Performance Management Course
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Headlines

Management and performance
Managers and performance
Employees and performance
Strategy and performance
Technology and performance
Management functions

Planning and performance
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Headlines

Coaching and performance
Motivation and performance
Delegation and performance
Communication and performance
Organizing and performance

Controlling and performance
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il

Peter Drucker

Innovate
Grow
Profit

Satisfy your customers
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Management and Performance
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Leaders and Performance

"an army of sheep led by
a lion defeating an army
of lions led by a sheep”
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Leaders and Performance
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Management Vs. Leadership
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Alan Mulally 2006 / 2014
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“Who Says Elephants Can’t Dance?”
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Who Says
Elephants Can't
Dance?

Turnaround

Louis V.
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Employees and Performance
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Employees Care Hawthorn Studies
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Employees Fairness Monkeys Strike

For Justice

nature news home
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news archive specials opinion | features news blog nature journal

Published online 1§ September 2000 | Nature | doi!10.1038/news030915-8

Monkeys strike for justice

Capuchin umbrage suggests sense of fairness extends beyond
humans.

ohn Whittiald

Monkeys strike for equal pay. They
down toals If they

ee another monkey
get a bigger reward for doing the same
job, US researchers have found:

The experiments show that notions of
justice extend beyond humans, says
Sarah Brosnan of Emory University In
Atlanta, Georgla. This is probably an
innate ability that evolved in our
primate ancestor, she believes: "You

need a sense of fairmess
complex groups.”

Brosnan and her colleague Frans de
Waal taught brown capuchin monkeys

You pay peanuts, you get =I¥. A
arumoyv monkavs. (Cebus apella) to swap plastic tokens
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» Students prove tryst begets tryst

.

Effects of expenence and secial context on

prospective caching strategies by scrub jays

Novembar 2001

Ccheats prosper

06 April 2000

Deputy Director of Nanoscopy Center in
SLST. Shanghailech
ShanghaiTech Unlversity

Vice Dean for Faculty Affairs in School of
Life Science and Technology (SLST).
ShanghaiTech University

ShanghaiTech University

& More science jobs
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Employees Fairness Monkeys Strike
For Justice
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Strategy and Performance
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What is FedEx Philosophy?
Founder and CEO Frederick Smith

The People-Service-Profit philosophy
(P-S-P) is based on the belief that by
creating a positive working
environment for employees, they
will provide better service quality to
customers, which would then lead to
customers using FedEx products and
services
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Reed Hastings , CEO NETFLIX
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Daniel Schwartz...
Burger King / Tim Hortons

Management by walking around
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Carlos Goshen.Renault/Nissan

Saving the Business Without Losing the Company

}\ 0000

RENAULT NISSAN MITSUBISHI
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Lee lacocca.. Chrysler
People .. Products .. Profit (3Ps)
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Jack Welch ...GE
People and quality
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Lee Kuan Yew... Singapore

Succession planning
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Mahathir Mohamad.....
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Types of Performance

e Corporate performance
* Employee performance
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Corporate Performance

Company performance (Mackinsey 7S model)

Shared
values
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Corporate Performance Indicators

Financial indicators
Customer indicators
Supply chain indicators

Learning and growth indicators
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Financial documents

* |[ncome statements
* Balance sheet

e Cash flow statement

Financial indicators

o Jeas] — dbgame Gsdxl e
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Sales
-COGS

Gross Profit
-Expenses

EBIT
-Interest

EBT
-Taxes

Net Profit
-Preferred share

Net Distributable Profit ao)¢dd bl 7,0l 3Le
-Dividends

Retained Earning

o Jos] — A gima Bisll gaor

Income Statement
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Income Statement

P&L

Income Statement for Company XYZ, Inc.

for the year ended December 31, 2008

Total Revenue $100,000 100.00%
Cost of Goods Sold ($58,473) -58.47%
Gross Profit $41,527 41.53%
Operating Expenses:

Salaries $11,256 11.26%
Rent $10,009 10.01%
Utilities $2,250 2.25%
Depreciation $5,000 5.00%
Total Operating Expenses $28,515 28.52%
Operating Profit (EBIT) $13,012  13.01%
Interest Expense ($10,000) -10.00%
Earnings before Tax (EBT) $3,012 3.01%
Taxes $1,084 1.08%
Net Income $4,096 4.10%

i Jas] = b sima il gax
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Balance Sheet Example

Balance sheet example

TEDDY FAB INC.
BALANCE SHEET
December 31, 2100

LIABILITIES AND SHAREHOLDERS' EQUITY

Current assets
Cash and cash equivalents
Accounts receivable
Inventory
Prepaid expense
Investments

$ 100,000
20,000
15,000

4,000
10.000

Total current assets

149,000

Property and equipment
Land
Buildings and improvements
Equipment
Less accumulated depreciation

Other assets
Intangible assets
Less accumulated amortization

Total assets

24,300
250,000
50,000
(5,000)

4,000
(200)

$ 472,100

Current liabilities
Accounts payable
Notes payable
Accrued expenses
Deferred revenue

$ 30,000
10,000
5,000
2,000

Total current liabilities

47,000

Long-term debt
Total liabilities

Shareholders' Equity
Common stock
Additional paid-in capital
Retained earnings
Treasury stock

Total liabilities and shareholders' equity

ondie Jes] — dbgao Gobxll px

200,000
247,000
10,000
20,000
197,100
(2,000

$ 472,100
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Cash Flow Statement

Cash Flow Statement

For the Year Ended December 31, 2016

Cash Flow from Operations

Net income 79,000
Adjustments for depreciation 2,000
Adjustments for increase in inventories (22,000)
Adjustments for decrease in accounts receivable 12,000
Net Cash Flow from Operations 71,000
Cash Flow from Investing

Cash receipts from sale of property and equipment 10,000
Cash paid for purchase of equipment (12,000)
Net Cash Flow from Investing (2,000)
Cash Flow from Financing

Cash paid for loan repayment (5,500)
Net Cash Flow from Financing (5,500)

Net Increase in Cash 63,500
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Basic Financial Ratios

Firm’s ability to meet its
short-term obligations

Liquidity Ratios

) -

e Current ratio

 Quick (or acid test) ratio
* (Cash ratio

i Jos] — dbgaze Godl pper
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Leverage Ratios

Basic Financial Ratios

Extent of debt financing

1 =

 Debt-to-total assets
 Debt-to-equity
 Long-term debt-to-equity
e Times-interest-earned

Ratios

i Jos] — dbgaze Godl pper
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Basic Financial Ratios

Effective use of firm’s
resources

Activity Ratios

Ratios

I Inventory turnover

Fixed assets turnover
Total assets turnover
Accounts receivable turnover
Average collection period

i Jos] — dbgaze Godl pper
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Basic Financial Ratios

Effectiveness shown by
returns on sales and

Profitability Ratios

iInvestment

> oo

Gross profit margin
Operating profit margin
Net profit margin
Return on total assets (ROA)

i Jos] — dbgaze Godl pper
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Basic Financial Ratios

Effectiveness shown by
returns on sales &

Profitability Ratios
(cont’d)

investment

)y oo

Return on stockholders’

equity (ROE)
Earnings per share

i Jos] — dbgaze Godl pper
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Customer Indicators

DETRACTORS PASSIVES PROMOTERS

. . . . w w w w w w
T T e e e el e
0 1 2 3 4 5 6 7 8 9 10

Net Promoter Score — — % Detractors

CSAT @ NPS
Customer Satisfaction Score Net Promoter Score

0 9 8 7 ‘
LR} LR ]
v @ 000000
Measures how satisfied a Measures overall customer

customer is with specific loyalty towards your brand.
area of your business.
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Supply Chain Indicators

Value Discipline Model

PRODUCT LEADERSHIP
« Best Product

* Product Innovabtion

* Flexible Production

* R&D s Dominant

CUSTOMER INTIMACY

* Loyal Customers

OPERATIONAL EXCELLENCE
* Reliable Product

* Lowest Cost Price
« Ease of use / Convenience * Innovation at Customer Level
» Logistic Is Dominant * CRM is Dominant

* Best Customer Solution
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Learning and Growth Indicators

Succession planning

* The choice of top executives—especially CEOs—is a critical decision with important
implications for the firm’s performance.

* Many companies use leadership screening systems to identify individuals with
managerial and strategic leadership potential.

* The most effective of these systems assess people within the firm and gain valuable
information about the capabilities of other companies’ managers, particularly their
strategic leaders.

NEJONEs/7CNE
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Learning and Growth Indicators

Succession planning

e Based on the results of these assessments, training and development
programs are provided for current managers in an attempt to pre-select

and shape the skills of people who may become tomorrow’s leaders.

* The “ten-step talent” management development program at General

Electric, for example, is considered one of the most effective in the world.
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Jack Welch Successor

* Given the phenomenal success of GE and its highly effective management

development program, an insider, Jeffrey Immelt, was chosen to succeed Jack Welch.

* Firms generally have succession management programs to develop managers so that

one will eventually be prepared to ascend to the top.

* Immelt was well prepared to take over the CEO job at GE.

aogalsl

J-o-<l

o3 Jas] = A ghe Byinl puax Uit

401 1 Fdol | rdol |



401 1 Fdol | rdol |

Jack Welch Successor

Robert Iger, formerly Disney’s chief strategy officer,
is Michael Eisner’s replacement as CEO.

i o) = Asgiima (5l g
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Disney CEO Michael Eisner Successor

Even in the case where performance is below par, some boards still select an insider.

This is exemplified by the choice of Robert Iger to replace longtime Disney CEO Michael
Eisner. There was some initial criticism of the choice, with a few analysts expressing
doubts about Iger’s capabilities or ability to be independent from Eisner.

Yet, he began to establish his own course for the firm shortly after his appointment. His
independence received a boost when Eisner’s chief strategy officer was demoted

aogalsl
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CEO of Sony Howard Stringer Selection

* The recent selection of Sir Howard Stringer as C EO of Sony suggests changes in that

firm’s future.

* He is not only an outsider but also a foreigner. His selection as Sony’s new CEO may be
a result of increasing globalization and may be a harbinger of future appointments like

this one

NEJONEs/7CNE
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Balanced Scorecard

 DuPont’s Engineering Polymers Division uses the balanced scorecard to align
employees, business units, and shared services around a common strategy

involving productivity improvements and revenue growth
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Balanced Scorecard

Balanced Scorecard Framework*

| ] | ] OJ

Financial o 5
SIS

To succeed n&cﬁr é"ﬁ?
firarieially, how ¥
should we appear
to onr
shareho lders?

Customer §a= ﬁ@ /8 Internal Business ,;g."‘*aj 5;,;: c
To achieve our A O e Vision To satisfirour o aﬁ-“ _f;u?
vision, how O ‘ and * shercholdrs and /S S
shonld we appear customers, what
to our H Strategy business
custorne ra? processes mist

' we excel at?

Learning &Gr ﬂwl:h. S

i
B
Tao achieswe our ¢ %‘9 i é;‘“*
vision, how will O N

we sustain our
ability o change
and improe?

* Adapted feoen Faplan & Horton 199, The Bolowed Soorecard . Harvard Business 5 chool Press: 9. Onzinal fioom HEE JTanFeb 1956, p. 76
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Balanced Scorecard

Perspectives Criteria
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Balanced Scorecard

Financial perspective
CSF* Measures

Survival Cash flow

Internal perspective

CSF* Measures
IT systems Performance
development per £ invested
(vs. competitors)
@ Features
o Cost

S0 & P4 The balanced scorecard: an example

Customer perspective
CSF* Measures
Customer service o Delivery time
(standard products) & Maintenance
response time

Innovation and learning perspective

CSF* Measures
Service leadership @ Speed to market
(new standards)
@ Speed of imitation
(robustness)

* CSF = critical success factor

o Jeas] — dbgame Gsdxl e

aogalsl

J-o-c]
U

L ALY A AT Y



401 1 Fdol | rdol |

Components of Balanced Scorecard

- Objectives—high-level organizational goals that state what your organization is

trying to accomplish strategically, broken down according to the four perspectives

- Measures —key performance indicators (KPIs) that help you understand if you’re

accomplishing your objectives strategically.

- Initiatives—key action programs developed to achieve your objectives, sometimes

referred to as projects.

aogalsl
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Balanced Scorecard Example:
Strategic Map For a Craft Brewery

Financial Perspective

Customer
Perspective

Internal process
perspective

Learning and Growth
perspective

Increase Revenue

Have a high average
customer rating

Offer a choice of
sales channels

Have a Skilled Sales

Increase net Revenue
by 10%

Increase the value of
each purchase by
15% on average

Transfer at least 30%
of sales to new sales
channels

Train 100% of the
sales team

i Jas] = b sima il gax

Financial statements

Value of invoices for
each individual sale

% of sales per
channel

Number of
certificates acquired
by the team

Develop new credit
policies for
distributors

Improve the product
mix and create
combo deals

Implement
telemarketing and an
online store

Develop a
partnership with a
business selling
online courses
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| Objectives

Financial
Perspective

Customer
Perspective

Balanced Scorecard Example:
Strategic Map For a Jewelry Store

To Increase
profitability

To Have a more
attractive store for
customers

Increase the
profitability of the
company by 15%

Financial
statements

Increase the
average number of
daily visits of
customers by 20%

Count of customers

o Jes] — dbgaxe Ggbxl punx

Negotiate
installments
partnerships with
credit card
companies

Improve window

jewelry display and

invest in social
media

55
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Internal process perspective

Learning and Growth
perspective

Balanced Scorecard Example:
Strategic Map For a Jewelry Store

Increase the
number of
compliments in
customer services
by 15% and
reduce complaints
by 80%

To be a
benchmark in
customer service

Statistical analysis
of customer
service reports

To have a sales
force of
experienced
professionals

Number of new
contracts Vs staff
terminations

Replace 30% of
the salespeople

i Jas] = b sima il gax

Redesign the
customer service
process

Develop a
partnership with a
business selling
online courses
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Activity: Create a Balanced Scorecard Strategy

Objectives

Map

Goals

Indicators Initiatives

Financial
Perspective

Customer
Perspective

Internal
process
perspective

Learning and
Growth
perspective

aogalsl
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Training and Coaching
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Employee Performance

e |t depends on strengths

e Strengths can be evaluated using VRIO model

o Jeas] — dbgame Gsdxl e
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VRIO Model

SUSTAINED
COMPETITIVE
ADVANTAGE

COMPETITIVE COMPETITIVE TEMPORARY S
DISADVANTAGE PARITY COMPETITIVE COMPETITIVE
ADVANTAGE ADVANTAGE
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Management Functions PLOCS and Performance

* Planning
 Leading

* Qrganizing
e Control

e Staffing

aogalsl
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Planning Model

Situational analysis either internal or external
Objectives SMART

Strategies growth competitive BOS entry
Tactics / actions / action plan

Resources: FR / HR/ Equipment / materials
Implementation

Evaluation KPIs

o Jeas] — dbgame Gsdxl e
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Situation
Objectives
Strategy
Tactics

How to be a Good Planner

Planning model

SOST+6 Ms

Men

Money
Machines
Materials
Minutes
Measurements

o Jeas] — dbgame Gsdxl e
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Insights
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Long Term
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What Focus Really Means:
Learning From Bill Gates,
Warren Buffett And Steve Jobs

Rainer Zitelmann contributor ®
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Mike flint
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Warren Buffett’s 5/25 Strategy

STER A

STEP 2. STEP 3
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Pareto ratio

? 0% EFFORT

RESULTS
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80/20
e 20% customers 80% revenue
© 20% ieviien, 80% revenue
© 20% coiieiiiie, 80% revenue
© 20% .ovviiiien 80% revenue
© 20% ioiiiie e, 80% revenue
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80/20
20% customers 80% revenue
20% products 80% revenue
20% salespeople 80% revenue
20% regions 80% revenue

20% marketing expenses 80% revenue

o Jeas] — dbgame Gsdxl e
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How Steve Jobs’ 80/20 thinking saved
Apple from bankruptcy?

Published on December 30, 2017

Did you know what Steve Jobs did after his comeback to Apple?

o Jeas] — dbgame Gsdxl e
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Goal Setting

* Goal setting can be used in every single area of your life, including financial,
physical, personal development, relationships, or even spiritual.

aogalsl

J-o-<l

75 1
Db ] — A ghe (5anl apan Wy

L ALY A AT Y



401 1 Fdol | rdol |

Setting SMART Goals

* SMART is an acronym that represents important characteristics, which goals have to
comply to in order to be effective and achieve their objectives.

e |t stands for:

* Specific

* Measurable
* Ambitious
* Relevant

* Time bound

aogalsl
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Marketing objectives
Financial objectives

Operational objectives

Types Of Objectives

o Jeas] — dbgame Gsdxl e
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Cascading Goals with Purpose

oo Jesl — dbgaze Fobdl juax



401 1 Fdol | rdol |

What is Cascading Goals?

Cascading goals are an organizational structure that aligns a
company’s goals across multiple levels.

All these goals contribute to the overall strategic direction of
the organization.

Typically, the main strategic goals are set at the executive level,
and those touchpoints funnel down into different levels of
management and individual objectives.

o Jeas] — dbgame Gsdxl e
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Levels of Goals/Plans

- Strateocic Goa i “':" '\»' :
(Organization as a whole)

ki

Tactical Goals/Plans
Middle Management
(Major divisions, functions)

o Jee] — dbgase @izl prexr
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Implement Cascading Goals

 When implementing cascading Goals, make the goals

i Jos] — dbgaze Godl pper

Connected across
levels
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Leading /Coaching

Diego Armando Maradona

— B
=

o B

= . R
ﬂ* o

8

Won the world Cup Argentina Knocked out
Trophy as a player in from World Cup Mondial
1986 in 2010 when he was the
coach
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= Observation
= Analysis

= Feedback (communication)

Steps
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Qualities of a Good Coach

Positive &
Enthusiastic

& .
Good Listener _— y Observant
/ Qualities ( ; y

N

1\

Good

: Knowledgeable
Communicator

D Jes] — A gama (Byiol puaz

aogalsl

y-o-<l



401 1 Fdol | rdol |

Qualities of a Good Coach

Supportive

Empowering | 1 Patient

N\

\

Respectful
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Number
of employee
at Each

Level

Qualities of a Good Coach

1. Most of time with low 2. Most of time with high
performers performers

/

< | 3. Equal time with \
everyone (democratic)

Lowest Middle Highest
employee Performance Levels
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Qualities of a Good Coach

4. You get more value from your coaching time by developing
and motivating your middle performers and
retaining/leveraging your top performers

Try to shift
Number the
of employee performance
at Each curvell
Level

Lowest Middle Highest

employee Performance Levels

aogalsl

J-o<l|
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Qualities of a Good Coach

Performance Trend

Declining Improving
High Performer A B
Middle Performer C D
Low Performer E F
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O 0 N o Uk w N e

Feedback

Preparation

Start with positives 4:1

Ask the employee ..... Feedback
State the negative behavior
Example by example

Negative consequences

Ask employee recommendations
Manager recommendations

Contract

o Jeas] — dbgame Gsdxl e

aogalsl

J-o<l
Ui

L ALY A AT Y



401 1 4ol | rgoj |

Leading / Motivation
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Leading / Motivation

STEP 1: Need
Need to complet
a report in two

: \

STEP 2: Buildup of Tension

weeks.
Steps in the
Motivational Cycle St

Feel freedom to
satisfy other needs.

STEP 4:

report.

Achievment of Goal

Turn in completed : —

Worry that time will run out;
Doubts about abilities;

Fear of failure;

Set aside other needs.

STEP 3: Focused Activities
Research the topic;

Take notes;

Prepare the outline;

Write the report.
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Maslow ....... Jordan

Motivation increases Being (growth)

as needs are met Needs
Motivation Deficiency
decreases : Needs
as needs Love/belonging

are met /
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Effective Punishment

Private

Fair
Informative
Focused
Immediate
Intense

Should not be followed by a reward
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Effective Punishment

“Today is hard. B .
tomorrow will be W
worse, but the day o

after tomorrow will . /
be sunshine.” 4 .:

Jack Ma ,
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Effective Punishment
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Pygmalion

VA AN
o g3
N 74
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Pygmalion
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Organizing

* Allocating tasks to people

* Main objective is to avoid duplication
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Span of Control

How to widen the span of control ?
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Control

 Benchmarks / KPlIs

e Quantitative versus qualitative KPls

e Lead versus lag KPls
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* Knowledge
e Skills

e Attitude

Staffing

KSA or ASK
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* Halo effect

* Horn effect

* Stereotyping
* Contrast error

e Survival bias

Staffing Mistakes
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