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As a strategy, do you actively seek
additional capability to 

offer clients greater value?

1 2 3
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0%
5%

1. Yes
2. No
3. Don’t Know
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Budget Constrained Project Selection
Workshop Abstract

In the Age of Targeted Accountability

We Work in a Transactional World
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Decision Targets – Volume / Value Impact?
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Decision Targets – Volume / Value Impact?

Approach
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Tactical

How do you establish the best 
Approach?



Why does Approach fail?

“Because something goes wrong”

What is that something?

Assumptions

6



What are 3 Negative Outcomes of Bad

1. Delay Success
2. Mitigate Success
3. Destroy Success

Assumptions
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1) 30 Year Master Distributor & Value Add “Branded” Product Packaging
2) Ownership – Privately Held
3) Ruler – Single Head / King – Employs Golden Handcuff Rule
4) Management Team – Conservative, Subordinate, Loyal
5) Market Focus – HVAC Parts
6) Type of Organization – Sales, Inventory & Location based
7) Product – Components & Systems, Avg. Life 5 Years, Value $5 - 10K�

8) Shipping – 16 US Stocking locations
9) Customers – Mom & Pop to Very Large Nationals (above $1B)
10) Revenue – $60M
11) Gross Profit – 78% of Revenue – $47M
12) Earnings before Taxes – 26% of Revenue – $16M

Workshop - Company Summary

Handout-1
a
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Analysis Goals & Tools 

The Management Team selected
1) Pareto Chart analysis / decision method
2) 10 critical to success projects to evaluate - based on a customer survey

Customer Survey Data included
1) Survey, 1,500 customers, N = 385

a) Identification number
a) Location 
b) Type – Mom & Pop, Distributor, Value Add Service Provider, etc.
c) Financial Data linked to each customer survey returned

Note: All survey participants were procurement employees 

Management Team is using
1) Experience / Knowledge / Skills – Sls, Mkt, Ops, Fin, IT, HR
2) Intuition
3) Communications – Cross Departmental

Goal - Identify “key” projects to improve & maximize
1) Customer Satisfaction
2) Revenue
3) Profit

Handout-1
b
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Id Nbr

Pareto Analysis – Customer Importance Level

Handout-1
c

Id
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YOUR ASSIGNMENT
Using the Same 3 Tools

Determine the 3 projects, of the 10 available, 
the company should implement to meet the goals. 

1)
2)
3)

Handout-1a,b,c
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Based on the Scenario Situation
Choose 3 “Customer” Drivers for this company

Pareto Analysis

���

1 2 3 4 5 6 7 8 9 10

36%

45%

5%

9%

0%

14%

45%45%

55%

45%

1. Product Line Offering
2. Phone Rep Knowledge
3. Ship Complete
4. Returns & Credits
5. Freq. of Local Rep Calls
6. OS Rep - Handling of Issues
7. OS Rep - Tech Knowledge
8. OS Rep - Program Knowledge
9. Competitive Pricing
10. Freight Policies

Real-Time Metrics Donated by Turning Technologies – www.TurningTechnologies.com
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Management Team Choices
Customer Negative Count

Id Nbr

Id
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How did the IMC consultants Compare?
Were you Competitive with the Management Team?

1 2 3 4

33%

0%0%

67%1. All 3 Agree
2. 2 of 3 Agree
3. 1 of 3 Agree
4. None Agree

Real-Time Metrics Donated by Turning Technologies – www.TurningTechnologies.com
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Type � Relationship Analysis – Predictive Analytics

Predictive Analytics are used by every Fortune 500 company – Because it works

Analytics
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�

Your Result,
Response, or 
Output Factor 
also known as 

the “Dependent”
Variable

Intercept Factor, 
a Constant

Your Explanatory / Causal Variables
Also known as the “Independent” Variable

What ever is left over, 
AKA does not fit in a regression 

model. Also know as
Residuals. Note: This is where 
some assumptions are made 

in the model.

The Coefficients,
An expected change 
in Y when the related 
X is changed by one 
(1) unit and all other 
X’s are held constant

�<�<�<�< = � 0 + � 1 � 1 + � 2 � 2 + … � k � k + �( )

Manly Regression Model – the Math Behind a Fact Based Decision
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�

Your Goal
Customer 

Satisfaction,
Revenue, & 

Profit

�<�<�<�< = ( )� 1 + � 2 + … � k 

We make the Profit equal to the Customer Needs met

Woos Regression – Getting to a Fact Based Decision

=

Customer Driven Variables
10 Questions Tested
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Key Customer Drivers Tested for
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Management Team Choices
Predictive Analytics

Id Nbr

Relative to Revenue & Profit – The Goal

Ordered Response

Id
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As Customers get larger
Product Line is driving their 
propensity to buy from the 

supplier.

You would never know this 
without Predictive Analytics

Customer
Profile

Customer
Behavior

Handout-2a
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Probability Plot – The Tipping Point
Correcting the “Process”

www.WhySixSigma.com
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Handling of Returns and Credits
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10% move in sales

8% move in sales
or 18% total

Customer
Profile

Customer
Behavior

Handout-2
b
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Review - What have we learned?
How can we use this information?

We can interview external & internal customers to find 
out what we are doing and how we can improve.

We can develop a plan to fix the problem.

We can develop a cost to fix the problem.
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Is there still more to learn?

Please Pass Out 
Handout 2a, b, c, and 3 at this time
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What do we still not know?
Opportunity metric

Revenue
Profit

How do we solve these problems to ensure the goal?

Risk metric
Investment Losses
Your Job – The age of targeted accountability



Type �� Financial Modeling – Simulation Analysis
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Handout-2
c

ASSUMPTIONS
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Based on the Scenario Situation
Using Handouts 1 & 2

Prioritize the 4 “Customer” Drivers to meet the Company Goals

1 2 3 4

24%

27%

22%

27%

1. Ship Complete*
2. Returns & Credits
3. Product Line Offering
4. Freight Policies*

* Probability graph is similar 
to Product Line graph

Real-Time Metrics Donated by Turning Technologies – www.TurningTechnologies.com
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Normal Assumption – Freight Policies

Mean
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Exponential / Pareto Assumption – Product Line

Mean
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$3.3m to $3.9m

$3.0m to $3.9m

$2.7m to $3.9m

$1.4m to $3.9m
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OPPORTUNITY

R
IS

K
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This is the Age of Accountability

ASSUMPTIONS

You will never know the QUESTIONS to ask without Predictive Analytics
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$969,845 

$460,451 

$1,148,227 

$643,072 

$2,277,852 

$1,166,955 

$1,637,837 

$754,191 

$1,500,000 $2,000,000 $2,500,000 $3,000,000 $3,500,000

Ship Complete

Product Line

Freight Policies

Credits & Returns

Revenue vs. Total Profit – Relative Range
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Type ��� Scenario Modeling – Real-Time Analysis
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Technology / Product Prioritization Profile - Dashbo ard

© 2008-2009 Inolytx, LLC

Project Technology
Options(s) Ranking

to a
Relative Goal Value

Competitive
Level

Technology Threat
Level

Current Funding
-----------

FY ‘XX Funding

Information

Many
Goals Factor

Importance
Weighting

Many
Factors

Factor / Goal
Rankings

Funding
Budget

vs.
Actual
---------

Options to
Increase
Decrease
----------
By Total
By Year
---------

Funding
Profile
--------

Metric
Options
---------

Funding
by

Project

Confidence Level
Map of Funded

Activities to
Goal
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Knowledge Needs Profile - Dashboard

Team
Members

Competitive
Threats

Knowledge 
Requirements

Original Goals            Attributes                        Rankings

© 2008-2009 Inolytx, LLC
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Manpower
Scenario
Builder

Resource Allocation Profile - Dashboard

Forecasted Man 
Power 

by Project

By Time Date 
by Cost

Forecasted Man Power by Project

By
Time Date & Headcount

Departmental
Rankings

Strategic

Goals

Weighted
Level

Attribute / Goal
Rankings

Manning Breakdown
Interactive by

Time / Date

© 2008-2009 Inolytx, LLC
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What are the Benefits of Modeling?
1) Modeling allows you to:

a) Get to the Target quickly
b) Stay on the Target for long periods of time

2) Modeling produces results less costly than adding up multiple experiences
3) Modeling allows you to make expensive mistakes on paper
4) Modeling is a laboratory where experiments define

a) Error / Risk
b) Unseen Opportunity

5) Modeling produces defined boundaries
6) Modeling allows a business to try scenarios that take years to test in a real world 

environment
7) Modeling allows for one to look at the extreme edge of an environment
8) Modeling improves the leader’s intuition*

* Powell & Baker, 2004 – The Art of Modeling

9) Modeling builds credibility with
a) Customers
b) Suppliers
c) Bankers Handout-3
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Thank You

Targeting Tomorrows Success Today

Closing Thought

The number one resource we have in 
“Turbulent Times” is each other…

Alliances Win 
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Thank You

Targeting Tomorrows Success Today

Thought to Remember
Just because an equation exists to model a situation , 

does not mean the situation exists. 

Leadership is the denominator of the situation. 

In the end, a leader makes the decision .
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