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Abstract

The purpose of this research is to develop a Bathiscorecard for Lisbon Consulting
Group (LCG) that forms the link between Strategerfermance and Operational
Success. Therefore, strategic internal and extemallyses, such as SWOT, PEST and
Customer Value Proposition Analyses were condustearder to adapt the Balanced
Scorecard to the company’s reality. Furthermorés taper examines the market
environment of consulting companies. For this paeyaa value chain for consulting
companies was established and the industries’ ffrestices were explored through a
Benchmark Approach that followed a qualitative esk method. As a result, the
Balanced Scorecard for LCG is both, a reflectionthd company’s reality and the
consulting market. Thus, this work serves as wesllaageneral Balanced Scorecard
framework for consulting companies. The implemeatawvill contribute to the future
value of LCG as it measures the company’s perfoomand sets and communicates
targets and initiatives in a short-term and longatperspective.
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) INTRODUCTION

“What gets measured gets managed” (Willcocks, 1296). Based on this principle, the
Balanced Scorecard (Kaplan, 1992: 71) became otteedbp ten management tools used
worldwide (Bain & Company, 2011: 7). The Balancecbi®card (BSC) reduces the
complexity of a company’s ratio system by assigrimg firm’s operating figures to the
Balanced Scorecard’s four perspectives, namelyihancial, the Customer, the Internal
Processes and the Learning and Growth Perspecti/dirgks them through cause-and-
effect relationships. Being already implemented remowned companies such as
Microsoft Corporation, Apple Inc. or BMW Group madied Lisbon Consulting Group
(LCG) to adopt this Strategic Management Systemwels Therefore, this Work Project
aims to develop a Balanced Scorecard for LCG throtayming the link between
strategic performance and operational successfifidteart of this work represents the
theoretical framework, in which the Balanced Scardas a Performance Measurement
System is presented, including its vital componesush as Critical Success Factors
(CSF), Strategy Map, Key Performance Indicators I¢iKPTargets and Initiatives.
Furthermore, alternative Strategy Performance Memagt Models are discussed. The
main body of this work is represented by the dgwelent of the Balanced Scorecard.
Hence, LCG’s Company Profile is presented firstjclhincludes the strategic analyses
such as a SWOT, PEST or Customer Value Analysit lihge been carried out for
generating an individualized Balanced Scorecard. @®. In the next step a value chain
for consulting companies has been created witlptinpose to reflect the main processes
of consulting companies and adapt the BalancedeSaoi to the needs of the consulting
market. The consulting industries’ best practiceald have been explored through a
Benchmark Approach. Based on all these analysesCtiical Success Factors of LCG
could have been set up as well as its Strategy Ntaphe next step the general
applicability of LCG’s Strategy Map for Consultii@ompanies was examined. The last
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part of the development of LCG’s Balanced Scorecausists of the elaboration of
LCG’s KPIs and Initiatives. Although clear targétave been set for all KPIs of LCG,
they are substituted by an “X” in this work insteaidthe real number or the percentage
according to the confidentiality commitment thatshi be met. After the Balanced
Scorecard has been developed, it will be implentetiieough a specifically elaborated
Balanced Scorecard Excel Spreadsheet. Moreovelysaé&ss Intelligence Framework

was considered to visualize the company’s BalaiSmzmtecard.

1) Purpose of the Work

The purpose of this Work is to create a stratetpompng and management system for
LCG as a Small and Medium Enterprise (SME) thajrealithe company’s strategic goals
including its mission, vision and values to the pamy’s business activities and foster
the firm’s internal and external communication.c@risbon Consulting Group is still a
small player in the highly competitive and fragneghtonsulting market, where top-tier
consulting companies are already well positionddisivital for LCG to establish
performance measures and targets in order to expanthrket share. This Work Project
provides LCG with the necessary tools and capadslip address this challenge.

2) Literature Review

In order to understand the concept of the Balar®aatecard (BSC), it is inevitable to
consult the works of Robert S. Kaplan and Davitlérton, since they were the first that
introduced the Balanced Scorecard in the theirclarffhe Balanced Scorecard —
Measures That Drive Performancd992). Since that year, the two authors have
published five main books on the concept of theaBeéd Scorecard and a series of
articles that were mainly published in the “Harv8ubsiness Review”. For the theoretical
part of this Work Project all these five books wefeutmost importance as they put

emphasis on different subjects of the BSIhe Balanced Scorecard: Translating



Strategy into Actior{1996) deals with the question of how the BalanSedrecard as a
performance management tool drives the implemematind the conducting of a
company’s strategy. Since this Work Project aimstramslate LCG’s strategy into
operational terms and carries out strategic analf@ethis purpose, this book provides
guidance in doing so. The second bobke Strategy-Focused Organization. How
Balanced Scorecard Companies thrive in the newriggsi Environmer{R000)describes
more generally how a company aligns its organipatoits strategy and how it motivates
its employees to adopt the strategy in their wagkiife, which is a good source for
getting an overview over important management glas. The third book is called
Strategy Maps. Converting Intangible Assets intodilale Outcome$2004) and refers to
the establishment of Strategy Maps. This book iedufor this Work Project as a
guideline of how to build cause-and-effect relasioips across the four perspective of the
BSC. The fourth bookAlignment Using the Balanced Scorecard to create Synergies
(2006) in combination with the fifth bookxecution Premium. Linking Strategy to
Operations for Competitive Advanta008) are the most important books for this Work
Project as they introduce measurements that hetganies to align their organization to
their strategy and establish a long life-time BakhScorecard, which is the goal of this
Work Project as well. Still, as the concept of daBaed Scorecard is mainly established
for the implementation in traditional industry smst and not explicitly for consulting
companies, no literature could have been found desicribes the development and
implementation of a Balanced Scorecard for consglliompanies. Therefore, the above
named literature and the examples they providedcowt be directly applied to the
development and implementation of a Balanced Seoteat LCG. Therefore, | had to
adjust the BSC to the consulting environment peacttikes. This was carried out through
using the knowledge that was gained in the preWonasmed books to adapt the BSC to

the characteristics of the consulting market. her $ame reason Michael Porter’'s value
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chain had to be adjusted as well. His concept wvélae chain is described in a very
detailed way in his boolCompetitive Advantage. Creating and Sustaining BSoipe
Performancg1985) Still, his approach targets only traditional intitizd processes. This
Work Project in contrast, designed a value chain donsulting companies, which
represents a new attempt due to the fact thatieatsic articles could have been found,
which were published on this subject. Thereforés Work Project distinguishes itself
through adjusting concepts that were originallyigiesd for traditional industries to the
consulting environment. The Implementation of thelaBced Scorecard is based on a
detailed Balanced Scorecard Excel Spreadsheet,hwisicfurther developed into a
Business Intelligence Framework. Therefore an SARt®n, namely the SAP Chrystal

Dashboard Designer Program, is applied that supplog transformation.

I) THE BALANCED SCORECARD — A TOOL FOR FORMING THE LINK
BETWEEN STRATEGIC PERFORMANCE AND OPERATIONAL SUCCESS

After more than 20 years of operation the Balarfsearecard is still recognized as one of
the most used management tools worldwide (Bain &@any, 2011: 7) as it converts an
organization’s mission and strategy into an exienset of performance measures that
provide the framework for an elaborated Strategan&bement System (Kaplan, 1996:
2). Before the Balanced Scorecard had been intemfjumancial control systems were
used that enabled companies to monitor their dilmeaof financial and physical assets
and measure its performance (Bloomfield, 2002:S4)ce the Business Landscape had
changed rapidly and companies found themselvesamet with an increasing service
oriented and competitive environment, they had dapa their structures to this new
business reality in order to create future valuetlieir company. This included investing
in Customer Relationship Management, Operationakllence, Innovation, Technology,
Human Capital, Corporate Culture and Brand Imagmmséquently, a shift took place

from traditional physical — tangible — assets teliectual — intangible — assets such as
4



motivated and competent employees, an admired @oulture, high-quality services,
reliable internal processes and satisfied custoaplan, 1996: 2). Intangible assets are
critical as they represent the driving factors afoanpany. By reducing the company’s
effort on strengthening those, the negative effaptsdirectly reflected in the company’s
income statement. As intangible assets are gewemnadire difficult to measure than
tangible assets, a tool had to be created thalagisphe important interrelation between
the key success factors of a company. Bearinginhaind, Robert S. Kaplan and David
P. Norton established a strategic measurementmsystéhe Balanced Scorecard — that
displays both financial and operational measurésade refer to Figure 1) and as a part
of the Balanced Scorecard a tool that indicatec#use-and-effect relationship between

those key success factors — the Balanced Scorecanditegy Map.

“The Balanced Scorecard retains an emphasis oreangi financial objectives
but also includes the performance drivers of tHescial objectives.” (Kaplan,
1996: 2)

The Financial Perspective represents the outcombeoimeasures from the Customer
Perspective, Internal Processes Perspective andetming and Growth Perspective.
Therefore, Customer Satisfaction, Internal Process®l the organization’s Innovation
activities are the “operational measures that dre drivers of future financial

performance” (Kaplan, 1992:71). Consequently, thainmpurpose of a Balanced
Scorecard is to link these perspectives and senataol for both converting intangible

assets into tangible outcomes and aligning corpaiaategy with operational success.
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Figure 1: The Balanced Scorecard Framework; Own Diagram based on Kaplan (1996: 11)

1) A Balanced Scorecard’s Strategy Map

“A Strategy Map is a logical and comprehensive geckure for describing strategy.”
(Kaplan, 2000b: 10). Strategy Maps enable comparésnly to visualize their strategy
but also to illustrate processes and systems tijgpaost the implementation of the
company’s strategic goals. This visual represemtatif the company’s Critical Success
Factors and the crucial cause-and-effect relatipnamong them drive the company’s
overall performance not at least because emplogaasprecisely identify their roles
within the firm and act in line with the companggategic objectives. These cause-and-
effect relationships enable companies to achiew#rate outcomes, if they manage to
accomplish the determined targets of the Critiaadc®ss Factors. Additionally, Strategy
Maps serve as a tool for demonstrating how a fionverts its intangible assets like
Employee Capabilities, Information Systems or CengioRelationship Management into
tangible outcomes (Kaplan, 2000a: 168). In the fo@gg of this century, intangible
assets counted for more than 75% of the compangikehvalue and were considered to
a great extent as the company’s competitive adgantidaplan, 2004: 4). Still, there are
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hardly significant tools available that describe ttimension of their value creation.
Strategy Maps, however, serve as such a tool sireyedo not only display individual
assets but the bundle of intangible and tangibdetagKaplan, 2004: 30). Moreover, it
demonstrates the overall company’s strategy thahects these assets and converts them
into the desired outcomes. Consequently, establisBirategy Maps is one of the most
important parts of developing a Balanced Scoreearthey serve as a supporting tool to
chart and visualize complex business processesniidh should be paid on how to adapt
the Critical Success Factors of the BSC’s four pecsves to the company’s overall
strategy. Thus, the Critical Success Factors havbet defined and more importantly
individualized through adjusting each of them toe tkompany's reality. As a
consequence, there is neither a unique guidelimeanstandardized rule on how to

develop Critical Success Factors.

2) KPIs, Targets and Initiatives as performance megsur

Key Performance Indicators, Targets and Initiatiaes set after having defined the
company’s Critical Success Factors. KPIs specify I@ritical Success Factors can be
achieved and serve as performance measures. Beengas such, Targets for KPIs have
to be set in order to be able to measure cleadyp#trformance of the company, i.e. in
which KPIs the company improves, over-performs oder-performs. Initiatives are
defined actions, which are established in ordemdioieve the targets that have been set
for the KPIs. This can include creating a new bessunit, launching a customer survey

or building up a talent pool.

Criticism

One main point of criticism consists of the facattithe Balanced Scorecard is a

company-centric Strategic Measurement System th@s$ diot pay precisely attention to



external developments of a company, including thenging market environment and
new business needs that potentially cause the sigcesadapt the company’s strategy to
the new circumstances. In addition to that pohnt, Balanced Scorecard does not provide
a framework for analyzing the company’s main contpet or the market evolution.
Without knowing the industry’s performance standaitlis difficult to set performance
measures that compete with the industry’s practiédesother lack of the Balanced
Scorecard is that it represents a simplified dermatisn of a company’s reality. As a
matter of fact, cause-and-effect relationshipsrexeeasily assigned due to the complex
business environment as well as the interrelatioth® different CSFs. Thus, trade-offs
arise between the Critical Success Factors that@ralways visible instantly (Gamroth,
2010: 138). Therefore, it is of utmost importanoeidentify the causes that have the
biggest influence on the outcome as well as thés¢ tan be influenced by the
management. If companies fail in identifying themthe right way, it will not only
provoke the failure of the Balanced Scorecard big misleading can also result in
serious troubles for the company. Another defigithat the Balanced Scorecard indeed
provides information on current cash flows and fetundicators but it will not directly

forecast the company’s future cash flows, leveadftitiency or survival.

After having defined the main points of criticisthjs Work Project attempts to avoid
them by directly addressing them through conductm¢ernal and internal strategic
analyses as well as a Benchmark Approach, throdgbhwhe Critical Success Factors
and its cause-and-effect relationships can be iftehtaccurately. Moreover, short and
long-term goals are defined in order to guaranbeesustainability of LCG’s Balanced

Scorecard.

3.) Discussion of alternative Strategy Performademagement Models

Apart from the Balanced Scorecard Model of Kaplad Borton, similar tools exist that
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measure, manage and document companies’ actiaiidsstrategic performance. In the

following, some of them shall be discussed shortly.

3.1) Maisel's Balanced Scorecard Model

Lawrence S. Maisel introduced a similar model toplda and Norton’s Balanced
Scorecard, which was published in theurnal of Cost Manageme(it992) (Please refer
to Figure 2). Maisel's approach examines explicitig evaluation of the performance
efficiency of employees and therefore stressesitiman Resource Area. He replaces the
“Learning and Growth Perspective” by the “Human &tese Perspective” and measures

the factors of Education

& Training, Innovation | Strategiesandvalues |

and Intellectual Assets

priofitability
Total valus Growth

(BSC Designer, 2012:

Revenes from shares

/

online). Maisel argues - T
Cuality

Eervice

that the company R

should stress the role o

Human Capital and in

Low turnover rate

wa®  nnovation -
Efficient employess

Education

specific the evaluation

Intefiectus) Assete

. . . . Figure 2: Maisel's Balanced Scorecard; Own Diagram based on BSC Designer, 2012: online
of its efficiency, while

as Kaplan and Norton regard in their Learning andwih Perspective especially
Employees’ Competencies and furthermore TechndRrggesses and Corporate Culture.
In the end, Maisel's Balanced Scorecard has nat kbeérced neither in research nor in

day-to-day business operations.



3.2) The Efficiency or SMART Pyramid

C.J. McNair and Richard L. Lunch introduced a costo-oriented model in the journal
Management Accountind.990), which is called the Efficiency Pyramid @de refer to
Figure 3). Its key concept is based on linkingdbgporate vision to corporate internal as
well as external focused measures like financial @erformance indicators. The
Efficiency Pyramid is also known as the Strategieasurement and Reporting
Techniques (SMART) Pyramid and is based on theeqatscof Quality Management and
Industrial Engineering. The Critical Success Factoe either allocated to the external or
internal efficiency
dimension. Within

those two dimensions

. Business Units
Finance

four different levels
Business
Operating

exist that measure the raductuty

company’s overall
and Wark

Production cycle Losses

performance. To the

‘Operations

external efficiency

dimension belongs the Z T Internal Efficiency

Figure 3: The SMART Pyramid; Own Diagram based on BSC Designer, 2012: online
company’s vision,

which simultaneously forms the top of the pyraniitie Pyramid base is formed by the
Business Operations, which belongs to the inteaffatiency dimension. In order to

establish a comprehensive corporate vision thahesathe various management levels of
a company the model claims that a two-way commtioicais of significant (BSC

Designer 2012: online). Therefore, the objectivad aneasures have to become links
between the strategy of a company and its activitie other words, objectives are
translated into lower levels of the organizatiarp(town), while measures are translated

into higher levels (bottom-up).
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3.3) The EAV Model

The Effective Progress and Performance MeasurepreBPM Model was introduced
by C. Adams and P. Roberts in the jours@nufacturing Europ€1993) (Please refer to

Figure 4). According to the authors, a company Isfedus on four different areas,

namely on serving Customer ar

Strategy
and Change

Markets (external measures

improving Internal Processe

Top-Down

Bottom-Up

Effectiveness and
Change

Customer and
Markets

(internal measures), which include

External
|eusayu|

increasing profitability and

efficiency, managing strategy an

Ownership
and Actions

change (Top-Down Process) ar
empowering ownership and freedoy e Model wn Pisgram based on B3 Designer (2012:online
of actions (Bottom-Up Process). Therefore, théNERegards a company’s strategic
management in two ways: in developing a strategyiannmplementing a strategy. The
development of a strategy is an analytical proeess clarifies the necessary steps for
achieving this (BSC Designer, 2012: online). Theplementation process includes
setting strategic goals, which belongs to the degdion process, and contributes to the
enhancement of managerial skills and change mareaggBSC Designer, 2012: online).
The EPM Model strengthens the position of change managewmed fosters a corporate
culture in which change is considered as a requlacess. Moreover, it stresses the need
for a continuous and effective feedback systemaaibefor employees that are involved

in the decision-making process and the implemaoriatif the strategy (BSC Designer,

2012: online).

Discussion and Conclusion

In comparison to the above-discussed Alternativedélsy the Balanced Scorecard

represents an autonomous Strategic Measuremenénsy$tloreover, it is the most
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elaborated concept compared to the three altematiodels as its founders Robert S.
Kaplan and David P. Norton continued to furtheredep and optimize it within the last
20 years through various articles and books (Plesftee to Point 1.2). This enabled the
Balanced Scorecard to become a highly elaboratdddatailed Strategic Management
System that extends the set of business unitscbobgs beyond the traditional financial
measures. The Balanced Scorecard creates a symbgigieen a company’s traditional
financial measures and the urgency to build lomgiteompetitive advantages through
non-financial assets whereas the other three mddets to achieve the same goal but
failed in the realization. Maisel’'s Balanced Scarelcis similar to Kaplan and Norton’s
Balanced Scorecard but concentrates only on emgddy@mpetencies in its Human
Resource Perspective and lacks the focus on Temijma@nd Corporate Culture, which
build the pillars of a strong, innovative and swssfel company. The SMART Pyramid is
based on Quality Management and Industrial EngingerAlthough it includes two
important dimensions, namely the internal and esteefficiency of a company, it hardly
includes soft skills, which are vital for a compaag they are recognized as its
performance drivers. The B® Model is the most complete of the Alternative Nt
but by being established in 1993, it still lacksrtlfier academic and practical
development. Consequently, the Balanced Scoresatidei preferable model since it is
not only the most elaborated due to the fact thigtmore than 20 years in operation and
further developed model but it also enables a compalink its strategy within different

business units and thus, improve its performance.

l1) THE DEVELOPMENT OF A BALANCED SCORECARD AT LCG

Before being able to establish a reliable Balarfseorecard, LCG’s company reality has
to be examined properly in order to adjust the camyfs Balanced Scorecard to the

company’s strategy and thus, make it applicable \saidable for the company. Since
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LCG is a SME, the structure of the Balanced Scotetas to be be adapted to this
circumstance, which means for example that losiegttack of the business’ culture is
less relevant for a small consulting firm such &G than for large-sized corporations
whereas setting clear objectives for the Busingsthia stage are vital and shape the

future for SMEs (Acumen Integrat, 2009: online)this case for LCG.

1.) Company profile
Lisbon Consulting Group was a spin-off of the cdt@wcy department of Grupo Digisis

until the year 2009. Due to its verified growth abecE 1,5 million, LCG undertook a
Management Buy-Out in the year 2009 and becamenanmtous. LCG is based in
Lisbon, has opened an office in Luanda, AngolalNavember 2012 and consists of 30
employees (Please refer to the Supplementary Appehdor LCG’s organizational
chart). Lisbon Consulting Group has the followirauif functional practices: Strategy,
Operations, Organization and IT Systems. Moreot€}G operates in six different
industry areas which are first, Financial Servicegond, Industry, Consumer Business
and General Services, third, Telecom, Media anderfaibment, fourth, Energy,
Transportation & Infrastructure, fifth, Energy, Meportation and Infrastructure and

sixth, NGO and Health sectors.

1.1) Mission, Vision and Values of LCG

In order to develop a Balanced Scorecard, whiclgnalia company’s strategic
performance to its operational success and whiclsesn as a tool that creates a
systematic framework for strategic planning, iinsvitable to analyze first the strategy
that is pursued by the company. The initial stepdisieve this is to clarify the purpose of
the company. LCG’s mission is “To help our custesnand staff achieve excellence”
(LCG, 2012a: online). Even though the mission isnprily customer-centric it aims as

well to create a working environment that enabl€Gls Human Capital to develop its
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potential at its best and pave the way for outperémce. The advantage of the mission’s
double focus portrays a cycle: If the company eesiis employees to achieve excellent
results, they can pass on their excellence to m&® through their services and help
them in turn to achieve excellence in their compasyvell. The requirement for a clear

mission statement is therefore fulfilled as it aetely reflects the purpose of LCG.

LCG’s aspiration for future results is stated is Yision “To Be Leaders in terms of
Innovative Business Solutions and Services” (LCGl2Za: online) and clarifies clearly
what LCG claims for, namely leadership within tharkets they operate in. The vision is

based on long-term goals and outlines what LCG svemachieve in the future.

The internal navigation system that guides the @ijs way of acting is the company’s

values. LCG’s values (LCG, 2012b: online) are basedive columns, namely Integrity,

Excellence, Innovation, Commitment and Trust (Rleader to Figure 5). These values
reflect LCG’s culture

and define the way LCG

acts internally but also

externally e.g. with its

[ M MY ][ AM J clients. LCG defines

Figure 5: LCG’s Internal and External Values; Own Diagram

Integrity in the way that

it respects customers, partners and employeesli&xce is characterized by the demand
of being among the best within its service prodactd employees. Innovation means to
anticipate solutions and identify market trendsobefthe competitors have and directly
adapt the company’s services and business units Tiwrough the value Commitment
LCG tries to establish long-term customer relatgps through fulfilling or surpassing

the customers’ needs and expectations. The lagiostpg pillar of LCG’s values is
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Trust. LCG invests in the value creation for itgewts and respects and protects the

clients’ confidentiality.

1.2) Customer Value Proposition of LCG

The Value Proposition for Customers is a fundanmieatement of any company’s
business strategy but in particular for servicaugides. It “describes the context in which
intangible assets..] become transformed into tangible outcomes” (Kap2g®90b: 11).
Satisfying clients’ expectations and building updeterm customer relationships is the
source for a successful customer value creatioe. vidlue proposition of a company
therefore requires to meet the targeted custonmersdls. Intangible assets are the main
source of sustainable value creation. An imporpart of those intangible assets is the
expertise and knowledge of the company’s employtes technology, with which the
company operates and the working environment thatowages the company’s
employees to develop their strengths. LCG’s CustoWaue Proposition is based on
three main pillars: first, to provide its clientsthvhigh-quality business solutions and
services at a competitive price, second, LCG’s gltasts are highly experienced and
have a strong expertise due to their professioaakdround as consultants in top-tier
consulting companies like Capgemini or Deloitte ahdd, LCG has a diversified
product portfolio, which includes both, traditiomabnagement consulting, in which the
company helps their clients to realize their stgateopportunities and overcome their
business challenges but also Business Analytics [an8ervices, which is used for
developing and directly implementing solutions. 3d&é¢hree parts of LCG’s Customer
Value Proposition demonstrates LCG’s competitivevaatihge. An elaborated
differentiation strategy is of utmost importance E€G as it is still a small player in a
highly competitive and fragmented market, wherettep consulting companies like the

Big Three (McKinsey, Boston Consulting Group andnB& Company) or Auditing
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companies such as Deloitte are already well postio The Big Three are traditional
Management Consulting Companies and face limitegsgirce in areas related to
technology consulting, which could impede theirvgio in future. Even though these
companies offer technology-consulting services e tlients through its Business

Technology Office, their scale of

High quality technology consulting services is

solutions to a

: - limited, being compared to their
competitive price

peers like Accenture, IBM or

Deloitte. LCG recognizes these

Eminently
experienced
consultants

Management future trends and reacts by

& IT Consulting _ _ _
creating two pillars of its core

business: the traditional

) > - management consulting, which
Figure 6: LCG's Value Proposition; Own Diagram
covers strategy, organization and operation andcdhsulting, which is becoming

increasingly important in the near future.

1.3) SWOT Analysis of LCG

This chapter contains a strength, weakness, opptytand threat (SWOT) analysis

(Andrews, 1966: 1) for Lisbon Consulting Group ahd business consulting services it
delivers to the global market. Only those aspeotsnaentioned that have the greatest
potential impact on LCG’s market position and stggt Moreover, it has to be taken into
consideration that LCG is a SME. Hence, some ofateaknesses can be relativized, for
example, that it lacks an elaborated Talent Poch strong national and international
Brand Awareness, since LCG does not have in masgscéhe financial resources,

capacities or the infrastructure to solve all iesaknesses so far.
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A SWOT Analysis conducts two analyses: an inteamalysis - i.e. a company analysis -
that examines the company’s strengths and weaknesgk an external analysis — i.e.
business environment analysis — that appraisesofportunities and threats for a
company (Dess, 2004: 41) and hence, serves afulhlol for a company’s strategic
planning process. A more detailed external analysisepresented by the Political,
Environmental, Social and Technological AnalysiE®F Analysis) that describes the
market environment, where the company is embeddedce, a PEST Analysis has been
carried out for LCG (Please refer to the SuppleamntAppendix 2 for a detailed
description of this Analysis). The PEST charactessare seen as universal and self-
explanatory factors that affect all consulting camies in the Portuguese business
consulting service market. Although the findingyvédndeen taken into consideration for

creating LCG’s Balanced Scorecard, it will not liecdssed in further detail.

Due to the fact that the SWOT analysis combine®rapany’s internal and external
analysis, the management gets a comprehensiveiewen? how strengths can be used to
pursue opportunities and avoid key business risié¢ [ow potential threats can be
overcome by the company’s strategy. This SWOT AsialyPlease refer to Appendix 1
for a detailed description of this analysis) is @dd to the structure of the four

perspectives of the Balanced Scorecard.

Financial Perspective LCG’s biggest_strength is its diversified souradsrevenues,

which means that the firm is not dependent on onky industry segment. Consequently,
LCG diversifies its risks, which is vital in time$ unstable market conditions. Moreover,
LCG got accepted for project funds from the Europdaion. The biggest weakness that
LCG faces within the Financial Perspective is ttmtash flows are not balanced, which
means that LCG invest patrtially in projects, whigre financial outcome is expected only

six months later. In addition, the monthly allooati of consulting projects is not
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balanced, which leads to an unstable cash flowedls Rurthermore, the average time of
receiving money from clients is very high and LC@ddicy to shorten this period of time

is too insufficient. Moreover, LCG has too less oppnities for new investments in

growing markets. A financial opportunity for LCGwdd therefore be to strengthen its
position in Angola and Mozambique, where LCG alseagerates in and leverage LCG’s
Balanced Sheet through these emerging marketsffBgng high value added Business
Consulting services at a competitive price, LCG qawofit through adapting its

competitive advantage to this circumstance. On dtieer hand, LCG is exposed to
financial threats: Having its headquarter in PaatugCG has to cope with the stagnant
market environment and declining margins due tcctiveent economic crisis. In contrast,

the price pressure on consulting day rates inceease

Customer Perspective One of LCG’s biggest strengths is its diversifipdoduct
portfolio that enables the company to offer clieaésvices within its four functional
practices. LCG is a distinctively client-orientedngpany, which is, inter alia, expressed
by the customer-centric mission, its values andtitsng focus on a long-term and intense
customer relationship. Moreover, LCG sets itsetfhhstandards regarding high-quality
and innovative business solutions. In contrastbiggest weaknesses are first, that LCG
has still a deficiency in national and internatioheand awareness and hence, lacks a
strong Marketing Communication and second, LCG saudre Industry Experts. The
opportunity that is provided in the customer pecsipe is that the clients’ demand on
quality as well as on a strong customer relatigngtre increasing, which is already a
strength of LCG. Moreover, LCG should foster itgeally established innovative
partnerships in the Operational, Tactical and &giat Area. Opposed to these
opportunities, LCG is exposed to threats as welle TTonsulting market is highly
fragmented and competitive due to its low barriefsentry and the high industry

profitability. Moreover, as the main products oihealting companies are services they
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are more prone to be substituted because thereaadéy switching costs for customers
and there is already a high number of InformatiofiKnowledge based products in the
market. Another threat is that LCG is so far onlgmaall player in a market that is

characterized by international integrated and reremi\competitors.

Internal Processes One of LCG’s biggest strengths within the Intérfaocesses

Perspective is its light hierarchical structuretthbow its employees to save time and
speed business processes. LCG’s main weaknes#®s linternal Process Perspective is
its lack of formulized and standardized processed procedures. LCG’s biggest
opportunities consist of using Outsourcing Servitest relieve the company’s back
office and of using cloud computing that simplifieéernal processes. A threat is that
LCG’s Internal Processes are not aligned, whichdcoause significant problems with its

Internationalization Strategy in the near future.

Learning and Growth: One of LCG’s strengths is its Human Capital. Engployees of
LCG are highly experienced consultants in differttors with a proven track of record
of successful project and renowned companies awne éstablished strong networks and
social skills, which are vital in the consultingvdonment. Another strength is that LCG
tries to stimulate a psychosocial working environtnnat promotes cooperation, team
spirit and unity among employees. Moreover, LC@risnnovative company that quickly
identifies new markets and opportunities and adéptservice and lines of actions to
them. In contrast, one of LCG’s biggest weakness#s reward system. Moreover, LCG
has neither established a talent pool nor a KnoydeManagement (KM) Platform,
where employees can exchange ideas and expertis¢ghék weakness is LCG'’s training
possibilities. Moreover, LCG lacks employees tha willing to permanently stay in
LCG’s international offices._Opportunities for LC@ the Learning and Growth

perspective are the active use of a Knowledge Mamagt Platform and Web 2.0 tools
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to exchange directly with high-potentials. Anotimaportant opportunity for LCG is that
due to the economical crisis talent resources waédadle. Moreover, LCG could profit
from acquiring new companies with complementargisif A significant Threat for LCG
is to lose accumulated knowledge by key employeesta the high employee turnover in
the consulting industry, which is between 15-20%t(Belor, 2011: online). Another
threat is that there is no evaluation system sdHar evaluates internal (e.g. FTES) as

well as external (e.g. Freelancer) high potentials.

In order to complete the Internal Analysis that veasried out by the Strengths and
Weaknesses Part a value chain will be applieddatimsulting industry in the following

point.

2. Value Chain of a Consulting Company

The Value Chain Analysis is a widely used analyttoal that identifies the necessary
sequence of processes in order to be able to deliecempany’s product and services to

customers (Kaplan, 2008: 49) and was introduceMliohael Porter in the year 1985.

“A firm’s value chain and the way it performs indlual activities are a reflection
of its history, its strategy, its approach to inmpénting its strategy and the
underlying economics of the activities themselvéBdrter, 1985: 36)

Even though firms operate in the same industryr tredue chains can differ regarding its
product line, distribution channels or geographieaa which is considered as a key
source of competitive advantage (Porter, 1985: B6)ter’s value chain is divided into
two types of activities, namely primary activitieed support activities. The primary
activities, which are located in the bottom parttieé value chain, contribute to the
physical creation of the product and consist of fjeneric categories: Inbound Logistics,
Operation, Outbound Logistics, Marketing & Salesl &ervice. The support functions
include the Firm Infrastructure, Human Resourceschfhology Development and

Procurement. Michael Porter’'s Value chain is preremtly applicable for industries that
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deal with the production and further processingtargible products. As business
processes of consulting companies are differeresiheir main products of consulting
companies are services, i.e. intangible productstePs value chain has to be re-

formulated to make it applicable to consulting camps (Please refer to Figure 7).
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Figure 7: Value Chain of a Consulting Company; Own Diagram; Framework based on Porter {1985: 37)

Although the framework of Porter’s value chain wamain, the five generic categories
of the primary activities have to be modified. dd@ion, some of the support functions
have to be adapted to the demands of the conswdtimgonment as well. The primary
activities of this value chain are Know-How Acqtimn, Information Treatment,

Marketing & Sales, Service Delivery and After-Safegport.

Know-How Acquisition consists of acquiring, retaigi and distributing knowledge,

which includes first gathering market knowledgeorder to explore new business trends
and upgrade the technology systems, second aaguirdustry Know-How in order to
understand the exact characteristics of the inigigsthe consulting company is acting in
and third attracting high potentials and expertstaiing knowledge is very important
especially for the consulting industry since theplayee turnover is exceptionally high.

Distributing knowledge does not only mean to enagaremployees to share knowledge
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but also to guarantee that employees get the beEsingg and educational supports in
order to support clients with the highest posski®w-How and solutions. Information
Treatment consists of the transformation procees fthe company’s expertise and
knowledge into personalized solutions for the d¢Befherefore, the company is able to
add the best possible value to its clients. Thix@ss includes identifying opportunities
at potential clients and delivering proposals.

Marketing & Sales is in the value chain for consgitcompanies as important as in

Porter's Value Chain. This includes building upteosg brand-awareness in order to
successfully position itself in a highly competgiand fragmented market environment
where consulting companies find themselves in.

The Sales Process is completed when the clienat@epted the proposal and hires the

consulting company for a specific project.

The fourth category is composed of the Servicevee)i which includes the process of

carrying out the project at a client and compléte ia specific time on which the client
and the consulting company agreed.

After-Sales Support is the last category of theieathain for a consulting company and

is currently recognized as one of the biggest wes&es of consulting firms. Improving
this category gives consulting companies that t#k&t necessity into account, a

considerable competitive advantage as clients tlyoelaim for this service the most.

The support functions of the value chain for cotisglcompanies are almost equal to the
support functions of Porter’s developed value ch@&arter, 1985: 37) apart from the

category “Procurement” that is substituted by “Khesge Acquisition and

Management”. The reason for this is that procuréndeals mainly with raw materials
and tangible assets such as machinery, laboratpiipment and other consumable items,
which is less relevant for consulting companiescdntrast, a well-organized Knowledge

Management represents a high competitive advantagpecially for international
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operating consulting companies, as it guarantees gidelines are complied and
expertise and knowledge are shared within the cosnpa

The Firm Infrastructure includes different divissoof a consulting company like General

Management, Finance, Accounting or Legal Affair@r EECG, this corresponds to
Finance, Quality management, Marketing, IT, and Adstration. The Firm

Infrastructure supports the entire value chain ianitherefore a very important part of a
consulting value chain. Another important supporiction for a consulting value chain is

Human Resource Management since recruiting, himmggivating, training, developing

and compensating form to a great extent the comhmetadvantage of consulting
companies and consequently represents a key foessic

The last support function is Technology Developmueitiich is — as the category Human

Resource Management — very comprehensive. The afsweht of technology and

technological knowledge is not only important faternal processes but for providing
clients with technological solutions as well. Tealugy consulting, which includes the
development and the implementation of technologiead more specifically IT

consulting solutions, depicts the new trend in adtitey in general. Hence, the support
function Technology Development is increasinglydrmatg a guarantor for establishing
a competitive advantage as it represents both, mesiness opportunities and smooth

running business processes.

3. Benchmark Approach

In order to explore the consulting industries’ bgstctices a Benchmark Approach was
carried out through a qualitative research methduis, the data that is used for this
Benchmark Approach refers only to the answerswleaé given in this questionnaire. For
this purpose, an online survey with 35 questiongddd in 4 categories — the Financial,

the Customer, the Internal Processes and the lmgpraind Growth Category — was
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launched in order to analyze the performance osivérLCG’s competitors and thus,
establish Critical Success Factors that take ttmaccount (Please refer to the detailed
Online Survey in the Supplementary Appendix 3). Doieconfidentiality reasons, the

company names stay anonymous.

As already mentioned in Point 11.1.2, LCG offersotwypes of consulting services,
Management Consulting and IT Consulting serviceggule 8 demonstrates the
Competitive Landscape of Consulting companies, kwhis divided in Strategic
Consulting Boutiques, Global Strategic Consultingnis, IT Consulting Boutiques and
Global IT Consulting Firms. The size of the circépresents the size of the company’s

employees (the data is taken from the Companieshépages and refer to the year

2011).
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Figure 8: Competitive Landscape of Consulting Companies; Own Diagramm

Boutique or specialized firms such as LCG are @ipycsmaller firms both, in terms of

revenues as well as geographical spread. Theysaraly founded by ex-partners from
24



larger - generalist - consultancies and structarednd in-depth expertise and knowledge
of either specific functional practices or indussri(INSEAD, 2011: 10). In contrast,
Global Consulting Firms provide its services to ialtlustries with a wide range of
functional practices across a huge geographical @NSEAD, 2011: 10). LCG’s main
competitors are consulting companies that are éocan the dividing line between
Management Consulting and IT Consulting Firms. Assalt, LCG considersompanies
such asKkPMG, Deloitte, PWC, Capgemini, IBM, Accenture oelDitte as its main
competitors due to the fact that smaller consultwgtiques specify usually in either
Management Consulting or IT Consulting and consetiyiedo not offer both services
like LCG. Still, it has to be taken always into saeration that LCG is a small
consulting company that cannot compete so far thiése top-tier consulting firms in a
global perspective. But since the four analyzed mames operate in the Portuguese
Market and moreover, in the same business arearevable to compare them - always
bearing in mind that LCG does not have the sanmaniiral resources, capacities and firm

infrastructure conditions as its competitors do.

The Benchmark Approach contains four of LCG’s cotibpes and identifies their

performance drivers. All four analyzed companiesri@any A, B, C, D) stand out in the
following four categories: Client Relationship, owvation, Training possibilities and
High-quality services. Not at least due to to thesmpany drivers, the four analyzed
companies could achieve strong client satisfactaias as well as financial indicators,

which can be retraced in the Table below (Figure 9)
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Company A Company B Company C Company D

| IR 5
Global Revenues \oe1c5 000 | Us$172.000]  US$108.50p US$80.97%2
per FTE
Global Market 6.20% 5.6% 2 4% 1.8%
Share
Operating 18,5% 17.4% 13% 10%
Margins
Percentage of 95% 90% 85% 90%
Repeated Client$
Client

0 0, 0, [0)

Satisfaction Rate 8% 3% A% 100

Figure 9: Financial and Customer Indicators of LCG’s Main Competitors, Own Diagram

Client Relationship: Company A follows a Value-Driven Approach i.e. aieg value
for its client is an explicit part of its stratedyay-to-day client approach is embodied in
all the models the company uses. By using its Vallap, priority opportunity areas
within client organization can be identified. CompaA claims to stick to the client
engagement until an improvement in the chosen bariaccurs. Hence, Company A tries
to create the best possible value for its client imnaddition offers a value-based billing
system in order to share risk and reward with lisnts. This leads to a trustworthy,
reliable and long-term customer relationship. Comyp@ stated to be ranked on the first
place in various international rankings with reg#wdts offered services as well as its
excellent Customer Relationship Management. Ittddio create sustainable value for its
clients and is able to establish long-term custorakationships by being recognized as a
highly trusted brand. Company C identified thaeiti satisfaction is the key for the
retention of customers. In order to guarantee #iention of its clients, Company C
launches annual Customer Satisfaction Surveys andes out deep analyses of the
results for guaranteeing that it learns from thesta@mers’ criticism. Moreover, it

leverages a distributed multidisciplinary globalriforce employing tested methods and
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tools, which support the client in reducing risk fbe client._Company D stated that it
uses a specific client satisfaction assessmentha$iall guarantee that the service is
always delivered on time and even surpasses tkatgliexpectations, which shall be
achieved not only responding to customer’ spedibcs, but also provide them with a
competitive advantage in terms of time, quality aebability. This philosophy shall

ensure and foster a strong client relationship.

Innovation: Company A fosters an Innovation spirit within @smpany by investing in
it. The Company established dedicated programgoftering innovation, e.g. a online
space, which gets people out of their comfort ztwmeugh experimenting with new
models. Company A’s forward looking Initiativesall the company to grow and create
new opportunities, Company B characterizes Innowathrough the ability to think
differently and create a different experience fiiernts. Hence, Company B invested as
well in the Innovation team in order to provide rthevith the necessary skills and
techniques to be role models for the overall fifar Company C Innovation stands not
only for Product Innovation but also for organipatl and business model innovation.
Company C tries to meet the company’s requiremaninaovation through organizing
Innovation congresses and continuously updating ¢bmpany’s Innovation base.
Moreover, it capitalizes on Innovation through thest talent available. Company D
recognizes the strong competitive environment, thiavigates the company to redouble
its effort in Innovation. Hence, it established tnralient platforms, became an
Enterprise-Resource-Planning Vendor, integratediccloomputing in daily operations
and uses cutting-edge projects as way of experigneciew business areas and

opportunities.

Training Possibilities: For all five companies training of their emploges of utmost

importance and hence, the survey question “What ptdys training in your company”
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was ranked “Very High”. All five companies agreenl the types of trainings they offer
to their employees, namely Web-Based Training Riogt On-Job Training, In-class
training, a Mentor for Young Professionals, SimiolatPrograms and internal as well as
external Lectures and Conferences. Although trerviewees stated that MBA Programs
are not directly part of the company’s training ogpnities, these programs are in some
cases either supported financially until a limieedent or in some exceptional cases the
costs for an MBA Program are covered completelye iftterviewees stated in a uniform
way that the capabilities that are fostered in ¢htrainings are IT/Business Analytics
Skills, Project Management Skills, Leadership Cdjeds, Social Skills, Financial Skills
and Presentation Skills, whereas Language Skillltercultural Communication were
not named. The provided training hours per dayeditbetween the four analyzed
companies: Company A 12.000 hours, Company B N@mgany C 16.000 hours and

Company D 15.000 hours.

High quality Services Company A stated that the firm is based on higélity services,

delivered by high quality people to high qualitieatts. This can be achieved by bringing
world-class capabilities and deep local expertssdédlp clients wherever they operate.
Company A claims to offer powerful and especiathynplete business solutions for local
and multinational companies and organizations évaih exceeds clients’ expectations.
Company B tries to maintain and continuously imgrots quality processes and
procedures through frequent inspection and assessmd rigorous professional training
and development in order to provide high qualitwees. Company C is recognized for
its establishment of a global network of proactbedlaborators, specialists as well as a
talent pool that consists of skilled business awhmology specialists, who collaborate
across continents and time zones to fulfill andtiomously increase the company’s high
quality standards, help to accelerate speed to ehasknd work to power high

performance. In addition, Company C stated thdtiites its delivery of excellence and
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productivity gains with quality metrics and stardigrthe employees are trained in a
common set of methodologies, tools, architecturesmaetrics, which form the basis for
high-quality services for Company C. Company D atmgonnect personal values and
goals to the company’s overall strategy and hehoes to get the best out of their
employees. Furthermore, Company D stated thatsitamabitious growth objectives and
consequently invest in Technology and Innovatiowrider to be able to offer its clients

services of the highest quality.

Comparing LCG with one of the Benchmark Compani€3G lacks sufficient training
possibilities for its employees (Figure 10). Hertbe, biggest challenge that LCG faces to

compete with its main competitors is strengthemisdraining facilities.

Client

Relationship

Benchmark Company
High Quality

Service

Innovation LCG

Training of
Employees
Figure 10: Comparison of LCG and a Benchmark Compawp; Own Diagram

Having revised the surveys and analyzed LCG’s mampetitors and their performance
drivers, the Balanced Scorecard for LCG can bebbskeed by taking into account the
identified key factors of success of the four amatyfirms. Moreover, it is vital to know
the competitors’ strengths not only to profit fraheir experience and identified Critical

Success Factors but also to develop ways and nighese LCG can even surpass its
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globally renowned competitors such as offering éptil) clients the same high quality

services but at a competitive price.

4. Development of LCG'’s Critical Success Factors asdtrateqy Map

After having conducted these internal and exteramalyses and understood the
company’s reality and the performance drivers ®hiain competitors, a proper Strategy

Map for LCG can be created (Please refer to Figaje
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Figure 11: LCG’s Strategy Map; Own Diagram

LCG’s Strategy Map is based on short-term as wslllong-term goals in order to
guarantee the sustainability of the Balanced Semded his approach follows a bottom-
up principle, in which the Critical Success Factars first defined for the Learning and
Growth Perspective as “(tf)oday, more than 50 peéroérthe gross domestic product
(GDP) in developed economies is knowledge-baseat; it it is based on intellectual

assets and intangible people skills” (Dess, 20®¥%),lwhich are recognized as the
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company’s main performance drivers. Affecting ththeo three perspectives, the
Learning and Growth Perspective is seen as the 8§0und line and thus, settled in the

bottom of a BSC Strategy Map.

As already mentioned, a Strategy Map is a set dfic@r Success Factors that are
interrelated through their cause-and-effect retesiops. With regard to theearning
and Growth Perspective three main categories are essential for LCG, mamel
Employees’ Competencies, Corporate Culture and fi@dogy. The Learning and
Growth Perspective is long-term oriented, i.e. &orperiod of three to five years.

The category Employee Competencies can be expreéssmagh two different Critical

Success Factors, which are first identifying, atirey and retaining skilled employees
and second enhancing staff competencies througtnoons training and extending the
employees’ understanding of customers’ needs amdniérket LCG operates in. Those
two Critical Success Factors are of utmost impagamhich has been proved as well by
the Benchmark Approach in Point 111.3. The analyzedhpanies are outstanding in the
area of employee competencies as this categorydsgnized as one of the most
important performance driver of a company.

The CSF for LCG’s_Corporate Culture is to fosterwarking environment that

encourages, recognizes and rewards the performahdbe company’s employees.
Moreover, business goals shall be aligned with greak goals. In January 2013, the
results of the first internal employee survey Wwal published, where the personal goals of
each employee are analyzed and identified. Thesétsewill allow LCG to connect the
employees’ personal goals with the firm’s busingggctives.

Technology is another substantial category of LCIGarning and Growth Perspective.
Since LCG'’s international operations and interrragloclient base like Bosch, BMW
Group or AXA is increasing, LCG has to establisKreowledge Management Platform

through which its employees can interact with eaitier, share their expertise and profit
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from the company’s knowledge. By establishing a Wiealge Management Platform,
LCG guarantees that the knowledge stays withincttrapany. LCG is therefore able to
face the challenge of losing accumulated knowledf&ey employees. This Critical
Success Factor has a short-term and long-term coamp@s LCG should implement a
Knowledge Management Platform such as SharePokityear (short-term goal) but has
to keep pace with new technologies and businesgaish also includes updating the
Knowledge Management Platform, in a long-term pecspe.

After having established the Critical Success Hactior the Learning and Growth
Perspective, the next step is to create CSFs édntbrnal Processes Perspectivelrhe
Internal Processes Perspective can be divided riee timain categories, which are
applicable for the whole consulting industry (Peafer to Point I1I.5), namely
Customer Management Process, Operational Excell@mddnnovation Process. All the
established Critical Success Factors are long-teremted.

The two CSFs that are defined for the Customer ldament Process are to diversify the

company’s product portfolio through cross-sellimgvices, which means that LCG shall
identify other opportunities apart from the alreazhrried out project at a client. An
example therefore could be to carry out a projeche area of Work Flow Optimization
(Operations) and identify the client’s need of sissice in the design and implementation
of SAP Solutions in the Human Resource Area (IT @rdanization), which should
result in handing in a proposal for this opportunithe second Critical Success Factor is
to increase the company’s response rate, whichsrédehe time it takes to respond to the
complaint of a client and to LCG’s After-Sales Seev

The Operational Excellence is represented by twiticB Success Factors, which are

first improving the company’s core processes arabrsg adopting new methodologies
such as the Balanced Scorecard for the year 20h&hwencourage and aid process

improvements. The last category of the InternalkcBsses Perspective is the Innovation
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Process, which includes first, to develop new sewiand as a second CSF to identify

new markets and opportunities and adjust the cogpéines of actions.

The CSFs of the Internal Processes Perspective diaset impact on th€Customer
Perspective LCG’s Customer Perspective is divided into “Proenourrent Business”
and “Expand in New Businesses” and consists of-tengy oriented Critical Success
Factors. Positioning itself in both is of utmospimntance for LCG as it is a SME that has
to clearly position itself in the market. The Custer Perspective itself is divided in three
subcategories, which are “Relationship”, “Produantd “Brand”.

The Critical Success Factors for “Promote curreasiBess” are first to establish long-
term customer relationships and second to understad meet client’'s expectation and
needs. Both are subordinated under the categoti®ethip. The importance of these
two CSFs have also been demonstrated by the BemkhAmproach in Point 111.3.
The next category is Product. The Critical Sucéessgor that is vital for both categories
namely for “Promoting current Business” and for ffaxid in New Business” is offering
high quality and customized business solutionsuitinoa fast delivery. The other CSF
that is set for category Product but belongs topdhd in New Business” is to deliver
consulting services at a competitive price, whichswalready discussed in LCG’s
Customer Value Proposition. The Critical Successtdfathat was set for the category

Brand is to increase LCG’s national and internaidmand awareness.

The Financial Perspectiverepresents the outcome of all actions that wekentan the

former three perspectives. Hence, the financial C8E defined in the end. As LCG is a
fast-growing consulting company, the Financial Pecsive has to be modified to the
company’s reality each year. Consequently, the raiah Perspective is short-term

oriented. The defined Critical Success Factors th@ Financial Perspective are to
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Improve Project Margins, to Optimize Asset Utilibat and to Expand Company’s

Profits, which all in all leads to an improvememthe company’s value.

5. Applicability of LCG's Strateqy Map to Consultincp@panies

Although a Strategy Map has to be adapted to tmepeny’s reality and strategy, the
Strategy Map for LCG serves as a base for the dpuent of a Strategy Map at any
consulting company as it is already aligned with Businesses Processes of the Value
Chain for Consulting Companies. Still, the Criti@lccess Factors have to be adapted to
the company’s needs, in this case of LCG’s needs SBIE, even though the categories
within the different Perspectives, such as CustorRaiationship Management,
Operational Excellence and Innovation Process efltiternal Processes Perspective or
Employees Competencies, Corporate Culture and TDéoip of the Learning and
Growth Perspective are relevant for any consultognpany. For modifying the Critical
Success Factors, it is very important for everysottimg company to identify its mission,
vision and values, its strategy, its customer vaugoosition, and carry out a SWOT
Analysis before being able to create a Strategy khap is adapted to the company’s

reality.

6. ldentification of LCG’s KPIs and Initiatives

After having established the Critical Success Ractor LCG, the KPIs can be created.
The KPIs that have been set for #iaancial Perspectiveand in specific for the Critical

Success Factor “Improve Project Margins” are Gribksgin per Project/Consultant

(Please refer to Figure 12). For the Critical Sesdeactor “Optimize Asset Utilization”

the KPIs Percentage of overhead costs from LCG/emaees and Team Allocation Rate

have been established. The KPIs for “Expand ConggaRrofits” are Equity Ratio and

Revenue Growth Rate.
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Figure 12: LCG"s Critical Success Factors and KPIs of the Financial Perspective; Own Diagram

With regard to the&Customer Perspective LCG puts emphasis on the area of “Promote
Current Business”, which results in the claim t8@% of LCG’s overall revenues shall
come from repeated clients. Hence, one of LCG’dsg@ato keep the current customer
portfolio, which consists of medium and large compa with significant business
growth and annual revenues over €30 Million. Thesom for this is that LCG acquired
already highly renowned and big players in diffeénenlustries. Moreover, they can keep
their expenditures lower by working with repeatderts. Consequently 10% of the

company’s revenues shall be obtained from newtslidn order to “Establish these long-

term customer relationships” the KPIs are Salesivi@ on Top 10 clients, Purchase of at

least one new project to existing clients and Reeme of repeated clients (Please refer to

Figure 13). Moreover, it is vital for LCG to “Undgand and meet clients’ expectations

and needs”. Therefore, LCG’s KPIs shall be esthblison the Success Rate of submitted

Proposals and on a High client satisfaction rateiclv shall be measured by the Net

Promoter Score. The Net Promoter Score (NPS) isstomer loyalty metric, which was
established by Frederick F.Reichheld - director réone of the consulting company Bain
& Company - in the year 2003. The customers ofrapany are divided into detractors,
passives and promoters that value a company froatiray scale between 1 and 10. The
customers that respond with a nine or ten are prersothe customers that assessed the

companies with a seven or eight are passives analibnts that valued the company

35



from zero to 6 are detractors. The NPS is therutatied by subtracting the percentage of

detractors from the percentage of promoters (Reich2003: 53).

In order to “Offer high-quality and customized Busss solutions through fast delivery”,

the KPI that were set are Projects completed oe timd the Perceived added value to

client. Rather than using the perceived added vawdient, the author suggested to use
the Return on Investment (ROI). Due to difficulties calculating it for LCG this
suggestion was rejected and replaced by the pexdteadded value. Nevertheless,

Consulting companies require greater accountability

“With expenditures growing for consulting servicasd with increasing dissatisfaction

with the quality and success of consulting assigrimehere is tremendous pressure to
show accountability measured in terms that manageascutives, and administrators

clearly understand — return on investment.” (Pp#ip2011: xi).

Using the ROI for calculating the promised outcoamel the actual contribution to the
client's problem solving, results in a high level tust in the consulting firm.

Furthermore, if the consulting company has prowsdquality work, it can expect an
excessive client satisfaction rate, a long-termtarasr relationship, a high rate of
repeated customers as well as a meaningful rabewfcustomers, which all in all leads
to a significant competitive advantage. The Forntloéd Philipps (2011: 39) suggests for

calculating the ROI for consulting firms is:

Net consulting monetary benefits

Consulting costs x100

ROI %=

Nevertheless, calculating the perceived addedevalihe client can be seen as the initial
step in the right direction of measuring the addaldie of consulting projects to clients.
The KPI that was established for the Critical Sssdeactor “Deliver consulting services

to a competitive price” is Price satisfaction oienls. In order to increase national and

international brand awareness, the KPI that meadinie CSF is Web page traffic, i.e.

the clicks on LCG’s homepage.
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Figure 13: LCG's Critical Success Factors and KPls of the Customer Perspective; Own Diagram

The KPIs that are set for theternal Processes Perspectivan specific for the Customer

Management Process, are first, Purchase of CrdBsgSBroducts in order to “Diversify

the company’s product portfolio” and second, Respotime to tickets in days for the

Critical Success Factor of “Increasing the compamgsponse rate” (Please refer to Figure
14). For the category Operational Excellence twolsKRere established in order to

“Improve the company’s core processes”, namelyDk8very rate of Proposals and the

Commercial Initiatives. The Critical Success Factionprove core processes” can be

further specified, namely by dividing it into “Ireaise productivity ratio” and “Increase
Company’s efficiency”. The KPI that has been setmfi@asuring the “Productivity Ratio”

is Revenue per FTE and the KPI for “Increasing @mempany’s efficiency” is the Cost-

Income-Ratio. Another Critical Success Factor, Wibelongs to operational excellence, is
“Adopting new tools which encourage and aid proagegzovements”. The KPI that has

been set for this CSF is the Implementation of p@rformance measures. The last two

KPIs that have been set for the Internal ProceBsespective are first the Number of new

product developments which is set for the Criti@lccess Factors “Develop new

Services”, and second, Impact of new business ercéimpany’s revenues, which is the

KPI for the CSF “Identify new markets and opportigs and adjust the company’s lines of

actions”.
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LCG’s competitive advantage arises, among otheosn fits employees, which have a
long and profound expertise and experience in dtarsty and in industries and markets
where consulting companies operate in.

Therefore, the KPIs that are set in thearning and Growth Perspectiveare of utmost
importance (Please refer to Figure 15). The KPis'lidentify, attract and retain skilled

employees” are first, to Retain the key employess ligh-potentials of the company

although a high employee turnover in the consuliimgustry is often intended and

second, to_Meet the needs of recruitment. For &&ting high-potentials and key

employees” the author of this Work Project suggeste another KPI to increase the
company’s presence in Web 2.0 activities but duiestpotential risks this KPI was put
on hold. As LCG is clearly underperforming with aegd to training possibilities for its

staff in comparison to its competitors (PleaserrBi@nt 111.3), clear metrics had to be set
for the CSF “Enhance Staff Competencies throughimoous training and extend the
understanding of customers and markets”. The KiRds were defined are Number of

Training hours spent per FTE and the Index of LCG&@ning Plan. The KPIs that were

defined for LCG’s Corporate Culture are first, Hirient of individual development
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plans and second, Overall satisfaction of emplaydes LCG increasingly operates

international, a Knowledge Management Platform ilv Therefore one KPI is to

Implement a Knowledge Management Platform at LC@Ge Tother KPI, which is

Percentage of eligible employees that are trainedBosiness Analytics Systems, is

meant for the second part of the CSF, namely feefling pace with new businesses and

technologies”.
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Figure 15: LCG's Critical Success Factors and KPIs of the Learning and Growth Perspective; Own Diagram

Initiatives

The Initiatives for 2013 that supports LCG to aghidéts set targets are developing and
go-to-market with innovative and value-added offgs and increasing LCG’s
commercial activity, which shall be carried outahgh involving all LCG Team
Members. Moreover, customers’ behavior shall belyaed through various client
satisfaction enquiries in order to be able to offestomized Business solutions and to
calculate the client satisfaction with LCG’s priaad the perceived added value to the
client. Moreover, a Knowledge Management Platforith e implemented that fosters
the exchange of expertise between LCG’s employkesps the knowledge in the
company and therefore tackles the threat of thesdong industry’s high employee
turnover. Moreover, the interaction between LCG thadleading Portuguese universities
will be strengthened in order to guarantee that WM@lGattract high potentials and profit
from the available talent resources in the markabther reason for establishing a close

relationship with universities is to create a styembrand awareness, which consequently
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leads to new initiatives in the marketing segmétdreover, LCG identified Brazil as
new target market and will enter this emerging raark 2013. In addition, LCG could
take advantage of the identified best industry ficas in the Benchmark Approach in
Point II.3, e.g. to use Value Driven Approach aondshare risk and reward with its
clients. Furthermore, the Balanced Scorecard wilinbpplemented in the company, which

encourages and supports LCG’s process improvement.

IV) IMPLEMENTATION OF LCG’'S BALANCED SCORECARD THRO UGH A
BUSINESS INTELLIGENCE FRAMEWORK

The Implementation of LCG’s Balanced Scorecard ireguthe creation of an Excel
Sheet that displays LCG’s Critical Success Factey, Performance Indicators, Targets,
Comments and Initiatives, Actual Performance andAdesrm, that is automatically
triggered if the company underperforms in one KPle range of the Alarm follows the
colors of a traffic light: Green is programmed &xcellent”, Yellow as “Cautious” and
Red as “Alarm” (Please refer to the Supplementgopekhdix 4 to see an excerpt from
LCG’s Balanced Scorecard’s Excel Spreadsheet). ddere two Types of KPIs were
automated: Type A KPI is used for positive KPIsjakhmeans that an increasing of the
company’s measure is intended (e.g. company’s f£&atio). In contrast, the decreasing

of a measure (e.g. % of overhead costs) is regulateype B KPI.

Moreover, the Excel Sheet contains a Graph for &sghPerformance Indicator in order
to provide a visual overview of the data (For asezgt of the company graphs, please
refer to the Supplementary Appendix 5). Every gragmtains three columns: The
company’s current performance (Blue), the compatarget (Green) and the company’s
underperformance column (Red). For having a beterview of the different contents
of LCG’s KPIs, a handbook was created, which skailve as a orientation tool. It is

composed of 31 slides and consists of one slideKpgrPerformance Indicator, which
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includes its Critical Success Factor, targets, itlemtified initiatives, the short-term or
long-term orientation of each KPI and the alarmdach target that warns LCG if it is
underperforming (Please refer to the Supplemenfgppendix 6, which gives an

Example of a Slide of the Handbook).

Apart from the Excel Spreadsheet, a Business igegite Framework is established in
order to visualize LCG’s Balanced Scorecard. F@ plurpose, SAP Crystal Dashboard
Design was used in order to summarize the compatay/trough a visual and interactive
tool. The Excel Sheet is added into the SAP CryBtedhboard Design Framework. The
next step is to adapt different visual diagramgh company’s notions. Apart from the
software that supports the implementation of thiauB@ed Scorecard, it is substantial that
the implementation is well communicated. “Employeee the ones who improve the
processes and run the projects, programs, andatinés required by the strategy”
(Kaplan, 2008: 12). Hence, it is vital that LCGm@oyees understand the implemented
Strategic Measurement System in order to succdgéifitk their day-to-day operations to
it as well as to be motivated to achieve the sgfeta. The communication plan of the
Balanced Scorecard contains workshops, trainingi@es, career development plans and
the communication of how LCG aligns the employeesisonal objectives to LCG’s
strategic goals. Another component of a succe®B&8C implementation is sustained
management commitment to drive the necessary batahwihanges within the company

(Acumen Integrat, 2009: online).

Moreover, a cost benefit analysis has to be camigdin order to consider additional
costs of the Balanced Scorecard. At this stagentipgementation was completely free as
the author of this work developed the Balanced &mnd and its different tools like the

Strategy Map, KPI handbook and the BSC Excel Spiezet i.e. there were neither
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overhead nor personnel costs. The professionabtiSAP Crystal Dashboard Design
will cost the company depending on the version betwapproximately €470 and €1800
(SAP Online Store, 2012: online). Moreover, thenireg and maintenance costs have to

be calculated.

V) CONCLUSION

Many organizations contain business and suppots tinat consist of highly trained and
experienced employees but that are not coordindtad.results in lost opportunities and
reduced performance. Therefore, the DevelopmetteBalanced Scorecard at Lisbon
Consulting Group was very important as it lackedsthimportant measures and targets
that usually coordinate and drive a company’s perémce. Identifying and especially
forming the link between strategic performance apdrational success through a new
Performance Management System, the Balanced Scdyem@ables LCG to supervise
and measure the company’s performance and henableethe firm in a long-term
perspective to realize its vision. Through the tdesd Critical Success Factors and the
established Key Performance Indicators, LCG’s caf@executives can measure LCG’s
tangible and intangible assets. By having condudiffdrent analyses in this work, for
example the SWOT Analysis and the Benchmark Appro#ite weaknesses of LCG
could be identified and directly addressed by théaBced Scorecard Model. Still, it has
always been taken into consideration that LCG 8ME with 30 employees so that at
this stage some weaknesses like the lack of agtmational and international brand
awareness, a talent pool, evaluation tools thattifiles internal as well as external high
potentials and extensive training possibilities hdw be relativized. But since LCG is
growing and since it want to keep pace with its petitors, these weaknesses have to be
addressed in order to create a sustainable andidbted Balanced Scorecard. The
recommendation of this work is to carry out an ¢éx@ost Benefit Analysis for the

Implementation of the Balanced Scorecard, even ghothe initial costs for the
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development, e.g. personnel or overhead cost, Wee Still, communicating the
benefits and tasks for every employee, train thpleyees to use the BSC and keep the
BSC up to date, require additional expendituresorbter to create a great competitive
advantage the use of ROI instead of the “Percem#éded value for the client” is
advisable. Admitting to clients that the impactaof extensive, costly consulting service
is not measurable has already evoked doubts wgrdeto the added value of consulting
projects and will continue to do so. Concludingg implementation of the Balanced
Scorecard for LCG is an excellent opportunity f@asuring the company’s performance
and forming the link between LCG’s Strategic Perfance and Operational Success,
which was missing at LCG so far. Being implemeniedhe right way, the Balanced
Scorecard will help LCG to speed up its businesscgsses, improve its company
performance and consequently, will create a rentdekuture value for the company —

in a long-term as well as short-term perspective.
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APPENDIX

Appendix 1: SWOT Analysis of Lisbon Consulting Groyp

Strengths Weaknesses Opportunities Threats
* Supported by funds from the EU * No balanced cash flow * By offering high value added « Stagnant market environment
* Small cost structure * Client risk Management Consulting services at a| » Declining margins in the current

« Diversified Sources of Revenues

* Average time of receiving money
from clients

* Too less investment opportunities in
growing markets

competitive price, LCG can
profit through gearing its competitive
advantage to this circumstance

* Leverage LCG's Balanced Sheet
through emerging markets

« Better credit conditions in Banks due
to LCG's revenue growth

economic crisis
* Price pressure on consulting day
rates

Customer

* Diversified product/ service portfolio

« Offer of customized, high-quality and
Innovative Business solutions

* Customer-centric vision and
mission

* Maintaining an intensive and
positive relationship with clients

* Functional expertise

* Word of mouth from client base to
prospects

* National and International brand
awareness

* PR and Marketing Communication

* Industry experts

* Market Expenses

* Quality demand and client’s price
sensitivity

* Acquire industry expertise in the
Insurance Industry

* Innovative Partnerships
- Operational Area
- Tactical Area
- Strategic Area

« Expanding in North European
Countries

* Highly competitive and fragmented
market due to low barriers of entry
and high industry profitability

« Information based products are
more prone to be substituted

- There are hardly switching
costs for customers

- High number of already
existing substitutes

* Small player in a market that is
characterized by large international
integrated and highly acknowledged
competitors

* Client's demand on 24/7 availability

Internal
Processes

« Light hierarchical structure
« Speed of Business Processes

« Search Engine Optimization
* Formulized processes and procedures

* Use of Outsourcing Services (e.g.
Marketing Activities, Travel Agency)

« Leverage of internal processes based
on cloud computing

* Back office Overload
* Internal Processes with regard
to Internationalization Strategy

Learning and

Growth

* Highly experienced consultants in
different sectors with a proven
track record of successful projects

« Stimulating a psycho-social work
environment, promoting
cooperation, team spint and
unity among employees

* Innovation-oriented

* Reward system

* Training possibilites

* Talent Pool

* Knowledge Management

« Special Programs for High-Potentials

* Permanent staying employees in
International offices

* Knowledge Management Platform

* Web 2.0 activities

* Due to the economical crises talent
resources are avallable

* Acquisition of new companies with
complementary offers

* Due to the high employee
turnover industry , there is a great
danger of losing accumulated
knowledge by key employees

« Software/ IT Knowledge has to be
up-to-date

* No evaluation of external and
internal high potentials
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