

http://www.0to10rm.com/#top
http://www.0to10rm.com/#top
http://www.0to10rm.com/#top
http://www.0to10rm.com/#top
http://www.0to10rm.com/#top
http://www.0to10rm.com/#top
http://www.0to10rm.com/#top
http://www.0to10rm.com/#top
http://www.0to10rm.com/#top
http://www.0to10rm.com/#top
http://www.0to10rm.com/#top

Contents

Section

1.

2.

9.

What is the 0 to 10 eRAD?

Why do a Relationship Health Check?

. Obtaining maximum value from this report

. 0 to 10eRAD Results Summary

. Bridging Recommendations

. 0 to 10 Relationship Management - An Overview
. 'Self Help' Activities

. Next Steps

Further Information

Appendices

Appendix 1 - Matrix Definitions

Appendix 2 - Workshop Template

Page

11
12
15

15

16

19



1 Party 0 to 10 eRAD Results Matrix completed by Smartchem Pty Ltd on 22/02/2010

For the Relationship between
Smartchem Pty Ltd and Supercat Pty Lid
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Relationship Information
22/02/2010
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Tony Lendrum
partner@ozemail.com.au
Smartchem Pty Ltd
"External" to the organisation.
Smartchem Pty Ltd
Supercat Pty Ltd
Manufacturing
Approx 7 year(s)

Privacy

All answers and information given will remain strictly confidential. A database compiles the information from
all eRADs and analyses this data for trends across a number of variables e.g. market sectors,
country/region. Company hames, customer and/or supplier names or other forms of personal identification
are not required for this analysis.

1. What is the 0 to 10eRAD

The 0 to 10eRAD Relationship Alignment Diagnostic is a unique and innovative business intelligence tool. It
is an independent relationship



3. Obtaining Maximum Value from this Report

Maximum value will be gained from this report by linking:
Section 4



Figure 1: 0 to 10eRAD Results

1 Party 0 to 10 eRAD Results Matrix completed by Smartchem Pty Ltd on 22/02/2010

For the Relationship between
Smartchem Pty Ltd and Supercat Pty Lid
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Relationship Type

Current State Desired Future State

Table 1: 0 to 10eRAD Summary Results

¢ Our Secondary

® Their Secondary

Relationship Type Relationship Performance
X- Axis coordinate Y- axis coordinate

Question 1: 'Our approach’ 54 4.0

Question 2: 'Their approach’ 4.8 5.0

Question 3: 'Our Desired Future approach’ 8.0 8.6

Current Approach: (Overall 'Prime' Approach) 5.1 4.5

#1 Secondary 'Our' Approach 2.0 3.0

#1 Secondary "Their' Approach 7.5 6.0




The eRAD results shown in Figure 1 and Table 1 are summarized as follows:

1. 'Our' current approach to the relationship is between 'Basic Type 5' and 'Major Type 6' relationship
types performing to a predominantly Fair (4) level of performance

2. 'Their' current approach to the relationship is predominantly a '‘Basic' Type 5 relationship performing to
a predominantly Satisfactory (5) level of performance

3. 'Our' desired future approach to the relationship is predominantly a 'Partnering (Alliance)’' Type 8
relationship performing to a level of performance between Outstanding (8) and World Class (9).

1 and 2 above have been analysed to produce a single point for the current approach to the relationship.
The overall 'Current Approach' to the relationship is predominantly a '‘Basic' Type 5 relationship performing
to a level of performance between Fair (4) and Satisfactory (5).

The Desired Future State in this eRAD is the same as



The Y-axis or vertical axis on the 0to10 RM matrix relates to the results, outputs, outcomes, effectiveness
of the relationship. Specifically what level of performance has been achieved in the relationship in the
following six performance outcome areas?



The following 30 recommendations may assist in bridging the gap between the Current State and the
Desired Future State. These recommendations should be read as a guide only for developing relationship-
specific opportunities for improvement.

Culture

1. Understand how the other partner(s) operate, how they share information, make decisions and
allocate resources.

2. Develop a principle centred, trust and transparency based, Value for Money performance focused,
collaborative culture.

3. Develop a high level of common understanding of partnering/alliance principles and practices via
induction and other training programs.

4. Conduct a culture alignment survey and feed back results to all stakeholders.
Strategy

1. Sign off on a Partnering/Alliance agreement that captures the spirit and intent of the relationship in
addition to contractual or legally binding obligations.

2. Implement a performance based improvement plan around joint ownership and governance, clear
accountabilities, integrated processes, shared risk and reward.

3. Reach agreement with all the partners that Partnering/Alliance relationships are defined as principle
centered, performance driven, collaborative relationships based on trust and transparency around
common goals and shared risk for mutual benefit. They are lead by fair minded and reasonable people
who act in good faith.

4. Conduct a 1 to 2 day Foundation Workshop for a new relationship or a Partnering/Alliance review and
improvement workshop to reset the direction for an existing relationship.

5. Agree the Value Propositions that underpin the Partnering/Alliance relationships and the
interdependent, win/win, joint strategy or Relationship Business Plan - 'One team, One direction,
Common goals'.

6. Confirm the relationship scope and value propositions and the alignment with the broader corporate /
organisational strategy.

7. As appropriate leverage brands and core competencies for mutual benefit.
Structure

1. Understand each partner's organisational structure and internal relationships (quality and
performance), day to day work practices, their policies and procedures, culture and norms. This can
be achieved through site visits, engagement and alignment workshops, building collaborative
workgroups, project teams and informal networks.

2. Develop effective succession plans for Joint Leadership and Management Team members,
Partnering/Alliance Managers and other key influencers. This is to ensure the relationship is enduring
and successful beyond the life of key people.

3. Establish flat, team based, multi level, integrated and seamless interfaces and frictionless commerce
between the parties.

4. Develop internal Partnering/Alliance relationships where appropriate to support selected external
relationships.

Identify opportunities to integrate operations and other value chain activities.

6. Agree and/or review the governance approach, leadership and management team membership, roles
and responsibilities to ensure effective stewardship of the relationship.

Process

1. Develop and/or review the open book, transparent, risk/reward, gain/pain share remuneration model
linking behaviour, remuneration and performance.

2. Develop leading (means based metrics) as well as lagging metrics (Key Performance Indicators) to
manage the relationship journey. For example leading measures could include the number of new
ideas (stretch and breakthrough), unnecessary disputes or escalation of issues, degree of systems
and process integration, speed of decision making, number of surprises (pleasant and unpleasant).



Document what success looks like in moving to a Partnering/Alliance relationship approach e.qg. in
terms of financial success, customer/stakeholder satisfaction, sustainable competitive advantage,
best practice delivery, innovation and attitude.

Exchange information early and often on strategy, vision and business objectives to ensure alignment
of goals and opportunities for improvement. lIdentify and eliminate potential conflicts.

Agree and sign-off on the Partnering/Alliance Relationship Charter i.e. shared vision, joint key
objectives and guiding principles for the relationship. This document is the moral agreement which will
underpin any legally binding contractual obligations and is typically imbedded in the Partnering/Alliance
agreement.

Develop collaborative benchmarking processes between partners and suppliers to demonstrate value
for money and develop / share best practices for mutual benefit.

Conduct facilitated workshops in support of the innovation and improvement process as appropriate.
For example, relationship review and improvement workshops, value engineering and innovation
workshops, process review and re-engineering workshops, technology review workshops, problem
solving workshops, requirements review and reset workshops.

Set up a process to effectively manage and measure the Value Question i.e. What value is this
relationship delivering for my organisation over the alternatives?

People

1.

Gain buy-in and effectively manage internal stakeholders to be advocates and supporters for the
Partnering/Alliance relationship approach.

Identify and develop internal and external relationship and change champions, innovators,
partnering/alliance facilitators and other key influencers to challenge norms and drive success.

Ensure that the people who have to make the relationship work, at the operating levels, are informed,
involved and committed to successful partnering and alliancing.

Select integrated team members based on the 'best person for the job' principle irrespective of
organisation, cost or location.

Invest upfront in time and people. Allocate a 1 to 6 month transition period to launch the
Partnering/Alliance relationship.

Secondary Recommendation: "Understand why the secondaries are there, remove or minimise negative
secondaries and exploit positive secondaries."

10



6. 0 to 10 Relationship Management

11



7. 'Self Help' Activities

The following 0 to 10RM tools and activities are designed to help identify specific actions or initiatives to
bridge the gap between the Current State and the Desired Future State for the relationship associated with
the eRAD you have undertaken.

The road to achieving the Desired Future State will typically be a journey of milestones. This involves:

1. Aligning results 1 and 2 from Figure 1 (i.e. 'our' approach and 'their' approach) such that there is a
common understanding of the Current State.

For example more than 1.5 points difference in either relationship type or performance levels between
‘our' approach and 'their' approach would indicate a possible misalignment in understanding between
the relationship parties. This may present as different behaviours, practices and performance results.

2. Alignment on and agreement around the 'Desired Future State' for the relationship.
3. Implementing a strategy or plan to bridge the gap between the Current State and Desired Future State.
4. Dealing with negative secondary points and exploiting positive secondary points.

The following illustration(s) depicts the Current State(s) identified from the eRAD analysis.

Figure 5: Current State is a Basic Relationship

Activity 1

12



The following illustration(s) depicts the Desired Future State(s) identified from the eRAD analysis.

&, [PARNERING
& AARNIGING:

YoU AND | ARE INTERDEPENDENT...
WE NEED BACH OTHER To SUCCEED

Figure 6: Desired Future State is a: Partnering (Alliance) Relationship

Desired Future State

4. What are the OPPORTUNITIES for continuous and breakthrough improvement?

Task 4: Prioritise the opportunities, assign owners, agree timeframes / milestones for completion
5. What are the BARRIERS to the implementation of those opportunities?

Task 5: Remove as many barriers as possible or appropriate

Activity 2
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Figure 7 below, the 0 to 10RM Characteristics Matrix identifies the characteristics associated with the 5
Core Elements above for each of the 0 to 10RM Relationship Types.

Figure 7: The 0 to 10RM Characteristics Matrix

In terms of managing the journey from the Current State to the Desired Future State there is typically (but
not always) a lead and lag effect with these 5 Core Elements. That is, Strategy (1) typically leads the
relationship improvement process; Structure (2) then follows to support the strategy; People (3) fit into the
structure; Process (4) then follows to manage the journey of improvement and change; and Culture (5) the
beliefs and values of the group/organisation, is typically the last and lagging component to be sustainably
impacted upon.

Task 1:
Using the results from the eRAD (i.e. Figure 1 and Table 2), circle which cells within the 0 to 10RM
Characteristics Matrix are relevant to the Current State.

Task 2:
Using the results from the eRAD (i.e. Figure 1 and Table 1) circle the cells and statements within the O to
10RM Characteristics Matrix that are relevant to the Desired Future State for this relationship.

Task 3:
Using the 0 to 10RM Characteristics Matrix identify any further activities or initiatives which will assist in
bridging the gap between the current state and desired future state.

1. What do we need to stop doing?
2. What do we need to start doing?
3. What do we need to continue doing?

14



8. Next Steps

This 1 Party eRAD Report is designed to enhance and stimulate open, honest discussion and interaction
between the relationship parties. It has been developed to provide valuable assistance to the overall
relationship management and improvement process.

To assist in the relationship improvement process going forward, and to create a constructive environment
for conversation and dialogue between the parties, a draft agenda for a

15



Appendix 1

The 0 to 10RM Relationship Types and Performance Levels - Definitions

1.

Ina'Zero' relationship type refers to a relationship approach where the choice is made,
deliberately and consciously, for good reason(s), not to have a relationship with the customer,
supplier, stakeholder or competitor in question. This choice could reflect misalignment or concerns
with values, strategies, products and services. It may also be a relationship that has been lost and is
desired to be regained. A zero relationship type can result from an exit strategy associated with an
existing relationship.

‘Combative’ type 1 relationships are confrontational, adversarial, aggressive, coercive, hostile,
abrasive, uncooperative relationships. They are characterised by mistrust, win/lose, master/slave,
bullying, control/compliance mentalities, arrogance, the need for secrecy and a short term profit
focus. Combative relationships are typically on the offensive, involve transfer of risk and are often
associated with hardnosed, hard dollar, tightly managed, detailed, one-sided contracts.

'Tribal' type 2 relationships are driven by self-interest, are defensive and protective of information,
profits, margins, costs, work practices, the organisation, departments, functions, position or power
base. They are territorial, parochial, secretive, inward looking, often risk adverse relationships,
resistant to change with many internal and external demarcations. Suspicious and mistrusting of
others, the focus in achieving desired results often involves apportioning blame and ‘finger pointing'
rather than seeking mutually beneficial solutions.

'‘Trading' type 3 relationships live in a world of short-term opportunism, bargaining, bartering,
contra arrangements,

16



10.

11.

processes. Partnering/Alliance relationships live in a world of seamless boundaries, frictionless
commerce, shared risk/reward, performance based remuneration and joint benchmarking. There is a
shared governance of the relationship by joint leadership, management and/or operational teams
who hold themselves mutually accountable for the wellbeing and success of the relationship.
Leveraging core competencies for continuous and breakthrough improvement around a strategic
scorecard of leading and lagging performance measures, Partnering/Alliance relationships are not
only strategic but are seen as critical to the long term wellbeing and success of the partners. They
are often viewed as relationship role models and used as vehicles for internal transformation.

'Pioneering' type 9 relationships capture those paradigm shifters and pioneers daring to seek new
relationship boundaries and break old rules. These are brave, bold and different relationships
engaging empowered, accountable leaders and teams comprising people who are passionate,
stubborn and often unreasonable in their expectations. They find new solutions to seemingly
impossible problems. Breakthrough thinking coupled with intelligent risk taking is encouraged,
delivering both continuous and breakthrough improvement. Some examples include transformational
initiatives from the global to enterprise level, integrated project breakthrough teams, advanced multi-
partner alliances, virtual enterprises, competitor collaboration, and complex public/private sector
relationships.

‘Community' type 10 relationships include, integrated supply chains and value chains, the
extended enterprise, business cooperatives, social enterprises, open source communities, social
media, community groups/organisations and the like. The community is legacy building, collaborative,
delivering sustainable triple bottom line benefits (business, social and environmental) for a common
purpose, around common goals for the common good. Communities are often multi-layered and
complex. They can operate online/offline, in the public and private sectors, for profit or not for profit.
Participants share a common sense of community and working democracy, sharing information,
leveraging skills and competencies, pooling and sharing resources across the community.
Community relationships are populated with selfless, inclusive, giving and caring people who are
open and outward looking, linked by an interconnected and shared destiny.

17



Performance Level

1 = Unsustainable

2 = Poor

3 = Below Average

4 = Fair

Description

The relationship is just started or almost finished, on the verge of collapse.
Either way it cannot continue for long at these performance levels.
Significant change is required for improvement or an exit strategy needs to
be developed or implemented. The relationship cannot be sustained at
current performance levels opposite the expectations or requirements. This
may be a function of internal and external factors.

Relationship performance is well below expectations in terms of meeting
agreed requirements i.e. miserable. This could be a function of early days
of the relationship, few results yet achieved, unprofitable and/or
uncompetitive performance levels against forecast or non-forecast
expectations/requirements not being meet.

Ordinary and most times unacceptable results as determined against an
agreed average benchmark(s) or target(s). A point of concern or still
maybe early days with improvements to come. Either way the relationship
is yet to deliver acceptable results. Results are delivering low service
levels, product quality, profitability and/or growth, or are below breakeven
point, budget and/or forecast.

A
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