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NOVW Competitive?
"

EINOrtIPAMERCanNRapeErR Inausir
- A -

ZREMaRS oneorthelargest world regions for paper
constlimpuerR andien|oys significant fiber resources . . .

i
ZCompetveness has heen boosted by weaker U.S. dollar,
 bunisieimersirainediby aging assets . . .

I
v'Has enjjoyediaimoderate, cyclical upturn, but solid returns
are stillflagging & volumes are struggling . . .
L]

v With prices, and financial performance improving
moderately — maybgcan extend through 2006 into 2007 . . .

v ...Many companies may have — for a time — more resources
and opportunities to invest in their businesses since 1995.
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HEW Competitive?
2006)Vollume Down, Prices Up
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SeW A Competitive?
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Flows @ omr otitive?

B COMPEVVENESS IS il‘hensional:
ZAVIlIFPErfermances. International Competition
peERNortir Amenecanivs. South Am. vs. European
VSEASTAImIlIS= proaucti ity:and quality)
/ Product Perfiormance vs. Substitutes (i.e.
papeEvard folding cartons vs. plastic packaging
- — Newspapervs. TV, etc.)

nd-User F rforﬁnce vS. International
Competitors (i.e. domestic vs. international
manufacturers):

v Financial Performance vs. Other Investments (i.e.
returns on paper investment vs. alternatives of
similar risk)




HEW Competitive?

. - k.
Jm IMESE Dimensions, Industry Participants
2cogniize: —

4 Q'f'r~smomng andisupstitution by alternative mediums
arexdmvineNeroFterm demand below current levels

v North America ip_s pecome increasingly
- Uncempettivesn | de paper production

v The ine stry’s cost based competition and capital
rationing s-ies nave eroded Its asset base.
i

v The composite financial performance of the industry
has been pitiful looking back — and without a
sustained upturn will further dissuade future
Investment — even with the improved short-term
environment . . .
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ARSERESIENg o t 1= US Daollar Issues — North
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NOWCompetitive?
plERelumE INortn r\m: can Grades
NeverssignificantsSubstitution Threats
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W Competitive?
s Ha eWe;kened For North American
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1993 1996 1999 2002 2005

=>=P&W Net Imports vs. Demand
=& Containerboard Net Exports vs. Capacity
=0-Newsprint Net Exports vs. Capacity




HOW. Competitive?

arl 2000sNRECESSion & International Competition
asSed Domestic Production and Consumption
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W Ceompetitive?

Wer Prin;Advertising IHas Lost Nearly 10
PeInts eiriViaiket Share Since 1991 — And
clations AreEor This Trend to Continue

E-Advertising, 1%
Cinema, 0%
Outdoor, 4%

Print, 46%




O W Com petitive?
e
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HoWw, Competitive?
ICIaESIin 'Tmmand & Competitive Issues
— But Has A Newer Asset Base --
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o NV Competitive?

20%

Returns Are
Moderating
After
Approaching the
Cost of Capital
,,,,,,,,,,,,,,,,,,,,,,,,,, in 2004 / 2005 —
Rational
Investors Will
Not Allocate
Capital To A
Poorly

0 5
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Industry

=0-Return On Total Capital

ROTC averages 6.6% vs.
10.8% cost of capital

=+ Cost of Capital




= w Competitive?

Jncrea;e Dept Levels Across Time

mgglnrl it Investment Opportunities & Flexibilit
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0 vv om petitive?

Bl ESSENICE zhem e naust ;Whas been a poor
Inle 1970s - it faces a continually
Ffemment — in spite of today’s

PEMOHMERSIIN
tEUIENNPUSINESS o)
clecer)t tontffa)

mAnd,as Noed =ihe North American Pulp and Paper
INAUStry
F .
/2 ISTREINIE Jovvfr!o:"' producer on most grades, and
7 High-voeltime gre pave significant substitution and
glelal market place threats
m Wherein — traditional business models have been
stretched to the limit with
v The emergence of the global marketplace, and

v The new power of rapidly moving knowledge and
knowledge transfer

8
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Flows @ omr etitive?
e Wy

prdilngly = panticipants must learn how to
mrler tRIESE ofter iré}ense, negative,

shiangingl conditions
2

...but individual companies can excel if they use the
current short to mid-term upturn to chart a new

course looking out . . .
-
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o »
tepIsSENasiomation — The Context
ERiEpISENEnsiormation seems to be essential if

HEmSHrtnrsseunied mrJ UiStry sector are to survive
AEREEIRNNELE

BUt="typicallNCA. pulp and paper companies have
iellowedsaNaiiEr time honored & traditional approach
10 enterpiise management .

—

That mestieiten d s%t Include the structures and
initratives o consistent organizational change and
management aimed at a persistent and ongoing
process of Enterprise Transformation

As aresult, in part, industry performance . . .
v Has struggled greatly,
v Investment has spiraled downward, and

v Competitiveness has eroded in the global market place



ERLErpEEENansiomaiion — The Context

I mlowyavar, TalelivieltizUssitle) (JJl‘ and paper companies
can|levera gela sineere efffort toward Enterprise

Iransiemation to begin ”'L"o dominate, outperform and

create value

B0 Understanesaow tc embracé'Enterprise
- Transiegetionas areal organizational working

construct, we need to
v Firsti grasprtfie value of enterprise transformation, then
v Better und nd what it is,

v What is needed inside our firms to allow them to
establish and pursue it, and

v What are the key components of success or failure in
seeking a pathway driven by true Enterprise
Transformation concepts, actions and outcomes . ..




=ENTEPIISE Transformation
= GleSPig therRPotential Value —
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IgElEsSlViEsSgiianstormation Results

ISiNESENPIeEESSIREenaineering Results:

Hardwarerdevelopment time 67% Faster

REe ofi “maverick” buying From 45% to less than 0.5%

Customer s@faction + 5.5 points

[

1992 2002

Infrastructure Simplified: .
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Ve BiNlansiormation Results
-

HRIOperanonsiSimplified: 1992 2004

I

HR U.S. Headcount 3,650 1,438
iﬂ
WW Ratio of HR/Employees 1:109

Human Resources delivering more with less through better efficiency
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ViereEsBlViNansiormation Results

@pErallonSHINPIeVEGE
B Mo Y1903

_ IBMi Transformation
a-commerce Business savings:

C-PrOCUNEMENI Viore than $6.2B

Support transactions

Distributed learming




VieyerE=BiVINllansiormation Results
W




PlieRPeWErR=EXiernal Indicators Of
ENENISENNERSTOImation Progress

m AliRptielicimilEstenes achieved — 5 consecutive
YEEUES
u| SincelizZ/eiioiViarket Cap Growth has outpaced all
COMPENLONS P
\/Jrrr}wr Walicater of enterprise value/revenue
ultiple hastmoved! from significantly trailing the
.Iea competitor in "01, to becoming the current

Industry leader; 3;%% higher than the next highest
multiple in the competitive group

m Recognized industry leadership — validated by
sustained new investment in Plug Power . . .




e Integrated Assembly

*5,000 Suppliers
*Kits

« 12,000 Suppliers
* e Piece Parts




SEENEnSIiormation — Key Elements
[RGBl Enterprise ansformatlon

lEorisenfansiormation Drivers

Vel UENDETICIEN ICIes Dri e Transformation

AWer< Pre egses Enable Transformation
te

v Allocawenr el Attention & Resources
\Irln,geme t Decision Making
\/So jal Netw ﬁs

Tennenbaum Institute — Bill Rouse




EteIpsSENEansiormation — Definition

driven by —

anticipated value
result in significantly

MEew work processes . ..

S determimed by management’s decision
- making abilities, limitations, and inclinations . . .

v'All'in the context of the social networks of
management in particular, and the enterprise in
general . ..

Tennenbaum Institute — Bill Rouse




-

Value Beficliencies — D |y,e Transformation

_

EXPErEnced or exoe Cled downside losses of
Valluey e.g., der*l]nmg SfAterprise revenues
NIE/OIFPIHBIILS -. 4‘

EXPerencedror expected fallures to meet
pliojectedror promised upside gains of value,
e.g., lallures tc achieve anticipated enterprise
growt

Desires to achleQ/e new levels of value, e.qg., via

exploitation oft market and/or technological
opportunities

Tennenbaum Institute — Bill Rouse



WelPreEESSEes = Enable Transformation

mprevernew werk Is'currently performed,
SOMNEdLICE Varianmiity

h
m Perfermieuigent work differently, e.g., web-

nable'customer service

N form different work, e.g., outsource

2 erd
‘ma facturir ﬁnd focus on service

Tennenbaum Institute — Bill Rouse




AlleCatiBnreirAttERion & Resources — Key

ieNIFaRSicimation
EANCIpaterandsadapt tor changes of external
s omrrol the enterprise relative

vrnrJrloJes .e.
to the “read rlnrﬁﬂ” at@r than the “road
PEeninGg:

r

m Cultivaterdand a

gcate resources so as to
yield  future enterprise states with high

projected value with acceptable uncertainties
and risks

Tennenbaum Institute — Bill Rouse



VignagementBecision Making — Essential
EIMIEnSIiormation
| Palenlo el o
/ Folilgfezilelizlg i m'gn.nefg ers’ jobs (Mintzberq)
7 Opuimizifgvs: Satisticing (Simon)
‘/QchLfJJLcL[JOch%_):‘JLlS]f ns (Rouse)

7 Roleragiintuitien (Klein
m Framewc 'KS -
v How' managers address change, ranging from

tuning, to adaptation, to reorientation, to re-creation
(Nadler & Tushman)

v Managers’ modes of control, ranging from
scrambled, to opportunistic, to tactical, to strategic
(HO”nag el) Tennenbaum Institute — Bill Rouse




SecialNetworks — Essential for
PElSIormation
B StrengWsSEak Networks (Burt, Granovetter)

ZASirongly connected networks result in rapid and
SicIERNnicrmeanenand knowledge sharing among
MEMDENRS

v \Weaklydeennected networks have “holes” —in many

CASES! PETWEEN =r(£M0nnected subnetworks

=

m Implications for Transformation

v Weakly co 1 cteg networks are often better sources of
new Information and novel ideas — but . . .

v Strongly connected networks are better at
Implementing change once sense has been made of
them

Tennenbaum Institute — Bill Rouse




nologies Potential
Value

Projected
Deficiencies

Projected

Processes Value
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Process

Enterprise Tuning

Transformation

Is a Constant
37 Process Work Process Redesign Driven by Value Deficiencies

Tennenbaum Institute — Bill Rouse
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=Exeimplesteiiransformation

=E) Valle Deliciencies
Ifhat Drive Transtormation

O Work Processes

That Enable Transformation

Tennenbaum Institute — Bill Rouse



VelUENDEIICIENCIES
Seprise Ir

VAINENORPEIINNNIES —T' e lure of greater succ
MAiRErand/OIRECHNGIOYY Opportunit

a_nger Jf anticip
OJOJ/

ce, cash flow
necessary to

Tennenbaum Institute — Bill Rouse



WOk PrEECESSEeS Examples — That Enable
ELENINISE Ians

VIEIKETS Farcleted,—Purs glefie]
SREINIENEINONMEKELS] Ol PILIES] JJrJJ verch
SliciRaSI derospace and defens

VigikEnenennelstUsed="Ac
C

PrOdUCIS and SErICES suich as a.utomob]les

management
b -

Tennenbaum Institute — Bill Rouse



Work Processes Exe
ey

PiiENESIRIBVINEC = EHanging the JJFJfIIIQE
VI EC =P ENIPSHVAPIIVALE |aneling of o
preuliciSiand focusingl on Support sgerr 22

=
Ol

tl
f]&‘Jf[

ool Criciin ReEsiir
atinENUSTEIRFtImeE
[Niiermation sysi

ciliing — Simplifying supply chains,
relexurpmm, developing collaborative
[

T =

Ousourcing — Contracting out manuft (]
\« malntenance; Innormation tecnnology: Support; etc.

Offshoring — Emy ying low- -wage, high-skill'labor from

Sher countiam

Tennenbaum Institute — Bill Rouse



Ies That Enable

nSstformation

rmrlmge, OArJerAJ

.

Process “<ee gineenine — ldentification;,
deploymentorvalue-arVven processes; id
Eliminatienrernon-value creating

Tennenbaum Institute — Bill Rouse



lransiermation Framework
SEOUERGHERENCS = Vieans — Sscope —

MEANS

R

D,

Strategy |

Technology

Processes |

Skills |

Activity Costs
Functiunf___ﬂ Perce ﬂhﬂﬂf{;ﬁ :
. eri
Organization Hgs]uhrlmtﬁ
Enterprise ]
-hh““'h-q___
= ENDS
SCOPE

Tennenbaum Institute — Bill Rouse



s Elnall Thoughts

4.

ensfierm to dominate or die . . .
._

SIC — MICHEEI @I

w
Changeis an sssential Ingredient to survival —
nterprise Transformation Is the essential
context for sustained organizational change to
survive & dominate ... or die
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Thank You! -- Copies Available At

www.valueresolution.com -- And -- www.cpbhis@qgatech.edu

Contact Information

Dan Cenatempo
« President -- Value Resolution Group, Inc.
= 770-522-8972 -- dan@valueresolution.com

: Jacquelyn McNutt
: Executive Director — Center for Paper Business & Industry Studies

404 894-5733 — jacquelyn.mcnutt@cpbis.gatech.edu
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