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[image: image2.png]Ken had just bean placad i chasge of the nevs balanced scorscard (BSC) project
nital motivation for this project was wohather the supply chain inprovements were being.
‘maintained Howevar, the project was broadened to become 2 company-wide BSC. Accordingly, the
rojectsrategy was to implement a performance measurement process that. (1) focused on contimu-
s improvement,(2) sewrded seszanable risk taking and lesming to improve performance, and (3)
ensbled employees to understand the oppostunity and sewvard for sorking productively

Matt: The supply chain mansgement project was really challenging and sewarding, Thate to
Leave Coors, bt the consultng firmn made me zuch an atractive offer hat ] covld ot rsfuce it 1hope
o have such positive experiences with this folloss-up balancad scorscard projact

‘Ko This new project will be aresl challenge. We nesd o budd on ol the improvements made by
your supply chain project.

Matt: My project tasn sva excited o ses that s CEO discssed the supply chain project i his
1997 shaseholder ltter. He said that significent productvity gains in 1997 svere dus to o project,
wvhich strssnlied puschasing, breveing, packsging, transportation, and administration of the supply
chain.

Ko Peshaps an sconcmic value-added (EVA) analysis o
chain productivity geine.
Matt: That's an interesting

d be done to sscess these supply

dea, to analyze performance in the fnancial quadsant of the bal.

Ken: Anothes challenge for my projsc is howsto translate the Coors vision statement and related
brssiness strategies into opesational performance meseuses

Matt: Yo slzo need to identiy any gaps betovesn the vision statement, business strategies, and
cussent performance.

Ken: Do you have sny experiences fom yous project that [ could use?

Matt: Well, e did obtain some benchmarking data to develop targets for some performance
‘measures o our supply chain project. 1 can giva you these messures, but they are limited due to
confidntility problems i obtaming 2uch data. Maybe Cooss should jin ane of the commercial
benchmasking databaces.

Ko Thanke. T am alzo aware of cestain employas sesistance to developing a new setof perfor.
smance messures for this balanced scarscad spproach

Matt: We had simslar emnployee sesitance to changes in the busins processes of the supply
hain. Wa were able o us the following criis motivation. At that ine, Coors could not support
the new beer brand introductions proposad by our marketing people, due to the sntiquated 1970z
2oftwars that was then being used for ou supply chain mansgement, The marketing paople wanted

ce tree nens brands each qusster, and ove could support only three nevw brands esch yesz!
W siso learnad that e needed to get more ssmployee snvolvement in the project.

Ko That's a good idea. Infact, I've alseady developed.a it of the most frequently asked ques-
ions (FAQs) about the balanced scorecard from initial meetings with employees involved in the sup-
Pl chain

Matt: You have lots of challenges awaiting you. Good lack i yous news project Make suse th
today's improvements in supply chain pasformance don't become fomarzow s problems!

o sntrod

Balanced Scorecard Background

The balanced scorscard i set offinancial and nonfinancial measues slating tothe compny
snicsio, strategies, and eritcal success factoss The balanced scorscard put vision and strategy atthe
center of the management contzol system. Vision and strategy driva performance measures, a5 op-





[image: image3.png]posed to the traditions] pesformance mescussment systems that provided their ovwn lanited mes-
Zuses to management whether they were nesded or not. The gosl s to maintain an alignment of an
oxganization's vision,strategy, progeams, measurements, andrew

An inmovative sspact i that ths componsnts of the scorscard are designed i an integrative
smasner to reinforce esch ofher a2 indicators of both curent and futue prospects for the company.
‘The balanced scorscaxd ensbles mansgement to msasure key drivers of overall performance, zather
than focusing on short-term fnancial result. It helps management stay focused on the entve busi-
ness process snd helps ensure that sctual cusment operating performance is i line with long-term
steategy. Kaplan and Norton (1992) axe gensrally given cracht for crasting ths balanced scorecszd i
the sasly 1990z,

‘A scentsurvey found that 80% of asge American companies want to changs thei performance
smescurement ey=temms (Bixchard 1995). Another sacent survey found that 60% of Fortune 1,000 com
panies have or are experimenting with a balanced scorecard (Silk 1995). Such
driven by the evolving focus on a team-based, process-oriented management control system.

‘The balanced scorscard hs fou perspectives or quadsants that generate performance mescuses
o sszezs the progress of  company's vision and stxategy, s follow:

anges have been

- Customer perspactive: hovr do customars zee us?
- Internal busness perspactive:
- Innovation and lssmming perspective: can ve contavse o improve and create valus?
- Fanancial pesspective- hony do we look o hazshalders?

chat st we excel st?

The BSCis a satof discret,linked mescures that gives mensgement a comprehensive nd timel
evaluation of pesformance. The BSC trss to minisnize informnation overload by providing a lanited
samnber of mascures that focus on key busines: processes by level of mansgement For sxample, top
smansgement nssds summarizad, comprshencive monstary messuses whils lowes lavels of mansge-
ment and employess may need both monstary and nonmanetary messure: on a more frequent basis.

, zuch measue: need to track progess concerning the gap between  company’s pesformance
‘and benchmarked taxgets

‘The BSC considers frequency of messusement,
‘nonmonetary measures are reported more frequantly than monetary measuzes. For example, non.
smontary operating messures, zuch s machine dorntime, percentage of capacity wsad, and devia-
ions from schedule, may be mescused dasy. Ofher nonmnetssy measures, zuch a2 maifscturing
cyele time, delivery accuracy, customer complaints, and spoilage, may be measured weekly. Some
nonmonetary and menstary messures, such s inventory days, accounts seceivable days, product
setums, and warzanty costs, sy be smessured quarterly. Other nommonstary and monetary mes-
Sures, such as new products ntroduced, marketshare, total cost o poor quality,refurn on investmant,
‘and smployes training, may be measured anaally.

tepending on the typs of messurs. Genersly,

Company Background

Coors had been a fasnly-owned and aperated business from it inception i 1873 wuntl 1993
wvhen the first non-fasnily memmbes became president and chief operating offcer. However, Coors
Saanily members =4l held the positions of chaismnan of the bosd of diractors and chief evecutive
officer and aleo held al voting stock. Only nomvoting, Clacs B comanen stock was publicy traded.
Coors has bean financed primasily by squity and has borsowed capital only fwics in it corporate
bistory. The fist ong-term debt, $220 mullion, 5% notes,

Lo of principal be repaid by the end of 1999, The second long-term deb, $100 mllion, 7%
ncecured notes, v izsud i & 1995 private placement. Ofths principal, $30 llion i dus in 2002

Lact $20 msllion i e i 2005
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[image: image4.png]In the mud 1970z Caoss veas & regional brewary with an 11-tate masket, zellng one brand in &
Linited susnber of packsges throngh spproximately 200 distibutors, Traditionall, Coors beer had
been  non-pasteuizad, premuian beer. (Howveves,with a recently developed sterlization process, it
prodicts nouw have the ssme shelfife as it compattors’ pastewsized prodis
‘Golden, Colorad, weas it only production fcility, and it had no other disteb
(Ovr the next 25 years, Coors changed dramatically by oxpanding into all 0 states and various
foreign markets By the end of the 20th centary, Coors h
Memphis, Tennesze, Elkton, Vicginia, and Zaragozs, Spain. It had expandsd to using 21 “satall
vedistribution centers” i the Usited States befors the CIL project recced this rvanbes £o sight. Basr
Shupments were mads by both truck and railzosd care. Coors had spproximately 630 domestc beex
distsbutors, althorugh about 200 of them accontad for 0% of Coore' total salez. Coars also had
the Cabbean, Latin American, Fu-

soduction faclites in Golden, Colorado,

savers 2 in Cana

Joint venture: and intemational disuiy
sops, and the Pacfic

Coors had 16 beer brands, including a specialty ine, Blus Moon, that competed with the domes-
tic smicro brewing industry. Howeves, Coors continuad to focus on it four key presmsum brands:
Coors Light, Origenal Coors, Kallian's rish Red, an selling
beer in the United States. In packaging, Coors had to compete with the major compstitors valia
packaging, such a: 12-packs and 30-packs. In 1959, Coors introdced the nation's frst all-slusminuzn
beverags can and in the late 1990s, it had stzodiucad a bazeball bat bottls nd a football pgslin bottle.
‘There were also rumerous state abeling aws to meet such as retumable information, and packaging
‘raphics to renforce the Rocky Mountsins imags for Coors bear

Compstiton in the beer industey was swrong, scpscialy i the Usited States. Anheuser-Busch
(2/B) was the market leader srith approsimately 4% of the U.S. masket, 80 sllion basvsls old, 56
billion bees salez, and 51 billion nat proft Dis to s size, /B weas the aclaorvlsdgsd price leader in
the industry. A/B also had 13 demestic production plants, including one in Ft Collins, Colorado, to
chieve s customes service gaal of having no major domestic distibutor more than 500 msles away
Fromm ame of it beer production plants.

‘Number to i this market vas Mile, ned by Philip Morris with approsimately 22% market
“have, 40 millon baszel zold, 54 billion bees sales, nd $460 sl et profit Miller had seven do-
smestic production plants. Coors was suanber thres with sn 11% market share, 20 sl
52 bllon bees zalsz, and 330 mllion net profit. Coors had three production plants i the United
States. Itz Colorado plant veas the largest brewvery in the world and servad 70% of the US, market

10 con lnes, ¢ botte |

Zima, Coors Light s the fousth arges

s, and fvo keg lines.

% In the late 19905, there had been
consalidation of the larger companies in the domestic beer industry. The most secent exsnpls waz
Stroh Brewing Company (SBC) srith sbout 5% masket share. SBC had signed agresments to sell it
smajor brands fo Miller and the semsining brands to Pabt Brewing Company. SEC won
the beer indstry by 2000

From 1953 throngh 1995, Coors v the anly major U.S. brevver to ncresse it sl voluma sach
‘ess, although ndustry sales had grow anly showt 1% per yesr in the 1990z, Coors had outpaced the
industy volume gronwih sats by one o two percentage point ssch yesr, Coore had accomplshed this
groveth by buuilding it ke premium brands in key maskets and strengthening itz distributor net-
wvork, secently with smproved supply chain mansgement

No other domestic breowers had markat shave i excess of

thenwat

Coors'sVision Statement and Business Strategies

Coors' vision statement was as follows:
Ouscompany hasaprov
wchich has ensblad s to sucesed in s bighly compstitve

bistoryof visionay lesdarsiup, quality products snd dedicstad people
gulated indusy. We st con





[image: image5.png]inte to bald on this foundation and become even mere effective by aligning and uniting the

raman, fnancil and physical aspects of ous company to bring great asting beer,great brands.

‘and supasiorservice to our dstibutors,retaiers and concusness nd o be a vlued niighbor i

‘o commitie, Our continad sucesss vill eqse teanmwork and an sven stranges dedica-

iom by every perzon in our crganization to & conman puspose, our Vision. Achieving our

Vison requizes that v begin this joumey smaneditely and. with wrgency for it vl reqire
rificant changs for s to hive and win i ow industy

Using this vision statement, top management had decided to focus on four fundamentals:

improving qualty, improving service, boostin profitability, and developing smployse dalls In the

1997 Coors sl sepast, both the CEO and the president discusced the following gensral business
ategies or “six plaske” to drive thess fandamental in the future

Bassline growth: w will profitably grons key brands and ey markets

Incremental growth: s, demo-
‘raphics, and brands.

5. Product quality: we will contimoncly elsvate consumer pesceived quality by improving
Srechnezs, package integnty, and packsgs sppesrance at point of puschice.

4. Distrbutor service: we will ignsficantly enhance distibutor service a2 massured by improved
Frechness, laz: damage, incresced on-time arsivals, and sccurate order

e veill vzt slactively to grow b

i potential market

-

5. Productivity gains: we will contimonsly
balance improved proftability, investments to groy
Funding for the sesousces nesdsd to drive long-term productivaty and succszs.

—

1 company coste per basrel zo Coors can
volume, market share and revenves, and

5. People: we vill contimmond
oping our people.

improve our business performance through engaging and devel-

‘The opesations and technclogy (OKT) depsstment of Coors was in charge of the supply chain
smansgement and had developed its own vision to elsborate the overall Coors vision statement a2
Follows:

TWe are pasiers veith our internal busness stskehalders, vith our suppliess and with our

commanitis. With our partners, we have developed an aigned and integzated supply chain

that delivers our comemitments and mests the requirements that delight our disribators,

setalers, and coneuaness, establishing v company sz the suppler of cheice. The proceszes
sequied to design, safely produce, and deives great asing ber at s feshes, with supe-
i packaging integaty, competitve | understood, consistenty olloved,
‘and contimaly smproved by every person i our organizatin. The qualty and smovation
wve employ in il we do encourage besr drinkers to sk out our brsnds and make Coors the
vy of s compstition. Ovr e of cosment, accurate information, and sppropiate technal

gy ensbles all individual i v organizaton o moitr snd control theis werk, be fledbls
‘and move vt speed. We valne lesing and exercze s tenacious approsch to eiminate

‘and sedhuce cost. We sealize thatin & compstiive sverld, ve st bring value to our brands
‘and comtvaslly e  a b

The OKT depastment had slzo sdopted nd extendad the following supply chein guiding
principles from the work of the CIL supply chain projec team o create it ow business sxategies

e levelof pesformuance to comnpate succesafully.

- Simplfy nd stabiliz the proces:.

- Eliminate non-valus-added e and waste.
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