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ing, and balancing them to accomplish a common objectve. Profit map-
ping is about looking at a problem from various viewpoints and finding a
solution in a systematic way. It is not about creating a pie-in-the-sky vision.
It is about taking action and building a roadmap to create your own future
with full cognizance of your capabilities and constraints.

Profit mapping is an expression of wisdom passed on to us by
philosophers, thinkers, and doers who came before us and left endur-
ing imprints upon us. They taught us to live in the future with an
awareness of the past and present. They persuaded us to get out of our
comfort zone of data mining the past and challenged us to confront
our own reality gap in creating the future. We are eternally thankful.

A. M.: The roadmap to profit mapping began in the spring of 1978
in the engineering economics class taught by Prof. Wilburn Schroder of
the University of Maryland. As a young engineer I was enthralled by the
possibilities that were later reinforced during my days at Union Car-
bide. Looking at a problem from multiple perspectives had become a
habit. From early childhood my grandfather encouraged me to think
about the future holistically. My parents perpetuated the same ideas
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Chapter

Driving Operational
Excellence through
Profit Mapping

Not to see the forest for the trees is a serious failing. But it is an equally
serious failing not to see the trees for the forest. One can only plant and
cur down individual trees. Yet the forest is the “ecology,” the environment
without which individual trees would never grow.

—Peter Drucker, Post-Capitalist Society

EF FECTIVE MANAGERS instinctively know what to do. They
labor over facts to understand the current situation, and they try to cre-
ate mental pictures of the future and what it should look like. They are
like artists who focus on the whole painting, but who understand that it
is the details that convey their story. Nowadays managers have the ben-
efit of enormous amounts of data collected throughout the organizaton,
residing in massive enterprise databases. They can assess the current sit-
uation rapidly. Until now, however, they have lacked methods and man-
agement tools that can peer into their desired future and then look back
to determine how to get there from where they are today.

This book is about operational decision making in both manufactur-
ing and business services environments. It is not about building a “pie in
the sky” future or yet another strategic approach, improvement frame-
work, measurement system, or method of developing good managers. A
good strategy coupled with the right people with appropriate knowledge
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and skills is not sufficient for success. Success comes only with opera-
tional excellence that is properly aligned with strategy. The challenge is
knowing what actions to take and when and where they should be taken.

This book is about equipping managers with what they most want
and need if they are to achieve this—relevant, forward-looking infor-
mation to holistically compare their operational options on an equal
basis. A vision—no matter how timely, insightful, or bold—is hollow if
its viability and a path to realizing it cannot be assessed. Even an expe-
rienced tour guide with an incorrect or incomplete roadmap can get
lost. Navigating without the means to determine the impact that a given
set of actions will have on the bottom line is risky.

PROFIT MAPPING—
A GPS NAVIGATION SYSTEM FOR OPERATIONS

ProFTT-MAP™ is a forward-looking management decision methodol-
ogy that allows you to navigate the forest and trees of business strategy
and execution proactively. It is a systematic approach to decision mak-
ing with six well-defined, intuitive steps. It helps you compare your
options for process effectiveness, resource requirements, and financials.
ProFIT-MAP simultaneously focuses on multiple parameters of busi-
ness operations, analyzes their dynamic interactions, and evaluates their
impact on resources and costs. ProFI'T-MAP does this by reconstruct-
ing the environment of the future for each of your decision options,
based on the requirements of the future business needs—not on your
performance in the past.

Profit mapping virtually eliminates decisions that have adverse
effects on your business. It is a dynamic, multidisciplinary, and objective
approach that is driven by facts and refined through the validation of
real-world implementation. It helps you correct your situation immedi-
ately and guides you to where you want to go, like a GPS navigation
system. Whether you need to make “real-time” decisions or create an
operational roadmap, ProFIT-MAP guides you with confidence.

Most companies focus on tracking their past performance and then
trend to extrapolate their future operational requirements and capabil-
ities. Unfortunately, your past performance, no matter how successful,
was based on different work requirements, demands, customer needs,
and market conditions. Things that may have helped you in the past
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may not produce the desired result in the future because the environ-
ment has changed. Current improvement approaches provide only gen-
eral guidelines; they have no methodology for application specifically to
your business. They are unable to provide the necessary insight into the
specific actions you need to take for your company. They cannot help
you test your ideas in advance to guarantee success.

"There are many helpful books written by academics and former CEOs
discussing strategy development, people processes, and the importance of
having the right person for the right job. The concepts in this book start
with the premise that your organization has already invested in strategy,
processes, and people. Still, the competition is putting intense pressure on
your business and margins. In The World Is Flat, Thomas Friedman! issues
a wake-up call that in a connected world in which political and trade bar-
riers are falling, countries with lower costs of doing business, particularly
when it comes to labor, are going to compete more and more fiercely.
There is no time to explore and experiment; you have got to know that
your strategy is going to succeed before you implement it.

Our focus is on equipping managers with a management tool to
enable them to achieve their operational objectives, ensuring that goals
are both attainable and synchronized with strategy. Doing so enables
you to control your operational destiny and to proactively navigate your
response to the global sourcing pressures that surround you.

Corporations spend countless hours developing strategic plans, reor-
ganizing processes, and putting key people in critical places. Equal or
greater effort goes into the activities involved in executing the strategy,
yet very few companies succeed in fully achieving their goals. Manage-
ment’s dilemma is not about what to do (strategy) or who needs to do it
(people); rather, it’s about how to do whatever it is they are doing better
(execution).

Driving the Organization with ProFIT-MAP

The ProFIT-MAP approach marks a radical, yet intuitive, enhancement
to operational decision making that is equally suitable for use from the
“top floor to the shop floor.” The focus is on the activities performed by
people and machines to improve business execution. ProFIT-MAP con-
structs an activities composition of the process and ties this information
to the resource requirements and costs of producing the product or
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service. As business conditions change (such as changes in demand,
product or service delivery capabilities, vendor performance, business
strategy, and so on) ProFIT-MAP reassesses the resource require-
ments and cost/profitability implications of the new activities compo-
sition. If your goal is not attainable ProFI'T-MAP identifies the gap
that cannot be bridged within your current capabilities, constraints,
and costs. It can then help redefine your approach based on what
is achievable.

Profit mapping does not change the way you run your business. It
does not change your ongoing strategy, process improvement initiatives,
or measurement frameworks. Rather, it enhances them. For example, if
you are not realizing the full potential of your lean, Six Sigma, or con-
tinuous improvement initiatives, the problem is not caused by the guide-
lines provided by these approaches. The problem is that you do not have
tools that can assess what it will take to be successful, given the situation
at hand. ProFIT-MAP provides insight into which actions will be eftec-
tive; it helps you avoid decisions that will take the company in the wrong
direction. No other methodology can do this!

The ability to redesign activities within operational constraints to
achieve the objectives of your strategy is a critical management require-
ment and sets the stage for winning before taking action. At first glance,
this may sound too good to be true; however, the systematic framework,
methodology, and case studies presented in this book show that it is real.

We sympathize with managers who struggle with day-to-day strat-
egy execution, knowing that their educaton and training probably
placed greater emphasis on crafting strategy than on making it happen.
As Lawrence Hrebiniak? aptly observes, “It is obvious that the execution
of strategy is not nearly as clear and understood as the formulation of
strategy. Much more is known about planning than doing, about strategy
making than making strategy work.”

Knowing precisely how and what to change to achieve desired
results is an age-old management challenge. Larry Bossidy and Ram
Charan? write: “We talk to many leaders who fall victim to the gap
between promises they’ve made and results their organizations deliv-
ered. They frequently tell us they have a problem with accountability—
people aren’t doing the things they’re supposed to do to implement a
plan. They desperately want to make changes of some kind, but what do
they need to change? They don’t know.”
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Managers are quick to declare how busy the whole organization is at
implementing improvement programs and initiatives. They go into great
detail about their plans and what they are doing. Yet, when we ask them
to explain why they are taking specific actions or how they know whether
their efforts will succeed, we typically get blank stares. After some
thought, they tell us, “This is the way things are done around here,” or
“This is the new and improved approach,” or (of course our favorite)
“Success comes [hopefully] from executing the plan.” After reflecting a
bit more, they often step back and admit, “There is probably a better way,
but we have no way of knowing what it is.” Their mantra is that some
action is better than none, hence they continue. Doing nothing would be
the sure death of a fine career, whereas failure is a mere setback.

Managers therefore forge ahead, typically relying on correlative rea-
soning, extrapolation of aggregated data about past performances to the
future, and rules of thumb about what types of changes are likely to be
successful. Companies are realizing, however, that these approaches are
not very effective in complex settings where decisions are increasingly
“financial-critical” for survival.

Managers also bemoan macro-level concerns that strike at the heart
of profitability and competitiveness. Market share is stagnant or decreas-
ing, and never seems to rebound. Health-care costs are astronomical and
rising. Labor agreements are chipping away at profitability. Raw materi-
als costs are increasing as a result of global demand and limited supply.
Many such examples exist.

Our message, at the risk of being pretentious, in simple terms is—get
over it and let’s work with the hand dealt to us. Managers may not be able to
do anything about high fixed costs in the near term, but they can do a lot
more operationally to increase effectiveness and quality while striving to
reduce cost. In order to overcome changes in demand and financial con-
straints, organizations must learn to become cost-competitive; price
competitiveness is not sufficient. Industry leaders win by focusing on
operational execution, cost management, and customers. The devil is in
the details, and they understand that success happens only when the plan
is grounded in reality, as opposed to invalidated expectations.

THE OPERATIONAL REALITY GAP

Companies are adept at creating strategies and action plans to achieve
desired results. Yet, in most organizations, there is some form of
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disconnection between strategy making and strategy execution. Fig-
ure 1-1 illustrates that this disconnection results in a “reality gap”
between the expectations of the strategy and the ability of the orga-
nization to implement the strategy. The presence of this chasm is in
part the result of the lack of convenient and easy-to-use management
methods and tools that can foresee the results before implementa-
tion, creating a lack of synchronization between those that make the
strategy and those that execute it.

The reality gap results from the inaccurate information and analysis
that goes into the construction of strategic and operational plans. A dis-
connection between management’s expectations and what can actually be
accomplished can occur when operational issues are viewed as “something
that can be worried about later” during the strategy-making process. In
other words, developing the strategy and then handing it down for execu-
tion leads to a reality gap. Other contributors to this gap include incorrect
information about markets, customer demands, organizational capabili-
ties, and the framework used to determine expected costs.

A strategic plan is a high-level device to gain excellence—customer,
product, and operational. It focuses on taking an organization from its
current situation to a new and hopefully better future. Every manager
wants the best for his or her company, but when the desire is not in line
with the organization’s capabilities and constraints, troubles begin. The
disconnection creates a false sense of hope and leads to disappointment
when things don’t work out according to plan. Whether their focus is on
gaining market share, improving profitability, improving customer satis-
faction, or any other such ideal, strategic plans reflect the vision and the
desires of senior management. Well-formulated strategy, carefully com-
municated throughout the ranks, can inspire the whole organization and
lead it into a new competitive mode and greater performance.

Figure 1-1. The Operational Reality Gap

Strategy -H ---Ijt-- » implementation
eality
Gap
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Unfortunately, having a strategic plan and having the right people
do not guarantee success. Success comes only from execution of opera-
tional plans that achieve the objectives laid out in the strategy. Strategic
plans generally do not include roadmaps to achieve their objectives.
The responsibility for developing those roadmaps is delegated to mid-
dle managers, who create operational and project plans to execute on
the strategy. Therein lie two weaknesses leading to reality gaps that fre-
quently spiral into failure: a lack of synchronization between strategic
and operational plans, and improper execution of the operational plans.

Operational plans specify how to structure individual process activ-
ities and steps within the context of organizational capabilities and
resource constraints. They define specific actions that the organization
must undertake to advance the strategic goals. Figure 1-2 shows sample
strategies and how they are translated into specific projects and pro-
grams for execution. Although the specifics may vary, the cycle is fairly
consistent in all organizations.

The cycle of meeting corporate objectives is a top-down process.
Senior managers define objectives, and middle managers have to figure
out how to meet them. Although anecdotal arguments and correlative

Figure 1-2. Translating Strategy into Action
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