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CEOs Goals

Globalization
Shareholder Expectations
Customer Expectations
Resource Availability/Cost
Aging Equipment/Workforce
S d f B iSpeed of Business
Loss of Operational Control
Death by Initiative

St t i  Ali t

COO/CFO Goals

Strategic Alignment

Transparency

Ability to Sense & Respond

Impact Analysis

Ability to ‘Close the Loop’
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Top Five Goals

Proactively manage production 55%Proactively manage production

Exec visibility into production processes

Provide visibility into plant floor financials

I d t lit & d i bilit

55%

51%

38%

37%

0% 20% 40% 60% 80% 100%

Improve product quality & reduce variability

Leverage best practices into new facilities 37%

37%

The Transparent Factory
Aberdeen Group

Performance Improvement Initiatives

Expert Systems

CIM

Lights-Out
Manufacturing

SQC
Expert Systems

6σ
Fieldbus Lean

Manufacturing

OPC

Internet

EthernetMES SPC ERP

E-Manufacturing.com TQM

EthernetMES SPC

Asset Management

CRM
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Performance Measurement Initiatives

ERP

Q lit

Finance
Asset

Utilization

ROCE

Activity-Based
Costing

Product
Costing

Balanced
Scorecards

Performance
Benchmarking

ROI

ROA

Customer
Costing

Quality
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Asset
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Benchmarking ROA

Death by Initiative

ERP
Finance SQC

Expert Systems
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Quality
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Finance
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Availability
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Return on Assets

Economic Benefit

$ ROA

Economic Benefit

Asset Cost

Not
Measured

Sometimes
Measured
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Time

No easy way to measure economic benefit

Agenda

C Level PerspectivesC- Level Perspectives

Real-Time finance

Real-Time strategic alignment

Economic optimization of plant assetsp p

Strategies for success



IW BEST PLANTS CONFERENCE APRIL 1-3, 2008 – Milwaukee, WI

CEO

Executive Perspectives on
Manufacturing Operations Financials 

CFO COO

Enterprise
Management

Production

Monthly

Business Measurement Business Operation

Financial
Reporting

Management

Plant Asset
Management

Manufacturing Asset Base

Real-Time

Daily

Plant accounting model

Monthly Variance Report

C1/U1

Actual Standard Variance

C2/U2

C3/U3

CS1/US1

CS2/US2

CS3/US3

X1%

X2%

X3%

Material 1

Material 2

Material 3

Material 4

Product 1

Product 2

Product 3

Energy

3 3 3 3 3Material 4

Cost accounting lacks resolution and 
timeliness
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Plant Measurement Separation

Business
Performance

Accounting

Base & 
Product

Key
Performance
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Operational
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Energy
Products

Materials

Product
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Accounting decomposition

Plant 
Accounting

Area 
Activity 

Accounting

Area 
Activity 

Accounting
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Accounting

Real Time 
Accounting

Accounting

Real Time 
Accounting

Real Time 
Accounting

Real Time 
Accounting

Real Time 
Accounting

Real Time 
Accounting

Real Time 
Accounting

Real Time 
AccountingAccounting Accounting Accounting Accounting Accounting Accounting Accounting Accounting
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CEO

Real-Time, Finance Based,
Performance Management

Financial
Management

Enterprise
Management

Production

CFO COO

P d ti C l

Reporting Cycle

Business Measurement Business Operation

Activity/Velocity
Based Production

Management

Plant Asset
Management

Manufacturing Asset Base

Real-Time

Production Cycle Based
Management

Real-Time
Performance

Measures
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S

Identifying strategic performance 
measures – Vollmann Triangle

Strategy

Action Measure

The strategy/operations gap

The Gap

Manufacturing Operation
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Strategic Alignment & Decomposition
for Manufacturing Facilities

Corporate

Division

Plant

Area

Unit

Enterprise Manufacturing Intelligence 
= Plant + Business Intelligence

Finance Enterprise
Management

ProductionActivity/Velocity
Based

Measure Context Act

Production
Management

Plant Asset
Management

Manufacturing Asset Base

Based
Management

Real-Time
Performance

Measures
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Real-Time Plant & Business Intelligence

Executives

Management

Executives

Operations

Aligned performance managers
at all levels in the organization

Real Time Finance
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Traditional plant functional separation

Maintenance Operators

Asset Availability Asset Utilization
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Traditional Facility Optimization Conflicts 
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Maintenance Operations

True Economic Optimization:
Asset Economic Value Vector

Mfg. Process Asset
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Asset Availability

Plant Asset
Management
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Alignment of Plant Measurements

Business Performance Measures

Base & Product Measures

Key Performance Indicators

(DPMs and  Other Accounting Measures)

(Asset Availability, Asset Utilization, EA, EU …)

Energy
Products

Materials

(Flow, Level, Pressure, Temperature …)
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Closed Loop Business Control

Business
Objectives

Mfg.
Business
Controller Real-Time

Performance
Measurements

Real-Time
Production
Outputs

Plant

Mfg. Business
Measurement

Transformation

Mfg. Business
Performance

Transformation

Continuously Improving
Return on Assets
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