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NUMBERS

hile key performance indicators (KPIs)
w need to be checked regularly, their

availability at planning meetings can
save a great deal of time in establishing in which
direction the business is really heading.

Barak Messa, CFO of supply chain for Strauss
Israel, explains: ‘Before we introduced KPIs we
spent a large part of many meetings arguing about
the numbers. It was only in the last ten minutes of
such meetings that we got around to deciding what
we were going to do and what the solutions were
going to be.’

While many companies use business information
systems to watch money, the accounts receivable
and payable and the cashflow, few drill down
through that data. This means that they cannot
accurately ascertain where performance
has to be improved. Without decent metrics,
problems are always open to the arguments that
Messa deplores, preventing businesses from taking
action quickly.

Consistent figures

Although the Strauss Group uses SAP, Messa
says it was not implemented to mine key supply
chain data. ‘SAP is heavy — it takes a lot of time
to implement major changes into it. So, in the last
18 months in Israel, we have changed our supply
chain performance management system.’

Messa basically needed to know more about
what was really happening in the supply chain: “If
you cannot measure, you can talk about it, but it’s
not a fact. If you say to someone ‘order fulfilment
is terrible — 1t’s only 75%,” they will respond: ‘No
it’s not; it’s two million shekels.” At the end of the
day, the factory will measure it in money because
it only sees costs and payments, but when we look
at the larger financial side — the performance — the
perspective becomes very different.’

Part of the challenge, says Messa, was that
every part of the business was calculating
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YOU CANNOT MAKE FAST
IMPROVEMENTS

its own numbers. ‘Before we moved to our new system,

we had to work out the KPIs manually. It was a monthly
process, rather than weekly or daily. If you see the numbers
only once a month, you cannot make fast improvements.
You do something, and then you have to wait a month to
see what happened. We are unable to be as agile as the
market demands.’

He describes the business positioning system provided by
Sterna (formallyFriend Ltd) (see box, right) as ‘amazing’.
With the introduction of the system, he explains: “‘When | see a
problem, I can call the department concerned and the manager
there will see the same number that | see. There is no more
argument. We can start to look for solutions straight away.’

Improved performance
The Sterna business positioning system (BPS) has
only been rolled out in Israel, where the company has
enjoyed a dominant position since 2004 when Strauss, a
predominantly dairy company, merged with Elite, which
produces chocolate, coffee and dried food snacks.

As a result of the Sterna BPS software implementation, says
Messa: ‘Our numbers have generally improved. Any areas that
haven’t improved have been held back by the markets. Order

DOUBLING STRAUSS

Strauss-Elite is capitalised at $1.4 billion and has 11,000
employees working at 20 plants, 11 of which are in Israel.
Listed on the Tel Aviv Stock Exchange, it has delayed a
planned 2006 London listing. In August 2007, president and
CEO Erez Vigodman reported the fifth year of double-digit
growth for the group.

The dominant position of the merged Strauss and Elite
companies in their home market led to a monopoly
investigation by the Israeli authorities. It also added
impetus to its international operations. These now account
for more than 43% of group activity and break down into
three core areas:

1. International Coffee has a major presence in Romania,
Poland and the Ukraine, and in Brazil, where, due to its 2005
merger with Santa Clara, it is the second-largest local coffee
manufacturer.

2. Mediterranean Salads, sold in North America through its
2005 acquisition of Sabra.

3. The Max Brenner chocolate bar chain in the US.
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STERNA TECHNOLOGIES (omaiy Friend L)

The Sterna business positioning system (www.sternatech.com)
that was deployed to generate Strauss Israel’s powerful KPIs
was first identified by CFO Barak Messa. He says: ‘When |
first saw it, it seemed almost too good to be true. We had
something similar at Strauss before the 2005 merger but

it wasn’t that smart. ‘We took this new solution to our IT
people who checked it and said it was OK. The programme
takes the data from our business information systems and
presents it on our internal website. | would not say it was
“plug and play” but it was close.

In 2006 when the system was introduced to the supply
chain, there were only a few KPIs. Messa explains that this
was partly because they wanted to be sure that the metrics
were right: ‘| trust the system, but — and it’s a big but — we
have to check it all the time to ensure that the data are
being produced accurately. | have a controller, part of whose
job is to monitor just this. Every day he checks a different
number. If KPIs became distorted by missing or inaccurate
data, they became worthless.

Once it had been established that the programme was
satisfactory, the number of KPIs was expanded rapidly.

There are now more than 20 KPIs and between one and
five new KPIs are being added each month. Messa says
meetings have been transformed: ‘Everyone comes knowing
their own data and we can get down to analysing them and
seeing what we can do better right away.” For the future,
Messa wants to take the KPIs generated by Sterna to
model potential future scenarios, such as, he explains: ‘If an
exchange rate changes, how it is going to affect our margin
growth?’ But he stresses that software is only useful if it is
part of a robust business process.

fulfilment has certainly shown a marked improvement.’

It has also lead to a much closer analysis of sales, which
in turn has helped Strauss reduce its product lines. In Israel,
the group has 11 factories producing over 1,000 lines.
According to Messa: ‘Once we had the KPIs in place, we
could see that some products were not selling. So we
dropped those lines.’

With a growing suite of KPIs, did Messa fear that
there might be a point where there was simply too much
information? He thinks not. ‘We take a different approach
from many companies. We have a lot of KPIs, but each
group of people only sees their own KPIs. Top managers
typically have only between four and ten to look at. The sales
guys see only the sales KPIs and the planning department
sees only theirs. | would say that 99% of managers cannot
see all the KPIs. But along with the CFOs of all the different
companies, | see it all because | am the owner of the system.’

The wealth of information provided by software systems
and management practices can help any company improve
process and cut inefficiencies, yet the defining characteristic
of successful implementation is the ability to know which
information you need, and make that available to the relevant
people in your organisation, at the right time. ro




