Quality in Strategic Planning

Why Is Strategic Planning Exempted From Quality Review?
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Warm Up Exercise

} Read the Leadership Survey
on your table.

} Choose the leader you
would want.

 Right down your choice and
turn in the sheets.




Objective

. Discuss the standard
approach to strategy
management.

} EXpose the history of
failures due to poor
strategy development and
Implementation. \

; Outline best practices to
Improve the strategy
process.

1 Demonstrate how these
best practices fit within the |
vision of ASQ.




Outline
; Review history of corporate

failures.
;Outl 1 ne management
approach to strategy

management.

} Discuss the best practices of
strategic and competitive
intelligence.

} Demonstrate an example of a
strategic fallure and how it could
have been avoided.




Basic Premise
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Stakeholder Accountability

According to a February 2009 McKinsey report:

1 45% of investment professionals believe global
economic turmoll has increased the importance
of governance programs.

1 66% of chief financial officers agree that
environmental, social, and governance programs
create value for shareholders in typical times.

1 66% of executives believe shareholder value
created by environmental and governance
programs will increase in the next five years
relative to their contributions before the
economic crisis.

ASQ Website




Corporate Failures!

Gonel
1 Lehman Brothers
1 Washington Mutual
1 Enron
1+ Arthur Andersen
1 WorldCom
} Barings Bank
1 Bear Stearns

Near Misses!
1 IBM
1 GM
» Ford
1 Kodak
v AIG
} Merrill Lynch



Failure Statistics

Public Companies Bankruptcies 1980 - 2010
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Financial Crisis & Bubbles

Recent History Worst in US History
1 2007 Real Estate Crisis 10 9 Qil Crisis of 1973

—

1 9-11-2001 1 9 0 Panic of 1837
| 2001 Dot - Com Bubble & } 80 §ennedy Bear Market
Recession of 1962

7 0 Recession of 2001

6 0 Panic of 1819

5 0 Panic of 1873

4 9 Bankers Panic of 1907

1 1998 Asian Financial
Crisis

1 1994 Peso Crisis

1 Recession of 1991 3 § Panic of 1893

} Stock Market Crash of 20 Mortgage Crisis of
1987 2007
} S&L Crisis of 1985 ;1 0 The Great Depression

1 Recession of 1980 of 1929
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Good and Bad News

1 Its not the end of
the world financially!

» Panics and Bubbles
have been around
forever.

} However, we have
not gotten much
better at managing
the risk!




Why Haven’t We Improved?

Improvements in Past 25
Years? Past 200 Years?

» Professional Risk
Management?

1 Internal Auditing?
1 Quality Assurance?

} Management Training?
1 Financial Models?

i Information Technology?
} Accounting Standards?
}

Global Access to
Information?

1 Financial Risk Transfer
Tools?

'2\\\"\ o -
\
} \ \




Be Careful!




Proper Governance Requires Effective
Strategy Development

1 Effective strategy
development requires
an effective evaluation
of external risk factors
to the organization.

; The Trojans had a
strategy O impenetrable
high walls. They lacked
knowledge about their
opponent and what was
beyond their walls!




Basic Management Outline

Vision

Mission

Strategy and Strategic Goals
Strategic Objectives
Financial Goals & Plans
Operating Objectives
Implementation Management

Track Actual versus Expected
Results
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} Reward System for Achieving
Goals and Objectives.




Leadership Survey Results

} Great cavalry leader of } Piloneered
the Civil War Improvements in
Beat Jeb Stuart submarine warfare
Extreme Bravery } Pioneered new

approaches to using
alrcraft carriers
} Made it a point to

Led from the Front
No Task was too much

N M N g N

|
to handle: remember people and
} Died in Battle at the use their strengths
Little Bighorn ; Won WWII in the Pacific

A: Lt Colonel George B: Admiral Chester
Custer Nimitz




Let’s See It In Action!

1+ Vision of U.S. In the

18000s

1 Mission of the US
Cavalry

;1 Strategy of the
Cavalry

; Operating Objectives
1 Incentives

} Expected versus
Actual




How Could This Have Been
Avoided?
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Best Practices in Strategy
Development

} Strategic and Competitive
Intelligence

. External Focus on Current and
Future Trends

} Tools that force reframing of
strategy and objectives

1 Open forum for discussion to
take place




Best Practice Strategy Tools

; Five Forces analysis

} Four Corners analysis
} PEST

1 Blind Spot identification
1 Scenario analysis

1 War games




Five Forces Analysis

Threat of
Potential
Entrants

Power of
Suppliers

Iindustry
Competitors

Power of
Buyers

Threat of
Substitute
Products or

Services




Porter’s Four Corners Analysis

1 Motivation 0 Drivers

Motivation 9o Management Assumptions
Actions 0 Strategy

Actions - Capabilities

STEEP
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Technological

Economical

Environmental o Ecological
Political
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War Games

1+ Cross Functional
Team

} Teams represent
competitors

} Research package

» Develop strategy
analysis for each
competitor.

1 Let them loose,
nothing is sacred and
off the table.




Blind Spots

1+ The difference
between the
consensus five
forces and
management
assumptions =
Management Blind
Spots




Blind Spot Analysis is the Key Component
Financial Services Industry Example:

Management Assumption 0 The Federal Government
will stand behind the home mortgage industry.

Management Assumption 0 Interest Rates will
remain low!

Five Forces Supplier Analysis 6 Mortgage lending =
80% of GDP

Five Forces Customer Analysis 90 Current customer
mix Is higher risk.

STEEP Analysis 0 Interest rates are cyclical and
higher rates are likely.

Blind Spot & Management is out of sync with the
realities of the five forces and STEEP analyses.




ack to Custer

1 Using SCI, could we
have saved him?
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Cavalry Intelligence Blind Spots

1 Assumptions: 1 Reality:

B Sioux have 800 BThere were over 2,000
warriors 0 total village warriors and almost
size of 2,000 10,000 villagers

BThey will run in face of BThere was no were left
large cavalry force to run

B Cavalry fighting B Sioux had purchased
techniques are superior multi - shot carbines
to Sioux from traders

BThe Sioux were only BThe Sioux had been
renegades following joined by the Cheyenne
Sitting Bull, not a tribal to protect the Black

uprising Hills of South Dakota




Your Orders - Do Not Let Them Escape!
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What Does This Have To Do With
ASQ?

AL AT AT A A A AN AN AN
By making quality a

global priority, and a
personal ethic, the

American Society for
Quality becomes the
community for
: everyone who seeks
AS@ quality concepts,
technology, and tools
to improve

themselves and their
world.




Summary
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Summary Continued

1 If Strategy Is not

developed within
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; Then Quality
Assurance
Professionals can
not achieve Its
YiiRhshiihonme

1 And the
Governance process
IS not able to
achieve the triple
bottom line!







