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Enterprise Performance Management

A comparative index across 8 geographies

Measuring how well an organisation is performing is a basic need, requiring full visibility of
various processes and workflowscluding the need and inputs of partners and other
stakeholders, as well aan effectivemeans of monitoring and measuring how these vdilies
work to produce anend result. The research behind this report shows thaist organisations
still have much to dpwith disconnects between key stepsdaa lack of inclusionof essential
stakeholders across processes.

1 The overall EPM index for the geographies coveredi.13 out of a maximum score of 10
Thereis still much to doin mostorganisationgo ensue that they look at empirical data while criegtthe
capability to extrapolate forwar ds,andinitvolvingiotérral s uct
and external stakeholdersargiveno r g a n i s a managanfegtroaesses e

1 A high number of respondents did not see any close aligant or dependencies in the suindices
making up the EPM index
Without a core set of plans that build upon each othere will be littlechance of creating a coherent and
effective overall strategy. It is strongly recommended that organisations ¢msuptans are fully integrated
and that process flows are fully understood before enacting an EPM strategy

T Geographi est owmicthtb fgooofetr nance expect to see the mos
coming 24 monthsi but organisations based in temalsoscorewell in the EPM index
The research points towards geographies with the lowest regulatory loegstlgubeing able to meet their
reporting and procesgeds far more than those in more heavily regulated geographies. However, these same
geogaphies do expect to see regulation change far more than btaedsthis could well mean that the same
research run in six monthsé time could see certain

1 Mid-sized organisations score less well than vergirge organisations
Although the difference is relatively low (generally less than 0.2 points differenceyizeid organisation can
learn from this report and from how larger organisations codify and automate key processes, and how different
stakeholder ups are embraced and included to create more effective value chains

1 Few organisations are looking to new geographies or new channels for growth
This is probably down to the current financial climate, where higbkrstrategies are not being embraced.
Most organisations see that concentrating on attracting new custamexisting marketsoffering new
products or services texisting customeror reducing customer churoan bring quickerreturns that
attempting to break into new marketswhich may besuf f eri ng equally as badl
establishednarkes

1 Business intelligence (BI) is not seen as a critical tool in the EPM toolbox
Many respondents did not see Bl axitical business tool. A quarter of respondents were not sure whiat the
views on Bl were, with a further 15% seeing Bl as an expensive tool for visualising data. Only 12% saw Bl as
being a important means of monitoring, measuring and reporting on dkerall health of a business.
However, those who see Bl as a criticaltscored better in the overall index than those didonot or just
see it ag means of looking to past performance.

Conclusions

Enterprise performance management is still in its early days, with the majority of organisations soemwéengpn
integrat@ pieces of functionality in place. However, if organisations could pull together the various strands of the sub
processes together, an effective and flexible strategic platform could be built from which organigatilzhise well
positioned for survivalthrough the current market conditions and be well positioned for rapid growth when the
conditions improve.
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1. Introduction

Al t hough it is important in the figoodd times to ensu
faring, in difficult economictimes, it is far more important to have a deep understarafiegactly how well or badly

the organisation is performing, such that steps can be takeartpoutt he r equi si te changes to
performance back in lineHistorical reporting can only take a business so far, andaissimportant to ensure that
forward looking capabilities are implemented to maximise opportunities while minimisingkétéood of poor
performanceor failure Enterprise Performance anagement (EPM) is the underlying approach to carry this out,
marrying how abusiness models, plans, implements and measures its strategy, along with how it includes strategic
stakeholders (employees, customers, suppliers and sharehetdgiato the \arious processes involved.

Although much of EPM revolves around the financial health of an organisation, the impaetrationabndstrategic
processes can be massivieossible fiture states have to be understood so that variagaesst planned ate can be
identified at the earliest possible stage, enabling small tactical alterations to processes to ,benaizihg
stakeholders to bettsupport the overall, longg¢erm strategy.Such amapproach provides a platform for flexibility

as the mdeet conditions changen organisation will bewell placed to identifythat changeis underwayat an early

stage and to respondith well thought out and implementedttions By understanding theurrent state andaving a
forward lookingview of the vaious aspects of thmanagemenprocesseivolved across the complete value chains of

a businessit is possible tacreate an environment of management excellence, where the variables of cost, quality and
speed are closely linked and managed to the ovsa#fit of the organisation.

To operate within a management excellence environment, an organisation has to ensure that it is:

I Smart: There must be a common view déta that is shared across an organisatioccessful organisations
will have the meant best leverage existing data from internal and external sources to gain better insight, and
so to be able to move and respond faster in the competitive markets.

1 Agile: Current markets are fragile and changing, and unless an organisation can usee effanfigement
processes to rapidly implement decisions made around information gained from a smart platform,
opportunities will be missed. An agile organisation can respond rapidly to market changed| a®ed less
time to assimilate the impact thatoming data on competitive moves will have on their own position. Using
flexible process capabilities, actionable decisions can ensure that an organisation can maintain and build on its
own competitive edge in a continuous manner.

1 Aligned: An organisabn can no longer be constrained within the four walls of the organisation itself. It has
to ensure that it includes and embraces its constituents across the valué sbpplies and customers,
employeesnd contractors, as well as investors and sledglers. Each group has their own needs that have to
be pulled together so that the organisation can leverage their contributions: after all, each stakeholder has their
own interest in the overall success of the organisatidpproaches and supportingctenologies must be in
place to ensure that stakeholder inputs can be sought out and encouraged, and that feedback loops include
these important resources to maintain flexibility and effectiveness across the value chain.

EPM should provide thénformation, processes, tools and capabilities for organisations to become smart, agile and
aligned. However, can this be measured, and how is &fRlhllyperceivedby businessé&s

This report draws on interviews with senior influencers and decision makers imanedifunction within large and
medium sized organisations across 8 geographies (North America, UK, France, Iberia, Nordics, Benelux,
Germany/Switzerland, Italy) and a range of verticals. Their views were solicited across a range of different areas,
enabi ng a relatively simple measure to be taken which i
maximising the impact of EPM.

The survey has been split down into discrete sections (described in section 2 below), which allows forrasgtasfula
measurements to be taken, enabling greater analysis of where various organisations should be focusing their energy ir
ensuring that EPM works for them.

This report provides analysis of the results from this research, and aims to provide iofortmdtie reader on how

they can help position their own organisation for management excellence through the use of EPM. The report should
be of interest to anyone within an organisation who is a direct part of a process where understanding the inypact of a
action on the overall health of the business is seen as being important.
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2. Research notes
The research included in this report consists oft@phonanterviews carried oun February 2009. The individuals
interviewed were profiled as being pafftthe financial reporting function within their organisation, as well as being
involved in the measurement of the effectiveness of business proceblesresearch was carried out across 13
countries, which were then aggregated into 8 geographié® interviews were carried out in native language for
geographies excluding the Nordics where English was. usednge of vertical markets weoevered (see appendix)

Interviewees were reminded that the research responses should not just reflect nhpip@egs group, but should
reflect their view of the overall business, including the various stakehafdirs business and management processes
Therefore, the research attempts to reflect the overall reach and effectivemadispanfs ofan organiation and its
value chains.

The research concentrates on fiperceptiona responses of the interviewee®y this, Quocirca means that the
research did not set out to uncover any actual, defined capabilities of an organisation at either a teclusiogissr b
process level, but to uncover how individuals perceived the capabilities of their organisation to address the areas raised
in the researchEach question wadesigned to return@ec or e on a scale between 1 and
k n o wrswer). Guideline statements for the lower and upper scores were provided, with the interviewee then
choosing a point on the scale that they believed best reflected the position of their own organisation.

This approach will, by its very nature, leadat comparative set of results that are built upon perceptions which may not
be fully reflected in reality. This perception/reality gap is, in itself, important, in ety individuals within
organisations have misaligned perceptions around theirbogm n eapabilities. Other research has bepuoblished

looking more at the actual technical capabilities of organisations to meet the basics of an EPM strategy, but such
research can also miss the fact that there is often a significant gap betweepathibitycéo carry out an action or
process, and the manner in which it is carried out.

A straight forward 110 scoring system as used here will also tend to receive responses that are bunched towards the
middle. Throughout the research, the analysis shibat responsaistribution has followed & b e | | tlehighese 0  (
number of responsesccurin the mid-scoring ranges, with a general drop off in responses towards the extremes).
However, by using a wide range of possible responsestheeresearchan pick up on relatively small differences (in

the range ofess thar0.1 points) while still maintaining a high degree of statistical relevance.

Throughout the analysis, Quocirca has-19pl iatndresfaveakde s
(scores of 4). This enables thmiddle of the bellcurve (scores of 5 and 6) to be effectively discounted while still
creating groups of scoring enabling comparisons to be effectively drawn.

Finally, the approach has not been normalised ynveay to reflect local artefacts. By this, Quocirca means that some
regions may respond in a different manner to othiefsr example, one country may be found to score less often
towards the extremes of a scoring response than another, and one coyntgnsistently score higher for the same

actual perception than another. Although it is possible to theoretically adapt scores to reflect these issues and so creat
a more directly comparable data set, the decision has been made here to leave dll takainir awdo f or m so
any form of analytical skewing.

Such amapproach allows a baseline to be created, and for trending to be measured as the index evolves over time. It
should not be seen as provi di nggP M fsroelaiddi nveiseswo oaft aan yt eoc
level, but it can be used to indicate how well any grouping within the analysis perceives itself against the broader
picture.
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3. The Enterprise Performance Management (EPM) Index

Main Findings:
1 The index has been created to provide a baseline against which future progress
measured.

1 The index consists of six stbdices, each covering a flifer e n't area of
performance workflows.

1 The EPM processes covered are hntdated and there are linkages within and across tl
processes within the stibdices enabling a coherent and effective EPM strategy to be
up.

Quocirca, in conjunctio with Oracle, has created the EPM Index. The purpose of the index is to provide a baseline
against which future trends and improvements in how well organisgt@nsive that thegre dealing with the various
aspects of EPM can be measured.

The overd index is based on an average of six-gutices, each of which concentrates on a specific area critical to the
overallhealth of an organisation. These snbices cover the following areas:
i Stakeholder environment: An organisation will have a rangd stakeholders. As well as the obvious
financial stakeholders (individual shareholders, institutional shareholders, venture capitdigsigels), there
are also employeesustomers, partners and suppliers, regulators and society at Bagh of thee will have
their own agenda as to what they expect to get out of their relationship with the organisation, but all will have
a vested interest in its success. Understanding the various needs of each type of stakeholder, and ensuring tha
these needs cde met within financial and legal constraints is an imperative if management excellence is to

be attained.St akehol ders also have a role to play as i ny
capturing, acting upon and reporting back to suakeholder inputs must be in place.

1 Market model: Todaybés markets are ephemeral, changing
needs. Wit hhout a full view of what these dynamic

To create a market model that can be fully responsive to market changes, while also predicting and being
proactive wherever possible requires a fuldepth knowledge of what your competitors are doing, what
trends there are within the market, and how new aopgsed product offerings will impact existing products.
Within the market model, there should also be the means to evaluate merger and acquisition targets, along
with the capability to test various product and organisational scenarios as to their ampletorganisation

itself.

1 Business model: The business model is a strategic level model describing how an organisation plans to grow
and thrive. This covers areas such as orgagiisusinorganic growth, outsourcing, divestment of raore or
failing business units and growth through penetration of new geographies. The main means of ensuring that a
business model supports the needs of all stakeholders is through the use of scenario analysis, enabling the
most successful potential scenarios to be rgpidntified and implemented.

1 Business plan: Within business planning, the capability to forecast and report on argadime basis
becomes important. Changes within the market may impact on the business model, unless these changes catr
be identified ad dealt with as soon as possible. Making small changes through the business plan at this stage
avoids the need to 1&trategise at the business model at a later date. The use of variance analysis enables such
required micro-changes to be identified at aarly stage this is especiallyuseful when compang the
organisation against others in the same market, rather than just focusing purely on internal factors.

1 Business operations:Once an organisation has provided details of the market and busingsts namd has
codified these as a plan that meets the needs of the stakeholders, it then requires operational excellence to
ensure that treemodels and plans are effectively followed. The information uncovered through operational
analysis has to be fedbk into the overall system, impacting the business and market plans. Again, provided
an agile system is in place, the changes required to ensure that the business operations continue to fulfil the
requirements of the stakeholdeand the businesdself should be minimal. Underpinning business
operational excellencare effective processes that cross the organisational boundaries to include the various
stakeholders in the exchange of information, and enabling effective collaboration up and down the value
chain.

91 Business results: The aim of all the above actions is to ensure that the business results meet or exceed the
expectations of the stakeholders. Again, measurement of the results, whether these be of product sold,
margins attained or success ofemwncampaignhas a direct impact back into previous steps, and the need for
individuals and groups to have instant views of what is happening across multiple environments and data sets
means that flexible yet integrated tools are required to ensure thatdei ons made ar e made
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picturedo, and that decisions made against aggregat
and any upand downstream impacts that any change may cause.

Through devising a questionnaire that aséspondents to rank their perceptions of how well they see their own
organisation dealing with the various aspects of each area, Quocirca has created a satlimesubBy averaging the

results of these stipdices, wecanthen create an overall indexhich can then be broken down by geography, by size

of organisation and by vertical market to compare and contrast where various organisations are in their quest for
management excellence through EPM.

The index has a maximum score ofil@t this level, oganisations wouldbe reporting that theliave fully described

and codified plans and models covering the six areas detailed above, and would have the integrated processes and too
in place to ensure that there is a full exchangepmits andequired ifiormation across all stakeholders and regulatory
bodies involved.

However, as we will see, in this first iteration of the cycle, the overall antegabscores indicate thétte majority of
respondents perceive thatich remains to be done.

4. Overall Index Findings

Main Findings:
9 This first cycle of the EPM index shows an average score across the geographies coy
5.13.

9 The subindex scores are highly variable, indicating that the majority of organisations d
believe that they have solid plans, processes and workitoplace for EPM.

1 Large organisations fare better than smidrket organisations. This is, on the whole, to
expected, with the difference in resource availability and regulatory workloads involved.

1 France leads the index, with Italy second. At theeloend of the index are Iberia and t
Nordics. In general, this indicates that organisations in lightezh regulatory environment
score higher than more regulated environments.

The overall score for the EPM index is 5.13 out of 10. However, this figure hides a high degree of differences in the
underlying sukindices, across different sizes of organisations, geographies and verticals.

Copyright 2009 Quocirca Ltd

Sub-Indices and Overall Index

4.4 4.6 4.8 5 5.2 54

Stakeholder sub-index ‘
Market model sub-index
Business model sub-index
Business plan sub-index
Business operations sub-index
Business results sub-index

Overall Index |

quocirca

Figurel
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Looking across the various sirfdex scores (seigurel), it can be seen that the business model (5.32) and business
results (5.28) scores are markedly ahead of the others. Tlehalddr sub index (4.77) lags considerably, with the
business plan (5.01) also being low.

With the respondent profile being financial directors, controllers and other senior personnel involved in the financial
processes for an organisation, the resukts iarthemselves, not beyond expectations. The respondents will be heavily
involved in the creation of the business models, and will be intricately involved in the creation of reports around
business results. Although they will be involved with investamgl regulatory bodies, they will tend to be less
involved with customers, employees and other stakehol
business operationsSimilarly, the business plan itself will be seen as being far wpeeational, with the CEO and

COO taking the main responsibility for these areas. However, without those involved in the financial management
processes having a full view of operational processes, and being able to include inputs from stakeholdénsseithin
processes, as well as being able to act as direct inputs to the operational processes themselves, and aligned organisati
will not be possible.

Figure 1shows where the main foctisr organisationsieeds to be at this early stage of EMHifst, there is little to

show that the various stages of EPM are seen as needing to be dealt witlttahenant or consolidated manrserd

that although respondents see themselves as being reasonable at modelling the business and gaining specific results, tl
mor e granul ar and fdcoal facedo areas s uc klosefscus.pTha theni n g
focus may well be provided elsewhere in the business should not be taken as a positive, without joined up thinking, an
organisation can soonnfil itself in a chaotic state, with little coherence in overall strategy and the more tactical
processes required to attain and maintain that strategy.

The poor stakeholder stibdex score is very disappointing: this indicates that respondents are catiegriar more
on what happens within an organisation, rather than across its value clidgnfermation flows out to stakeholders
are neglected, or if stakeholders inputs are not accepted and deait @ath)ead to disaffected stakeholders, who ca
then cause downstream issues that could take a great deal of time and resource to sort out

Copyright 2009 Quocirca Ltd

Overall Index by Organisation Size

Overall

Tier 2 ($100m-$1b revenue)

5.00 5.05 5.10 5.15 5.20

quocirca

Figure2

Throughout this report, we will see that there is a marked difference between the perceptions and actions of very large
and nmd-sized organisations. For very large organisations, respondents were invariably higher scoring than their
smaller organisational equivalents. At the overall level Egare2), we see that very large organisations score at

5.18, against the micharket respondents at 5.07.

Overall, this should not be too surprising. Very large organisations tend to have more processes in place, have more
resource available to monitor and measure what is happening across value chaingy arel @sstrained by more
regulations, both at the global level and with the needs to report information through to specific stakeholders, such as
shareholders and institutional investors.
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At a geographic level, there is a reasonable spread of respdndegure3, we see that France (5.40) and Italy (5.26)

lead the pack, with Iberia (4.75) being the lowest scoring geography. Somewhat surprisingly for a geography that is
normally seen as being at the forefront of businedwitdogy integration, the Nordics do not score well at 4.98.

Il ndeed, many may see that the scores do not (Tesfragct w
well reflect regional variations in how mendents tend to score againstlsuesearch, but also tends to point to
underlying reasons for such variationsurtfer analysis, as drawn out through the variousisdices demonstrase

why many ofthese scores are as they are.

Copyright 2009 Quocirca Ltd

Overall Index by Geography

France

Italy

Benelux

UK

North America
Overall |

DCH
Nordics

Iberia

4.40 4.60 4.80 5.00 5.20 5.40 5.60

quocirca

Figure3
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Overall Index by Vertical

. 1
Finance

Retail trade

Consumer Packaged Goods

Telecommunications
Utilities

Hi-Tech (Electronics)
Industrial
Other W

Overall J

Healthcare

Public Sector

4.00 4.20 4.40 4.60 4.80 5.00 5.20 5.40 5.60

quocirca

Figure4

At the vertical level, we see that the overall index is pulled down through the two verscéwing groups of
healthcare (4.60) and public sector (4.34). In many areas of Europe, healthcare is essemtalipra df public
sector, and historically, public sector has been slower in adopting newer approaches. However, EPM is an approach
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where monitoring and measuring process and results is a key capability, and with public sector being so heavily
monitored n their dealings with central governments, it is a bad sign that EPM approaches have not been adopted
widely. Further, Public Sector has to become more responsive to change, responding to and reflecting the stresses of
movements in geodemographics, ofregpopulationthe impact of global financiahangesnd climate change issues.

EPM can provide the capability to analyse future states and to be better prepared to deal with these.

At the other end of the scale, we have finance (5.44) and retail .(5fjough finance has created many of the
financial problems on itself and the rest of the world, much of this has been through working around regulation, rather
than with it. Indeed,ifiance has been one of the most heavily regulated verticals ohshéepv years, and it is likely

to see massive changes and further increases in regulation as governments try to find a way out of the current global
financial woes. With single deals capable of making or losing very large amounts of money, EPM mekésieadjr

of sense to the financial vertical. Unlike many other organisations that are struggling to come to turns with regulatory
loads that have been foisted upon them in the last few years, finance has had to deal with such problems for a much
longer time, and has tended to become very process driven and risk averse in many of its dealings. Indeed, many of
todayods issues in the financial sector can be brought
and if the overarching businesdes are changed for the worse, the underlying processes just carry out instiiuctions
very effectively, to the detriment of the organisation and its direct and indirect stakeholthergfore, although the
perception here is that the financial secwomill placed to maximise the benefits of EPM across their organisations,
underlying issues with predicting, monitoring and modelling future state issues are manifestly apparent here.

We hear a lot about the lightness of touch in different geographias tvbemes to financial services: for example,

the United Kingdom is deemed to have had too light a touch in its dealings with the financial services markets. Again,
this has tended to be at a business decision level, yet the amount of reportingrthatial fservices organisation in

the UK has to go through to meet Financial Services Authority (FSA), Companies House, Stock Exchange and
shareholder needs (amongst others) is a heavy burden. Therefore, we must be sure not to confuse the usetof light tou
regulation in the financial services space with the overall lightness or heaviness of regulatory burden across the broader
organisational spectrum within any geographyere, the research shows that those countries that have an overall
heaviness of cuent regulation perceive themsehashaving a lower capability in dealing with EPM issues, whereas
those in lighter touch geographies perceive themselves as being capable of dealing with what will be lighter processes
more effectively. However, those ihe lighter touch geographies are the ones who expect to see the biggest changes
in regulatory load going forwards.

For retail, it really comes down tilne factthat here we are dealing with massively distributed organisations, where
accurate and timelfeed through of information can be théfeblood. Withfew IT skillsin the retail outlets, being

able to monitor and measure what is happening from a central point and to report-ieah¢imne on this isan
imperative.Also, the capability to respdnrapidly to market needs defines the successful retaigrsuring that the

latest fashions will be in stock 3 to 6 months in advance of the actual fashion season requires complex scenario
modelling capabilities, as does plotting tieographiconsumpgbn of shortlife consumables such as soft fruits within

the food retailing industry.

The following sections drill down through to the suldices, picking out those areas that best indicate where readers
should focus to create an organisation that bentife most from EPM.

5. Stakeholder Environment

Main Findings:
1 StakeholdeEnvironmentis the lowest scoring stindex. This indicates that the involvemer
of stakeholders in the performance of the organisation is not being optimised.

T There wa s a high number of fidonoét k n
respondents were not even considering the needs of dkehsiders in their planning
processes

1 The correlation between overall index score and the perception of how much regy
change is expected is strong

The stakeholder stildndex is made up from a set of questions around how an organipatitgives the effectiveness of

its dealingswi t h t he wvarious stakehol der s spondents Wweee askedgmcorisideat i o
employees (including contractors and consultants), partners (including suppliers), customers, shareholders, regulators
and society at large. The questions asked in this section focused on how well or badly respondeets theilr
organisation interacted with these various groups, and how well or badly they shared required information with them.
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Less than a quarter of respondents felt that they had effective processes in place to engage stakeholders in discussion
and other Quocirca research indicates that newer means of communication and collaboration, such as social
networking, have yet to reach any level of mainstream use in the majority of organisattdeast for business use.

Similarly, only a littte over 1% f el t t hat i nvestors and regulators had .

At a supplier level, only 13% of respondents effectively share performance feedback with their swppliérsyould
enable them toptimise the opportunityfor the suppliers tinteractandimproveperformance, ooptimiseprocesses in
conjunction with the organisation.

Al t hough AGreendo has been a hot issue, only 13% state
environmental and social gects of their sustainability strategy.

Overall, this points to stakeholders being a fAforgot
artefact of the respondent profile, with stakeholder communications being seen as belongingstanothe
organisation. Outside of regulatory and investment stakeholders, individuals involved within the main management
financial processes of an organisation have not had the need to deal directithesiftakeholders such as employees,
suppliers ad customers. However, the new world demands new approaches, and an agile organigatios diale to

embrace the inpubf stakeholders at any stage of their management processes, and to be able to respond to such
external forces rapidly with the knosvid ge t hat t he wvarious fwhat i fso and
sufficiently to assure a level of success.

Copyright 2009 Quocirca Ltd

Stakeholder Sub-Index by Organisation Size

Overall ‘

Tier 2 ($100m-$1b revenue) -

460 465 470 475 480 485 4.90

quocirca

Figure5

This subindex received the lowest score by a considerable margin. At only 4.77, Quocircatatitite score had

been pulled down by a | arge number of Adonot knowo s
respondents provi ded isanligher than@amwharé dise ik the suredthaugtstiisaaflects

the historcal position of the finance role within an organisatidms should raise flags for anyone reading this report

If those who are closely involved in dealing with the processes that define the performance of an organisation do not
fully understand whathe various stakeholders are looking for through their association with an organisation, it
becomes impossible to successfully define and operate the processes that are required to meet theirtheeds.

the same people are not close enough to ktddters to solicit input or to accept direct input from them, the underlying
processes will remain essentially internally focused, and the organisation will not be best placed to demonstrate all the
aspects of management excellence.

As with the main indexvery large organisations have a higher score than those in thearkét (seé-igure5). This,
in itself, is not surprising, due to the different types and numbers of stakeholders that these very different organisation
types ae dealing with. For example, very large angsation will generallype publically quoted on the stock exchange,

©Quocirca 2009 Pagel0

quocirca



Enterprise Performance Manageme¢ April, 2009

will alsotend to be more geographically dispersed, and will have a higher number of external resources being utilised
in the dayto-day opertions of the business. However, rsided organisation should not take this as an excuse not to
have suitable processes and tools in place to ensure that they can deal with their stakeholders effectively, and just a:
much effort may be required to identithe different stakeholder groups as there would be in a very large organisation.
Indeed, the input from external stakeholders can help smaller organisations to gain a better understanding of what need:
addressing in their existing processes and alsteimtifying external influences at an earlier stage.

Copyright 2009 Quocirca Ltd

Stakeholder Environment Sub-Index by Geography

France
Italy
Benelux

Overall

UK

North America
DCH

Iberia

Nordics

0.00 1.00 2.00 3.00 4.00 5.00 6.00

quocirca

Figure6

At the geographic level, we see that France and Italy lead the way, while the Nordics and Iberia Figu(eé
Surprisingly, the Norids see themselves as being villow averagewith a very low score of 4.14. This is not down

to a poor score in any one single respdnige Nordics performed badly across the board in this section. There would
seem to be no simple explanation testhas generally speaking, organisations in the Nordic region are run well using
strong processes and in a relatively open manhds possible that the generally high levels of technical knowledge
within line of business employees in the Nordics mehas they are more aware of the technical issues they face in
ensuring a highly effective inclusive stakeholder environment, and score themselves down accordingly.

An interesting correlation between the overall index and one area within the stakeholtletesuban be seen when

we compare the amount of expected change in regulatory load with the overall indeig(se&). Here, the more

change in regulatiothat isexpectedoy a respondenthe higher the overall EPM index isVith the likes of France

and Italy being at the upper end of the EPM indeis, ¢buld indicate that the lightéouch regulation economies have

been more able to meet a less complex level of monitoring, measurement and reporting than is seen &g ossible

highly regulated economies, such as the US and Germany/Switzerland. It would then make sense for the already
regulated economies to expect less overall change than those in the less regulatedhepageent market situation

does look as if lgbal requirements will force large changes in these markets. If this is the case, then Quocirca expects

that the next iteration of the EPM index could well show that some geographies could have lower index scores than
now, as they struggle to adapt tomastringent measurement and reporting needs.

Further, such regulatory change will provide opportunities and threats in the market, and could well create further
instabilities which will require solid EPM process capabilities in place to manage thertiveffec For example, a

move to a more regulated environment may uncover major issues for an orgaiisatfoas historical issues in how
accounts have been prepared and repartedking them more of an acquisition target. Howeglersuch issues then

make thema suitable acquisition target, or will their problems infect the acquiring organisation? Only solid
competitive analysis capabilities, combined with scenario analysis and future state modelling can ensure that such
decisions areptimum
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6. Market Model

Main Findings:
1 Although most organisations state that they have a competitive intelligence furibgo
outputs from it do not seem to meet the

1 The more complex competitive environment of fmdrket organisations hits the surgex
score for these organisations.

1 Most respondents expect to see a high degree of change in the compeetironment over
the coming 24 monthisyet few feel ready to deal with such changes.

The market model sdimdex is built around a set of questions covering how organisdéehshey are prepared for

dealng with competition in the markets, for example through the use of competitive mnaigshility of profitability

by product line, customer segment and so on, and the capability to benchmark performance of such areas against the
competition.

With an overall score of 5.19, the market model-gutex provides the third highest score witlthe subindices,
slightly ahead of the business operationsisglex, but behind the business model and business resuilsdicis.

Within this area, there was an overall view that the competitive environment would undergo a degree of change over
the coming 24 months, with North America, Germany/Switzerland and Iberia being the only geographies seeing less
change than the overall average score.

Most organisations & some capability for competitive intelligence, but only 17% felt that the capyapiovided

them with sufficient informationabout their competition. This indicates the need for better tooling, enabling
information to be looked at from different viewpoints, for events and alerts to be used to automate processes to deal
with threats ad opportunitiesoth before and as they happand for a platform to be in place that will enable such
processes to be optimised and chahigea highly flexible manner.

Only 12% of respondents felt that they had strong capabitdiassess the possblevel of success for a new product
or service in the markétwith no respondents scoring higher than 8 out oihltfis area.Sucha lack of visibility into
even the near term future indicates that many organisations are just hoping for the bdatimdténg new productis
again, this may well be an artefact of the research prdfiie shows that the finance function is not being included
within the product planning processes.
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The capability for organisation to gain visibility across product Jirmsstomer segments, different markets and
channels, as well ahatto benchmark such information was limited, with only 12% feeling that they had a high
visibility of such information.

Overall, though, the bell curves for each response demonstratégghtlly sinore positive than average distribution,
leading to the suindex score of 5.19.
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Again, in Figure8, we can see a difference between very large organisations ancharkdt ones. Very tge
organisations tend to haweell defined competitioni othersimilarly large organisations where there will be multiple
sources of irdepth information available on them, such as central regulatory filings, financial analyst reports and so on.
Suchfous on the fAeasyo c o,ncpneldad toissues wheserag ergasisatiorh rmtwoe the radar
suddenly grows and becomes a major competitdere, an example can be drawn between how Google became a
competitor to Microsoft, or how an interAedsed retailer like Amazon became a major competitor to bricks and mortar
style retailers like WH Smith.

For the midmarket organisations, the situation is more compléxere may be many more organisations of the same
size that need to be covered, avile there may be many more products or services from these organisations present
at any one time in the markétere is less room for arsgich product oservice tabe successfudverall

With these results, the indication is that although very larganisgtions may feel that they have the situation under
control, more may need to be done, and for-girgd organisations, gaining a greater depth of visibility, knowledge
and understandinig these key areas has to be an ongoing focus.

Figure 9, shows that Benelux, ltaly and France head the -sutex, with Iberia trailing heavily again, and
Germany/Switzerland and the Nordics having relatively poor perceptions of their capabilities.
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7. BusinessModel

Main Findings:
1 Growth strategies revolve around new customers and new products/services, wit
geographies and channels being seen as too risky in the curreoitnéccfimate.

i Better scenario analysis capabilities is needed to ensure that new products, serviq
strategies such as merger and acquisitions will work as expected.

1 Customer churn remains a perennial problem, indicating that many respondents hgate
managed to create effective customer relationship management (CRM) strategies.

At 5.32, the business model sirnlex score is the highest sirtex score in this first cycle of the EPM index.
Questions coveregerceptions arounthe overall forward planning capability in the organisatioareas such as the
capability toeffectively carry out multscenario analysis, tracking opportunities for mergers and acquisitions, how well

the business strategy is understood by employees, and so on. One area also looked at how important organisations sa
different key driversn gereratinggrowthin the market (seEigurel0).

Here, we can see that gaining new customers was seen as the most important focus for respondents, followed by nev
products and services. Managing customer churn continues to tgx man

However, the current market conditions seem to be turning people away froiskibegrowth plans such as building

new channel¢o market or enteringew geographies it seems that the focuer the time beings to be on known
environments, tryingo get new products and services out to existing and new customers at the lowest possible risk.
This does, however, mean that organisationsstilllneed tocarry out the necessary scenario and competitive analysis
required to maximise the impact of asiych new strategies.

By creating suclprocessunderpinning, organisations will then find themselves well positioned for carrying out
analysis ofiiskier strategieghatwill allow them tobreak in to new market a later daté and as such be able teat
the competition whesuchmarkets start to recover.
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Only 11% of respondents stated that they are trackiagger and acquisitiorM&A ) opportunities and competitive
threats in the markets to any great extent. Over three quarters retagvely ambivalent in this ardayet in a down
turning market, M&A activity is likely to increase, and new competitors may appear from such new, egitas be
seen in how the life sciences companies are increasingly combining new commercighphbijtes with generic
drug production and so competing on two fronts at the same titaging he capability to track and react in neaal
time against such changes in the market should not be overlooked.
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With recard toorganisational size (sdeigurell), mid-sized organisations are less likely to want to break in to new
geographies, and may already find dealing with existing chamveldy complex and time consuming. However,
Quocircaexpects many in this space to start to look at what merger and acquisition opportunities exist if the poor
financial conditions continue and to ensure that any M&A activity is successful, there will be a stronger need for
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analysing different scenarios. ttever, at the M&A tracking capability level, large and small organisations show little

difference in average responses.

The research shows th22% of respondents did not feel that their strategy was well understood by their employees

yet, without suclunderstanding, it is difficult to see how these employees can feel that they are helping the business in

its aims, and to align their own aims with those of the organisatiadeed,less than 28%elieve that their strategy is
well understood by their gpioyees, leaving over half sitting on the fence.

Quocirca believes that a midnge score in this case will generally translate into a poor real understanding of strategy

at the grass roots leyahaking the overall figure for a poor understandingobang ani sati onds-amitr at e
even if an employee does understand some parts of the strategyaghio be aligned with the total strategy to be

effective.
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At a geographic level (sdeigurel?), Italy scoreswell ahead obthers This is predominantly driven by high scores in
the importance Italy sees in the various aspects for growth generatiith exceptionally high scores in the new
geographies and new channels areas.

Indeéslchn respondents topped the response scores for how strongly they
perceived different areas for growth across the board. From this, it would seem that Italy sees recovery occurring not

just through growth within its own market, but through leveragisgnearness to markets such as those across the

Adriatic, where EU and other inward investment money was available before the current financial situation hit.

However, with this money drying up, such markets may not be a fertile growth opportunityrfertisne. Again, the
lack of forward looking tools for scenario analysis and modelling may well lead to major isttaéariforganisations
try to make a move into new markets too soon.

The UK alsoscoreswell, but this isdown torespondentsvanting b drive new products and services while managing
customer churn, and t@anting tomonitor merger and acquisition activigyfectively.

At a vertical level (se&igurel3), finance and CPG lead the way. Finance sees growthghroew products and
services along with new customers, but does not see such opportunities in new channels or geobfaywbies,

finance does gain the highest score by some distance in how well it believes it is tracking M&A activity and

competitive breats in the markét something that may not reflect reality based on recent happeniAfitough

fothero tops

t hose

wanting to

manage customer Hitdchur n,

tops the board when looking at ngeographies, witmndustrial leading for new channels.

Utilities and hit e ¢ h

bel

eve

t hat t hei

r

e mp | o ybesgwith ORGlaimisgtttee n d

greatest capability to analyse different scenarios, as wh#lassing it iswell positioned to enter new markets.
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8. Business Plan
Main Findings:
1 Larger organisations do not, on the whole, attempt to align their needs wik tf
stakehol derds or individual employeeds.

1 Mid-market organisations areome likely to align employee compensation with corpor
performance than their large counterparts.

1 ltaly and Iberia are way off the average in this-sudeX, indicating poor capabilities to loo
at the business at a gr amuidmarn dl ewell ,c oann
how their organisations are run.

The business plan starts to look at a greater granularity of capability, focusing more-torddgycapabilities and
strategiesn matching the financial performance of an organisation with the performance and needs of indnddual

groups ofemployees. Here, respondents were asked for their views on areas including how employees were

compensated against their individual contribi on t o corporate goals, how well

business goals, to what extent risk and performance were considered when setting goals and targets, and whether plar

and budgets had the flexibility to be changed to meet changks markets.

There is very little differencgjust 0.01)in the scores gained by organisatiaisdifferent sizeqseeFigure14).
However, there are differences within the res@s given to certain questionsor examplgone question focused on
how well a respondentés organisation is positioned
market and business environment. Here,-matket organisations scored on average 5, with very large orgarssation

t

C

scoring 5.08. Conversely, a question looking at how line of business managers are compensated according to their

contribution to corporate goatsmw themid-market score 5.06 against the very large organisativh®9. In the first
case, this showsss flexibility on behalf of the mitharket organisations, while in the second, it demonstrates less

capability in how the |l arge organisations interact
aligning with t hesmalerdrganisationsaseetnmgly valuing their tcdreeemployees to a greater
extent.
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At the line of business compensation level, fewer than 13% of respondents reported that there was a strong alignment
between performamcand pay. Retail scored the highest, with many line of business managers being on solid targets
for sales. Finance came second, with the fAbonus cul't
sector and healthcare scored lowegirobably to the relief ofmanywho would not want to see primary healthcare
professionals being paid according to results.

Similarly, less tharl4% of respondents state that strategic goals are linked directly to financial budgets and operational
plans, indiating a gap in planningapabilitest o finudgeo things in the right dir
the strategic goals ameell aligned with dayto-day operations.Again, this may be down to a perception gap, with

other areas within the bussgbeing responsible for ensuring that operational plans maintained the link with financial
plans.

However, financial personnel within an organisation need to have a motamealiew of what is happening so that
budgets can be balanced against changiggities and that any major issues can be dealt with throogghy changes.

Only 9% of respondents stated that they assess both risk and performance at the same time when setting goals an
targets, with 30% indicating that they paid little attentionthese areas in their planningVithout a coordinated
approach to risk and performance, organisatinag chase high performance results at too high a level of risk, or may
take a far too conservative approach to opportunities when the risk/rewardequatid show that a degree more risk

is warranted.

Only 13% felt that they had sufficient flexibility in their plans and budgets to be able to meet changes in the markets
and the business environmgwith nearly one in three respondents feeling that\ds an area of concern for them

At a geographic level, North America and the Nordiosin the upper half of the indéxa rarity in this research (see
Figurel5). However, Quocirca has found through this and other resdzatiNorth America is a highly driven work
environment, with employees being seen as individuals who should strive to bring work and personal aims together,
whereas the Nordics demonstrate a very close alignment between the lines of business andsrativicisahe board.
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Figurel5

Indeed, the low scores from Italy, which has been in the upper two of the previeinliseals, indicates that Italian
organisations tend to run far more on a commamadicontrol basis, withlitt e i nt egr ati on of st ake
and needs into the needs of the organisation.

9. Business Operations

Main Findings:
1 Few organisations make use of key performance indicators (KPIs) matched witkandug
effect diagrams.

1 Common data models and master data repositories are still beingiusg@iecemeal manne
with islands of capability diluting the overall effectiveness of such approaches.

The business operations suiglex looks at how a businebglieves it is positioned to dealith eventsarisingfrom

within its processesand how well it is set up to deal with the information across its value chains. Here, the survey
asked questions covering whether organisations are reactive or proactive in the manner in which alerts from events in
critical business processes are dealthwhow key performance indicators (KPIs) are linked to camskeffect
diagrams, and whether an organisation uses a common data model or a master data repository.

Over 40% of respondents either did not have or did not know if they had any mastepdaitme or common data

model. However,56% had a common data model or master data repository against specific discrete data sets. This
indicates thathe majority of organisations wiliot have a full capability to access all possible information seurce

an integrated and meaningful manner, so compromising their decision making capabiliteesise of master data

models is encouraging, though, and Quocirca expects consolidation across multiple data sets as time progresses
improving things further

Again, there is a correlation betwethre overall index anthose who use a master data repository or common data

model. Against an average overall index score of 5.13, those using such an approach to any extent score 5.36, with
those using a single regitory scoring 5.82, although this is a small sample size of 5 respondents.
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At the organisational size level (sB@urel6), again, it is not overly surprising to see that larger organisatiiihs

have more control over their data and will make more use of KPIs and master data models. Master data modelling is a
relatively new approach, and many rsided organisations wilbe at best, still evaluating its use, where many larger
organisationsill already have seen hoiv can provide competitive advantage to their business strategy. However,
overall usage of master data models is still piecemeal, and Quocirca believes that much more could be achieved by
organisations taking a more inclusiview of its usage across the organisation and its value chains.
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At the geographic level (sdggurel?), the UK comes high up in the list, primarily due to a very high score in how it
sees itsk dealing with alerts from events in critical business processes. Overall, nearly one in 5 respondents felt that
they were well positioned in dealing with such alerts.
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10.Business Results

Main Findings:
1 The business results sifrlex gets the second highest score in the research. Howeve
reflects responses showing that essentiaiyhual means are in use, which could be mads
more effective through EPM processes.

The vast majority of organisations state that they can consolidate accounts within 10 da

25% of respondents believe that their external stakeholders are not happlyendisclosuresd
made to them.

The business results suimex looks to the end results of tharious workflows involved in the EPM proces$elsow

well an organisation can pull together the data and information created by the various processes involved in carrying
outits business. Within this stindex, questions were asked covering areas asi¢cfow interlinked reporting is across

the organisation, how rapidly financial reports can be consolidated and closed, how satisfied external stakeholders are
with speed of response to their needs and so on.

Over 25% of respondents stated that they haat papability for charting their accounts in any meaningful manner,
compromising their capabilities to monitor the financial health of the organisation. Nearly one in 3 respondents are still
using essentially manual processes to perform-peréod trackng of financial events.

However, even though there is an overall poor capability to automate financial processes, the vast majority (75%) of
respondents stated that they can complete and close consolidation of accounts at a financial review peridd with
working days. The stress that this must place on manual processes, and the number of errors and issues that must &
present was not questioned, but must be considerable.

Nearly one in 4 respondents felt that their external stakeholders woulddatisfied with their financial and nen

financial disclosures, which could lead to expensive misunderstandings and demands for personalised information to
meet individual stakehol deroés needs.
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In some ways, this stilbbdex would be where it could be expected that+simkd organisations could epérform their

larger counterparts. With less data to deal with, and often shorter process paths, the consolidation and reporting of
information could be faster than within largeganisations constrained by more rigid processes. However, across the
board, larger organisations still outperformed the-matket organisations (sdeégurel8), indicating that the mid
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market still struggles in pulling togethinformation in a meaningful and effective manner to meet their internal and
external needs.
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Again, at the geographic level, Italyeswell, with Iberia scoring poorlyseeFigurel9).

11.0Other findings

Main Findings:
1 There are mixed messages around how respondents see the linkages and interdepg
between the various parts of the EPM environment

I There are a lot of misunderstandings around what business intellicgmodfer to a businesg
with many not even being sure of what Bl is.

I There is a broad correlation between the views of the importance of Bl and the overal
index score.

The six subindicescreate an overall environment that builds up into an interlinked and closely dependent set of
processes that form an EPM strategy. However, just over 1 in 5 of respondents saw that an integrated approach had t
be tken, with over 27% seeing no linkage between the areas at aHigsee20). Although the research shows that

many organisationbelieve that theyrave much of the capabilities in place for effective EPM, such a high number of
people not seeing the need for linking the areas together will mean that such capabilities will never provide the
maximum payback across an organisation.

This creates a major capability gap between what a company can possibly achieve and what iithedieeshieve.

Many organisations will believe that EPM is a major project involving the introduction of new technologies, new
architectures and a great deal of new education for users. However, EPM is essentially the use of effective
management procgss, underpinned by such technologies as workflow, collaboration and communication and business
intelligence. The vast majority of organisations will have such capabilities already in place, albeit often available as
silos of functionality.

By changing prceptions from a major project focus through to a future state gap analysis, organisations should be able

to rapidly identify where they need to focus and so concentrate effort and resource in the areas where the best return or
investment can be obtained.
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Creating effective processes that utilise automation wherever possible will cut down on wasted time and minimise
information issues that can be introduced in manual operations. The use of analysis tools to model future possible
scenarios will minimis@ossible losses through optimising the risk/reward equation.

EPM must not be seen as a highst project, but needs to be seen in terms of survival strategy and growth capabilities
in changing markets.
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Figure20

The majority of respondents either did not understand what business intelligence (Bl) could do for their business, as
being an expensive means of visualising data or as a means of reporting on past events within an organisation (see

Figure21).
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