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Self Serve

Bob McCool

Executive Vice President

Americas Marketing & Refining Division
Mobil Oil Corp.

Fairfax, Va.

Mobil 1990-1994

* Financial

Operations in over 100 countries
With Exxon and Shell among the top three integrated oil, gas & petrochemical

companies
» 1995 ROCE was w ranked at 4" among 14 major integrated oil
companies

Average RoE from 1991 to 1995 was 19.1% was highest among the 14 major
oil companies

In 1992 USM&R had reported an operating loss and turnaround started in
1993

* Low RO, focus on downsizing, little room for investments, short-term
focus.
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Mobil 1990-1994
__—

* Processes
* Mobil had five major divisions
 Exploration & Production |
« Marketing & Refining (M&R) 2
« Chemical, Mining & Minerals & Real Estate \

/

* M&R processed crude oil into fuels, lubricants, and petrochemical feedstock at 20

refineries in 12 countries

* M&R also distributed Mobil products to 19,000 service stations in more than 100

countries

« Product sales had grown by more than 5% per year over the last five years.
* Functional organisation and management, low focus on the value chain

across functions, low process innovation.

* Culture of control, practical thinking, functional competence in management,
centralised control, stiff organisation, low strategic understanding.
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Mobil 1990-1994

 Customers

* USM&R was the fifth largest refiner in US.

« It operated five refineries and had more than 7,700 service stations.

« It sold 23 Million gallons of gasoline per day with a market share o.
(number four in US)

« Mobil’s retail network was highly concentrated in the 18 states where it sold
95% of its gasoline 50

* Mobil was the largest marketer of finished lubricant with 12% market share

+ Strong brand, strained relation to service stations, focus on price and
v_olmg—rpgn value and brand. Low differentiation opposed to the
final customer.

New Strategy

» Customers as two sub-teams:
« Service stations (direct)
« Final customer (indirect)

* Direct Customer Strategy
« Service stations are both customer and sales channels
« New products and services.

« Good dealer relationships, the most efficient dealer, national brand-
building, new C-stores.

I
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New Strategy =P e e
+ Indirect Customer Segments: ~ %,5: ke 5wt
* Road Warriors (16%): High income, middle aged, drive 25k+ miles/year,
premium gasoline, credit card, shop and wash
N * True Blues oderate to high income, brand loyal, cash, frequently buy
W’" T BI 16%) Mod high i brand loyal h, fi ly b

_ premium gasoline —

3 * Generation F3 (27%): Fuel, food & fast — upwardly mobile under 25, always
on the go, drive a lot
* Homebodies (21%): Housewives shuttle children, groceries, fillup at closest
pump
<+ Price (20%): Not loyal to brand or pump, rarely buy premium fuel, look for
discounts & offers .

» Mobil chose a customer segmentation strategy:
« Target groups RW, TB and G-F3.
« Identify and fulfil the segment's needs.

New Strategy B2 Pri

* In 1994 McCool decided to decentralize decision making to managers
closer to customers

* He reorganized USM&R into 17 National Business Units (NBUs) and
14 Service Companies. 14 Sl ()Jé;u
* The NBUs included
* Sales & distribution H Q
* Integrated refining, sales & distribution
* Specialised products Lu\_,,% /\
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McCool’s Priorities

e Communicate to all within the organisation about a new customer-
orientated strategy, offering further segmentation.

* Emphasise that the main objective is to create long-term financial
results through expansion/development of the new products,
customer relations and competency.

* Train organisation leaders (function specialists) in general
management—i.e. to manage the new business—and service section,
focusing on the value chain.

* Create a broad understanding of the strategy, so everyone can
contribute to its implementation through initiative.

* Change the centralised culture and put focus on dialogue and what
Mobil can do for their customers.

What is BSC?

The Balanced Scorecard is a management tool that provides
stakeholders with a comprehensive measure of how the
organization is progressing towards the achievement of its

strategic goals.
QROCES

\

Like a flight simulator

( Work proactivelyto prevent fuure safey events )

It Provide a Visual picture of

Strategy with cause and

effect connections, business
~ X T \ goals, initiatives, and metrics
[
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BSC History
Measurement Alignment and Enterprise-wide
Snc Conglmunication Strategic

Reporting Management

1992 1996 2000

Articles in Harvard Business Review: Acceptance and Acclaim:

= “The Balanced Scorecard — = “The Balanced
Measures that Drive Performance” Scorecard” is translated THE
January - February 1992 “ W N into 18 languages STRATEGY:

= “Putting the Balanced Scorecard to [ L i J, = Selected by Harvard
Work” September - October j% Sl "Hlﬂlw-“ll' Business Review as ORGANIZATION

® “Using the Balanced Scorecard as - MUIUATIIY ~ one OI_I 'hf “most R
a Strategic Management System” David P:Norton ;‘;P;icins ;;?::9;!?7"5 DAVIDRNORTON
January - February 1996 years=-
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The Strategy Focused Organization Why BSC?

* The Five Principles * Traditional financial reports look backward

1. Translate the strategy to operational terms. * Reflect only the past: spending incurred, and revenues earned

2. Align the organization to the strategy * Does not measure creation or destruction of future economic

Bound gty
R

3. Make strategy everyone’s job. value

4. Make strategy a continual process. * Inability to measure intangible assets
-

5. Mobilize change through executive leadership

13 14

Why BSC? The Four Perspectives

Mol X~ 1MV
» The Balanced Scorecard identifies the factors that create long-term economic Profit Driven ?\05’&
value in an organization, for example: * What must we do to satisfy our ghareholders? 6,\0@ Financial Perspective + What must vge do to satisfy our financial

* Customer Focus: satisfy, retain and acquire customers in targeted segments

What are our fiscal obligations?
* Business Processes: deliver the value proposition to targeted customers
DTS TTORESSES

- - . *  What do our gustomers expect from us? Customer Perspective « \Whgis our, ?
innovative products and services + What do our customers expect from us?

* high-quality, flexible, and responsive operating processes

+ excellent post-sales support +  What intermal processes must we excel at to

. L. P I . PP & h: «  What jnternal processes must we excel at to Internal Perspective satisfy our fiscal obligations, our customers and

rganizational Learnin; Growth: satisfy our shareholder and customer? the requirements of our mission?

« develop skilled, motivated employees; H \ ol d devel §

. . - . +  How must our people learn and develop gkills to
provide access to strategic information * How must our people learn and develop skills Learning & Growth espond to these and future challenges?

« align individuals and teams to business unit objectives torespong to these and future challenges? Perspective

‘ Answering these questions is the first step to develop a Balanced Scorecard

15 16



The Four Perspectives

‘ The Vision \ Specifies the critical elements
. . and their linkages for an

\ ar ElnanclallRe; ,P,::,amw organizations strategy

ow will we fook | "o

o6ur - Sharehoider
shareholdgrs?” | Vaue

ix Customer Perspective

must we serve?” | Y

“Me ement is the | that \ internal i
gives clarity to vague concepts” %?s‘m’mm -cycle Tme

+Productivity

business processes | +Cost
must we éxcel?

Powerful diagnostic tool

“Measurement is used to

communicate, not simply to control” Learning and Growth

“To excel inour | Igen ke,
ProgESer™ WAt | mprovement
organization learn?|" nslectuel

17

Financial / Regulatory Perspective

* To satisfy our constituents, what financial and regulatory objectives
must we accomplish?

* Revenue growth
* Productivity .
The FINANCIAL perspective
is the MAIN perspective of

Balanced Scorecard

* Possible Performance Measures
¢ Cost / Unit
* Unfunded Requirements or Projects
* Cost of Service
* Budget Projections and Targets

Customer Perspective

* To achieve our vision, what customer needs must we serve?

« Differentiate from competitors to attract, retain and satisfy customers
* Operational excellence
¢ Customer intimacy
* Product leadership

* Possible Performance Measures

* Customer Satisfaction (Average)
* Satisfaction Gap Analysis (Satisfaction vs. Level of Importance)
« Satisfaction Distribution (% of each area scored)

19

18
Internal Process Perspective
* To satisfy our customers, in which business processes must we excel?
* Build the franchise
* Increase customer value
* Achieve operational excellence The generic internal value
* Become a good corporate citizen .
chain of a company
* Possible Performance Measures consists of its innovation
* Cycle Time A !
« Completion Rate operations and post sales
* Workload and Employee Utilization :
* Transactions per employee service
 Errors or Rework
20
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_ _ BSC Strategy Map
Learning & Growth Perspective

‘The Productivity Strategy
it

‘The Revenue Growth Strategy
the sources

i : i o >
* To achieve our goals and accomplish core activities, how must we Sondony LT oo |
learn, communicate and work together? " N
* Align HR & IT to strategic requirements e 2

Confidence in Our
Financial Advice

Increase Perspective
Customer Satisfaction P 2
Through Superior -
Execution
"

Internal
rs| it 5

* Possible Performance Measures
* Employee Satisfaction

pective:
* Retention and Turnover i i il il The learning & growth
* Training Hours and Resources NN poLeiming erspective is alwavs first
* Technology Investment S Z/ .p P 'Y IS always i
in the chain of cause-and-
effect relationship

nderstand
Customer
Segments.

4

Develop
Strategic
Skills

21 22

Cause and Effect Hypotheses Adapted to Non-Profit Organizations

.
s/ The Mission |
D i

F1 - mprovs Roums 0 Ratamon vestment H / Nl \

F2 - Broaden Revenue Mix 0 Revenue Growth 0 Revenue Mix 2 P
o — 207 . ) —

F3 - Reduce Cost Structure 0 Deposit Service Cost Change If we succeed, how "To achieve our vision,
1 - Increase Customer 3 Share of Segment 1 Depth of Relation will we look to our how must we look to
Satistaction With Our financial donors?” our customers?”

Products & People
G2 - Inrease Satitaction Afer \
oS ey “To satisfy our customers,
i1 - Understand Our Gustomers financial donors and mission,
12 - Create Innovative Products 3 New Product Revenue 3 Product Development Cycle what business processes
o
13 - Cross-Sell Products <‘— must we excel at?
14 - Shift Customers to Cost- 3 Channel Mix Change
Effective Channels - . —
15 - Minimize Operational 3 Service Error Rate To achieve our vision, how
Problems
16 - Responsive Service 1 Request Fulfiliment Time, must our people learn,
communicate, and work
L1 - Develop Strategic Skills 0 Strategic Job Coverage Ratio together?”
L2 - Provide Strategic Info &) gD Q Strategic Info Availability Ratio 9
L3 Align Personal Goals Q Revenue per Employee Qpersonal Goals Aignment %6) | Lo N

The Mission, rather than the financial / shareholder |
objectives, drives the organization’s strategy 1
|

Lead indicators are DRIVERS
23 24




Components of BSC

* Objectives
» These are your high-level organizational goals.
« Taking into account your already-developed company strategy, you

should be able to come up with 10-15 strategic objectives that you are
trying to accomplish.

Components of BSC

* Measures

« After you define your business’ objectives, you need to focus on its
measures.

» The measures help you determine whether you are on track to achieve
your objectives (KPIs).

» Each objective should have no more than three KPIs that indicate
whether you will achieve your objective.

« Strong KPlIs should use language that everyone in your company
understands, measure accomplishments, show success (not just a
useless metric), be able to show change over time, and reduce

25

Components of BSC

* Targets

* You should write your targets so that they relate directly to each of your
KPls.

 For each KPI, you should have an associated value.
* Your targets should be ambitious but achievable.

27

uncertainty.
26
Components of BSC
* Initiatives
* In your BSC framework, your initiatives should be the action items and
projects that you need to help your company succeed with its strategy.
» These projects have a start and end date.
* You should identify them when writing your BSC and set them up when
implementing your BSC.
* Your initiatives mean the difference between your company’s reality
and its stretch targets.
28
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Components

Perspectives

Learning Business
& Growth Processes Customer Financial

29

BSC - Caselet

* St. Mary's Hospital assembles a cross-functional team comprising
clinicians, administrators, and support staff to participate in a
workshop on creating and understanding the Balanced Scorecard.

* The workshop aims to empower participants to develop a tailored
BSC framework that addresses the unique challenges and
opportunities within the healthcare sector.

BSC - Caselet

* St. Mary's Hospital, a renowned healthcare institution, is committed
to delivering high-quality patient care while ensuring operational
efficiency and financial sustainability.

* To achieve these goals amidst evolving healthcare dynamics, the
hospital leadership recognizes the need for a strategic framework that
aligns its vision with actionable objectives across all levels of the
organization.

* As part of this endeavor, St. Mary's Hospital embarks on a journey to
implement the Balanced Scorecard (BSC) framework.

30

31

BSC - Caselet

* Step 1: Understanding the Current State:

* Participants begin by conducting a thorough analysis of St. Mary's Hospital's
current state, identifying key strengths, weaknesses, opportunities, and
threats.

* They examine existing strategic plans, performance metrics, and operational
processes to gain insights into the organization's performance and areas for
improvement.

32
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BSC - Caselet

« Step 2: Defining Strategic Objectives:

* Drawing upon the hospital's mission and vision, participants collaboratively
define strategic objectives across four perspectives of the Balanced Scorecard:

Financial: Ensure sustainable financial performance while providing affordable
healthcare services.

=2t

Patient Experience: Enhance patient satisfaction, safety, and outcomes through
personalized care and effective communication.

Operational Excellence: Streamline processes, optimize resource utilization, and improve
clinical outcomes through evidence-based practices.

Learning and Growth: Foster a culture of continuous-learning, innovation, and
professional development among staff members.

,-L\b;‘\:_
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Customer Perspective
I ——

Components

Objectives Measures Targets Initiatives

Enhance patient
satisfaction, safety, and
outcomes through
personalized care and
effective communication

Step 3: Developing Key Performance Indicators (KPIs):

For each strategic objective, participants identify relevant KPIs that measure progress
and success. These KPIs are selected based on their ability to provide actionable insights
and drive performance improvement.

Financial Perspective

_

Components

Objectives Measures Initiatives
Ensure sustainable financial |

performance while
providing affordable

healthcare services

s
o
c
©

£

-

Step 3: Developing Key Performance Indicators (KPIs):
For each strategic objective, participants identify relevant KPIs that measure progress

and success. These KPIs are selected based on their ability to provide actionable insights
and drive performance improvement.

34
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Internal Perspective

Components

Objectives Measures Targets Initiatives

Streamline processes,
optimize resource
€ [8s0MIes
utilization, and improve
o QProve,
clinical outcomes through

evidence-based practices

Step 3: Developing Key Performance Indicators (KPIs):
For each strategic objective, participants identify relevant KPIs that measure progress

and success. These KPIs are selected based on their ability to provide actionable insights
and drive performance improvement.
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Learning & Growth Perspective

Components

Objectives Measures Initiatives

Foster a culture of
continuous learning,

innovation, and
professional development
among staff members

Learning
& Growth

2. ldeaVon

3. G\ Lo e
Step 3: Developing Key Performance Indicators (KPIs):
For each strategic objective, participants identify relevant KPIs that measure progress
and success. These KPIs are selected based on their ability to provide actionable insights
and drive performance improvement.

BSC - Caselet

* Step 4: Aligning Initiatives and Resources:
* Participants map out initiatives and allocate resources to support the
achievement of strategic objectives.
 They prioritize projects based on their potential impact, feasibility, and
alignment with organizational priorities.
 Cross-functional collaboration is emphasized to ensure seamless
implementation and integration of initiatives across departments.

37

Gap Between Strategy and Action

Strategy Is a Step In a Continuum

MISSION
Why we exist
VALUES
What's important to us
VISION
What we want to be

STRATEGY

| |

Satisfied Motivated & Prepared
SHAREHOLDERS

39

38

BSC Bridges that Gap

Strategy Is a Step In a Continuum

MISSION
Why we exist

VALUES
What'’s important to us

Ideally separate
balanced scorecard
should be there for
each SBU / Division

VISION

What we want to be

STRATEGY
Our game plan

PERSONAL OBJECTIVES
What | need to do

Satisfied Delighted Efficient and Effective Motivated & Prepared
SHAREHOLDERS CUSTOMERS PROCESSES WORKFORCE

4/22/24
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Five Steps of Strategic Planning Process
wZfo
N

Agoal of the highest level of D} &
mmmmmm  abstraction; a context for all —

Guiding principles of an The picture of the future as

organization seen by the organization

other goals and actions BSG DES'GNER
STEP 3 - DESCRIPTION STEP 2 - FORMULATION
BUSINESS GOALS STRATEGY MAP e STRATEGIC PRIORITIES
NI D CIHAD Business goals connected by The pillars for the future BALANCED SCORECARD,
strategy; formulate the — SWOT, VRIO, PESTEL, GAP
cause-and-effect logic strategy ANALYSIS, RISK

strategic hypothesis

INITIATIVES @

\__ ” STEP 4 - CASCADING STEP 5 - EXECUTION
goals l:|al make them  — :oal F:g::glﬁ;’;: -1 @  Working on strategic
tangible \@ - initiatives

Tracking efforts and
LEADING METRICS LAGGING METRICS
AT EEE SEREIE Validation of the results achieved

Quantification of the business

results with KPIs.
Reporting

4 strategic management process linked to BSC

Translating the Vision into Strategic Objectives and Measures

Communicating and Linking the Balanced Scorecard
Planning and Target Setting

Eal A

Strategic Feedback and Learning

Balanced Scorecard is a Strategic System
Only those stakeholders vital for achieving the firm strategy should be
included in the scorecard

41

Disadvantages of BSC

* A typical misleading idea is that it is all about “balancing” KPIs by
placing them into the four perspectives.
* Focuses extensively on the internal factors at the cost of the external
environment
* Lack of risk analysis and time dimension
* The choice of indicators is not validated

* The bottom-up approach is not the way many teams think about
strategy and can lead to confusion.

* Consultants can only do so much
* Strategy Maps/KPIs are hard to maintain
* Cultural Change required

43
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What is BSC?

* Balances financial and non-financial measures

 Balances short and long-term measures

* Balances performance drivers (leading indicators) with outcome measures
(lagging indicators)

 Should contain just enough data to give a complete picture of organizational
performance... and no more!

* Leads to strategic focus and organizational alignment.

https://hbr.org/video/3633937148001/the-explainer-the-balanced-scorecard
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