns

In developing a corporate strategy, it is typical

to determine the role of each business unit in
delivering the overall corporate strategy and goals.
The new approach involved taking more time
than usual to develop a growth and investment
profile for each business unit. Jack introduced
the analogy of retirement planning to help bring
the process to life, dubbing it the 401 approach in
a reference to how retirement planning is known
inthe U.S. They used this analogy to emphasize
how the corporation would designate a “portfolio
role” for each business unit based on past
performance and future market growth potential.
The corporation would no longer manage by
investing in a broad range of “stocks and bonds”
with the hopes of yielding an expected return on
investment. Instead, the corporation would now
allocate its investment funds to specific business
units to yield a specific stated expected return.

Extending the 401K analogy, each business unit
would receive money for capital investment and
would be assigned an expected annual return
on that investment. The corporation’s philosophy

Investment Expected

Returns

Philosophy
Portfolio Role

Figure 4: Corporate strategy

for moderate fund portfolio investment required
its growth businesses (i.e., “stocks”) to yield

a 12 percent annual return. The businesses
designated for earnings (i.e., “gold”) were
expected to manage a seven percent return. The
businesses designated for the harvest of cash
(i.e., “bonds”) were expected to yield a three
percent return. Combined, these approaches
were designed to achieve an overall eight-and-a-
half percent return on investment.

Analytical and presentation tools were
introduced to facilitate decision-making on the
market opportunities, revealing some previously
unknown potential. (See figure 4.)

The business unit profiles were communicated
within the management team of each business
unit. Follow-on discussions were conducted

to ensure understanding and clarity of the
contributions expected of each business unit.
Gaining concurrence was critical to creating and
aligning business unit growth game plans and
strategies to the corporate strategy.

Corporate Strategy

“The primary
value of
connecting
strategy to plans
and execution
can be summed
up in two words:
Dependability
and credibility.”

Using a Portfolio Approach

CORPORATE STRATEGY

Think retirement planning — Instead of managing stocks and
bonds, designate segment business units with portfolio roles

and set expected investment and return profiles.
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3. The business unit growth game plan

Once the business unit role was assigned at

the corporate level, each BU executive team
developed its growth game plan and strategy. The
deliverables from this effort included defining the
roles of each core function in delivering the growth
game plan and strategy. (See figure 5.)

Just like with the assignment of business unit
roles, the functional roles were communicated
throughout the BU organization. The purpose was
to ensure clarity of expectations, which was crucial
in creating functional strategies and tactics.

Business Unit Growth
Game Plan

Strategy Strategic

Map Priorities

Financial Targets

Figure 5: Business unit strategy

BUSINESS UNIT STRATEGY

Strategic plan designed to achieve corporate expectations.
Strategic priorities established and cascaded to functions.




4. Functional strategy alignment

Aligning functional strategies with the Business
Unit strategy was key to improving the execution
of the BU strategy and, by extension, the
corporate strategy. The functional strategies
developed by Jack’s business unit leaders
included sales, marketing, innovation, product
and portfolio, and human resource functions.

Previous approaches to investing were based
on last year’s budget plus a little management
by objectives improvements. These approaches
were not disproportionally based on future
growth assumptions and market opportunity
across the portfolio. This commonly labeled
peanut butter approach consistently yielded
lower returns than planned.

Now, the business units and functions were
expected to make sharp choices that supported
the new growth game plan. Making sharp
investment choices required analysis to decide
where the business unit would — and would not —
invest. (See figure 6.)
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Not every product manager was initially happy
with the new investment approach. They were
not accustomed to connecting investment and
returns to the realization of strategy at both the
business unit and corporate levels.

Soon, the functional managers learned the skill
of making sharp choices. They utilized proven
analytical frameworks to segment product
categories and invest disproportionally in where
the market was going and growing. It is a skill
that is now becoming the organization’s natural
way of doing business.

The strategies for the supply chain, sourcing,
manufacturing, and distribution were structured
to support the market-driven growth game plan.
These strategies were also considered essential
for helping to achieve the profit strategy and
goals.

“Connecting
strategy to
execution also
has a cultural
impact, people
acquire strategic
planning skills.”

Functional Strategy

Alignment

FUNCTIONAL STRATEGY

Supply Chain Strategy

Marketing Strategy

Functional strategies aligned to strategic priorities.

A growth game plan established to achieve financial
ambition while meeting customer, market, and consumer
needs.

Innovation Strategy Organization Strategy

Financial Investment Strategy

Figure 6: Functional strategy
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5. Operationalize the strategy and plans

Jack’s leadership team was grateful that
Integrated Business Planning had already
been established in the business units and, for
the most part, was operating well." As the IBP

process improved in each business unit, the
leaders’ view of their business was becoming
more strategic. This is a natural maturation of an
IBP process. (See figure 7.)

Figure 7: Maturity Journey - Integrated Business Planning

7 Jim Matthews and Jimmy Dixon, “Is Your S&OP or IBP Process Delivering the Results you Expected?” https://www.oliverwight-
americas.com/whitepapers-articles/; Jim Correll and George Palmatier, “How Good Is Your Sales and Operations Planning/Integrated
Business Planning Process?, pp. 5-7, https://www.oliverwight-americas.com/whitepapers-articles/
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As pressure mounted to improve the execution of business strategies, the leaders also became more
mindful of why businesses fail to achieve strategic goals. (See figure 8.) They admitted not spending enough
time focused on strategy beyond establishing it in the first place. They agreed that operationalizing strategy
required monitoring execution performance and that the IBP process was the best venue for doing so.

Organizations fail to achieve
strategic goals in four ways

5%

UNCLEAR VISION & STRATEGY

Only 5% of the workforce understands the strategy

25%

LACK OF ALIGNMENT

Only 25% of managers have incentives linked to overall strategy achievement

40%

DISJOINTED PLANNING & PROCESSES

Only 40% of organizations link budgets to strategy

15%

INABILITY TO MONITOR, TEST AND ADAPT STRATEGY

Only 15% of executive teams spend more than one hour per month discussing strategy

Source: Bain Management Tools, McKinsey Quarterly Survey

Figure 8: Failures of strategic goals
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The appropriate executive and management players attended each IBP review. They were accustomed to
looking at high-level, aggregate projections over a 36-month planning horizon. The mindset in the reviews

was to identify and close gaps between the current projections and the stated goals. The decision-making
process and boundaries were also well-defined. (See figure 9.)

Operationalize the
Strategy and Plans

Integrated Reconciliation Review Management Business Review INTEGRATED BUSINESS PLANNING

Operationalize strategy with plans. Make
decisions to manage gaps to strategy,
business plan, and annual plan.

Supply Review Portfolio Review

Demand Review

Figure 9: Deploying strategy with IBP

In relation to operationalizing strategy, the business unit leadership teams found that IBP provided the
means for routinely:

e Monitoring the effectiveness of strategies e Measuring the impact of tactics and overall
and tactics in driving growth achievement of the strategic goals

e Aligning tactics, timing, and resources e Adapting strategies and tactics as needed
across the core functions of the business to achieve growth goals

They also realized that some behavior habits would need to change. Sometimes, decisions were put off in
the hope that performance would improve. Avoiding year-end disappointments required making more timely
decisions to clear roadblocks that impeded the execution of the business unit strategies.

This meant the business leaders needed timely information on the execution of strategies and tactics.
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Developing strategy playbooks and dashboards

A big challenge for Jack and his team was to be able to visualize business performance against the
strategy. This would allow them to clearly identify gaps in performance and inform which markets and
categories represented the smart choices for investment.

The team worked with Oliver Wight to develop a “playbook” with two key features:

1. Adigital dashboard of visualizations for key metrics to quickly assimilate strategy and performance
data into information graphics.

2. Aninventory of best practices for the most effective gap-closing actions.

The playbook dashboard was created by first segmenting markets, geographies and categories,

product families, and sub-families. These were then assigned strategy attributes using proven strategy
frameworks, such as Ansoff, BCG, and GE McKinsey to enable visualization and, importantly, to allow the
team to drill down and see the impact of individual functional strategies on volume and value.

Using best practices from the playbook to address any gaps to strategy, the visuals could then be quickly
updated and presented on a routine basis at each IBP review, ensuring participants immediately and
easily understood what was happening in business.

e Where are the gaps in the desired performance?

e Are the key strategies delivering the expected value?

e How do these gaps tie to strategy and tactics?

e How to best prioritize the issues and link actions to ownership and accountability?
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It was the first time Jack and his team had been able to visualize whether the functional and business unit
strategies were working effectively to deliver the overall business strategy. The results were sobering; it
instantly became clear the business was significantly misaligned against strategy, and investments were
being misallocated.

While the strategic target for the business showed only four percent of deprioritized activities, 22 percent of
investment was targeted at these deprioritized activities, which were generating 28 percent of revenues for
the business (see figure 10).

iRev$/ilnv$ Strategy Allocation

Target 72%
Revenue 28% 52%

Investment 22% 70%

@ DcPrioritize @ Growth Selective Investment

Figure 10: Revenue and investment distribution vs strategy target

Drilling down further (figure 11), Jack could see that, more worrying still, deprioritized activities were
absorbing more than a third of capital investment, while there was no R&D funding allocated to growth
activities, which accounted for 72 percent of the strategic target.

Investment Allocation (Horizon)

$40M $32.6M
$20M $10.8M $15:3M
$om ) -
Capital Marketing R&D

@ DecPrioritize @ Growth Selective Investment

Figure 11: Investment allocation

A GE McKinsey analysis (figure 12) further revealed that too many segments of the business were not in the
right-to-win category.

The business was playing with too many of the wrong products in too many of the wrong markets. With
this new knowledge the business and functional units were able to reallocate their investments to more

profitable activities, thus bringing the business back in line with the strategy.

Of course, timing is critical and a combination of an effective IBP process and the new playbook enabled
early detection and resolution of performance gaps.
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GE/McKinsey-Rev$ “When
companies
@ 10 consistently
Protect/refocus achieve their
financial goals
Invest moderately and strategy,
Protect position t.her.e Is a greater
likelihood that
s the capital
m -
g Selectively manage for earnings investment
@ plans will be
= 5 »
g” . approved.
@ Invest to grow
®
< Invest selectively Manage for earnings
Limited expansion/harvest
Divest/Rationalize .
O o
10 5 0

Average of attractive

Figure 12: Portfolio segmentation

Looking at the playbook dashboards in figures 10, 11, and 12, imagine it is the last quarter of the fiscal
year. Would the company have enough time to make up for a 20 percent gap in the Go-to-Market/Growth
Plan? Without the playbook views, how long would it take to compile the information to alert the executive
team that it was on the verge of not achieving the strategy”?

Now imagine instead that it is the first quarter of the fiscal year. Would the management team have
enough time to close that 20 percent gap in the Go-to-Market/Growth Plan? How would the decision-
making process be different than if it was the last quarter of the fiscal year?

When companies consistently achieve their financial goals and strategy, there is less second-guessing.
There is also a greater likelihood that the capital investment plans will be trusted — and the funds will be
more readily approved.

In the authors’ experience, connecting strategy to execution also has a cultural impact. People acquire
strategic planning skills. As they address strategies and gaps in their business functions, they learn how
to think like an executive. They understand what it takes to truly realize the strategic aspirations of the
business. Strategy is not an afterthought, the strategic goals are considered when making decisions day-
to-day and month-to-month.
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What will it take to connect strategy and execution in your business?
This paper demonstrates the principles of connecting strategy to plans and execution in each business
function using Integrated Business Planning as the means of deployment. The white papers in this series

show in greater detail what happens at each step in the IBP process to enable this deployment.

As you consider whether your company would benefit from connecting strategy to plans and execution,
you may wish to assess your current performance against the criteria in figure 11.

Of course, if you have questions or would like to talk with the authors about strategy deployment with
Integrated Business Planning, we'd be delighted to hear from you.

Rate how well strategy connects to plans and execution at your company

Rate 1 (poor) to 5 (excellent) Rating

1 Our current strategy is delivering the results we need to be successful in an increasingly
competitive marketplace

Our business and core function (pillar) strategies are aligned with operational plans

Types of innovations to pursue are based on helping to meet goals for the future

We have the right skills and structure required to execute the strategy year over year

We align our investments with initiatives that will have the biggest impact on our growth
goals

Innovation revenue and margin targets are established based on the business and
strategic plan

We understand what levers move the needle in creating profitable growth

Supply chain capacity and capabilities are aligned with the business strategic plan

© 0o N o o~ w D

The level of service, cost, and inventory is based on the business and marketing strategy

We make informed and timely decisions that connect actions to results in achieving the
strategic goals

-
o
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About Oliver Wight

When you talk to Oliver Wight about improving your business, we'll assume you want results, not just better
processes — things like increased revenues and margins and greater market share. If you have the ambition, it is
possible to make improvements that truly transform the performance of your organization and create more fulfilling
roles for the people within it. We believe this can only be delivered by your own people. So, unlike other consultancy
firms, we transfer our knowledge to you; knowledge that comes from over 50 years of working with some of the
world’s best-known companies.

Oliver Wight has a long-standing reputation for innovation and we continually challenge the industry status quo, so
you always get the latest in new thinking. Your Oliver Wight partners will use their real-world experience to ensure
your people, business processes and technology are fully aligned and integrated right across your organization.

They will coach, guide and inspire your people to drive change throughout your organization, allowing you to create
a culture of continuous improvement and innovation that simply becomes for you “the way we do things around
here.” It's a proven, sustainable approach that will deliver results straight to the bottom line.
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