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� ������measure shareholder value and address a key 

challenge faced by a Jamaican firm in measuring shareholder challenge faced by a Jamaican firm in measuring shareholder 

value (estimating cost of equity)

� The need to have an integrated approach to create shareholder 

value

� An important tool “Value Map” to facilitate value creation.

� Some of the strategies adopted by a successful Jamaican � Some of the strategies adopted by a successful Jamaican 

company which has helped consistently in enhancing 

shareholder value��

�

shareholder value��
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The general belief is that the purpose of a business is to The general belief is that the purpose of a business is to 

increase shareholder value. 

Let us first look at what shareholder value means. There 

are a number of ways to describe shareholder value, are a number of ways to describe shareholder value, 

including:

The value delivered to shareholders through The value delivered to shareholders through 

management’s ability to grow dividends and share price.

The value of the company (Firm or Enterprise value) less 

debt. 

�

debt. 
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How do we know if we are creating shareholder value?How do we know if we are creating shareholder value?

Goodyear Jamaica went into voluntary liquidation in Goodyear Jamaica went into voluntary liquidation in 

December 2008. In 2007, Goodyear reported a profit of December 2008. In 2007, Goodyear reported a profit of 

$13.6 million.   Did they create shareholder value?

�
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As at December 31, 2007, GY’s reported equity was $470 As at December 31, 2007, GY’s reported equity was $470 

million. A profit of $13.6 million amounted to a return of 

2.9% to the shareholder. At this level of return it had the 2.9% to the shareholder. At this level of return it had the 

effect of destroying the shareholder value. 

This is one of the deficiencies with our generally accepted 

accounting conventions, in arriving at profit, we deduct all accounting conventions, in arriving at profit, we deduct all 

costs including debt finance, but there is no recognition of 

the cost of equity capital.   

�
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At the time of announcing the liquidation, GY’s share price At the time of announcing the liquidation, GY’s share price 
was $3.26 per share which was substantially below book 
value. Since December 2008, GY Shareholders have value. Since December 2008, GY Shareholders have 
already been paid interim distributions of $5.43 which 
means they have already received 67% more than the means they have already received 67% more than the 
share price. 

This should be looked at in the context that share prices for This should be looked at in the context that share prices for 
over 90% of the companies listed on the JSE trade below 
the peak May 2008 prices, and the highest reported gain the peak May 2008 prices, and the highest reported gain 
between May 2008 and March 2011 was only 24% 
recorded by Seprod Limited.

�

recorded by Seprod Limited.
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As at March 31, 2011, of the companies listed on the JSE, As at March 31, 2011, of the companies listed on the JSE, 

69% traded below their book values. 

Some companies may have to evaluate if the business can 

generate more value as a going concern. generate more value as a going concern. 

Disposing underperforming units, mergers and 

acquisitions, and even liquidation can maximize 

shareholder value. shareholder value. 

�
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There are a number of methods used in practice to estimate There are a number of methods used in practice to estimate 
value of a company.

���������	
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ValueValue

Asset 
Based

Earnings Based

E.g., Using P/E 
Multiples

Dividend 
Based

D

Cash 
Flow 

Based

Value 
Based

Economic Based Multiples D1
Ke-g

Based

DCF, Free 
Cash Flow

Economic 
Value 

Added*

*Economic Value Added is a trademark of Stern Stewart & Co.

�
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Cash Flow Based Method is considered superior to Cash Flow Based Method is considered superior to 
Assets or Earnings Based methods

� If the cash flows are based on Free Cash Flows for Firm the � If the cash flows are based on Free Cash Flows for Firm the 

appropriate discount rate would be the weighted average cost of 

capital.  Estimating Weighed Average Cost of Capital requires Cost of capital.  Estimating Weighed Average Cost of Capital requires Cost of 

Debt and Cost of Equity.  Estimating Cost of Debt is usually fairly 

straightforward but estimating Cost of Equity is challenging especially 

for a Jamaican company as we do not have necessary published 

research data that is available in developed markets.  

� One of the key issues for a financial manager of a Jamaican company 

is to determine the Cost of Equity for his or her business.

�

is to determine the Cost of Equity for his or her business.
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The Cost of Equity is influenced by a number of factors The Cost of Equity is influenced by a number of factors 

including:

Riskiness of the investment

Size of the investment

Inflation expectationsInflation expectations

Capital structure/leverage
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Estimating Cost of Equity using CAPMEstimating Cost of Equity using CAPM

%

Risk Free Rate xxRisk Free Rate xx

Equity Risk Premium xx

Levered Equity Beta x

Equity Risk premium for the subject company xx

xx

Unsystematic Risk Factors:Unsystematic Risk Factors:

Size Premium x

Company Specific Risk x

Country Adjustment Factor xCountry Adjustment Factor x

Cost of Equity xx

�
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The CAMP above computation is fairly complex for a The CAMP above computation is fairly complex for a 

Jamaican company and heavily reliant on third party 

research. 

It is difficult to validate the reasonableness of the It is difficult to validate the reasonableness of the 

specific risk premiums derived for a subject company.

A more practical approach to estimating Cost of Equity 

for a Jamaican company is the Build-up Method. for a Jamaican company is the Build-up Method. 

��
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Build-up method also starts with a base risk premium but Build-up method also starts with a base risk premium but 

will require plus or minus adjustments for factors such as:

Company’s industryCompany’s industry

Financial risk

Diversification of company’s operations

Other operational characteristics.Other operational characteristics.

Based on my experience in valuing companies for over 20 

years I have found Build-up Method more useful in our years I have found Build-up Method more useful in our 

environment than the Capital Asset Pricing Model.  

��
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Risk Factors
The Company's Industry
Susceptibility to economic downturns
Competition

The Diversification of Company's 
Operations
Products
CustomersCompetition

Growth trend
Sub Total

Customers
Sources of supply
Geographical locations
Sub Total

Financial Risk
Level of gearing
Liquidity ratios

Sub Total

Other Operational Characteristics
Management - depth and Liquidity ratios

Interest cover
Receivable period
Inventory period

Management - depth and 
competence
Management - continuity
Marketing strengths

Earnings history
Tangible asset backing
Sub Total

Labour relations
Dependence of key managers
Potential legal exposure
Contractual arrangements

��
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Contractual arrangements
Sub Total

Total



An Integrated Approach to Shareholders’ ValueAn Integrated Approach to Shareholders’ Value

Most companies in Jamaica do not have an integrated approach to 

create shareholder value. create shareholder value. 

I am aware of several companies that have attempted value based 

management with mixed results.  According the Group CFO of one 

of the well-known privately held group of companies, main reasons 

for their failure in implementing VBM included:

Failure of line managers to understand the concept as they were Failure of line managers to understand the concept as they were 

always busy with running day to day operations.

Inability to translate specific activities to value creation.  

��

Inability to translate specific activities to value creation.  
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One of the key challenges faced in implementing a value based strategy is One of the key challenges faced in implementing a value based strategy is 

inability to translate or relate activities to value.  To address this issue, 

Deloitte has developed Enterprise Value MapTM which is a framework that Deloitte has developed Enterprise Value Map which is a framework that 

links shareholder value to various strategies and activities companies can 

undertake or improve on them.  

The Value Map is:

A tool to capture the relationships between the financial and operating A tool to capture the relationships between the financial and operating 

value drivers (financial, employee and customer related) and their 

impacts on value creation.impacts on value creation.

Used to test strategy options and alternatives.

��
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It draws practical links between:It draws practical links between:

� Strategy and tactics
� What can be done and how� What can be done and how
� The income statement and the balance sheet
� Organizational capability and operational execution
� Current performance and future performance

��������	�
���	��	�
�����	�� 
�	��

������ ��	
�����	��	��
����	������������
���	�	����	��

������

������������������
������

������� ��������
!"�	�����
����!�

#������� ��
�	�$���
��� $��� ����� ��������%� !&������'
����

�	�	��	�� ���� ��	��
���� ��
�
����	����	��

���	�����
 
	� ! ���	 ���
���

"��  	 �� � � 	  � � � � � 	
� 	 � � 
 � � 	 � � �� 	  � 
 � 	 � � � � � 	 � � � �# �

�� ��������	
����	�	��������	����������	�� ����

$�%��	��!��� ���!����	����	�����	�
��
&������'
(����� �	��!��� �& �)	�
��
����	� 	���	��	 
�
���
������	�& ��	�	�	!���!*����		������	����
& 	
��� �	��� 	�+�����,	�������	����
�������	+����+
���
& ��	�!+��������� 
��
����	� �&�	�
�
�	
& �)	���� 	'

#�
��� ���
���	�
��	������  	�	��	���	
 ���	 �
���,	��		��� �
����!��� �����)	����
���	����	�����	'��$��
������� )	��� 
	� 	�����
�

������ �&��	�	+�,���
�� ���-�&�.�������	
�� 	�������� ��
��������	���
���������& ���	
&����������	�� ����
����� �
 �����!������	�
��	& ����	'

�		��	������
&��	���!�������	�
�*

� "���������	����'��/ �)
���!�����!�����+

���	� ����	����)�!���	��+���	����	��
��
���	�������#�
��� 
����	���	���	������!��

�� �
 ���������!����,-	 �
�	�'

� "���������	�,����&'��/ �)
���!�����!���+

���	� ����	����)�!���	��+�� ��	���	��	����

�������#�
��� 
����	���	���	������	�	!��� �
 

�	����������	����	�����	'

#�
����(&��

Improve
rela tionsh ip/account
developm ent
processes

Improve  processes
for genera ting ,
qua lify ing  and
ass ign ing  leads

Targe t new
geograph ies

Targe t new  segments
with in current
geograph ies

Expand sa les and
advertis ing  channels

Increase focus on
high-value/h igh-
po tential custom ers

Increase focus on
most pro fitab le
products and serv ices

Increase focus on
most effective  sales
and advertising
channels

Improve  tota l
customer experience
(pu rchasing , fu lfillment,
usage, suppo rt, se rv ice,
etc.)

Increase  focus on
h igh-va lue /h igh-
po ten tia l customers

Im prove
understand ing  of
custom er needs

Ta ilo r account
m anagement
approaches to
custom er segments

Improve  identifica tion
of cross-sell/up-se ll
opportun ities

Increase focus on
high-value/h igh-
po ten tial customers

Increase focus on
most pro fitable
products and serv ices

Increase focus on
most effective  sales
and advertising
channels

Im prove
understand ing  of
churn/defection
drivers

Increase  focus on
h igh-va lue  /high-
potentia l custom ers

Improve  brand
aw areness / Eleva te
brand image

Increase em phasis
on  supply  cha in
managem ent
(p roduction , d is tribu tion  and
sales pipe lines)

Obtain  exc lus ive
agreements w ith
partners
(li censes, d istr ibuto rsh ips,

Improve focus on
higher-va lue
segments

Rationalize and /or
re focus channel/
media  usage

Rationalize and /or
re focus product and
serv ice  portfolios

Rationalize ta rge ted
custom er segm ents

Prov ide s taff w ith
be tter m arket and
custom er in formation

Im prove  emphasis  on
product qua lity  and
ease of serv ice

D esign p roducts  for
ease-of-use  / self-
serv ice

Im prove  w orkforce
p lanning and d ispatch
processes and tools

Im prove  serv ice and
support p rocesses

Improve cred it
analys is
processes

Improve  des ign ,
developm ent and
testing p rocesses

Improve  se lection ,
acquis ition  and
contracting
processes

Im prove  rea l esta te
design  and develop-
m ent processes

Im prove  rea l esta te
se lection , acquis ition
and con tracting
processes

Im prove
recru itment and
orien tation p rocesses

Im prove
tra ining
processes

Rationalize /
consolida te vendor
portfolio

Increase use o f low er-
cost channe ls
(se lf-se rvice , etc .)

Improve  product
procurem ent
processes
(equipment, supp lies, e tc .)

Improve  service
procurem ent
processes
(trave l, con tract labo r, etc .)

Im prove
strategic  p lanning
processes

Im prove
program p lann ing
processes

Im prove
cash/treasury
m anagement
practices

Im prove debt and
equity  managem ent
processes

Increase  focus on
m aterials-effic ien t
p roduction
m echan isms

R ationa lize and /or
re focus p roduct
portfo lio

Increase  em phasis  on
designing fo r
m aterials  effic iency

R ationa lize/
conso lidate  vendor
portfo lio

Im prove o rdering and
rece ipt p rocesses
(raw  mate ria ls , inte rmed ia te
ma te ria ls , fin ished
components, etc .)

Im prove m ateria ls
e fficiency o f
p roduction p rocesses

D esign p roducts  to
use cost-e ffective
m aterials

R ationa lize  and/or
refocus product
portfolio

Im prove  focus on
h igher-va lue  p roducts

Increase  use  of low er-
cost p roduction
channe ls

Im prove
production  schedu ling
and s tag ing
processes

Im prove
m anufacturing  and
qua lity  control
p rocesses

Rationalize and /or
re focus product
portfo lio

Rationalize/
conso lida te vendor
portfo lio

Improve focus on
higher-va lue  vendor
re lationsh ips

Improve
merchand ise
ordering  and receip t
processes

R ationa lize  and /or
re focus p roduct
portfo lio

Increase  em phasis  on
designing and
packaging
fo r dis tribution

Increase  quality  and
consistency o f
m ateria ls

Increase  use  of lower-
cost logis tics and
d istribution channe ls

Im prove  inventory
rece ipt and  s torage
processes

Im prove  focus on
h igher-va lue  customer
segm ents and
products

R ationa lize  and/or
rea lign  product
deve lopment
e fforts

Increase  use  of low er-
cost p roduct
deve lopment
channe ls

Im prove  product
conception /initiation
processes

Im prove  identification
and discon tinuation o f
unsuccessfu l
e fforts

Develop bus iness
mode ls w ith low real
esta te  requirements

Reduce num ber of
da ta cente rs , b ranch
offices, dea lerships,
re tail outle ts, e tc .

Outsource  bus iness
functions

Reconfigure  facilities  /
Increase u tiliza tion  of
fac ilities

Increase use o f
flex ible  fac ilities

R ationa lize  and/or
refocus p roduct and
serv ice portfolios

Outsource  bus iness
functions

Increase  use o f
flex ib le /expandab le
production  equipment

Increase  em phasis  on
design  for
m anufacturab ility  and
serv ice

Rationalize and/or
re focus product
portfo lio

Rationalize and/or
re focus custom er
segments and
dis tribu tion channels

Develop low-Inventory
business m odels

Increase emphasis
on  bu ild-to-o rder

Improve
co llabora tion  with
vendors/partners

Improve
demand fo recasting

R ationa lize  and/or
refocus p roduct
portfolio

R ationa lize  raw
m ateria ls

Im prove
dem and fo recasting

C oordinate
m anagement o f
cred it/receivables
across business un its

Increase  focus on
customer segments
w ith low cred it/loan
needs

T igh ten  cred it/loan
te rm s

C oord ina te
m anagement of
payab les across
business units

Leverage credit rating
to  leng then paym ent
cyc les and  reduce
in terest ra tes

Leverage breadth  o f
vendor re la tionships
to  leng then paym ent
cyc les

Im prove  iden tification
and predic tion  of
industry  and  marke t
trends

Im prove  iden tification
o f opportun ities and
threa ts

Improve s tructu ring
and launch o f
cohesive  p rogram
portfo lios

Improve a lignment o f
projects w ith p rogram
and bus iness
ob jectives

Im prove
m easurement and
reporting  of
operationa l and
financial perform ance

Im prove  effectiveness
o f organ iza tional
s tructu res and
governance m ode ls

Increase  em phasis  on
qua lity  m anagement
and benchmark ing

Im prove ability  to
iden tify  and assess
partnering
opportun ities

Improve  identifica tion
of opportunities to
increase va lue  to
stakeho lders

Improve  understand-
ing  of s takeholder
inte rests  (customers,
sha reho lde rs, regu lato rs,
em ployees, supp liers,
pa rtne rs, a lumn i, etc .)

Im prove  ag ility  and
flex ib ility  of
o rganizationa l
s tructu res

Im prove  ag ility  and
flex ib ility  of
governance m ode ls

Im prove  flex ibility
o f bus iness
processes

R ationalize
custom er portfolio

Im prove  identification
o f va luab le  customer
rela tionships

R efocus and/or refine
reten tion p riorities  and
strategies

C rea te barriers  to
sw itch ing

Increase em phasis
on  d iffe ren tiated
products and serv ices

Improve
understanding o f
custom er, p roduct
and channe l
profitability

C onsolidate  or
outsource service  and
support operations

D ifferentia te  serv ice
treatm ent of
custom ers/segments

Increase use o f low er-
cost de live ry/
installa tion  channels
(se lf-se rv ice , pa rtne rs, etc .)

Increase use o f low er-
cost billing  channels
(automa ted , se lf-se rv ice,
etc.)

Diffe rentia te treatm ent
of customers/
segments

Improve emphasis  on
design  fo r packing/
sh ipp ing  effic iency

Conso lida te o r
ou tsource  order
fulfillm ent functions
(p ick, pack and sh ip,
insta ll, p rov is ion , e tc .)

Conso lida te o r
ou tsource  billing
opera tions

Conso lida te o r
ou tsource  des ign ,
developm ent and
dep loyment services

Conso lida te o r
ou tsource  opera tions
and ma in tenance
serv ices

Conso lida te o r
ou tsource  end-user
support

C onsolidate  com pany
rea l esta te/fac ilities

C onsolidate  or
outsource des ign and
deve lopment
functions

Rationa lize  IT
app lica tion  portfo lio

C onsolidate  or
outsource
im provement and
dep loym ent

C onsolidate  or
outsource p roperty
m anagement
functions

Increase  use  of lower-
cost real esta te and
fac ilities  / R elocate
business opera tions

C onso lidate  o r
ou tsource  benefits
admin is tration
functions

C onso lidate  o r
ou tsource  payro ll
functions

C onso lidate  o r
ou tsource  recru itment
functions

Refine  vendor
stra teg ies

Standard ize  p roduct
cata logs
(equipment, o ffice  supp lies,
promotional ma ter ia ls , e tc .)

Conso lida te o r
ou tsource
procurem ent functions

C onsolidate  and/or
a lign  business
p lanning,
m anagement and
reporting functions

Im prove  alignm ent of
o rganization s truc-
tu res and  governance
m odels  w ith  bus iness
strategies

C onso lidate  and /or
a lign  financ ia l
p lann ing ,
m anagement and
reporting  functions

C onso lidate  and /or
a lign  financ ia l
accounting and
analys is  functions

Increase  em phasis  on
design  for p roduction
e ffic iency

C onsolida te  o r
outsource p roduction
functions

R efine/a lign
logis tics  and
d istribution s trategies

Increase  focus on
h igher-value p roducts
and partners

C onsolidate /
outsource logis tics
and d is tribu tion
functions

R ationa lize  and /or
re focus p roduct and
serv ice portfo lios

C onsolida te  o r
outsource p roduct
deve lopment
functions

Increase  em phasis  on
m odula r, extens ible,
scalable  designs

C onsolida te
IT  systems,
production  lines and
serv ice m echan ism s

Increase emphasis  on
high-turn  products

Increase  em phasis  on
design ing  for
m anufacturing
e ffic iency

Im prove
collaboration  w ith
vendors/partners

Increase  em phasis  on
design ing  for
m ateria ls e ffic iency

Increase focus on
vendors w ith
favorable  payment
te rms

Increase  em phasis
on risk-in formed,
scenario -based
p lanning

Increase emphasis on
enterprise-w ide
program  plann ing  and
co llabora tive  program
de livery

Increase  emphasis
on  continuous,
p roactive  perform -
ance managem ent

Im prove
determination o f key
perfo rmance metrics
and ta rge ts

E stablish  a cultu re
centered on
operationa l
exce llence

Increase  focus on
partnersh ip , merger
and acqu is ition
opportun ities

Increase focus on
stakeho lder
relationsh ips

E stablish  process
improvement and
innovation  as key
com petenc ies

Establish
managem ent of key
stakeho lder
relationsh ips as
organ iza tiona l p rio rity

Increase  focus on
business ag ility  and
flex ib ility

E stablish  ag ility  and
flex ib ility  as key
com petenc ies

Imp lem ent integra ted
app lica tions across
organ iza tiona l
boundaries

Conso lida te IT ,
telecom  and ne tw ork
equ ipment and
fac ilities

U tilize m ore
e ffic ient p roduction
equ ipm ent

Improve  va lue  /
Decrease prices

Im prove  assessm ent
and benchmark ing o f
bus iness process
perfo rm ance

Increase  focus on  risk
m anagement and
regu lato ry compliance

Improve  focus on
price-insensitive
customer segm ents

Increase  em phasis  on
d ifferen tiated p ricing
across custom er
segm ents

Im prove
understand ing  of
customer price
sensitivity

Increase  em phasis
on p reventive
equ ipm ent
m aintenance

D efer/change timing
of capita l investm ents

Increase  focus on
m anageria l, forw ard-
look ing in fo rmation

Im prove
understand ing  of
p roduct/serv ice  value
to  custom ers

Increase  focus on
pric ing  e ffectiveness/
p rice  op timization

Increase  focus on
R &D , product
innovation, and
product leadership

B roaden product and
serv ice o fferings

Increase  em phasis  on
serv ice  p revention  /
R educe need for
serv ice

Increase  em phasis  on
design ing  for serv ice
effic iency and se lf-
serv ice

Increase  use o f
cheaper serv ice
channe ls

Improve  workfo rce
plann ing , d ispatch
and ass ignment
processes
and too ls

Improve  serv ice  and
support processes

C onso lida te o r
ou tsource serv ice
opera tions

R ationa lize  and/or
refocus serv ices
offe red

Improve  focus on
higher-va lue  customer
rela tionsh ips

C onvert free  serv ices
to  fee-based serv ices

E stablish  product,
serv ice and  process
innovation  as key
com petenc ies

Im prove e ffectiveness
o f organ izationa l
s tructu res

Estab lish  p rogram/
project de live ry  as a
key com petency

Im prove  a lignm ent o f
customer, product,
advertis ing , sales,
serv ice, support, and
fu lfillm ent stra teg ies

Im prove investment
re turns on cash/
treasury funds

L icense  or se ll
in tellectual capita l to
o ther en terp rises

Increase  em phasis  on
genera ting  revenue
from company assets

Increase  focus on
deve lop ing  and
protecting  in tellectua l
capita l

Increase  focus on
cred itworthy customer
segm ents

Increase focus on
expansion  of
customer
relationsh ips

Acquire competito rs

D eve lop  and leverage
strong /un ique partner
re lationships

D eve lop  and utilize
un ique phys ica l
resources
(fac ili tie s, land , e tc .)

Increase  focus on
strateg ic  asse ts

E stab lish
deve lopment of
s trateg ic  asse ts  as a
key competency

Increase  emphasis  on
leverag ing  s trategic
assets

Improve  re lationsh ip
managem ent
stra teg ies fo r key
stakeho lder g roups

Rationalize and /or
re focus product and
serv ice  portfolios

R ationa lize  and/or
refocus p roduct and
serv ice portfo lios

Im prove
com m unica tion  and
know ledge transfe r
across o rganiza tional
boundaries

C onso lidate  o r
ou tsource  learn ing
and deve lopment
functions

Increase  emphasis
on  peop le/ta len t
deve lopment

Improve  identifica tion
of s takeholder groups
and estab lishm ent of
priorities

Increase  em phasis
on des ign fo r
configurab ility /
customiza tion

Im prove  p la tform  and
portfo lio  s tra teg ies fo r
p roducts  and  services

Increase  em phasis  on
tim e-to-m arket and
tim e-to-p roduction-
vo lum e

Increase  number and
qua lity o f product and
serv ice launches

Increase  utilization o f
m odula r, reusable
designs

Im prove  collabora tion
w ith des ign,
deve lopment and
production  partners

Increase  emphasis  on
account/re la tionship
deve lopment

Im prove  account
m anagement
strateg ies

Improve  tota l
customer experience
(pu rchasing , fu lfillment,
usage, support, se rv ice,
etc.)

Increase  use  of
p rom otions

R ationa lize  and /or
refocus product and
serv ice portfo lios

Im prove  focus on
segm ents with  low er
average cost-to-serve

Increase use o f
vendor-m anaged/
vendor-w arehoused
inventory

Manage procurement
on  a na tional/globa l
bas is

Increase  focus on
component reuse

Im prove  retrieva l
p rocesses

Manage purchasing
on a nationa l/globa l
bas is

Refine  and/or align
merchand is ing
stra teg ies
(central  vs. lo ca l
merchandising , e tc .)

Ra tionalize
production fac ilities

Increase  em phasis  on
use o f comm on
com ponents

M anage m aterials
sourc ing on  a
nationa l/g loba l basis

Increase  em phasis  on
customer re tention

Im prove focus on
em ployee re ten tion

Increase  em phasis  on
cross-bus iness-un it
and  cross-company
collaboration

Increase  proactive
pursu it o f
partnersh ips, mergers
and acqu is itions

Increase  emphasis  on
custom er satis faction

R ationalize portfo lio  of
financ ial serv ices
prov iders

Increase  emphasis  on
operationa l integra tion
w ith partners

Refine  vendor/
supplier s trategies

Conso lida te o r
ou tsource
merchand is ing
functions

E stab lish
cross-com pany
co llaboration as a key
competency

Increase focus on
higher-va lue  products
and serv ices

Improve focus on
higher-va lue
advertising channe ls /
media

Focus sa les effo rts  on
higher-m arg in
products  and serv ices

Increase  use o f low er-
cost sales channels
(te lesales, ou tlets , self-
serv ice , e tc .)

Improve  focus on
higher-va lue
customers/segm ents

R ationa lize  and/or
refocus product and
serv ice  portfolios

Bypass curren t
channe ls  / S ell
directly  to  custom ers

R ationa lize  targe ted
markets  and  custom er
segments

O utsource p roperty
tax admin is tration
activ ities
(comp liance , assessmen t,
nego tiations, e tc.)

Im prove  a lignm ent o f
H R and technology
strategies with
business s tra teg ies

Increase  focus on
d ivestiture  and
re investm ent

A lign M &A  stra tegies
w ith bus iness
objectives

Increase  considera-
tion o f M& A and
d ivestiture op tions

Im prove  alignm ent of
capital budgets  and
program p lans with
business priorities

Im prove  alignm ent of
bus iness un it
s trategies with
ente rprise s trategies

Im prove a lignment o f
financ ial s trategies
w ith corpora te
stra teg ies

S trengthen
enterprise-w ide
financ ial reporting
standards

Increase focus on
business ins ight and
fo rward-look ing
in form ation

Im prove  integra tion  of
short- and long-term
business plann ing

Increase emphasis on
continuous, p roactive
management of
investm ent portfolios

Improve e ffectiveness
of p rogram/project
governance models

Increase  focus on  key
perfo rmance metrics

Increase  focus on
business con tinuity
p lanning

Increase focus on
project quality  and
risk managem ent

Increase focus on
realization o f targeted
business benefits

Im prove ability  to
structu re and
im plement durable ,
m utua lly  benefic ial
partnersh ips

R ationalize/
conso lida te vendor
portfo lio

R efine  days-
ou tstanding  s trategy

R efine cred it/days-
rece ivab le  s trategy

Im prove  managem ent
o f credit risk across
business un its
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- W hat you provide
- W hom you target and serve
- How  you com pete
- W here you deploy resources
- W hich operations you outsource

A cquire New  Custom ers Retain  and G row  Current
Customers

Leverage Incom e-
G enerating Assets S trengthen Pricing

Im prove
Custom er In teraction

Efficiency

Im prove
Corporate/Shared Services

Efficiency

Im prove
D evelopm ent &  Production

Efficiency

Improve
Logistics &  Service

Provision
Efficiency

Improve
PP& E

Efficiency

Im prove
Inventory
E fficiency

Im prove
Receivables &  Payables

Efficiency

Im prove
M anagement & G overnance

Effectiveness

Im prove
Execution Capabilities

M arketing &
Sales

Account
M anagem en t

Cross-Sell/
Up-Sell Retention

Dem and &
Supply

M anagem ent

Price
Optimization

M arketing &
Advertising Sales

Custom er
Serv ice &
Support

Order
Fulfillm en t &

Billing

IT , T elecom  &
Netw ork ing Real Estate Human

Resources

Procurement
(Exclud ing Produc tion

M ateria ls  &
M erchandise)

Business
M anagem ent

Financial
M anagem ent M aterials Production M erchandisingLog istics &

Distribution
Product

Developm ent
Real Estate &
Infras tructure

Equipm ent &
System s

Finished
G oods

W ork in
Process &

Raw M aterials

A ccounts,
Notes &
Interest

Receivable

Accounts ,
N otes &
Interest
Payable

Business
Planning

Program
Delivery

Business
Perform ance
M anagem en t

Operational
E xcellence

Partnership &
Collaboration

Relationship
Strength

Agility &
Flex ibility

Product &
Service

Innovation

Service
Delivery

Cash/A sset
M anagem ent

Strateg ic
Assets

Im prove  customer
incentives fo r
acce lera ted /on-tim e
paym ent

Increase focus on
product innova tion

Maximize tax benefits
associa ted  w ith  ma jor
bus iness dec is ions
(M &A, conso lida tion, out-
sou rc ing , si te  selection, etc .)

Increase em phasis  on
permanently  lowering
the  com pany's
effective  tax ra te

Improve  accuracy and
time liness o f tax
prov is ion and cash
outflow  forecasts

Improve  focus o f tax
function /department
on  p roactive tax
plann ing

Integra te tax oppor-
tun ities  and  issues
into  bus iness p lanning
processes

Migrate  incom e to
low -tax jurisdic tions

Acce le rate  or defe r
income/expenses

Streng then corpora te
governance s tructu res
(composition , se lection ,
ro les, e tc .)

Streng then and
com munica te m iss ion,
v ision, va lues and
eth ics

Improve  focus on
inte rna l contro ls and
regula tory  com pliance

Bu ild va lues and
eth ics in to corpora te
cultu re

Increase  em phasis  on
risk  iden tifica tion  and
managem ent

Improve /im p lem ent
inte rna l contro l
fram ew orks and
po lic ies

Streng then and
com munica te
governance polic ies
and procedures

Improve  com muni-
cation betw een the
board , managem ent,
shareholders and  the
pub lic

D eve lop /integra te
g loba l H R  practices
(in ternal/exte rna l, onshore/
o ffsho re, e tc .)

Im prove
Income Tax

Efficiency

Income Tax
M anagem ent Governance

Im prove  coordination
o f opera tional, invest-
m ent, financ ia l, M &A ,
and tax s trategies
across business units

Utilize tax-e ffective
corporate  s tructures
for ownersh ip /licens-
ing  of in tangib le
asse ts (paten ts, trade
names, IP, etc .)

Increase  focus on
post-merger synergy
and cost reduction
programs

U tilize  tax-e ffective
corpora te  s tructu res
fo r ow nership /licens-
ing o f intang ible
assets  (paten ts, trade
names, IP, e tc .)

Optimize deprec ia tion
methods/lives fo r
property, p lan t and
equ ipment

Optimize va lua tion
and costing  methods
for inventories
(L IFO , F IFO, unifo rm
cap ita lization, sh rinkage ,
obso lescence , etc .)

Ensure  full utilization
of tax carryfo rwards
(credits , ne t ope ra ting
losses, cap ital lo sses, e tc .)

Consider tax im plica-
tions in  the  loca tion /
selection o f fac ilities
(d is tribu tion  cen te rs, serv ice
cen te rs, branches, e tc .)

Improve  sa les
forecasting  and
cam pa ign  execution
processes and too ls

Improve  sk ills  of
sales s ta ff

Prov ide s ta ff with
be tte r custom er
info rmation
(demograph ics, inquiry
h is to ry, e tc .)

Improve  sta ff
incentives a round
sales e ffic iency

ass ign ing  leads

Improve
field  sa les and
telesales
processes

C onso lida te/realign
sales te rrito ries

Improve  terms w ith
sales channels

Improve  terms w ith
serv ice  p rov iders
(ne two rk se rv ices, a ir lines,
in fo rmation  se rv ices, etc .)

Improve  terms on
leased sales assets
(compute rs, vehic les, etc .)

A cqu ire  new  product
and serv ice  o fferings

P ursue join t-ventu re,
partnership  and O EM
arrangements

Improve  brand
strength  and good will

Increase tim e spent
selling

Improve  quality  and
ass ignm ent of sa les
leads

Improve  access to
info rmation  and
ana ly tical tools

Improve  sa les and
marketing  sk ills  of
s taff

Improve  alignm ent of
s taff incentives w ith
stra teg ic  ob jectives

Improve  effectiveness
of m arke ting ,
advertis ing  and sa les
processes

Tailor m arketing and
sales approaches to
customer segm ents

Tailor p roducts  and
serv ices to new
customer segm ents

E volve p roduct and
serv ice featu res,
functiona lity  and  value

Im prove
responsiveness to
custom er com pla ints /
feedback

custom er needs

P roactive ly m anage
trans ition  po ints
( life  events, ends o f
con tracts and  leases, e tc .)

M a in tain  com petitive
functiona lity  and  value

Ta ilor cross-se ll/up-
sell offe rs to  customer
needs

Imp lem ent pric ing  and
affin ity p rogram s
based on  volume and
breadth

Offe r va lue-adding
product and serv ice
bund les

Improve  effectiveness
of cross-sell/up-se ll
processes

Imp lem ent proactive
and reactive cross-
sell and up-se ll
cam pa igns

Improve  sta ff
incentives fo r cross-
selling /up-se lling

opportun ities

Im prove  retention and
w in-back processes

B uild custom er
satis faction and
reten tion in to s ta ff
incentives

drivers

Im prove  identification
o f churn /de fection
cand ida tes

Im prove
com petitiveness of
p roduct and  service
o fferings

Shorten tim e-to -
market

(li censes, d istr ibuto rsh ips,
etc.)

Improve  fea tures and
functionality  of
products and serv ices

Improve  quality  and
reliab ility  o f products
and services

Improve  product and
serv ice  lifecyc le
managem ent

Improve
com munica tion  and
coordina tion  w ith
dis tribu tion  cen ters

Improve
com munica tion  and
coordina tion  w ith
sales channe ls

Improve campaign
design  and
managem ent
processes and too ls

Improve sk ills  o f
marke ting  s taff

Improve s ta ff
incen tives around
marke ting  effic iency

custom er in formation

Improve defin ition  of
product and serv ice
specification

Improve p roduct and
serv ice  launch
processes

Prov ide s taff w ith
be tter com petitive
in fo rm ation

Improve ta iloring  of
marke ting  and
advertising
approaches to
custom er segm ents

Improve te rms w ith
advertising channe ls

Improve te rms w ith
serv ice  providers
(resea rchers, info rma tion
se rv ices, adve rtis ing
channe ls, e tc .)

R oute  low -va lue
transactions to  low er-
cost sa les channe ls

Im prove  rou ting  of
serv ice requests  to
appropria te  sta ff

Increase  use  of lower-
cost service  and
in form ation  channe ls
(con tact cente rs, automated
vo ice response , web, e tc.)

p rocesses and tools

Im prove  capacity /
dem and plann ing
processes, sk ills and
tools

Im prove  sk ills  of
serv ice s ta ff

P rov ide  s taff w ith
bette r custom er
in form ation
(p ro files, transaction
h istor ies, e tc .)

Im prove  incentives
around serv ice
e fficiency and
effectiveness

Im prove  te rm s with
serv ice p rov iders
(netw ork se rv ices,
ou tsou rced functions, e tc.)

Im prove  te rm s on
leased serv ice asse ts
(com pu ters, veh ic les, e tc .)

Improve fo recasting,
plann ing  and
prioritiza tion  sk ills  and
too ls

processes

Improve sk ills  o f order
managem ent and
billing  sta ff

Prov ide s taff w ith
be tter customer and
order info rm ation

Improve incen tives
around order
managem ent
effic iency

Improve p ick, pack
and sh ip  p rocesses

Improve
prov is ion ing /
installa tion  p rocesses

Improve invo icing/
billing  processes

Improve polic ies and
processes around
merchand ise  re tu rns

Improve te rms w ith
serv ice  providers
(del ivery se rv ices,
ou tsou rced  functions, e tc .)

Improve te rms on
leased assets
(compu te rs, veh ic les, e tc .)

Conso lida te and /or
re-arch itect da ta
stores

Increase u tiliza tion  of
IT , te lecom and
netw ork resources
(se rve rs, route rs, ne tw ork
capacity , e tc.)

Improve  processes for
manag ing  system
opera tions, ma inten-
ance and changes

Improve  end-user
support and
adm in is tra tion
processes

processes

Improve  insta llation/
dep loyment
processes

Improve  technical and
pro ject managem ent
skills  of s ta ff

Improve  dispa tch,
diagnostic , reso lu tion
and replacem ent
processes

Improve  incen tives
around IT /netw ork
effic iency

Improve  terms w ith
serv ice  p rov iders
(con tracto rs, ne tw o rk
serv ices, consu ltan ts, e tc .)

Improve  terms on
purchased and leased

Im prove  term s on
purchased and leased
rea l esta te, fu rniture
and fixtu res

Increase  utilization o f
rea l esta te

Im prove  capacity /
dem and plann ing
processes and tools

Im prove  opera tional
p rocesses
(admin is tra tion , secu ri ty ,
ene rgy, HVAC  and
ma in tenance )

p rocesses

Im prove  rea l esta te
im provement and
dep loym ent
processes

Im prove  term s with
serv ice p rov iders
(secu rity , ene rgy, etc .)

Im prove  term s on
im provements
(HVAC, cabling , e tc .)

Im prove te rms with
th ird-party  product
and serv ice p rov iders
(payro ll, bene fits , train ing,
e tc)

R educe sa la ry and
benefits costs  /
Im prove va lue  of
em ployee benefits

Im prove capacity /
demand plann ing
processes and tools

Im p lem ent/im prove
company-wide
processes and tools
fo r assess ing  s taff
perfo rmance

Im prove sk ills  o f HR
sta ff

P rov ide  s taff w ith
be tter HR  info rmation
and tools

processes

Im prove sa la ry  and
benefits adm inis tra-
tion p rocesses /
Increase employee
se lf-service

Im prove
payro ll
p rocesses

Im prove
perfo rmance
assessment
processes

Increase focus on
higher-va lue  vendor
partnersh ips

Improve  co llabora tion
with  vendors

Improve  ass ignment
of p rocurement
transactions to
appropria te  s taff

Improve  demand
plann ing  processes
and too ls

(trave l, con tract labo r, etc .)

Improve  contracting
and negotiation  sk ills
of p rocurement sta ff

Provide s ta ff with
be tter p roduct and
serv ice  info rmation

Improve  incen tives
around procurement
effic iency

Improve  terms on
equipment and
supplies

Improve  terms w ith
serv ice  prov iders
(equipment ma in tenance ,
de live ry, wa rehousing , e tc .)

Im prove  term s with
serv ice p rov iders
(info rmation  se rv ices,
consu ltan ts, e tc .)

Im prove  sk ills  of
bus iness
m anagement s ta ff

P rov ide  s ta ff w ith
bette r managerial
in formation  and too ls

Im prove  incentives
around bus iness
p lanning e fficiency

processes

Im prove  capita l
budgeting
processes

Im prove
program
m anagement
processes

Im prove
accounting  and
m easurement
processes

Im prove te rms with

Im prove sk ills  o f
financ ial m anagem ent
sta ff

Im prove incen tives
around financia l
m anagement
e ffic iency

processes

Focus effo rts on
h igher-value vendor
re la tionships

Im prove te rm s on
m aterials  purchases

R ationa lize o rder
quantities  and tim ing

Im prove m ateria ls
perfo rmance
m anagement
m ethods and too ls

Im prove dem and
forecasting
processes, sk ills and
tools

production p rocesses

Im prove con tracting
and negotia tion  sk ills
o f purchasing s ta ff

P rov ide  s taff w ith
bette r product
in form ation and too ls

Im prove te rm s with
serv ice p rov iders
(delive ry, w arehousing , e tc .)

R ationa lize  production
quantities  and  timing

Im prove  term s w ith
serv ice p rov iders
(ou tsou rced  functions, e tc .)

Im prove  term s
on equ ipm ent
purchases

Im prove  production
perform ance

Im prove  demand
forecasting
processes, sk ills  and
tools

Im prove  capacity
p lanning p rocesses,
sk ills  and  too ls

Im prove  utilization o f
p roduction  channels  /
R educe downtime

Im prove  skills  of
p roduction  s taff

P rov ide  sta ff with
bette r p roduction
info rmation  and too ls

Im prove  incentives
around production
e ffic iency

Im prove  coord ina tion
w ith  bus iness
partners

processes re lationsh ips

Improve te rms on
merchand ise
purchases

Rationalize o rder
quantities  and  tim ing

Improve
merchand is ing

Improve dem and
forecasting
processes, skills  and
too ls

Improve ass ignm ent
of transactions to
appropriate  s taff

Improve sk ills  o f
merchand is ing s taff

Prov ide s taff w ith
be tter info rmation  and
too ls

Improve incen tives
around m erchandis ing
effic iency

Improve coord ina tion
with  vendors

Improve te rms w ith
serv ice  providers
(del ivery, w a rehousing , etc .)

R ationa lize  p roduction
quantities  and tim ing

R ationa lize
m erchandise o rder
quantities  and tim ing

Im prove  transport and
delivery  p rocesses/
a lgorithms

Im prove  sk ills  of
inven tory  and
d istribution s taff

P rov ide  s taff w ith
bette r in fo rm ation and
tools

Im prove  incentives
around inventory /
d istribution e ffic iency

Im prove  log is tics
perfo rm ance
m anagement
m ethods and too ls

Im prove  dem and
forecasting
processes, sk ills and
tools

Im prove  te rm s with
serv ice p rov iders
(transpo rt, wa rehousing ,
e tc.)

p rocesses

Im prove  utilization o f
p roduct developm ent
channe ls

Im prove  skills  of
p roduct developm ent
staff

Im prove  de finition o f
p roduct and  service
specifica tions

Im prove  incentives
around product
deve lopment
e ffic iency

Im prove
pro totyp ing , pilo ting
and testing  p rocesses

Im prove
design  and
deve lopment
processes

L icense  or acqu ire
products  and
inte llectual property

Increase use o f
leased real estate

Improve te rms
on property  and
fac ilities

Divest low-u tilization
real estate

Increase
use of leased
production  equipment

Improve  term s on IT
systems

production  equipment

D ivest low -u tiliza tion
equ ipm ent

Improve
effectiveness of p lan t
m aintenance

Improve te rms
on infrastructu re

Divest low-u tilization
in frastructu re

Increase
use of flex ib le  and
expandable
in frastructu re

Increase use o f
leased in frastructu re

Improve te rms on
merchand ise

vendors/partners

Conso lida te
inventory

Improve logis tics/
dis tribu tion e ffic iency

Divest low-dem and/
obsole te inventory

S horten  p roduction
cycles

Increase  use  of just-
in-tim e procurement

Im prove  term s on
m ateria ls

D ivest obsole te
m ateria ls

Im prove  assessm ent
and benchmark ing  of
cred it/receivables
perfo rm ance

Im prove  managem ent
o f de linquent
accounts

cyc les

Im prove m anagement
o f deb t portfo lio

th rea ts

Im prove  s tra tegy
deve lopment capa-
b ilities a t corpora te
and bus iness-unit
leve ls

Im prove  a lignm ent o f
budgets and  capita l
p rogram s w ith
strategic  p rio rities

Im prove  iden tification,
assessment and
execution o f
M &A /divestitu re
opportunities

Im prove
comm unica tion  o f
s trategic  d irections
and prio rities

Improve coord ina tion
and comm unica tion
across programs and
projects

Improve program /
project managem ent
methods and too ls

ob jectives operationa l and
financial perform ance

Im prove ana lysis  of
m anageria l
in form ation

Im prove focus on
m ost im portan t
m anageria l
in form ation

Im prove
comm unication
around improvement
priorities

Im prove ability
to  launch
im provem ent effo rts

Im prove qua lity and
consis tency o f
perfo rmance
assessment m ethods

Im prove career
op tions and paths

A lign  managem ent
and s taff incen tives

Im prove breadth ,
depth , quality  and
tim eliness of perfo rm -
ance info rmation

Im prove
process innova tion
sk ills  o f s ta ff

Im prove  depth
and breadth o f s taff
techn ica l sk ills

Im prove qua lity
and speed o f
comm unication w ith
partners

Im prove ability  to
in tegrate  merged
and acqu ired
organiza tions

Im prove
m anagement o f
partner rela tionships

Im prove in tegra tion  of
business processes
across partner
ne tworks

Improve  va lue
de live red  to
customers

Improve  va lue
de live red  to partners
(vendo rs, channel partne rs,
etc.)

Improve  va lue
de live red  to
em ployees

stakeho lders

Improve  conversion o f
s trong  rela tionsh ips
into  sources of com -
petitive  advantage

Improve
com munica tion  with
stakeho lder g roups

Im prove  versatility  of
m anagers and  s ta ff

Im prove  flex ibility
and  versatility  o f IT
system s and
p la tfo rm s

Im prove
responsiveness to
custom er requests
and inqu iries

Im prove track ing  o f
custom er inte ractions
(purchases, suppo rt
requests, e tc .)

S olic it and respond to
customer feedback

Im plement a ffinity
p rograms

Improve  demand
forecasting

P rov ide  s taff w ith
bette r product and
serv ice in form ation

Im prove financ ia l
risk  managem ent
processes

Im prove incentives
around procurem ent
e fficiency

vendors/partners

Increase  integra tion o f
bus iness processes
across o rganiza tional
boundaries

Im prove
partnersh ip  and
co llaboration sk ills  o f
s ta ff

Improve  utiliza tion  o f
sales s ta ff

Im prove  u tilization o f
serv ice s ta ff

Prov ide s ta ff with
be tte r p roduct, serv ice
and com petitive
info rmation

Improve  quality  and
consistency o f
m anufacturing
m ateria ls

Im prove  sharing  o f
know ledge across
organizationa l
boundaries

Im prove sharing  of
know ledge across
organiza tional
boundaries

Im prove  bus iness
continu ity  plann ing
and disaste r recovery
capabilities

Im prove  ability to
deve lop  and sp in-off
new  businesses

Align advertis ing  w ith
pric ing  s tra teg ies

Im prove  tailo ring o f
o fferings to custom er
needs

Increase  use  of
d ifferen tial p ric ing
m echan ism s (based  on
customer va lue, risk, e tc .)

Increase  utiliza tion  of
p roduction  equipment

to  custom ers

Im prove  p roduct/
serv ice R &D
and dep loyment
capabilities

A dapt current
p roducts  and  services
fo r new segm ents/
channe ls

Im prove  p roduct- and
serv ice-innova tion
sk ills  o f sta ff

R oute low-value
transactions to lower-
cost sales channels

Improve  rou ting o f
serv ice  requests  to
appropria te serv ice
channe ls

Improve  serv ice
perform ance

processes
and too ls

Improve  capacity /
dem and p lanning
processes, sk ills  and
too ls

Improve  sk ills  of
serv ice  s taff

Prov ide s ta ff with
be tte r custom er
info rmation
(p rofile s, transaction
h isto r ies, e tc .)

Improve  sta ff
incentives a round
serv ice  e ffic iency

Improve  terms w ith
serv ice  p rov iders
(ou tsou rced  se rvices,
netw ork se rv ices,
in fo rmation  se rv ices, etc .)

Improve  terms on
leased serv ice  asse ts
(compute rs, vehic les, etc .)

D iffe ren tiate  trea tment
of custom ers/
segments

Prov ide s ta ff with
be tte r p roduct, serv ice
and con tract
info rmation

Improve  utiliza tion  o f
serv ice  s taff

A lign p roduct and
serv ice p rices with
va lue to  customers

Im prove  product
innova tion  processes

Im prove  product,
serv ice and  process
innovation  sk ills  of
s taff

Im prove assignm ent
o f accountab ility  and
authority

Dynam ica lly cance l o r
redirect ineffective /
obso lete  p rograms
and projects

Improve track ing and
comm unication o f
program /pro ject
progress

Improve assignm ent
of resources to
projects

Improve program /

Improve m anagement
of vendors/serv ice
prov iders

D eve lop , spin -o ff and
se ll new  businesses

other en terp rises

Improve  brand
streng th  and good w ill

Im prove  brand
strength  and  good will

S ell apprec iated
assets

Im prove  collections
processes

Im prove  and
standard ize  credit
assessment
processes

D ifferen tiate  cred it
trea tm ent of
customers/segm ents

Improve
understanding o f
customer needs

Improve p roduct and
serv ice  withdrawa l
and re tirement
processes

Improve
establishm ent o f and
adherence to  serv ice-
leve l ta rge ts

Increase use  o f
d is tance/on-line
learn ing

E stablish  custom er
com m unities

Improve  cross-sell
and up-se ll
approaches/m odels

A pp ly b rand to  new
and unbranded
products

D eve lop  and leverage
strong  brand

D eve lop  s trong
custom er
re lationships and
comm unities

(fac ili tie s, land , e tc .)

D eve lop  and utilize
un ique hum an
resources
(though t leaders, manage rs,
sub ject ma tte r experts , e tc .)

D eve lop  and leverage
in tellectual capita l
(copyr igh ts, pa ten ts,
trademarks, etc .)

Im prove asse t
deve lopment sk ills o f
m anagement and
sta ff

Im prove incen tives
around asse t
deve lopment

S horten  p roduction
cycles

Im prove  developm ent
and ana lys is  of
bus iness cases

Im prove  security  of
app lica tions, system s
and da ta

Im prove cost
accounting and
a lloca tion  of shared /
overhead costs

Im prove  recruiting

Improve  va lue
de live red  to
shareholders

Im prove  phys ica l
security  o f peop le

across o rganiza tional
boundaries

Improve  va lue
de live red  to o ther
stakeho lders
(public , a lumn i, ana lysts,
etc .)

Shorten o rder-to -
de live ry  cyc le tim e /
Improve  product and
serv ice  ava ilab ility

p roduction  partners

Im prove  reuse o f
p roduct and  serv ice
components

Im prove  m anagem ent
o f product lifecyc les
(launch th rough  re tiremen t)

Im prove account
m anagement sk ills o f
s ta ff

Im prove  incentives fo r
p roduct deve lopm ent
and innova tion

Im prove incen tives fo r
account/re la tionship
deve lopment

Shorten o rder-to -
de live ry cyc le tim e /
Improve  product and
serv ice  ava ilab ility

Im prove  execution o f
m arket- and  supply-
d riven p rom otions

Im prove  s tructuring
and pric ing  of
p rom otions

Im prove  coordination
w ith supp lie rs and
sa les channels

Improve  use  of
supply- and capacity-
driven  promotions

Im prove  collabora tion
w ith  partners and
customers

Improve due-da te
re liab ility

Utilize nationa l/globa l
purchasing pow er

R educe procurement
cyc le times

Im prove collaboration
w ith vendors

Im prove  des ign /
s tructu re  o f
d istribution netw orks

A lign  production and
m erchandise o rdering
schedules w ith
d istribution schedu les

Improve use o f
na tional/g lobal
purchasing pow er

Increase use o f
vendor-m anaged/
vendor-w arehoused
inventory

Increase  use  of
vendor-managed/
vendor-w arehoused
inventory

Increase use o f
vendor-m anaged/
vendor-w arehoused
inventory

Im prove  product and
serv ice in troduction /
launch  processes

Rationalize p roduction
quantities  and  tim ing

Rationalize
merchand ise  order
quantities  and  tim ing

Increase use o f
vendor-m anaged/
vendor-w arehoused
inventory

R ationa lize  production
quantities  and  timing

Increase  utiliza tion
o f standard ized
com ponents

Increase  use  of
vendor-managed/
vendor-warehoused
inventory

P roactively  m anage
trans ition  po in ts
( life even ts, ends o f
contracts and  leases, e tc.)

Offe r value-add ing
product and  service
bundles

Im prove employee
re ten tion  programs

U tilize m ore  effic ien t
IT  systems

U tilize m ore
flex ib le /expandab le IT
systems

Improve  ma intenance
of IT  system s

Increase  utiliza tion  of
IT  systems

D ivest low -u tiliza tion
IT  systems

Improve  term s on
production  equipment

Im prove  focus of
company resources
on h igh-priority
in itia tives

Im prove qua lity
assurance program s

S ell o r lease  excess
capacity  to  other
ente rprises
(p roduction capacity , se rv ice
capacity , etc .)

C oordinate  pric ing  of
complem entary
products  and services
(razo rs v . b lades / p roduct v .
sh ipp ing charges, e tc .)

Im prove  price/m arg in
know ledge of s ta ff

B uild p roduct
m arg ins/pro fitab ility
in to sales incen tives

Im prove aud it and
compliance
m anagement
processes

Im prove bus iness
case deve lopment
and ana lys is
processes

Im prove b readth ,
depth  and quality  of
financ ial info rmation
(asse t, budge t, p r ice/cost,
treasu ry, deb tor/cred ito r ,
pe rfo rm ance, tax, r isk, e tc .)

Im prove budgeting
and fo recasting
capab ilities

Im prove financ ia l
reporting  effic iency

Im prove asse t
m anagement
processes
(fixed  and  var iable  asse ts)

Im prove in tegra tion  of
IT  system s across
partner netw orks

R em ove barrie rs to
sw itch ing

Improve  contract
managem ent
processes
(nego tia tion , execu tion and
comp liance )

Im prove  perform ance
and reliab ility  o f IT
system s/p latfo rms
(app lications, equ ipment,
netw orks, e tc .)

Im prove  breadth,
dep th, qua lity and
time liness o f bus iness
info rmation

Im prove  access to
and dis tribu tion  of
bus iness in fo rm ation

D eve lop  and utilize
un ique IT  resources
(app lica tions, ne two rks, etc .)

Im prove
understand ing  of
current custom er
sa tisfaction

Improve  vis ibility  of
customer
relationsh ips and
inte ractions across all
channels

Im prove  adherence to
contracts  and
agreem ents

Improve ana ly tica l
processes and too ls

Improve channe l
managem ent
processes and too ls

Im prove  bus iness
perfo rm ance reporting
processes

Im prove  manage-
m ent of regu lato ry
com pliance

D eve lop  and leverage
po litical rela tionships
and a lliances

D eve lop  and cu ltiva te
good will

Im prove  antic ipa tion
and understanding o f
current and  po tential
regu la tions/leg isla tion

Im prove  e ffectiveness
o f leg isla tive /lobby ing
e fforts

Acquire compan ies in
targeted geographies

Acquire compan ies
with  rela tionsh ips in
targeted custom er
segments

Improve  methods and
too ls  for manag ing

A cqu ire  com panies
a ligned with  product
s trategies

Im prove  m ethods and
tools  for m anag ing

D ivest non-perfo rming
and non-stra teg ic
bus iness un its

Im prove /s tandardize
M &A  processes

Im prove
understand ing  of
in terna l value and
m arket va lue  of
bus iness un its

Im prove account
m anagement
m ethods and too ls

Improve  sa les
performance

Im prove  retention
perfo rm ance

Im prove m anageria l
m ethods and too ls

Improve  methods and
too ls  for manag ing
dem and/supp ly
perform ance

Im prove  methods and
tools  for m anag ing
pric ing  perform ance

Improve m arke ting
and advertis ing Improve  sa les

perform ance

Im prove  serv ice and
support perform ance
m anagement
m ethods and too ls

Im prove  rea l esta te
perfo rm ance
m anagement
m ethods and too ls

Im prove  product
deve lopment
perform ance
m anagem ent
m ethods and tools

Im prove
understand ing  of
bus iness un it
perfo rmance and
m arke t va lues

Conso lida te dev ice
managem ent
info rmation  and tools

Im prove  leadership

Improve invo lvem ent
of operationa l s ta ff in
project de live ry

Improve
accountab ility /
au thority  o f program
and project resources

Improve iden tifica tion
and m anagement o f
program /pro ject risks

Continuously  track
and m anage the
realization o f pro ject
benefits

Structu re  p rograms/
projects to  de live r
benefits p rogress ive ly

Im prove access to
and d is tribu tion  of
perfo rmance
in form ation

Im prove
understand ing  of
partner s trengths,
w eaknesses and
in terests

m utua lly  benefic ial
partnersh ips

Im prove  ag ility  and
flex ib ility  of partner
organizations and
netw orks

D eve lop  and utilize
un ique production
resources
(me thods, equ ipment,
fac ilitie s, e tc.)

Im prove coordination
o f payments across
business units

Im prove assessment
and benchm ark ing  of
A /P perfo rmance

Im prove a lignment o f
A /P system s and
processes with  days-
ou tstanding  s trategy

Im prove  managem ent
o f credit/loan  portfo lio

Other Shared / Corporate  Services
(R eal Esta te, P rocurement and Other)

Hum an Capital S trategy and M anagem ent
(R ecru itm ent, D eve lopment, A dm inis tration and
Perfo rmance Managem ent)

IT  S trategy and M anagem ent
(D esign, D eve lopment, D eploym ent, Opera tions and
Perfo rmance Managem ent)

Business Strategy and M anagem ent
(B usiness and F inancia l Strategy, M ergers and  Acqu is itions, Tax
Managem ent, Risk Managem ent, Compliance M anagement, Program
Managem ent and P erfo rm ance M anagement)

Custom er Strategy, Relationships and In teractions
(M arke ting , S a les, De live ry/P rov is ion ing , Billing and S erv ice)

Product S trategy, Developm ent and Production
(Innovation and  D esign , Supply  Cha in  Managem ent, Production
Operations and  Log is tics)

BU SIN ESS PROC ESS GR OUPIN GS

All Process Groupings
(Action m ay app ly to  all p rocesses)
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- Strengthen governance approaches
- Align resources with s trategies
- Im prove business processes
- Hone strategic capabili ties
- Manage tax im pacts and opportunities
- Im prove control / reduce risk
- Collaborate m ore effectively
- Satis fy  customers, employees and

other s takeholders

N ote :  M any  act ions cou ld log ica lly  be  associated w ith

paym ent

Im prove  cross-
se lling/up-se lling
sk ills  o f sta ff

Improve custom er
serv ice  and re ten tion
sk ills o f s taff

Improve  managem ent
of trade /ind irect taxes
(sa les/use , VAT, GST , e tc .)

Improve tax co llection
and remittance
processes

Im prove m anagement
o f inte rna tional s taff
costs
(immig ration, payro ll, s ta ff
suppo rt, in ternationa l equ ity ,
e tc .)

Improve  techno logy
and da ta risk
managem ent
processes

Im prove  com pliance
m anagement
processes

Im prove tax manage-
m ent p rocesses
(d irect and  ind irect tax
m anagement)

Optimize tax benefits
associa ted  w ith  self-
constructed  asse ts
(p lant, fac ili tie s, inte rna lly-
used  so ftwa re, e tc .)

Im prove  managem ent
o f transfe r p ricing

Improve m anagement
of trade  and indirect
taxes (sa les/use  , VAT,
GST, etc .)

Improve  managem ent
of transfe r p ric ing

Im prove  incorpora tion
o f risk  ana lys is  in
bus iness plann ing
(in te rna l and  exte rna l r isk)

In tegrate  tax oppor-
tunities and  issues
in to bus iness plann ing
processes

Im prove  identification
and mitigation  o f
operationa l risk
(people , process, tech -
nology, da ta , etc .)

Improve  quality  of
info rm ation  prov ided
to s takeholders
(accuracy, time liness,
transpa rency &
predictabil ity)

D eve lop  and utilize
un ique info rmation
resources (customer,
p roduct, ma rke t, e tc .)

Improve m anagement
of o rganizationa l
change in  support o f
in itiatives

Im prove  opera tional
risk m anagement
processes

Improve  considera tion
of tax imp lica tions in
the  acquis ition  and
disposition  of asse ts

ou tflow  forecasts

Optimize accounting
methods and selec-
tion  of accounting
periods

Utilize in ternationa l
financ ing opportuni-
ties  to  minim ize  a fter-
tax borrow ing  costs

Optimize expense vs.
cap italization o f costs
(M &A costs, R&D  costs,
etc .)

Improve  ab ility  to
utilize o ffshore  cash /
asse ts and  m ove
betw een geograph ies

Im prove ability  to
u tilize  offshore  cash/
assets  and  move
betw een geograph ies

Improve  managem ent
of transfe r p ric ing

Im prove ability  to
u tilize  offshore  cash/
assets  and  move
between geograph ies

E nsure  proper
va luation o f p roperty
fo r tax purposes

Bu ild tax opportun ities
into  rea l estate
transactions
(income de fe rra l, loca tion
cred its and incen tives,
leasing te rms, e tc.)

Improve  tax benefits
of compensation and

M anage payroll tax
im pacts  of bus iness Optimize u tiliza tion  of

C la rify  governance
roles and responsi-
bilities  (de lega tion  of
author ity , seg rega tion o f
duties, e tc .)

Imp lem ent/enhance
anonym ous em ployee
reporting  and  feed-
back mechanisms

Align compensation
and incen tive system s
w ith  s tra tegies, va lues
and eth ics

Improve  under-
s tanding o f regula tory
requirem ents

Streng then tra ining/
education  of board
and audit com m ittees

Improve  risk  plann ing ,
mitigation and con tro l
approaches

Improve  monito ring
and managem ent of
regula tory  com pliance

Improve  com pany-
w ide  m onito ring and
managem ent o f risks

Improve  identification
and assessment of
risk  (strategic , ope rationa l,
in vestment, financial, com-
p liance , da ta /pr ivacy, e tc.)

Im prove m on itoring
and m anagem ent o f
risk  and compliance
(stra teg ic , ope ra tiona l and
financia l risks; regula to ry
and tax comp liance )

Improve  breadth,
dep th, qua lity  and
time liness o f manag-
eria l in form ation

po lic ies

Align in terna l aud it
practices with
business and risk
ob jectives

Improve  mechanisms
for solic iting  and
addressing
stakeho lder feedback

Improve p rofitability o f
R& D e fforts  through
utiliza tion  of tax and
economic develop-
ment incen tives

Improve track ing and

Ensure  tax p lann ing
activ ities  and  tax
filings comply w ith
regula tory  env iron-
ment

Increase  account-
ab ility  of bus iness
un it leaders fo r tax
im pact of dec is ions

Im prove benchm ark-
ing o f globa l effective
tax ra te  against
industry  peer group

U tilize  tax opportuni-
ties  a round risk  m an-
agem ent activ ities
(hedg ing  transactions,
commodities trading , e tc .)

D e fer and  reduce
federal, s tate  and
local quarte rly  esti-
m ated  tax payments

C onsider tax
incentives in  loca tion
and selection o f
fac ilities

programs

Im prove  breadth,
dep th, qua lity and
time liness o f bus iness
p lanning in formation

D eve lop  and utilize
un ique tax expertise

��

purchased and leased
asse ts (PCs, se rve rs,
ne tw ork equipmen t, leased
lines, etc .)

Im prove te rms with
financ ial serv ices
prov iders

Im prove  production
perform ance
m anagem ent
m ethods and tools

merchand is ing
perfo rmance
managem ent
methods and too ls

Im prove  executive
deve lopment,
recru iting and
succession p lanning

A lign  managem ent
and s taff incen tives
w ith company
perfo rmance

Im prove m onetary
and non-monetary
recognition  o f sta ff
contribu tions

5 �6778'������
�����	�	�	�'������
�	��
��'��7978

Improve  serv ice
perform ance
managem ent
methods and tools

Improve p rogram /
project managem ent
sk ills o f s taff

Im prove  recruiting
e ffectiveness

Im prove ta len t
m anagement m ode ls
and programs

Improve  methods and
too ls  for manag ing
sales and m arketing
perform ance

Im prove  m ethods and
tools  for m anag ing
innovation
perfo rm ance

Improve  sa les
performance
managem ent
methods and tools

Im prove  retention
perfo rm ance
m anagem ent
m ethods and tools

and advertis ing
perfo rmance
managem ent
methods and too ls

Improve  sa les
perform ance
managem ent
methods and tools

Improve o rder
managem ent
methods and too ls

Improve  procurem ent
performance
managem ent
methods and tools

Im prove H R
perfo rmance
m anagement
m ethods and too ls

Improve /conso lida te
IT  perfo rmance
managem ent
methods and tools
(u tiliza tion , pe rfo rm ance,
capacity  p lann ing, e tc .)

Im prove  leadership
and managem ent
sk ills  o f execu tives

Improve vendor
management sk ills o f
sta ff

N ote :  M any  act ions cou ld log ica lly  be  associated w ith
o the r or  m ultiple  process  group ings .  For examp le,
m any cus tomer and produc t act ions  a re likely  to  have
heavy IT and  H R com ponen ts .

U tilize  ava ilab le
federal, s ta te and
local employment/
tra ining incentives

Improve  identification
and application o f
R& D  tax incentives

of compensation and
benefit programs
(de ferred  and  equity-based
comp ; re tiremen t and
hea lthca re  bene fits , e tc .)

im pacts  of bus iness
in itia tives
(M&A, consolida tion ,
restructu r ing , re location e tc.)

Optimize u tiliza tion  of
ava ilab le  sales/use
tax exem ptions

Improve  management
of indirect taxes
(sa les/use , VAT, customs
du ties, e tc .)

Ensure  adequate
docum enta tion  of
s ign ificant tax
positions
(ea rn ings & pro fi ts , transfe r
pr ic ing, tax op inions, e tc .)

Im prove  mechanism s
for co llecting  and
imp lem enting
employee ideas

B uild innovation and
improvement in to
rew ards and
incentives

Improve  utiliza tion  of
telecom  tax incentives
(credits , exemp tions, e tc .)

Im prove  p ro fitab ility  o f
R &D  e ffo rts  through
utiliza tion  of tax and
econom ic deve lop-
m ent incentives

Improve track ing and
recovery o f ind irect
taxes (sa les/use , VAT,
GST, etc .)
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The development of the map is a learning exercise in which The development of the map is a learning exercise in which 

the process of model building captures individual’s mental 

models of how the organization creates value. models of how the organization creates value. 

The resulting value map allows operating managers to The resulting value map allows operating managers to 

assess and understand the impact of operational decisions in 

financial terms.  financial terms.  

This will also help focusing management action on areas that 

have significant leverage on value, encouraging actions and 

behaviours that will create value.

�	

behaviours that will create value.
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Deloitte has developed this Value Map based on years of experience and Deloitte has developed this Value Map based on years of experience and 

research on what successful companies have done to create shareholder 

value.  value.  

I have attempted to validate the value map to the local environment by 

attempting to identify value drivers of Seprod and to match them with the attempting to identify value drivers of Seprod and to match them with the 

Value Map.  

The following shows how Seprod has out-performed the JSE over the last The following shows how Seprod has out-performed the JSE over the last 

16 years (April 3, 2005 to April 5, 2011).

� Compound annual growth of Seprod Market Capitalization - 22.3%� Compound annual growth of Seprod Market Capitalization - 22.3%

� Compound annual growth in JSE index - 9.9%

�
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The Value Map depicts three things:The Value Map depicts three things:

��	How Value is 
��		What You Can Do ��	Business Process 
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Revenue Growth VolumeRevenue Growth Volume

� Acquire manufacturing assets of Kraft Foods in 2007 with brands 

such as Butterkist and Ovaltine

� Acquisition of Serge Island Dairies for ICD in 2005.  Expanded � Acquisition of Serge Island Dairies for ICD in 2005.  Expanded 

range of products to generate volume

� Continuous push for exports

� Constantly encourage and development of new products

��
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Operating MarginOperating Margin

� Rationalizing staff positions

� Bulk purchasing for the group

� Constantly searching for better prices by identifying alternative � Constantly searching for better prices by identifying alternative 

suppliers

� All use the same IT platform to reduce technology and staff costs

� Centralized payment processing, bank reconciliation, etc.

��
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Asset EfficiencyAsset Efficiency

� Bottle-making plant operates 3 shifts 7 days

� Edible oil refinery plant operate 3 shift 5 daysEdible oil refinery plant operate 3 shift 5 days

� Better utilization of Serge Farm assets by putting more land to 

pastures.  It now produces about 40% of Jamaica’s milk supply.

� Modernization of Serge Island

� Acquired Belvedere Estate in 2006.  The estate was mainly involved 

in the production of mangoes and papaya but the objective of the 

purchase was to utilize the farm for its dairy operation while 

producing mangoes and papayas.producing mangoes and papayas.

� Improved credit control have reduced bad debt expenses and 

improved investment income.

��

improved investment income.
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ExpectationsExpectations

� Good corporate governance:  Separation of Chairman and CEO 

roles, active Board Committees, obtain professional advice when 

needed.needed.

��
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� CONCLUSIONS� CONCLUSIONS

1. Making profits does not mean that you are creating shareholder value. You 

need to ensure that your returns exceed Cost of Capital.

2. If you are not creating shareholder value, you need to explore other 

options. Disposing underperforming units, mergers and acquisitions, and 

even liquidations can maximize shareholder value.even liquidations can maximize shareholder value.

3. Measuring or quantifying the value creation for a Jamaican company is 

challenging due the difficulty in estimating Cost of Capital. If judgment is 

applied correctly, the Build-up Method will provide simple way of producing 

a fair estimate of the cost of capital.

4. Adopting an integrated approach will facilitate enhancing shareholder value. 4. Adopting an integrated approach will facilitate enhancing shareholder value. 

It is important for you to develop your own Value Map so that each manager 

will understand his or her part in the value journey. 

��

will understand his or her part in the value journey. 
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