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Welcome to Dawgen Global and our August 2020 edition of our Monthly Newsletter-
Dawgen Global Insights. 

This Newsletter has been produced to provide you with an overview of our firm 
and the wide range of services offered by Dawgen Global entities; whether audit, 
accounting, tax or advisory services.

Over the past 17 years, I can proudly say that Dawgen has significant experience 
and expertise that we draw upon, day after day, helping our clients to progress. 

Our Monthly Newsletter will demonstrate the strength of our firm and the unique 
and innovative approach we engender. This is communicated through client case 
studies on how our team have collaborated to help our clients succeed.

This issue of Dawgen Global Insights explores the Personality Profiles of Successful 
Leaders. It is a matter of great interest for organizations to identify the attributes 
that make their managers and executives different and successful.  Of equal 
importance for them is to know who among their managers has the most potential 
to grow and advance their careers.  

We also examine Financial Ratios. Evaluating Financial Ratios (or Comparables) is 
a crucial method for evaluating the financial and competitive health of a company 
relative to its competitive peers.  This article provides an overview to Financial 
Analysis, as well as deep dive into 20 widely used Financial Ratios.

We also explore the 6 Best-in-Class Business Process Strategies which provide a 
structured framework for managing Banking Transformation.

Seeking a return to pre-recession levels of profitability and growth, banks are 
embarking on a Transformation process which touches every corner of the 
operation—from providing new tools to its sales force to consolidating back-
office operations. 

I hope that you will find the information we provide in this Newsletter helpful.

INTRODUCTION TO OUR  
MONTHLY NEWSLETTER - 
DAWGEN GLOBAL INSIGHTS

Dawkins Brown
Executive Chairman                                                                                                                                         
Dawgen Global
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This article 
reveals findings of 
a study that highlights traits of successful leaders 
based on psychometric testing

ARTICLE OVERVIEW

It is a matter of great interest for organizations to identify 

the attributes that make their managers and executives 

different and successful. Of equal importance for them is to 

know who among their managers has the most potential to 

grow and advance their careers. 

This presentation focuses on an evaluation study that 

employed psychometric testing to explore the characteristics 

critical for a leader’s success. Over 1500 international 

managers were surveyed as part of this study. The study was 

aimed at providing a better understanding of the following 2 

Leadership profiles:

1   Personality Profile of a Leader

2   Personality Profile of a Consistently Successful Leader

The study employed a series of 5 psychometric tests to assess 

the personality and reasoning process of senior managers 

and managers, including:

  Revised NEO Personality Inventory (NEO PI-R)

  Myers Briggs Type Indicator (MBTI)

  GMA(A)

  Watson Glaser Critical Thinking Appraisal (W-GCTA)       

  Consequences

The purpose of the study 
was to find differences in the 
psychometric data of those 
who reach senior positions 
and those who do not.



6 DAWGEN GLOBAL INSIGHTS I AUG 2020

Leaders Personality Study – Overview

Gauging the potential of 
individuals to reach the top is a tedious 
undertaking for HR professionals as well as senior leaders

An organization is always quite keen to identify the attributes that can make their managers 

and executives different and successful. Of equal importance for them is to know who 

among their managers has the most potential to grow and advance their careers.

To explore the characteristics critical 

for a leader’s success, a study of over 

1,500 international managers was 

conducted by global consultancy 

Deloitte & Touche. The study was 

aimed at providing answers around 2 

key areas:

Personality Profile of the 

Consistently Successful 

Leader

What are the noteworthy differences 

in personality and psychology 

of a leader who has consistently 

demonstrated success throughout 

his or her career versus those who 

haven’t?

Personality Profile of a Leader

What are the key attributes of 

personality, reasoning, and business 

mindset of a leader? The purpose of this study is merely to establish 
whether there were any clearly differentiating 
personality traits for a leader, not to delve into 
the “why.”
Source: Senior Managers: Are They Really Different, Deloitte, 2018

The study employed a series of 5 psychometric tests to assess the 

personality and reasoning process of senior managers and managers, 

including:

Revised NEO 

Personality 

Inventory 

(NEO PI-R)

Watson 
Glaser Critical 

Thinking 
Appraisal 
(W-GCTA)

Myers 

Briggs Type 

Indicator 

(MBTI)

Consequences

GMA(A)
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Leaders Personality Study – Leadership Competencies

This study also evaluated participants across 8 areas of 
Business and Leadership competence

The evaluation also utilized standardized repertory grid interviews to evaluate 
the extent of manager’s Business and Leadership competence, by analyzing the 
following 8 areas:

The study explores the link between 
the personality, reasoning abilities, 
business and Leadership capabilities 
with reaching a senior position and 
being successful there.

Source: Senior Managers: Are They Really Different, Deloitte, 2018

CUSTOMER
Identifying and responding to customer needs

COMMERCIAL
Understanding how products and services 

make profit

STRATEGIC
Defining future direction for the business

MANAGEMENT
Knowing how to get things done through others

INTER-CULTURAL
Understanding how to fit in with other cultures

PEOPLE
Understanding how to influence people

POLITICAL
Knowing how to use internal political system to 

achieve goals

RISK MANAGEMENT
Recognizing when the organization is exposed 

to risk
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Leaders Personality Study – Personality Tests

The Leaders Personality Study 
utilized 5 psychometric tests to analyze 
the personality and intellect of leaders

The following 5 personality tests were used in the Leadership study to assess 
the traits of leaders:

REVISED NEO PERSONALITY INVENTORY (NEO PI-R)
This personality inventory assessment examines 5 personality traits: 

Openness to Experience, Neuroticism, Extraversion, Agreeableness, and 

Conscientiousness.

MYERS BRIGGS TYPE INDICATOR (MBTI)
A self-report questionnaire to profile individuals’ psychological type on 4 

elements of psychological functions: Extraversion-Introversion, Sensing-

Intuition, Thinking-Feeling, and Judging-Perception.

GMA(A)
The Graduate and Managerial Assessment Abstract test assesses the 

individuals’ strategic thinking, new and changing patterns identification 

capability, and flexibility to devise new methods and analyze information at 

different levels.

WATSON GLASER CRITICAL THINKING APPRAISAL 
(W-GCTA)
The analytical reasoning skills test based on 80 reading passages presenting 

problems, statements, arguments to measure 5 aspects of critical thinking: 

Drawing Inferences, Recognizing Assumptions, Deductive Reasoning, Logical 

Interpretation, and Argument Evaluation.

CONSEQUENCES
A test of divergent thinking which 

elicits originality and measures the 

creative potential of individuals in 

problem-solving situations.

The use of multiple tests 
ensures reliability of 
assessment results.
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Leaders Personality Study – Revised NEO Personality Inventory 
(NEO PI-R)

In our NEO PI-R testing, 
we evaluate the personality across 30 
personality attributes in total

The Revised NEO Personality Inventory (NEO PI-R) test evaluates 5 personality 
trait categories. Each grouping is further assessed across 6 specific attributes 
(called facets).

• Anxiety

• Angry Hostility

• Depression

• Self-consciousness

• Impulsiveness

• Vulnerability

• Warmth

• Gregariousness

• Assertiveness

• Activity

• Excitement-seeking

• Positive Emotions

• Fantasy

• Aesthetics

• Feelings

• Actions

• Ideas

• Values

• Trust

• Straight-forwardness

• Altruism

• Compliance

• Modesty

• Tender-mindedness

• Competence

• Order

• Dutifulness

• Achievement Striving

• Self-discipline

• Deliberation

NEUROTICISM

EXTRAVERSION

OPENNESS TO 
EXPERIENCE

AGREEABLE-
NESS

CONSCIENTI-
OUSNESS

The extended 
version of 
the NEO 
PI-R consists 
of 240 
personality 
facets.
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Leaders Personality Study – Myers Briggs Type Indicator (MBTI)

The MBTI test evaluates 
a person’s personality across 4 scales and 
8 personality attributes in total

The Myers Briggs Type Indicator (MBTI) evaluates a person across 4 personality 
scales. Each scale is marked by 2 opposing personality orientations.

1

2

3

4

EXTRAVERSION (E) VS. 
INTROVERSION (I)
Are you outwardly or inwardly focused?

THESE 8 PERSONALITY ORIENTATIONS 
FORM 16 POSSIBLE COMBINATIONS OF 
PERSONALITY PROFILES.

SENSING (S) VS. INTUITION (N)
How do you prefer to take in information?

THINKING (T) VS. FEELING (F)
How do you prefer to make decisions?

JUDGING (J) VS. PERCEIVING (P)
How do you prefer to live your outer life?

The Nurturer (ISFJ)

The Performer (ESFP)

The Composer (ISFP)

The Counselor (INFJ)

The Champion (ENFP)

The Giver (ENFJ)

The Craftsman (ISTP)

The Supervisor (ESTJ)

The Doer (ESTP)

The Provider (ESFJ)

The Idealist (INFP)

The Inspector (ISTJ)

The Thinker (INTP)

The Commander (ENTJ)

The Visionary (ENTP)

The Mastermind (INTJ)

MBTI is based on 

Carl Jung’s theory of 

psychological types.
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Personality Profile of a Leader – Overview

The Leaders Personality Study 
employed a simple yet effective 
approach to identify the traits associated with 
successful leaders

OBJECTIVE
The aim of the study was to identify whether the people who had reached the top different from those who have 

not, and whether there were any differences in personality, reasoning and business and Leadership strategies 

between them.

APPROACH
This Leadership study was to address the 

first question: What are the key attributes of 

personality, reasoning, and business mindset of 

a leader?

In this study, we compared all senior managers 

(sample  size   899) with other managers/

supervisors (sample size 668)—14% women 

and 86% men—to see whether there were 

any differences at this level. The managers 

represented a range of sectors—i.e., utilities, 

telco, financial, engineering, manufacturing, legal, 

and accounting—and functions—i.e., Finance, 

Operations, Sales, Technical, and Management. 

The total sample was 76% British and the 

remaining 24% from a wide range of different 

nationalities.

KEY TAKEAWAYS
The senior managers notably differed 

from managers on a number of 

personality, reasoning, and business 

and Leadership aspects.

The senior managers scored higher 

on extraversion and drive, and lower 

on neuroticism.

They were also better on analytical 

and creative thinking, business and 

Leadership skills.

The study also revealed 
the senior managers to be 
stronger on business thinking 
than managers/supervisors.
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Personality Profile of a Leader – NEO PI-R

Here are the results of the personality measures of senior 

managers versus managers/
supervisors on the NEO PI-R testing

NEUROTICISM

OPENNESS AGREEABLENESS

EXTRAVERSION

CONSCIENTIOUSNESS

Anxiety

Fantasy Trust

Warmth

Competence

Vulnerability

Values Tender-
mindedness

Straight- 
forwardness

Positive emotions

Deliberation

Angry hostility

Aesthetics

Gregarious-ness

Order

Impulsiveness

Ideas Modesty

Excitement- seeking

Self-discipline

Self-consciousness

Actions Compliance

Activity

Achievement striving

Depression

Feelings Altruism

Assertiveness

Dutifulness

The results showed that senior 
managers significantly differed from 
managers/supervisors on a number 
of personality dimensions.
Source: Senior Managers: Are They Really Different, Deloitte, 2018

Managers of 

managers with 

consistent career 

success

Managers of 

managers with 

inconsistent 

career success
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Personality Profile of a Leader – Remaining Tests

Likewise, the results of measures of senior 
managers versus managers on the reasoning & 
thinking tests revealed stark differences

MBTI

Extraversion

Managers of Managers 

(mean scores)

Managers/ Supervisors 

(mean scores)

GMA (A)

(Harsh norms)
7.95

64.51

35.42

19.00

7.64

62.57

62.57

14.46

Watson Glaser CTA

Consequences

Business and 
Leadership Schema

Introversion

Sensing

IntuitionFeeling

Judging

Perceiving

Thinking

The senior managers were 
observed to be more driven, 
assertive, dependable, open, 
intuitive, and more emotionally 
balanced.

Source: Senior Managers: Are They Really Different, 

Deloitte, 2018

Managers of managers with 

inconsistent career success

Managers of managers with 

consistent career success
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Personality Profile of a Consistently Successful Leader – Overview

The 2nd part of the study focused 
on senior managers it compared those 
with consistently successful records vs. those with 
inconsistent ones

OBJECTIVE
The aim of the 2nd step of the study was to identify whether the leaders with a consistent track record of success 

any different compared to those with an evidence of inconsistent career track record.

APPROACH
The objective of this part of the Leadership study was 
to address the question: What are the noteworthy 
differences in personality and psychology of a 
leader who has consistently demonstrated success 
throughout his or her career versus those who 
haven’t?
This study was conducted by focusing only on a small 
group of senior managers whose performance was 
observed for several years. The group was segregated 
into 2 sub-groups: the first one encompassed senior 
managers with a consistent track record of success, 
whereas the second group included those with an 
inconsistent track record.
The sample encompassed 101 senior managers from 
a range of sectors, representing 12 distinct functions 
and 9 nationalities (and only 3 women). Altogether, 
there were 51 consistently successful leaders and 50 
not so successful leaders, and the 2 groups were then 
compared using the same tests, as in the first study.

KEY TAKEAWAYS
The results indicated that the senior 

managers with a consistent track 

record of career success were more 

optimistic about people, were 

interpersonally warmer, had a 

stronger sense of responsibility, and 

were less susceptible to stress.

•In terms of logic and intelligence, 

they were better creative thinkers 

and innovators.

Senior managers with 
consistently successful track 
record scored higher in almost 
all aspects of personality and 
psychology.
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Personality Profile of a Consistently Successful Leader – NEO PI-R

The findings of the second study 
are in line with other studies examining the traits of 
successful leaders

NEUROTICISM

OPENNESS AGREEABLENESS

EXTRAVERSION

CONSCIENTIOUSNESS

Anxiety

Fantasy Trust

Warmth

Competence

Vulnerability

Values Tender-
mindedness

Straight- 
forwardness

Positive emotions

Deliberation

Angry hostility

Aesthetics

Gregarious-ness

Order

Impulsiveness

Ideas Modesty

Excitement- seeking

Self-discipline

Self-consciousness

Actions Compliance

Activity

Achievement striving

Depression

Feelings Altruism

Assertiveness

Dutifulness

The consistently successful leaders 
were found to be significantly more 
extravert, open, agreeable, and 
conscientious, yet less neurotic.
Source: Senior Managers: Are They Really Different, Deloitte, 2018

Managers of 

managers with 

consistent career 

success

Managers of 

managers with 

inconsistent 

career success
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Personality Profile of a Consistently Successful Leader – 
Remaining Tests

There were marked differences found 
between successful and inconsistent leaders in 
terms of their psychological profiles

MBTI

Extraversion

Managers of Managers 

(mean scores)

Managers/ Supervisors 

(mean scores)

GMA (A)

(Harsh norms)
8.08

64.51

36.84

26.18

7.04

63.04

32.44

24.16

Watson Glaser CTA

Consequences

Business and 
Leadership Schema

Introversion

Sensing

IntuitionFeeling

Judging

Perceiving

Thinking

The consistently successful 
leaders were observed to have 
far more advanced business 
and Leadership acumen 
than senior managers with 
inconsistent track records.
Source: Senior Managers: Are They Really Different, 
Deloitte, 2018

Managers of managers with 

inconsistent career success

Managers of managers with 

consistent career success

The successful leaders scored significantly better in 
MBTI, GMA(A), WGCTA, Consequences test, and Business 
and Leadership acumen.
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FINANCIAL 
RATIOS/
COMPARABLES 
ANALYSIS

Evaluating Financial 

Ratios (or Comparables) 

is a crucial method for 

evaluating the financial 

and competitive health 

of a company relative 

to its competitive peers. 

This document provides 

an overview to Financial 

Analysis, as well as deep 

dive into 20 widely used 

Financial Ratios.

PROFITABILITY/ 
EFFICIENCY 

RATIOS

LIQUIDITY 
RATIOS

SOLVENCY 
RATIOS

INVESTMENT 
RATIOS
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FINANCIAL ANALYSIS 

INTRODUCTION

Financial analysis consists of analyzing the finan-
cial performance of a company, over time and 
relative to its peers’:

  In particular to understand whether and how companies create value

  Used to assess where a company’s problems might lie

  Can be done internally for own company, or externally for competitors

  Ratios are especially useful in comparisons with competitors

Building on three different kind of financial 
statements, financial analysis allows either 
trends, ratios or cost structure analyses

INPUTS TO FINANCIAL 
ANALYSIS

DIMENSIONS OF 
FINANCIAL ANALYSIS

Ratio/Trends Analysis

Cost Structure Analysis

  The Balance Sheet

  The Profit and Loss (P&L)   

     Account

  The Cash Flow statement
Assess evolution of:

  Revenues, profits, and costs

  Capital base (debt, equity)

  Asset base (tangible, intangible)

  Cashflow

Assesses/measures specific 

financial features of a firm

Breaks down cost structure into 
constituents.
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Financial analysis: introduction (cont.)

All of the statements are linked together and relate back to the ongoing 
activities of the firm.

PROFIT AND LOSS
P&L—Matches costs to 

associated revenues in 

a given year to give a 

representative picture of 

profitability. Hence, assets 

are Depreciated over time 

and charged to P&L gradually 

as the asset is ‘‘used up’’ over 

its useful life to enable the 

revenues to be created.

BALANCE SHEET
Summarizes the value of 

what a company owns less 

what it owes, and balances 

them with the sources 

of financing (debt and 

shareholders’ funds). Stated 

at a specified point in time 

(not for a period).

CASHFLOW
Shows the real cash flows associated with income and expenses in a given year, 

to show the actual change in cash position. Costs and revenues are not matched.

ONGOING STREAM OF EVENTS

Transactions in year Cash received and paid 

credit given and received

Trading Revenues 

Recorded in Year 

Expenditure Recorded 

in Year

Opening BALANCE 

SHEET Assets Fixed 

Assets Working 

capital Financing 

Owners’ interests 

Outside liabilities

Closing

BALANCE SHEET

Assets

Fixed Assets

Working capital

Financing

Owners’ interests

Outside liabilities

PROFIT AND LOSS ACCOUNT

Revenues relevant to year =

Expenditure relevant to year =

Other Capital Paid 

In Borrowing Assets 

Purchased

Income

- Expenses

- Profit (loss)

CASHFLOW STATEMENT 

Operating activities Investing 

activities Servicing of 

financing Taxation Financing
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Definition of Common Financial Terms

Accounts Payable Money owed to suppliers

Accounts Receivable (or Trade Credit) Money owed by customers

Assets Things owned

Book Value
The value at which an item is reported in financial 

statements (cf. market value)

Capital The amount invested in a venture

Capitalization
Sum of all long-term sources of financing to the firm 

(equals total assets less current liabilities)

Cash flow
The amount of cash generated or consumed by an activity 

over a certain period of time

Common Shares (or Common Stock) Securities representing an ownership in a firm

Cost of Goods Sold
Cost of sales 

Total of all costs required to acquire and prepare goods 

for sale

Cost of Debt
Yield to maturity on debt (i.e. internal rate of return to 

maturity)—frequently after tax, in which event it is 1 minus 

the tax rate times the yield to maturity

Debt (Liability)
An obligation to pay cash or to provide other goods or 

services to another party

Depreciation

Reduction in the value of a long-lived asset from use or 

obsolescence. The decline is recognized in accounting by 

a periodic allocation of the original cost of the asset to 

current operations



22 DAWGEN GLOBAL INSIGHTS I AUG 2020

Dilution

The deduction in any per share item (such as earnings 

per share or book value per share) due to an increase in 

the number of shares outstanding either through new 

issue or conversion of outstanding securities

Earnings 
(or Income; Net Income, Net Profit; Profit)

The excess of revenues over all related expenses for a 

given period

Equity (or Owners’ equity, shareholders’ 
equity, net worth)

The ownership interest of common and preferred 

stockholders in a company (on a balance sheet, equity 

equals total assets less all liabilities)

Fixed Cost
Any cost that does not vary over the observation period 

with changes in volume (as opposed to variable costs)

Insolvency
The condition of having debts greater than the realistic 

value of one’s assets (as opposed to solvency)

Liquid Asset
Any asset that can be quickly converted to cash without 

significant loss of value

Liquidity
Extent to which a company has assets that are readily 

available to meet obligations

Market Value Price at which an item can be sold (cf. book value)

Operating Expenses Costs incurred to produce goods or services

Revenues Sales

Trading Profit (or EBIT)
Earning before interest and tax (see method of 

calculation in following pages)

Definition of Common Financial Terms
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P&L Account

The P&L account provides a representative picture of 
profitability in a given year

Turnover
- Cost of Goods Sold

Gross Profits

Overheads

PBIT

- Interest

PBT

Costs such as assets are matched 
and are depreciated over time and 
charged to the P&L gradually as the 
asset is “used up”

- Tax

PAT

Dividend

Sales—could be minus discounts)

(Direct costs)

(Administration - indirect costs and depreciation)

(Trading profit = operating profit)

(Interest charges for financing)

(Profit Before Tax)

(Corporate tax)

(Profit After Tax)

(Appropriation of profits transferred to balance sheet 

in retained profit)Retained for Reserves
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The balance sheet shows a company’s financial position at a specific date
•The balance sheet features two basic areas of the company’s financials:

Assets

What the business owns
Uses for where the money is spent Amounts owed by  the business

Sources from which the money 
is obtained

Liabilities/Funds

Fixed Assets

 All long-term assets:

• Intangibles (Goodwill, patents, etc.)

• Net fixed assets (land, building, equipment, etc.)

• Long-term investments (share in associated 

companies)

Current Assets

  All short-term assets:

• Inventories (stocks, work in progress, raw 

materials, etc.)

• Cash

• Accounts receivable (due from trade debtors)

• Miscellaneous (all other short-term assets)

Owners Funds

  Issued common stock

  Capital reserves:

• Surpluses from sources other than normal trading and 

that belong to ordinary shareholders

• Revenues reserves:

• Surpluses generated by trading

Long-term Liabilities

  All long-term loans (more than 1 year)

Current Liabilities

  All short-term liabilities (to be paid within 1 year):

• Account payable (due to trade creditors—suppliers)

• Short-term loans (bank overdraft and all other interest-

bearing short-term debts)

• Miscellaneous (all other short-term liabilities)

The Balance Sheet
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The key difference 

between the P&L and 

cash flow is that the 

cashflow shows real 

sources of income and 

expenditures, whereas 

the P&L only shows a 

representative picture, 

by for example, including 

only an allocation of 

asset expense.

Cash Flow Statement

Cash flow statement tells how a company’s cash position has changed during 
the year

Operating activities All items that relate to the company’s operations.

Investing activities
All buying and selling of fixed assets that relate to the 

company’s operations.

Servicing of finance Interest paid on loans and dividends paid to shareholders.

Taxation
Financing All transactions relating to the raising of funds.
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What It Is
  Ratios are measures of a firm’s specific financial 

features.

  Financial ratios typically fall into four categories:

Why We Use It
Financial ratios help us diagnose the financial health 

of a firm:

• Profitability/efficiency ratios measure how well a 

firm uses its assets to generate profits

• Liquidity ratios measure a firm’s ability to meet 

short-term liabilities.

• Solvency ratios are an indicator of a firm’s 

financial strength (assess the mix of funds in 

the balance sheet and measure firm’s ability to 

withstand operating setbacks).

• Investment ratios are indicative of the market’s 

perceptions of a company. They are used mainly 

by investors to value a company.

Strengths & Limitations
 Strengths:

• Can be used to identify potential areas of 

improvement.

 Limitations:
• Accounting principles can differ making 

comparisons difficult.

• Need to be wary of management ‘‘managing’’ year-

end figures.

• Book values for fixed assets may be out of date.

Key strategic 
ratios
• Return on 

sales:

• Profit margin

• Gross margin

• Return on net 

assets

• Return on 

equity

Other ratios
• Inventory 

turnover

• Days inventory

• Total asset 

turnover

• Days 

receivable

• Fixed asset 

utilisation

• Current ratio • Quick ratio

• Working 

capital

• Debt equity 

ratio

• Interest cover

• Price-earning 

ratio

• Earning per 

share

• Dividend yield

• Earning yield

• Dividend cover

• Dividend per 

share

Profit-
ability/ 
Efficiency 
Ratios

Liquidity 
Ratios

Solvency 
Ratios

Investment 
Ratios

1 To be used selectively, according to the industry and/or the level of detail required.

Financial analysis: introduction
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Financial ratio analysis: 
how to do it

Profitability/Efficiency Ratios

1 Costs that are altered by a change in output.

Ratio Formula What It Does Drivers

Profit Margin 
(also known 
as operating 
margin

= PBIT
   Sales 

Where: PBIT: profit before 
interest and tax

= Sales – cost of goods 
sold – operating expenses

= Trading profit

• Measures bottom line 

company profitability

• Indicates the effectiveness 

of sales and production in 

producing profit

• Constitutes a good 

ratio for comparing 

the performances of 

competitors in the same 

industry

• Sales:

• Price

• Volume

• Operating expenses

Gross Margin

Gross profit 

Sales 

Where: Gross profit

=Sales – cost of goods sold

• Measures percentage of 

revenue remaining after 

the cost of goods sold is 

covered

• Constitutes a weak ratio—

looks at variable1 costs 

only

• Price

• Cost of producing goods

Key Strategic Ratios (1/5) 

Return on sales (ROS): Are goods sold at an appropriate price and produced 
efficiently?
• Two ratios reflect ROS:
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Financial ratio analysis:
how to do it

Profitability/Efficiency Ratios (cont.)

Ratio Formula What It Does Drivers

RONA is 
also known 
as:
• Return on 

Asset (ROA)

• Return on 

Capital 

Employed 

(ROCE)

= (Profit Before Interest + Tax) a Fixed 
Assets + (Current Assets – Current 
Liabilities)b (Profit Margin x Asset 
Turnover) 

a. Can be defined as profit after tax, 
but before deduction of interest. 

b. Current assets – current liabilities 
= working capital. It represents the 
amount of day-to-day operating 
liquidity available to business.

• Measures profitability

• Measures how 

well assets have 

been employed, 

irrespective of how 

the company is 

financed

• Profit margin:

• Price

• Cost

• Asset turnover:

• Sales

• Capital employed

Ratio Formula What It Does Drivers

ROE = Profit After Tax 
   Ordinary Fundsa 

a. Issued capital + capital 
reserves + revenues reserves
• Profit after tax used because it is 

the return from which dividend is 

subtracted.

• Measures the 

return on ordinary 

shareholders’ funds:

• Assesses the 

efficiency with 

which the firm 

employs owners’ 

capita

• Measures return for 

shareholder

• Profit margin:

• Price

• Cost

• Asset turnover:

• Sales

• Capital employed

• Financing:

• Debt to equity ratio

• Cost of debt

• Tax-effectiveness

Key Strategic Ratios (2/5)

Return on Net Assets (RONA): How profitable is this company?

Return on Equity (ROE): What is shareholders’ profit?
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Profitability/Efficiency Ratios (cont.)

Ratio Formula What It Does Drivers

Current 
Ratio

• Current Assets / Current Liabilities

• i.e.: (cash and near-cash assets 

available to business) over 

(upcoming cash requirements)

• Indicates a company’s 

short-term financial 

position:

• Compares the assets 

that will turn into cash 

within the year to the 

liabilities that must be 

paid within the year

• A company with a low 

current ratio lacks 

liquidity in the sense 

that it cannot reduce 

its current asset 

investment to supply 

cash to meet maturing 

obligations:

• It must rely instead on 

operating income and 

outside financing

• The most informative 

feature of a current ratio 

is its normal level and 

any trend from year to 

year

• Nature of the industry:

• Some have to carry large 

stocks and, have long 

production cycles

• Others carry almost no 

stock and receive more 

credit than they give

• Type of current asset:

• Some are more liquid 

(i.e. easier to sell readily)

• Volatility of working capital 

requirements

• Debtor and creditor 

management:

• Bargaining power of 

company

Key Strategic Ratios (3/5)

Current Ratio: Will the company have sufficient cash in the immediate future to meet 
its short-term liabilities?
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Solvency Ratios

Ratio Formula What It Does Drivers

D/E
Often 
referred 
to as 
“leverage” 
or “bearing”

• 1. Total Debt 

        Total Equity

      Where:

• Debt = long-term liabilities + 

current liability

      and

• Equity = ordinary funds 

                 = Issued capital 

      + capital reserves

      + revenue reserves

• 2.   Total debt

           Total funds

      Where:

• Total funds:

• Fixed assets + current assets

• Ordinary funds + long-term 

liabilities + current liabilities

• Makes a comparison 

between:

• Funds that have been 

supplied by the owners 

(equity).

• Funds that have been 

borrowed (debt).

• Defines level of safety to 

lender:

• Measures a company’s 

ability to withstand 

operating setbacks.

• Typically high leverage 

equates to high financial 

risk, as debt is paid prior 

to shareholders’ equity 

when a company is 

wound up.

• This is a fundamental 

ratio

• Debt and its nature, i.e.:

• Long-term loans only, 

vs.

• Long- and short-term 

loans (i.e. all interest-

bearing debt), vs.

• Long-term loans, plus 

all current liabilities

• There is an optional 

leverage for a given 

business risk – one of 

the drivers is hence 

industry or company 

risk.

• Tracking leverage over a 

period shows when the 

company is exposing 

shareholders to more 

risk.

• Some businesses shy-

away from investing 

debt, and under-

leverage.

Key Strategic Ratios (4/5)

Debt to Equity ratio (D/E): What is the mix of funds in the balance sheet?
The D/E turns up under many different names and with different methods of calculation, which 
causes some confusion.
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Investment Ratios

Ratio Formula What It Does Drivers

Pricing-
Earning 
Ratio (PE)

Share Price 

EPS

• Share price to be found in the 

“Financial Times”

• Alternatively stated as: Market 

Capitalisation Profit After Tax

• Widely quoted parameter 

of share value

• Value is determined 

by investors based on 

company’s ability to deliver 

a good return to the equity 

shareholder

• Provides a quick indication 

of whether a company is 

rated highly or lowly

• Indicates expected 

growth (relative to other 

companies or the stock 

market in general)

• Investors’ view of 

future return on 
equity compared with 

this year’s earning 

per share

• Level of stock market

Earning per 
Share (EPS)

Profit After Tax 
Number of Shares

• Profit After Tax of share to be 

found in the notes to the financial 

statements

• Absolute amount of EPS 

tells nothing about a 

company’s performance

• However, growth in 

earnings per share has 

a significant impact on 

market price

• Investors look for stability 

as well as growth

• Profit

Key Strategic Ratios (5/5)

These ratios are indicative of the market’s perception of the company:

–They are used mainly by investors to value the firm.

They reflect a company’s performance and expectations of future performance.

They do not explain what has happened operationally or in terms of financial structure.
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Profitability/Efficiency Ratios

Ratio Formula What It Does Drivers

Inventory 
Turnover

Cost of Goods Sold 
Ending Inventory

Helps to tell whether an appropriate level 
of stock is held:

• Measures how often an inventory 

item turns over per year (or how many 

times it has been sold)

Sales (volume)
Inventory:

• Size

• Appropriateness

Days 
Inventory 
(also called 
“stock 
turns”)

365 
Inventory Turnover

Measures the number of days required to 
sell the inventory once

• Sales (volume)
• Size of inventory

Total Asset 
Turnover

Sales 
Total Assets

Indicates how well a company uses its 
assets:

• Measures sales generated by each unit 

of assets
Measures capital intensity:

• A low asset turnover signifies a capital-

intensive business

• A high turnover signifies a business 

that is not capital-intensive

Sales (volume, price)
Assets:

• Fixed

• Inventories

• Accounts receivable

Days 
Receivable 
(also called 
“debtor 
days”)

Accounts Receivable 
Sales

Measure of how long it takes a company 
to collect what it is owed

• Monitors credit control department 

effectiveness

Collection period

Fixed Asset 
Utilization

Sales 
Fixed Assets

Measures how well plant, buildings, etc, 
are utilized

• Heavily influenced by nature of 

industry so seldom used

Sales (volume, price)
Assets:

• Level

• Valuation

Other Ratios (1/4)

These ratios must be used selectively, according to the business and/or the level of detail required.



33DAWGEN GLOBAL INSIGHTS I  AUG 2020

Liquidity Ratios

Ratio Formula What It Does Drivers

Quick Ratio 
(acid test)

Current Assets – Inventory 
Current Liabilities

Tests what would happen if the company 

had to settle up with all its creditors and 

debtors immediately:

–If the quick ratio is less than 1 it would 

be unable to settle quickly

If a ratio is low and declining it points to a 

rising overdraft

Nature of the 
company’s business 
(see ―current ratio’’)

Working 
Capital to 
Sales Ratio

(Current Assets - Current 
Liabilities) / Sales

Where:
Working capital = (current 
assets – current liabilities)

Shows how much capital is required to 

finance operations in addition to capital 

invested in fixed assets

A falling ratio indicates the possibility of 

over-trading (insufficient resources in the 

balance sheet to carry the level of existing 

business)

Nature of the company’s 
business (see ‘‘current 
ratio’’)

Other Ratios (2/4)
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Solvency Ratios

Investment Ratios

Ratio Formula What It Does Drivers

Interest 
Cover

PBIT 
Interest

Where:
PBIT = Profit Before Interest 
and Tax
Interest being the cost of 
financing (item of the Profit 
and Loss Account)
The “cover” is expressed as 
“so many times”

Measures a company’s ability to service 
its borrowing

Operating profit
Total amount 
borrowed
Rate of interest

Ratio Formula What It Does Drivers

Dividend 
Yield

DPS 
Share Price

•DPS = dividend per share 
(see below)

Important ratio for both the investor and 
the company

•Yield ratios allow investors to make 
comparison between the return on 
shares and other types of investment

Profit

•Financing structure 
(reinvestment—
dividend only)

Earning per 
Share

EPS 
Share Price

EPS = Earning Per Share

Dividend 
Cover

EPS 
DPS

Indicates future stability and growth of 
dividend:

–High cover suggests dividend is fairly 
safe

–Also indicates company is aiming for 
high growth

Profit

•Reinvestment

Dividend 
Per Share

Dividends
Number of Shares

•In Profit and Loss account.

•In notes to the financial 
statements.

Profit available after reinvestment in 
company

•Important for the many of investors who 
are keen to see steady dividends

Profit

•Reinvestment

Other Ratios (3/4)

Other Ratios (4/4)
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Cashflow, $MM, 1983-1994

Tax

Dividends

Interest

Capex (Net)

Changes in working capital

Other / Extraordinary items

Depreciation

PBIT

Net Cashflow

Cumulative Cashflow

-80

-60

-40

-20

0

- 20

- 40

- 60

- 80

- 100

Trends in ratios can 
similarly be plotted
Source: Dawson International

Financial analysis 
illustrative output

1983  1984  1985  1986  1987  1988  1989  1990  1991 1992  1993 1994
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RONA/Dupont ModelLevers

M
ar

gi
n

Co
st

s
A

ss
et

 B
as

e

Shareholder
Value

A Dupont Tree (also known as RONA model) is a useful way to structure and present 
output.

UK External Sales

EU and EFTA Sales

Rest of World
Sales

Gross Sales Total 
Turnover

Raw Materials &
Consumables

Cost of Sales Total Cost

Maintenance
Total 

Employment

Subsidiaries
Results

Sale of Fixed
Assets

RONOA

Fixed 
Assets

Net 
Operational

Assets Net Assets

Working 
Capital

Interest

RONA

Taxes

Stock 
Revaluation

Depreciation and
Grant Costs

Intra-Group
Materials

Raw Materials

Work in 
Progress Short Term

Investments

Investments

Provisions and
Accruals

Finished 
Goods

Stocks

Trade Debtors Debtors

Creditors 
(<1 year)

Creditors 
(<1 year)

Cash / 
Loans

Trade 
Creditors

Loose Plant, 
Spares & Tools

Other Intra-Group
Costs Tangible Assets

Trading 
Profit PBIT PAT

Exceptional Items

External 
Costs

Other 
Operating

Costs
Carriage

Intras-Group Sales
Sales
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Financial ratio analysis: top tips

Potential Insight

The ratios are useful when viewed over time or compared with other companies’ 
(usually in the same industry):

• Analyzing over five years helps smooth ups and downs

Ratio analyses are a key input to a comparison of competitors

Hints and Pitfalls

Do:

• Look for divisional data when analyzing diverse multi-product conglomerates

• Look for industry-specific ratios

• Be wary of management ‘‘managing’’ end-of-year figures

• Find out what the terminology used means:

• US and European terminology differ

• Accounting principles differ, making comparisons difficult

• Always treat the notes and main statements as inseparable:

• You need both to get the job done properly

• Always look for trends and differences over time (5 years)

• Try to obtain comparative data on companies in the same industry (international 

comparisons can be hard—especially Germany, due to different accounting 

principals)

• Make sure you are comparing like with like

• Ask the questions ‘‘Why’’ and ‘‘So what’’?

Don’t:

• Ever draw conclusions from one parameter
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Financial ratio analysis: 
data sources, case examples, 
and related analytics

Data Sources

Company reports (annual report, IOK in US)

•Analysts’ reports

•Industry reports (e.g. ICC in UK for ratio reports)

•SEC (Securities Exchange Commission, USA)

Related
Analytics

Cost structure analysis

•Business case

•Financial analysis spreadsheet model





40 DAWGEN GLOBAL INSIGHTS I AUG 2020

CORE 
COMPETENCE 
MODEL 
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The Core Competence Model

ARTICLE OVERVIEW

The Core Competence Model is a corporate strategy model 

that starts the strategy process by thinking about the core 

strengths of an organization.

Whereas the traditional outside-in approach (e.g. Porter’s 

Five Forces, BCG Matrix) places the market, competition, and 

customer at the starting point of the strategy process, the 

Core Competence Model does the opposite. It states that 

in the long run, competitiveness derives from an ability to 

build a Core Competence at lower cost and more quickly 

than competitors. 

The real sources of Competitive Advantage are to be found 

in management’s ability to consolidate corporate-wide 

technologies and production skills into competencies, 

through which individual business units can adapt quickly 

to changing circumstances. A Core Competence can be any 

combination of specific, inherent, integrated, and applied 

knowledge, skills, and attitudes.

Our Core Competence may 
result in the creation of 
unanticipated products and 
services.

is a corporate strategy model that focuses on 
the core strengths of an organization
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Like a tree, 
the corporation grows from its roots
fruits are the end products

Competencies are the Roots of Competitiveness

END PRODUCTS

1 4 7 102 5 8 113 6 9 12

BUSINESS
1

COMPETENCE 
1

COMPETENCE 
3

COMPETENCE 
2

COMPETENCE 
4

BUSINESS
2

CORE PRODUCT 2

CORE PRODUCT 1

BUSINESS
3

BUSINESS
4

The tangible link between Core Competencies and end products is what we 
call Core Products—the physical embodiment of 1 or more Core Competences.

Source: The Core Competence of the Corporation, Prahalad and Hamel, Harvard Business Review, 1990 
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The flip side of 
a Core Competence is a Core Rigidity
something we should avoid
Core Rigidities

Care must be taken not to let core competencies develop into 

core rigidities. A Corporate Competence is difficult to learn, but 

is difficult to unlearn as well.  Thus, a Core Rigidity is caused by 

over-reliance on any Core Competence for too long, even after 

its competitive advantage has turned obsolete.

Companies that have spared no effort to achieve a competence 

may neglect new market circumstances or demands. They risk 

being locked in by choices that were made in the past, where 

the competitive landscape and situation were different.

CORE 
COMPETENCE

CORE 
RIGIDITY

time
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There are 
4 dimensions to 
a Core Competence
4 Dimensions to a Core Competence

VALUES & 
NORMS

SKILLS & 
KNOWLEDGE 

BASE

MANAGERIAL 
SYSTEMS

TECHNICAL 
SYSTEMS

Source: Core Capabilities and Core Rigidities, Leonard-Barton, Strategic Management Journal, 1992
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Dimensions to a Core Competence – Skills/Knowledge and 
Technical Systems

The first 2 dimensions are 
Skills & Knowledge Base and 
Technical Systems

SKILLS & KNOWLEDGE BASE
The first dimension, Knowledge and Skills 

embodied in people, is the one most 

often associated with core capabilities 

and the one most evidently relevant to 

New Product Development (NPD).

This Knowledge and Skills dimension 

encompasses both firm-specific 

techniques and scientific understanding.

TECHNICAL SYSTEMS
Knowledge that has been embedded in technical systems 

results from years of accumulating, codifying, and structuring 

the tacit knowledge in peoples’ heads.

Such physical production or information systems represent 

compilations of knowledge, usually derived from multiple 

individual sources.

Therefore, the whole technical system is greater than the sum 

of its parts.

This knowledge constitutes both information and procedures.
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The 3rd dimension is Managerial Systems
Values & Norms infuses the 
previous 3 dimensions 
Dimensions to a Core Competence – Managerial Systems and 
Values/Norms

MANAGERIAL SYSTEMS
The 3rd dimension, managerial systems, 

represents formal and informal ways of 

creating knowledge (e.g. via sabbaticals, 

apprenticeship programs or networks 

with partners) and of controlling 

knowledge (e.g. incentive systems, 

reporting structures).

VALUES & NORMS
Infused through these 3 dimensions is the last: the value assigned 

within the company to the content and structure of knowledge 

(e.g. computer engineering vs. marketing expertise; open source 

software vs. proprietary systems), means of collecting knowledge 

(e.g. formal degrees vs. experience) and controlling knowledge 

(e.g. individual empowerment vs. management hierarchies).

Note that even physical systems embody values.
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The process of identifying and 
clarifying Core Competencies follows 
a 3-step process

ARTICULATE 

STRATEGIC 

INTENT

IDENTIFY CORE 

COMPETENCIES
ENHANCE CORE 

COMPETENCIES

Once you clarify your competencies, our whole organization will know how to 
support our Competitive Advantage—and readily allocate resources accordingly.
Source: The Core Competence of the Corporation, Prahalad and Hamel, Harvard Business Review, 1990 

1 2 3
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Core Competence Clarification – Articulate Strategic Intent 

We must first articulate our 
Strategic Intent, 
which is our company’s vision of what we 
want to achieve in the long term

THE TYPICAL STRATEGIC INTENT 
ARTICULATION PROCESS 
CONSISTS OF 3 STEPS: 

SET THE STRATEGIC INTENT
Have all 4 attributes of Strategic Intent: 

1. sense of direction

2. emotional element

3. sense of discovery

4. sense of destiny

SET THE CHALLENGES
Find appropriate challenges and communicate 

them to the entire workforce. 

These challenges are the means to achieve the 

Strategic Intent.

EMPOWERMENT OF THE 
STRATEGIC INTENT
Key in any Strategic Intent process is: to realize 

that achieving (getting into) the Strategic Intent 

is a matter that involves everybody.

The task of Top Management here is to “capture 

the wisdom of the ants hill.”

1

2

3
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Core Competence Clarification – Identify Core Competencies

There are 3 tests for 
identifying a Core Competence

IDENTIFY CORE 
COMPETENCIES THAT 
SUPPORT OUR STRATEGIC 
INTENT BY ASKING
How long could we dominate our industry 

if we didn’t control this competence?

What future opportunities would we lose 

without it?

Does it provide us access to multiple 

markets?

Do customer benefits revolve around it?

THERE ARE 3 TESTS FOR 
IDENTIFYING A CARE 
COMPENTENCE
Provides potential access to a wide variety 

of markets.

Makes a significant contribution to the 

benefits of the product as perceived by the 

customer.

A Core Competence should be difficult for 

competitors to imitate.

Few organizations are likely to build world 
leadership in more than 5 or 6 fundamental 
competencies—so, focus on what are truly 
Core Competencies.
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After identifying the 
core competencies, 
these need to be 
enhanced 
Core Competence Clarification – Enhance Core Competencies

INVEST IN 

REQUIRED 

TECHNOLOGIES

INFUSE 

RESOURCES 

THROUGH 

BUSINESS 

UNITS

FORGE 

STRATEGIC 

ALLIANCES

1 2 3

A strategic architecture is a roadmap of the future that identifies which 
Core Competencies to build and their underlying technologies.
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To understand the Core Competence mindset, 
we must first clarify the difference between 
SBU and Core Competence thinking
Strategic Business Unit vs. Core Competence

SBU CORE COMPETENCE

Competitiveness of today’s products

Portfolio of businesses related in 

product-market terms

Autonomy is sacrosanct; the SBU 

“owns” all resources other than cash

Discrete businesses are the unit of 

analysis; capital is allocated business 

by business

Optimizing corporate returns 

through capital allocation trade-offs 

among businesses

Interfirm competition to build 

competencies

Portfolio of competencies, core 

products, and businesses

SBU is a potential reservoir of core 

competencies

Businesses and competencies are 

the unit of analysis: top management 

allocates capital and talent

Enunciating strategic architecture 

and building competencies to secure 

the future

BASIS FOR 
COMPETITION

CORPORATE 
STRUCTURE

STATUS OF 
THE BUSINESS 
UNIT

RESOURCE 
ALLOCATION

VALUE ADDED 
OF TOP 
MANAGEMENT

 vs.

Source: The Core Competence of the Corporation, Prahalad and Hamel, Harvard Business Review, 1990 
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To develop the Core Competence mindset,  
the corporation grows from its roots
Core Competence Mindset

Competencies are the Roots of Competitiveness

An employee with a Core Competence mindset works well across 
organizational boundaries, willingly shares resources, and thinks long-term.  

To foster this mindset, we can do the following:

STOP THINKING OF STRATEGIC BUSINESS UNITS AS INDE-
PENDENT AND PROTECTED

As an SBU evolves, it often develops unique competencies.

The people who embody these competences are viewed as property of the business 

in which they grew up.

This thereby imprisons resources in SBUs and motivates managers to hide talent, 

as the company pursues exciting opportunities.

IDENTIFY PROJECTS AND PEOPLE WHO EMBODY THE OR-
GANIZATION’S CORE COMPETENCIES
This sends a message that Core Competencies are corporate--not SBU – resources 

and those who embody them can be re-allocated.

These resources should be assigned to the most exciting opportunities--otherwise, 

their skills begin to atrophy.

GATHER MANAGERS TO IDENTIFY NEXT-GENERATION 
COMPETENCIES
Decide how much investment each needs, and how much capital and staff each 

division should contribute.

1

2
3
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Banking 
Transformation
Process Excellence

PROCESS STRATEGY 1
Empowering process owners and holding 

them accountable for the success of the 

Transformation

PROCESS STRATEGY 2
Selecting the Transformation approach based 

on the strategic intent

PROCESS STRATEGY 3
Dedicating teams of process architects to 

support the project through its lifecycle

PROCESS STRATEGY 4
Applying Business Process Management tools

PROCESS STRATEGY 5
Implementing process-based quick wins to kick-

start value realization and gain momentum

PROCESS STRATEGY 6
Creating a Business Process Management Centre 

of Excellence to improve value capture

PROCESS EXCELLENCE
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The 6 Best-in-Class Business Process 
Strategies provide a structured framework 
for managing Banking Transformation 

Article Overview

Seeking a return to pre-recession levels of profitability and growth, banks are embarking 

on a Transformation process which touches every corner of the operation—from 

providing new tools to its sales force to consolidating back-office operations. 

Transformation programs must rely and leverage the best-in-class business Process 

Strategies in order to be successful through a combination of 

1   Process ownership

2   Tailored methodologies

3   Highly trained process delivery professionals

4   Enabling technology

5   Focused value capture

The 6 Process Strategies for achieving a fast and successful Banking Transformation 

are: 

1    Empowering process owners and holding them accountable for the success of 

the Transformation

2   Selecting the Transformation approach based on the strategic intent

3    Dedicating teams of process architects to support the project through its lifecycle

4   Applying Business Process Management tools

5    Implementing process-based quick wins to kick-start value realization and gain 

momentum

6    Creating a Business Process Management Center of Excellence to improve value 

capture

Research finds 
that Banking 
Transformation 
projects are 
over budget 
41% of the 
time, behind 
schedule 29% 
of the time, and 
often cancelled 
midway.
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Through Process Transformation, 
there is great potential for banks 
looking to pursue profits or free resources 
to pursue other initiatives
Need for Process Excellence in Banking
Due to financial turmoil, market pressures have been squeezing profits of North 
American banks. As such, to improve profitability, banks have started pursuing 
multi-year large-scale Transformation programs enabled by enhanced technologies 
which have reengineered banking processes.

THESE TRANSFORMATION PROGRAMS ARE LARGELY 
FOCUSED ON:
1   Customer acquisition 2 Retention

2    Increased share of wallet to drive additional revenue

3    Attacking costs through efficiency initiatives

The benefits can be significant—by accelerating delivery by as little as 1 month, banks can gain 

more than $10 million in incremental profit while freeing resources for other endeavors.

Banks are increasingly embedding Process Strategies into their delivery 
efforts to improve the speed, quality, and predictability of delivery.
Source: Business Process 2.0: Banking Transformation, Accenture, 2012
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As analyses suggest, 
there are a set of main challenges banks 
have to successful Transformation

There are 4 main barriers banks encounter in applying leading 
Process Strategies for transforming service delivery:

LACK OF 
PROCESS 

LEADERSHIP

LACK OF CROSS-
FUNCTIONAL 

COLLABORATION

LACK OF 
TRANSFORMATION 

EXPERIENCE

LACK OF 
ENTER-PRISE 

DELIVERY 
FRAMEWORK

1

3 4

2

Even though 
generally 

banks have 
mature process 

capabilities, 
they are unable 

to apply those 
capabilities 

comprehensively 
for 

Transformation 
delivery.

Source: Business Process 2.0: Banking 
Transformation, Accenture, 2012
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Foremost, we need the Process leaders to be at 
the highest level of decision making in 
the Transformation effort
Barriers to Transformation – Detail

LACK OF PROCESS LEADERSHIP
Process leaders are rarely involved at the highest level of 
decision making in the Transformation endeavor, being 
viewed more as suppliers of resources rather than strategic 
partners.

In most Transformation delivery efforts, IT has a leading role.

There is a lack of explicit links between the corporate strategy 
and the related Process Strategy.

Since process discipline is not driven down across the delivery 
team, there is a weakened ability to develop seamless end-
to-end customer experience.

LACK OF ENTERPRISE DELIVERY 
FRAMEWORK
IT delivery methods for banks tend to be designed to manage 
small-scale and high-volume IT projects most frequently 
executed.

Fitting the Transformation into the existing delivery 
framework often ignores key factors such as: process KPIs, 
process reusability and process visualization.

LACK OF CROSS-FUNCTIONAL 
COLLABORATION
Typically, in Transformation programs the mandates of the 
teams and the resources committed end with delivery rather 
than with the business goals being realized.

After short-term support from the deployment team, channel 
and operation owners are left to realize business benefits on 
their own without the support of the delivery team.

Without concerted efforts to capture value business goals 
suffer.

LACK OF CROSS-
FUNCTIONAL 
COLLABORATION
One rarely finds a marriage between 
typical banking skills with skills that 
are required to effectively support 
Transformation.

While process teams may be 
specialized in Lean or Six Sigma, 
there is no coherence with core 
business analyst and structured 
problem-solving techniques; similarly, 
IT business analysts lack business 
process knowledge and continuous 
improvement skills required for systems 
that should support new processes.

There is usually a gap in terms of 
understanding the spectrum of 
business, process and IT and no 
knowledge of integrating these 
dimensions.

1

2

3

4

It is important to give 
power to the process—
empower process 
owners and hold 
them accountable 
for Transformation 
success.
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Based on experience and industry interviews, 
there are six best-in-class business Process 
Strategies that fast forward Banking Transformation

PROCESS STRATEGY 1
Empowering process owners and holding them 

accountable for the success of the Transformation

PROCESS STRATEGY 2
Selecting the Transformation approach based on 

the strategic intent

PROCESS STRATEGY 3
Dedicating teams of process architects to support 
the project through its lifecycle

PROCESS STRATEGY 4
Applying Business Process Management tools

PROCESS STRATEGY 5
Implementing process-based quick wins to kick-

start value realization and gain momentum

PROCESS EXCELLENCE

6 Process Strategies – Overview
Despite these barriers, banks are 
starting to have a more process-
oriented approach to Transformation 
delivery as they shift from product-
focused operating models to more 
customer-centric models.

Based on industry insights, 
there are 6 strategies for 
achieving a fast and successful 
Transformation:
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We must give power to the process by empowering 
process owners and holding them accountable for 
the Transformation success or failure
Process Strategy 1 – Overview

At the start of the Transformation program, process 
owners must be established and given a seat at the 
highest levels of decision making (these being senior 
leaders in any function or line of business). Process 
owners are defined as those having the authority, 
budget and resources to define and improve end-to-
end processes.

The functions and prerogatives of these 
process owners must be as follows:

   Emerging as credible voices of the customers 
and processes.

   Engaging in defining the guiding principles of the 
program.

   Linking the promised value of the Transformation 
directly to the process capability and 
requirements.

   Being accountable for the delivery of value.

CASE STUDY
In one American bank, the process owners 
spearheaded the endeavor to link more than 20 KPIs 
to specific parts of the value chain impacted by the 
Transformation program. As the Transformation 
progressed and the process matured, these KPIs 
were continuously refined allowing leadership to 
understand how the outcomes might be compared to 
the expectations set.

By holding them directly accountable to 
Transformation outcomes, one creates 
the much-needed incentive of process-
owners to push for Transformation 
success.
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It is essential that the strategic intent of 
the process should drive the selection of approach
Process Strategy 2 – Overview

CASE STUDY
One American bank identified customer needs analysis, 
prequalification and product recommendation as areas 
which needed improvement, and consequently focused on 
developing a multiproduct sales and origination system. To 
this end, the bank defined the processes and requirements 
by relying on customer scenario silhouettes, out-of-industry 
paradigms, mock-ups and an iterative process design to 
help in visualizing the future scenario.

For the Transformation program 
to be successful, it is important to 
first segment the processes and 
the approach will follow.

Often, Transformation programs deal with 
processes without a detailed analysis of 
the strategic intent – as a result, simple 
processes end up being costly over-engineered 
and important processes lagging behind 
competitors. Therefore, the strategic intent 
of a process should drive the selection of 
approach, following a set of guidelines such as 
the ones below:

  Segment processes, prioritize work and select a 
design approach that suits each process by applying a 
comprehensive and strategic treatment of each process 
in three steps: Innovate – Optimize – Standardize (see 
next slide).

  For processes that are meant to be innovated - visualize 
and prototype to facilitate future state design.

  For processes that are meant to be optimized – use 
industry capability models as starting point.

  For processes that are meant to be standardized 
– investigate and customize off-the-shelf vendor 
solutions to fit needs.
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10 It is essential to first segment 
processes and the approach will follow 
the strategic intent of the process 
should drive the selection of approach
Process Strategy 2 – Innovate, Optimize, Standardize
Within this strategy, one must apply a comprehensive and strategic treatment of 
each process in three steps (Innovate – Optimize – Standardize) as shown below:

PROCESS CATEGORY EXAMPLE PROCESS
INNOVATE
Category definition

Design or redesign capability to meet 
strategic need/mission or be differentiated 
in the market.

CUSTOMER NEEDS ANALYSIS
Analysis and design approach tactics

Cross-industry best practices as starting point.

Iterative process design using mock-ups and 
prototypes.

OPTIMIZE
Category definition

Balance cost, customer and other 
business objectives for both effective 
and efficient process performance; may 
require significant subprocess redesign, 
but looks to improve rather than start 
anew or standardize.

ADJUDICATION
Analysis and design approach tactics

Industry capability models as starting point.

Reuse of select current state processes.

STANDARDIZE
Category definition

Reduce process and organization 
complexity through process 
standardization; focus management 
attention and resources on higher-value 
areas of the business.

CUSTOMER PROFILE CREATION
Category definition

Off-the-shelf vendor solutions as starting point.

Fit the processes to available solutions.

Source: Business Process 2.0: Banking Transformation, 

Accenture, 2012
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Source: Business Process 2.0: Banking 

Transformation, Accenture, 2012

In Transformation, we should go deep 
and wide on process skills by dedicating 
a team of process architects to support 
the full project lifecycle
Process Strategy 3 – Overview

CASE STUDY
At a leading American bank, during the build phase of a 
Transformation project, the process team analyzed the end-
to-end process to identify weak areas or areas susceptible 
to uncertainty in order to develop workaround processes in 
the event of failures.

Process resources are 
deployed in the Analyze-
and-Design phase only, 
but remain critical 
throughout the program 
lifecycle to support 
Change Management 
and ensure value.

Given the complexity of Banking Transformation, a 

team of process architects with a balanced mix of 

process, business and IT skills is seen as mandatory 

to strengthen the cohesion within the delivery team. 

Such a hybrid-skilled team enhances communication 

between IT and business resources to design efficient 

processes that meet business needs.
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Here are example process activities 
across the project lifecycle from 
the Planning phase to Post Deployment
Process Strategy 3 – Project Lifecycle Process Activities

DELIVERY PHASE
PLAN
Translate business outcomes into process outcomes.

Segment processes into innovate, optimize and standardize categories and priorities.

ANALYZE
Complete current state analysis and future state design.

Link business case key performance indicators (KPI) to specific process activities.

DESIGN
Pressure test the process by adding task-level detail to future state process across 
new system, legacy system and manual tasks.

Funnel opportunities into a quick-win team.

BUILD
Conduct process failure assessment and develop workarounds for possible failure 
points.

Ramp up the BPM Center of Excellence, refine mandate and governance model, and 
migrate process artifact.

TEST
Act as a process SWAT team to develop system-assisted and manual workarounds.

Support user acceptance testing and refine process guides.

DEPLOY
Dry run process data collection and key process improvement mechanisms.

Conduct extensive knowledge transfer with operational teams.

POST DEPLOYMENT
Measure process metrics and initiate continuous improvement projects.

Codify lessons learned and share across the enterprise.
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It is important to improve the process 
infrastructure by using Business Process 
Management tools to add structure to the 
Transformation
Process Strategy 4 – Overview

CASE STUDY
At a leading American bank undergoing Transformation, 
BPM-L tools were critical, being used to capture the process 
hierarchy, document more than 50 business processes and 
reference the processes to more than 1,000 requirements. 
In this case, more than 100 employees edited or viewed the 
process maps during the Transformation. Furthermore, 
the BPM-L tools were deployed enterprise-wide so that 
other projects could also benefit from its capability.

Basic Process 
Mapping 
and Project 
Management 
software fall short 
of meeting needs, 
resulting in poor 
control, process 
design, and 
understanding of 
process hierarchy 
& design.

Basic process mapping and project management 

tools tend to fall short of meeting the needs of the 

project resulting in inadequate change control, 

duplication of process design and maintenance or 

poor understanding of process hierarchy and design. 

As such, Transformation can present the opportunity 

to invest in Business Process Management – Lifecycle 

(BPM-L) tools that support the Transformation team. 

Benefits of BPM-L include:

  Easy-to-understand depiction of processes and their 
hierarchy.

 Ability to capture, retain and reuse information.

 Traceability between business process activities and 
technical requirements for their development.

 Clearly defined maintenance and governance 
processes.

 Enhanced change management capabilities and 
effectiveness.
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In Transformation, a key strategy is to jump start 
the program with process by implementing 
process-based quick wins to create momentum

Process Strategy 5 – Overview

Typically, Transformation initiatives are implemented 
sequentially over longer timeframes (e.g.: a new origination 
system in the mortgage division, then in the auto loan 
division, and then in other divisions), with benefits only 
being visible after a certain period of time. In this context, 
process-based quick wins are prone to produce the much-
needed boost and momentum, as well as confidence in the 
Transformation program.

   What are process-based quick wins? 
 Low-benefit, low-effort process improvements which 

can be executed in parallel to a Transformation 
effort and implemented in advance of the core 
Transformation.

   How are they deployed well? 
 Rapidly prioritized, sequenced and deployed in a logical 

and manageable fashion without diverting attention 
from core Transformation.

   What are their benefits? 
 Deliver meaningful benefits, building momentum for 

the entire initiative.

CASE STUDY
A North American bank established a small full-time team 
alongside the Transformation project, which immediately 
identified quick-win opportunities to be deployed without 
much technology change (e.g. redesigning forms in a simpler 
manner for frontline staff). These quick wins were ultimately 
planned to deliver $500,000 in benefits even before the 
Transformation project and to create momentum.

Implementing process-based 
quick wins in parallel to 
other major capabilities can 
kick-start value realization 
and give momentum to 
the entire Transformation 
program.
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Another strategy to maximize value is to 
create a BPM Center of Excellence (CoE) 
which can sustain and improve value capture
Process Strategy 6 – Overview

CASE STUDY
A top European bank implemented a 
BPM CoE during the “build” phase of 
the Transformation to improve value 
captured from the Transformation in its 
finance function. The BPM CoE has straight 
prerogatives (i.e. process architecture and 
improvement, IT support etc.), supporting 
the involved units and the entire business 
by driving tactical improvement projects 
to support Transformation in the post-
deployment phase.

For the Transformation program to be 
successful, it is important to first segment 
the processes and the approach will follow.

One usual problem is that Transformation 
teams hand over new processes to ill-
equipped units which fail to capture the 
value expected at the beginning of the 
Transformation program. As such, good 
practice suggests the implementation 
of Business Process Management (BPM) 
Centers of Excellence (CoE) sustain 
improvements and capture the benefits 
of Transformation.

 What is a BPM CoE? 
 An institutional entity that drives, 

builds and sustains operational 
excellence across the enterprise. 
They are often centralized units 
which deal with prioritization across 
business domains, coordination 
between conflicting or concurrent 
initiatives, and clustering scarce skills 
for Transformation.








