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Compagnie du Froid: Agenda

1. Situation & Challenges
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What's the situation? What's on the CEO’s mind?
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Organizations

= Decentralization:

— Delegation: separation of stakes, -
taker of action # bearer of result.
— Dispersion: division of labor -

across multiple people. - - -
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Organizations

= Consequences:
— Conflict of interests.

— Information incompleteness &
asymmetries.

— Adverse selection.
— Global vs. local objectives.

F

Frankfurt School

© M.Maedler 2013-26



F

Frankfurt School

Organizations

= Management Challenges:

— Congruence. -
— Coordination.
— Cooperation. }-

— Communication. -

— Commitment.
— Control. |: |_-'

— Culture.
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1. Situation & Challenges
2. Budgeting & Budgets

© M.Maedler 2013-26



£

Frankfurt School

What are the Challenges?
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What Are Budgets Good For?
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Budgets & “"VUCA’

Setting Your Annual 3 Ways to Bring Flexibility
Budget Amid Economic to Budgeting
U I‘Icertai nty by Nadya Zhexembayeva

by Simon Freakley and Lisa Donahue

Septembar 28, 2022

Septembear 01, 2022

uslav DanylchenkofStoc kesy

https://hbr.org/2022/09/setting-your-annual-budget- https://hbr.org/2022/09/3-ways-to-bring-flexibility-
amid-economic-uncertainty, dated September 1, 2022, to-budgeting, dated September 28, 2022,
accessed January 17, 2023 accessed January 17, 2023
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1. Situation & Challenges
2. Budgeting & Budgets
3. Reading P&L Reports
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Exh. 4 (b)

[RSES
C )
[ 77 )

Profit Plan Actual Variance
Volume Euros Volume Euros Euros
('000) ('000) ('000) ('000) ('000)
Contribution margin 7,824 8,924 1,100 F
Other costs 2,536 2,557 -21 U
Transfer from France 0 2,126 -2,126 U
2,536 4,683 -2,147 U
Operating margin 5,288 4,241 -1,047 U
Selling and Administrative Expenses
Logistics 1,149 1,182 -33 U
Subcontracted transportation 0 77 -77 U
Sales & Advertising 2,233 2,194 39 F
Administration 720 744 -24 U
Allocated central office expenses 158 193 -35 U
4,3 -130 U
Operating profit -149 -1,177 U
Identifiable Assets
Cash (average) 98 -4
Accounts Receivable (average) 266 157
Pland and equipment (net of depreciation €1,669) 4,764 4,837 -73
Total identifiable assets 5,281 5,201 80
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Exh. 4 (a)

Profit Plan Actual Variance
Volume Euros Volume Euros Euros
('000) ('000) ('000) ('000) ('000)

Sales Data

Sales ice-cream (volume in litres) 3,685 16,294 3,575 15,507 -7871 U

Sale specialties (litres) 409 3,330 400 3,251 -79 U

Total Sales 4,094 19,624 3,975 18,758 -866\ U
Cost of Goods Sold
Cost ice-cream

Dairy ingredients (litres) 2,653 6,923 2,175 5,607 1,316/ F

Other ingredients (100 gr.) 1,769 2,670 1,450 2,202 468 F

Labor (hours) 34.37 279 29.21 238 41 F

9,872 8,047 1,825\ F

Cost specialties

Dairy ingredients (litres) 381 994 362 933 61 F

Other ingredients (100 gr.) 299 633 275 571 62 F

Labor (hours) 37.09 301 34.73 283 18 F

1,928 1,787 141 F

Contribution margin 7,824 8,924 1,100 F
Conditions for tourism

Average summer temperature 30.2C 28.5C

F

Frankfurt School
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Exh. 4 (a): Closer Look
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Profit Plan Actual Variance
Volume Euros Volume Euros Euros
('000) ('000) ('000) ('000) ('000)

Sales Data

Sales ice-cream (volume in litres) 3,685 16,294 3,575 15,507 -787 U

Sale specialties (litres) 409 3,330 400 3,251 -79 U

Total Sales 4,094 19,624 3,975 18,758 -866 U
Cost of Goods Sold
Cost ice-cream

Dairy ingredients (litres) 2,653 6,923 2,175 5,607 1,316/ F

Other ingredients (100 gr.) 1,769 2,670 1,450 2,202 468 F

Labor (hours) 34.37 279 29.21 238 41 F

9,872 8,047 1,825\ F

Cost specialties

Dairy ingredients (litres) 381 994 362 933 61 F

Other ingredients (100 gr.) 299 633 275 571 62 F

Labor (hours) 37.09 301 34.73 283 18 F

1,928 1,787 141 F

Contribution margin 7,824 8,924 1,100 F
Conditions for tourism

Average summer temperature 30.2C 28.5C
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Exh. 4 (a): Inferences —

= Real cost savings = when?:

Total Variable Cost (Actual) < Total Variable Cost (Budget) 7?77

or.

Unit Variable Cost (Actual) < Unit Variable Cost (Budget) ?7?
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Exh. 4 (a): Inferences —
= Lower cost level = no surprise: A—

Volume (Actual) < Volume (Budget)
= Total Variable Cost (Actual) < Total Variable Cost (Budget)

Budget
Total Litres Unit
Sales 16,294 3,685 4.42
COGS (variable) 9,872 3,685 2.68
Actual
Total Litres Unit
Sales 15,507 3,575 4.34

COGS (variable) 8,047 2972 (27D )( !
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Exh. 4: Spain
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Profit Plan Actual Variance
Volume Euros Volume Euros Euros
('000) ('000) ('000) ('000) ('000)

Sales Data
Sales ice-cream (volume in litres) 3,685 16,294 3,575 15,507 -787 U
Sale specialties (litres) 409 3,330 400 3,251 -79 U
Total Sales 4,094 19,624 3,975 18,758
Cost of Goods Sold
Cost ice-cream
Dairy ingredients (litres) 2,653 6,923 2,175 5,607
Other ingredients (100 gr.) 1,769 2,670 1,450 2,202
Labor (hours) 34.37 279 29.21 238
9,872 8,047
Cost specialties
Dairy ingredients (litres) 381 994 362 933 F
Other ingredients (100 gr.) 299 633 275 571 F
Labor (hours) 37.09 301 34.73 283 F
1,928 1,787 F
Contribution margin 7,824 8,924 1,100 F
Conditions for tourism
Average summer temperature 30.2C 28.5C
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Another Sage ...

= |s accounting like
a box of chocolates?

= You never know
what you are gonna get?
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A typical P&L / Income Statement
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A desired P&L / Income Statement
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Income Statement

Revenues

4

Cost of
Goods Sold
(COGS)

Period
Expenses
(SGA)

Net Income

Variable
COGS & SGA

Fixed

COGS & SGA

Fixed

COGS

s | TR
SGA P

(SGA)

All Fixed

Contribution

Margin COGS & SGA

\4

L 4 NetIncome
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P&L Presentation: some of many Ways

Variable

Operating Costs
nventory ontribution

Increase Margin
Ixed

Operating Costs

EBIT (OP)

T =EBT*t

Net Income

© M.Maedler 2013-26
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A very “German” Approach

Mehrstufige Deckungsbeitragsrechnung

Erlose
DB | - variable Kosten

Deckungsbeitrag |

Summe der Deckungsbeitrage |
DB Il - Produktfixkosten
Deckunsgbeitrag I

Summe der Deckungsbeitrage I

DB Il - Produktgruppenfixkosten
= Deckungsbeitrag Ill
Summe der Deckungsbeitrage Ill
DB IV - Bereichsfixkosten
= Deckungsbeitrag IV
Summe der Deckungsbeitrage IV
M - Unternehmensfixkosten
= Deckungsbeitrag V
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Let's Go Back to the Sage ...

= An example of layered
contribution margins
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Cost = Profit Layers: EX.

Revenue direct
to Ticket

Cost direct

to Ticket

Contribution

Margin of Ticket Decision object = Ticket

Do | sell this Ticket?
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Cost = Profit Layers: EX.

Revenue direct
to Ticket

Cost direct

to Ticket

Contribution
Margin of Ticket

Number of Tickets
for Movie

Cost direct
to Movie
Profit
of Movie

Decision object = Movie

Do | produce this movie?
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Cost = Profit Layers: EX.

Revenue direct
to Ticket

Cost direct
||

to Ticket

Number of Tickets
for Movie

Contribution
Margin of Ticket

Cost direct
— .
to Movie
- Contribution % Number of Movies
s Margin of Movie by Studio
Cost direct

to Studio

Profit
of Studio

Decision object = Studio

Do | operate the Studio?
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Cost = Profit Layers: EX.

Revenue direct
to Ticket

Cost direct
to Ticket

Contribution Number of Tickets

Margin of Ticket for Movie

Cost direct
to Movie

Number of Movies
by Studio

Contribution
Margin of Movie

Cost direct
Decision object = etc. to Studio
—
_ _ Contribution
Do | do movies? Enter the entertain- Margin of Studio m

ment business? Invest in this company?
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“Cascade” of Profit Layers

Ticket = The profit of a ticket
(Product) -1 contributes to
Movie the profit of the movie.

(Product Line) 1 = The profit of a movie
Studio contributes to

(Department) -l the profit of the studio.
= The profit of a studio
Division

: : -l contributes to
(Business Unit) the profit of the

Parent entertainment division.
Company 1 And so on.

Shareholders
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https://www.lego.com/en-pl/product/
wild-animals-panda-family-31165,
accessed January 14, 2026

gy (<. =LY

Y

— 1

. ,com/creator
‘o LE?E’JJ_J_J i

T

© M.Maedler 2013-26



Variance Analysis (aka Gap Analysis)

Key Val
ey. alue Budget Actual Actual Actual Actual
Driver
Revenue Budget Budget Actual Actual Actual
Variable
C Budget Budget Budget Actual Actual
ost
Fixed
Cost Budget Budget Budget Budget Actual
Profit Budget Theoretical Theoretical Theoretical Actual

Variance 1| Variance 2 | Variance 3 | Variance 4
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Is This Your Story?

STRATEGIC PLANNING

THIS
CouLb
HAPPEN
GUES WHO
UE S THE
THIS HELL (NEXT
YEAR KNOWS? YEAR
MAYGE
HUNCH
THAT MAYGE
COuLP NOT
HAPPEN
TOM
FISH
BURNE
® marketoonist.com

https://www.linkedin.com/feed/update/urn:li:activity:7072860406221787 136/#, retrieved June 19, 2023
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Exh. 3 (a)

Profit Plan Actual Variance
Volume Euros Volume Euros Euros
('000) ('000) ('000) ('000) ('000)

Sales Data

Sales ice-cream (volume in litres) 2,453 10,967 2,480 11,106 139

Sale specialties (litres) 272 2,232 276 2,253 21

Total Sales 2,725 13,199 2,756 13,359 160
Cost of Goods Sold
Cost ice-cream

Dairy ingredients (litres) 1,864 4,963 1,895 4,986 23 U

Other ingredients (100 gr.) 1,275 1,885 1,296 1,932 -47 U

Labor (hours) 33.10 300 36.03 328 -28 U

7,148 7,246 -98 U

Cost specialties

Dairy ingredients (litres) 259 689 257 676 13 F

Other ingredients (100 gr.) 196 425 197 430 -5 U

Labor (hours) 24.24 220 23.29 212 8 F

1,334 1,318 16 F

Contribution margin 4,717 4,795 78 F
Conditions for tourism

Average summer temperature 29.7C 29.8C

£

Frankfurt School
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Exh. 3 (b)

Profit Plan Actual Variance
Volume Euros Volume Euros Euros
('000) ('000) ('000) ('000) ('000)
Contribution margin 4,717 4,795 78 F
Other costs 1,251 1,244 7 F
Operating margin 3,466 3,551 85 F
Selling and Administrative Expenses
Logistics 527 513 14 F
Sales & Advertising 1,642 1,632 10 F
Administration 680 696 -16 U
Allocated central office expenses 158 193 -35 U
3,007 3,034 -27 U
Operating profit 459 517 58 F
Identifiable Assets
Cash (average) 94 108 -14
Accounts Receivable (average) 377 357 20
Pland and equipment (net of depreciation €3,200) 2,763 2,764 -1
Total identifiable assets 3,234 3,229 5
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Italy

, gy 8% 0.3%  1.4% 365 1-5% 176 7.6% 149 6%
100.0% . -
Budget Market Market Product Sales Variable Fixed S&GA Allocated Actual
Size Share Mix Price COGS COGS S&GA
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Objection, your Honor!
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What Then Is Your Story?

1.7%

7.6%

112.6%

e 8.9% 0.3% 1.4% 3.6% 1.5%

100.0% . ]

Budget Market Market Product Sales Variable Fixed S&GA Allocated Actual
Size Share Mix Price COGS COGS S&GA

F
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Numbers & Stories
= What's your story about Italy?

shutterstock.com - 1798909765
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Situation & Challenges
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Reading P&L Reports
Deep-dive: Italy
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Hit the Target ...

https://www.manomano.co.uk/advice/thermostat-buying-guide-10110, n.d., accessed January 14, 2026
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... or Push the Limits

https://www.wfit.org/live-music/2016-08-08/space-coast-symphony-orchestra-presents-faster-higher-stronger-the-music-of-the-Olympics,
accessed January 14, 2026
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“OKRs have helped lead
us to 10x growth, many
times over.”

Larry Page, Co-founder.
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Roofshots & Moonshots

& &

Commiitted sonncea ASPIrational

time to be
Expected to be 100% achieved 80% is considered as

achieved and need to success
Roof shots be the focus Moon shots

of the team

A clear understanding of Team needs to generate

how the goal will be many new ideas over the

Not

business-as-
Sure wins usual Risk-taking

When achieved, the When achieved, the

achieved quarter to reach the goal

improvement is medium improvement can be huge

https://blog.weekdone.com/the-
difference-between-committed-
and-aspirational-okrs/,

n.d., accessed January 14, 2026
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New Type of Goals?

MIT SLOAN MANAGEMENT REVIEW
STRATEGY

With Goals, FAST Beats SMART

DONALD SULL AND CHARLES SULL

To execute strategy, leaders must set ambitious targets, translate them into specific
metrics and milestones, make them transparent throughout the organization, and
discuss progress frequently.

Sull & Sull (2018).

© M.Maedler 2013-26



3

Frankfurt School
SMART
Datmtion Benohis
Fre Goals should Be = Provides guidance for key decizgns,
“;:m mmdlﬂu"gm - wmnnlwm focesed an what matiers
o e . o Progress allacats = Links porformance foodba ok to cencrotn
Specific Frequently discussed g incatuas, and e 00k
p q y r.:’g::hf Eipen = galnm progress end coUrss CoTEC.
Ambitions s 3 E:r:nhu?ﬁ he = Boosts performance of individuals and teams.
o ELALALE n = Minimizas the risk of sandbagging.
Measurable Ambitious Fpesstia achet®. « Frcas brander searchforiavatie ways o

Speciiic Goals are renshated intp = Clarifies what employees are expaciad to
canerats matrics and dalivar,

milestanes thal faree = [ i i i
@ ciarky on how o achinve m;ﬂ-ﬂnﬂf 'u[lt.llmnrhlmutmg and guickly

each goal and MeESUTe  , gogens partormance of individuals and leans.

Attainable Specific

progress.
Tramgparen Goals and curnent  Pakes iwoi of peor prassire be poranm an
I pa&nrl;np:‘ipaf:'hﬁld be goala.
Mada pablic = Shows employees how their acivites rt
EEVE Transparent Ll 7 L suppo
= Uindarstands other teame’ agandas
= Surfaces activitier that are redundant or
unaligned with sirateqy.

Timely/bound

Sull & Sull (2018).
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Flow

FI.OW

Cha//enge THE munm) OF

OPTIMAL \]ll ENCE

Anxiety e e,

wayyv oF

AL AR LA,

— hrgeiSemedims.

Csikszentmihalyi (1990)
oo®

Boredom

Perceived
Ability
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OKR (Objectives & Key Results)

= Rigorous & radical Target Setting: moonshots.
= Rigorous & radical Transparency: public.

= Rigorous & radical Breakdown of Targets, Activities, KPlIs.

— Concrete

— Measurable

— Participative

— Quarterly/Weekly/Daily
— Team & Personal

— <5 p.p.

= Rigorous & radical Monitoring, Feedback & Management.

= NO link to compensation.

£

Frankfurt School
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Performance Management on Steroids

https://generationiron.com/tag/build-muscle/, downloaded July 27, 2024
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Modern Performance Management?
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Slack vs Stretch
| |Slack(easyornone) | Stretch (difficulty |

Environment Unpredictable, uncertain Predictable, understanding

Uncertainty Certainty, Knowledge, Understanding of
the markets

Emphasis Innovation Implementation

Jobs Unique, novel, unstructured  Repetitive, structured
Multitasking Complex, trade-offs Lo/no “side effects”
Input-Output relation  Unclear Mechanical
Results/outputs Ambiguous Crisp, clear

© M.Maedler 2013-26
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Advantages

NEW YORK TIMES BESTSELLER

Focus iWhat‘

Matters .

FACTS

Alignment

. OKRs - The Simple ldea
Commitment That Drives 10x Growth

John Doerr

Td recommend John's book for anyone
interested in becoming & better manager” Bill Gates

Track

Stretch
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(Unusual) Terminology

= Objective (what do we strive to achieve):
— “90-day challenge” quarterly time horizon.
— Memorable, short, qualitative, inspiring description of what you want to achieve.
— Aligned & impacting most critical top-level business goals & metrics.

= Key Result (how do we assess if we achieve):

— Measure that indicates
* progress towards the objective.
« achievement of the objective.

— No what to do, but what to achieve.

= |nitiative (what do we do to achieve):
— Concrete actions.
— Granular, feasible.

© M.Maedler 2013-26
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Example

= Objective: customers choose us instead of the competition.
= Key Results:

— Increase the percentage of customers that prefer our product to the
competitors’ product in a blind test from 30 to 75 percent.

— Increase the average order rating (customer feedback) from 3.1 to 5.0.

We will [Objective], measured by [Key Results].

© M.Maedler 2013-26
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90-Day Cycle ...

Den Haak, Bart (2022).
Moving the needle with Lean OKRs.
Figure 1.2.
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... otrict Hierarchy

r-----ﬂ

Annual |
Company |

LD KR
[} | [ | ‘

Company

Q1 OKR

Product Marketing

Q1 OKR Q1 OKR
Team A Team C
OKR OKR OKR

Den Haak, Bart (2022).
Moving the needle with Lean OKRs.
Figure 1.3.

© M.Maedler 2013-26



F

Frankfurt School

Cascading OKR

Principal/
Sponsor
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Digital Enablers (An Example)

== Microsoft | Unterst(]tzung Microsoft 365  Office  Produkte v~  Gerdte v Mehr v Microsoft 365 kaufen Alles von Microsoft ~  Suchen O : Médler, Markus :

Viva Amplify Viva Connections Viva Engage Viva Glint Viva Goals Viva Insights Viva Learning Viva Pulse Topics in Viva

https://support.microsoft.com/de-de/viva, accessed July 27, 2024
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Variance Analysis (aka Gap Analysis)

Key Val
ey. alue Budget Actual Actual Actual Actual
Driver
Revenue Budget Budget Actual Actual Actual
Variable
C Budget Budget Budget Actual Actual
ost
Fixed
Cost Budget Budget Budget Budget Actual
Profit Budget Theoretical Theoretical Theoretical Actual

Variance 1| Variance 2 | Variance 3 | Variance 4

3

Frankfurt School
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Variance Analysis

= Theme: isolate the incremental impact of ...

... the deviation (actual vs. plan) of each
identifiable profit driver = step-by-step:
— Understand impacts.

— Explain reasons.

— Evaluate businesses & managers. / <

— Identify likely future.
— Use for corrective actions. Use Explain

e—

© M.Maedler 2013-26
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Variance Analysis

= Theme: isolate the incremental impact of ...

... the un-budgeted business changes

= disaggregation:

— What: structural/permanent changes, temporary developments, one-off events.
— Why: avoid distorted comparison Budget — Results.

— How: identify, disaggregate, separate.

— When: unpredictable or predictable but not budgeted.

© M.Maedler 2013-26
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Key Messages

Variance analysis = rigor:

— Why did the real income statement (or any other accounting report) look different from
what we had planned?

VA mechanics = carpaccio:

— Step-by-step analysis of the incremental impact of each key profit (or cost) driver’s
deviation from budget.

VA objectives = evaluate & improve performance:
— Understand the past, learn & decide for the future.

VA limitations = accounting:
— Multiple causes = one individual variance = multiple responses.
— Process = accounting <> objective = management.

VA problem: allocated fixed overhead.
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This file serves as the basis for class discussion. It has been prepared solely for your
personal use with the purpose to foster your learning progress as participant in a program
taught by the author. The file and any information contained therein may not be circulated,
transmitted, reproduced, quoted, referred to or otherwise used, in part or in full, without the
prior written consent of the author. Copyright (c) 2013-2026 Markus Maedler.
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