Strategic Portfolio Management:

Prioritize your Innovation Portfolio to align with your Strategy
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Innovation is key !
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Challenges
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Strategic Portfolio Management - Overview
Full process to link projects to vision

Mission

Strategic
Portfolio Management Strategy & Objectives

Optimize investment decisions
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Strategic Portfolio Management - Overview

How to link Portfolio to Strategy? VTR Customers
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Strategic Portfolio Management - Definition
Contribution to Strategy Factors = CSF

» Goal — The outcome you want to achieve

« Strategy — The approach you want to take to achieve the goal

« A CSFis a criteria to help us align with the strategic direction. They must be
(pre-)assessed, typically gualitative

» CSF is the essential area of activity that must be performed well to achieve the mission,
objectives or goals for your business

« A KPI is a criteria by which success will be measured, typically quantitative
» KPIs are usually a sub-set of CSFs
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Strategic Portfolio Management - Definition
Contribution to Strategy Factors = CSF — some examples

* Priority on specific market
» CSF1= Speed to customer
» CSF2= Extend market share at our key accounts J
« Grow in some countries -
» (CSF3= Develop new products dedicated to these ntrles
» Customer Focus

* CSF4= Improve Margins

» CSF5= Foster direct customer access through electronic channels
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Strategic Portfolio Management - Deployment
How to Deploy ?

Define strategic directions

Define the CSFs, establish a scorecard, Weight each CSF, Create the
parameters for each CSF and a Rubric for rating each project

Each component is rated on Rubric yielding a weighted, Contribution
to Strategy Score

Each component gets also an “Achievability” score (Based on the risk inherit
in the project based on commercial or technical complexity)
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Strategic Portfolio Management - Deployment

K -

Define the CSFs, establish a scorecard, Weight each CSF, Create the
parameters for each CSF and a Rubric for rating each project
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Strategic Portfolio Management - Deployment

Define the CSFs, establish a scorecard, Weight each CSF, Create the
parameters for each CSF and a Rubric for rating each project

CSF1 |CSF2
Score| Weight
CSF1 19 38%
CSF2 15 30%
CSF3 8 16%
CSF4 5 10%
CSF5 3 6%
CSF6 0 0%
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Strategic Portfolio Management - Deployment

Each component is rated on Rubric yielding a weighted, Contribution
to Strategy Score
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Strategic Portfolio Management - Deployment

Each component gets also an “Achievability” score (Based on the risk

Inherit in the project based on commercial or technical complexity)
Achievability score can be obtained by using probability of success
criteria, risk evaluation of the project etc.
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Strategic Portfolio Management - Deployment 10 VS T ER ereripe
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Strategic Portfolio Management - Outcome

Contribution to Strstegy
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Strategic Portfolio Management - Outcome

Used to assess new ideas vs current projects. Should a current project to be put on
hold and start this new project?

H Used on a quarterly basis for budget/resources allocation: ie. project prioritization

H Used on a yearly basis to define the budget allocation for next year

It is also a visual portfolio snapshot to communicate with Top Management or
Stakeholders on the state of the portfolio
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Strategic Portfolio Management — Lessons Learned

n Strategy needs to be clear and understood by everyone

n Make sure everyone understands each CSF, according the Strategy

u Use the “Cage Match” tool to weight of each CSF, in an objective way
n Make sure the Rubric is well defined for each CSF for scorecard. Avoid ambiguity!

E Define first the CSF Rubric and the weighting before assessing all the projects

u If some projects cannot be evaluated on the CSF, go one step back to CSF definition or Rubric

ﬂ Once the CSF and criteria are defined and Portfolio fully evaluated, don’t go back!

u CSF is not the only criteria for making decisions on Innovation projects. It is an additional tool that can be used
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Lets Walk Through an Example
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Strategic Portfolio Management

If you have additional questions
you can contact me by email:

matt.koch@milliporesigma.com
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