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Foreword

“In order to support the agenda for growth through innovation, Finance needs
to partner more, to analyse and predict, not only record and report.

What stops this happening? Business partnering needs people with the

right skills. It needs a culture that uses information and spurns workarounds.
It demands the ability to think strategically, the ability to work with, and
sometimes around, risk. As far as possible, it needs ‘silent running’— Finance
operations that demand more from automation and less from the CFO.

How do successful CFOs engineer this shift? They reassess their heavy
roles in favour of what matters most to their business, and delegate

the rest. They put much greater focus on the people agenda. They use
innovation in tools and techniques. And they home in on the information
agenda, with a target of quality information and its management.

They are then able to fully partner with the business.

We have prepared this paper because we believe passionately that
Finance’s partnering role is vital for business growth and, though
challenging, is a realistic goal.

I would like to thank the many contributors to this campaign including
clients, the IBM Finance and Planning team, and our financial management
consultants who specialise in this field.”

lan McMillan
Financial Management Consulting Leader, IBM UKISA



The central message in this point of
view paper

The key assertions in this point of view are:

® Finance needs to partner more within the organisation

® [ts role and priorities should be agreed with the
leadership team

® |tneeds its own business plan if it is to develop.

And CFOs need to:

® [nvestto develop skills and behaviours in the
retained organisation

® Define a wider ‘contract’ to motivate and retain the
right people

® Drive standardisation and scale economies through
centres of expertise

® Use the new IT enablers to improve end-to-end

processes and information architecture

® focus information on the roles of individuals to improve
productivity and collaboration

® Fnsure that there is a governance framework around
information integrity

® Communicate the business plan so everybody
understands where Finance is going and why.

In practice, the message will need to be tailored around each
organisation’s priorities. For example, in a Telco, the key

concern may be getting insightful information; in an energy
business, it may be managing the wider risk agenda.



Why Finance is not an easy option

The CFO’s job is arguably as difficult as that of the CEO.
Finance affects and is affected by all aspects of the
enterprise. The job covers compliance with increasingly
higher standards of financial reporting and control, prudent
management of risk without allowing this to blunt innovation
— proactively supporting growth by providing analytical
insight — or, in the public sector, optimising service delivery
effectiveness. The CFO has to participate at a strategic level
and yet be able to operate at the lowest level of detail across
the whole organisation. The job demands the ability to look
backwards to report, be alert to what is happening now and
see into the future to plan.

Figure 1 — The number one problem for CFOs is seeing through
all the complexity

Where do | start
to change our
business processes?

The CFO operates against a background of compounding
structural complexity (see Figure 1 above) and often a lack
of agility brought about by the workarounds created to
meet urgent business needs. To cap this near-impossible
combination is the imperative to do it all at lower cost.

Some organisations have been successful in managing these
complexities but the more usual reality is a continual journey
of improvement, during which the CFO has to grapple with
the problems of diverse and inflexible legacy systems, and
business culture change.

The partnering role in the retained organisation

Most organisations have implemented some degree of
shared services in Finance operations. This has often
delivered large cost reductions while taking a step in the
direction of standardisation. However, people in the ‘retained
organisation’ —those remaining in the Finance function who
are not under the new management of a shared service
centre or outsourced provider — can experience difficulty in
adapting to their changed roles. They need to focus more on:

® Being adaptable and supporting business growth
® Working closely with the business units, and creating
insights from information and risk management strategies

® /mproving end-to-end processes.

Finance’s effectiveness may have been undermined by past
single-agenda emphasis on cost reduction, weakening its
ability to contribute to future results (growth) as opposed to
reporting actual results. There has been a shortfall in working
with the organisation to improve performance and develop
growth opportunities, i.e. a weakness in Finance’s ‘partnering’

with the organisation.

Partnering is a two-way relationship that requires an
integrated and interdependent way of working throughout
the organisation — a collaborative culture. At one extreme,
Finance could operate with an independent and narrowly
siloed style, focusing on its role as owner of the control
compliance agenda. But partnering broadens the role to

include trust with accountability and strategic risk-taking.

Partnering is based on sharing knowledge: Finance people
need to learn about customers and the way the other parts of
the enterprise work —an end-to-end view of processes. Finance
crucially needs to increase the financial acumen of the rest of
the organisation. Communication, training and developing
people are therefore central to effective partnering.

The key to delivering effective partnering is to ensure that the
retained organisation has people equipped with a partnering
competency as well as technical skills. This must also be built

on sound processes and information infrastructure.

Finally, a reminder to the CEQ: if you want to use Finance as a
stick for hitting the other functions, it is unlikely that partnering
will take root.



Can Finance succeed in its partnering role?

Yes — it has to. Finance can succeed in a partnering role —
and indeed does in many cases — but in most situations it
needs to do more.

Essentially, the role of Finance needs to be based on the
strategy of the enterprise translated into its own organisation
structure and priorities — for example, an enterprise in an
acquisitive growth phase will have different priorities from
one growing organically. Therefore, the role and priorities will
need to be agreed with the leadership team. Furthermore,
the role will periodically need confirming even in a successful
Finance function to ensure that it adapts synchronously with
the enterprise. But the partnering aspects of the role will
constantly need to be demonstrated.

The starting point should be for the CFO to define and confirm
the future role of Finance with the CEO and leadership team

in the enterprise: to what degree does the business actually
need Finance to get involved outside its normal operational
role, for example in managing risk?

The next question is whether Finance has learned to live in a
world of shared services, or whether the retained organisation
has not yet made the necessary changes in people and skills.

Technology is often criticised for inflexibility, making it
appear to be part of the problem rather than providing the
solution. But analysts confirm that technology is now moving
more strongly in the direction of enabler. This is an exciting
development as it enables processes to be designed with a
wider perspective, end to end, so that financial information
flows more efficiently. The provision of information to people
based on their role needs is also now more feasible, and
enables higher productivity and scope for collaboration.

So, the purpose of this paper is to take encouragement from
these opportunities, and describe how to build on them to
succeed in the journey to greater effectiveness in delivering
the role of Finance.

Redefine and communicate Finance’s new role

First, the CFO should agree a high level mission statement
for Finance with the CEO and leadership team. For example
it might include: ‘Finance is a highly valued partner helping
the business to drive outstanding results and embedding
financial competency in the business.’

This formally endorses the legitimacy for Finance to sit at the
table and contribute when important decisions are made
rather than just reporting the outcomes. It also acknowledges
the importance of raising the financial competency of the

whole organisation and Finance’s role in skills transfer.




Next, the CFO should break down the role of Finance into
its main components to understand its ‘building blocks’ in
terms of the services it provides. This should be used as the
organising framework to define the scope of Finance’s role,
the required competencies, and Finance’s relative strengths
and development needs as in the illustrative Component
Business Model* (CBM) for Finance in Figure 2 below.

In our view, the tasks that relate to financial control and in core
performance management processes are fundamental to
Finance’s role and must be retained. But a number of value-
adding components, such as corporate strategic planning
and the mergers and acquisitions role, can be deployed to
others where circumstances dictate that the CFO'’s priorities
cover too wide a span for the time being.

Figure 2 — lllustrative cross-sector Finance and Accounting CBM
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During their consideration of the role of Finance, CFOs should ~ The execution of Finance’s role should mirror the way the
also review Finance’s wider potential role in risk management enterprise is structured. We believe the future organisation
as there is a natural fit with their financial competencies. This of Finance will see the CFO as customer of shared or

can be particularly valuable in contributing to the growth outsourced services, and provider of decision support
agenda by ensuring that a rigorous risk identification and and performance management services embedded in the
mitigation process is in place. business. This will reflect a focus on providing value-adding

services and leading the rooting of financial competency
throughout the business. See Figure 3 below.

Figure 3 — Divide the organisational model
We believe the future state will be supported by dividing the organisational model




The people agenda must have a higher priority These need to extend conventional measures that typically

We believe that greater recognition of the importance of cover efficiency and process quality to include partnering

people in the retained organisation is long overdue. effectiveness. These would measure the capabilities of
Finance and business units’ satisfaction across a range of

The first step in putting a higher priority on the people criteria. See Figure 4 below.

agenda is for Finance to define what actually constitutes

‘effectiveness’ in delivering its role. It can then agree

performance measures to ensure they reflect its new role,

and monitor the adoption of the right behaviours in partnering

and pursuing the control agenda.

Figure 4 — Balanced scorecard for finance




The roles of individual team members should then be clearly
spelt out, including behaviours and the mindset required

for their success. The gap between the new roles and the
skills profiles of the existing people will define the degree of
upskilling necessary and the coaching, training, recruitment
or migration of staff as appropriate.

This provides Finance with an opportunity to define

a new ‘contract’ with individuals for their personal
development. This would include new tools and
training to help them excel and the career development
path they can expect in the organisation.

Figure 5

The feasibility of establishing centres of expertise should be
evaluated to optimise available skills on a regional or global
basis, and to drive standardisation and economies of scale.

Teams need to be reshaped to reflect the growing automation
of many of Finance’s operations, and to differentiate the skills
required in operations from those required in analysis and
business partnering. See Figure 5 below.

“We realised that a change in mindset was necessary for effective partnering.”

A communications organisation

Conventional view

The conventional view of the CFOQ is

one as operational and risk-focused:

© Responsive/reactive

o Efficiency and
improvement-orientated

o (Quantitative

e Risk-averse

Partnering would
require these two
views to be combined

Innovation view

An innovation view requires

different, forward-looking skills:

e Visionary

e Growth and
opportunity-focused

® |nstinctive

o Risk-taker

Better suited to understand and
adjust operational realities

We therefore placed great
emphasis on selecting people
for roles and upskilling them

Better suited to identify
opportunities and growth

|
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Make IT work for you in end-to-end processes
Harmonising communication standards and the use
of the Internet/intranet are opening up the feasibility of
efficiently exchanging data between diverse systems
within the organisation or with outside suppliers and
customers. This has a significant potential impact

on Finance processes as it eliminates paper-based
workload and speeds up the flow of accurate digital
information. For example, numerous organisations are
accelerating their period-end reporting as a result.

Figure 6 —IBM Process Optimisation Tool

This also facilitates end-to-end process reviews that are

not just restricted to the financial (typically shared services)
operations by factoring in the relationships between activities
in different parts of the process that affect each other.

The use of the latest generation of dynamic process
modelling and workflow tools speeds up and simplifies
the work of optimising processes and monitoring their
performance. An example of these tools, the IBM Process
Optimisation Tool using IBM WebSphere* Modeller, is
illustrated in Figure 6 below.

Similarly, modern ERP functionality is used for financial
processes, rather than wasteful bespoke systems that
produce maintenance problems. Avoiding the trap of
thinking “my organisation is different” is a great way of
reducing complexity.
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Reviewing processes with the aim of streamlining, improving
controls and effectiveness requires an examination of how
data flows, and this in turn is the source of information for
decision making.



Rationalise the information architecture and underpin
people’s roles

Information is the most often-quoted pain point due

to difficulties around timeliness, lack of transparency,
inconsistency, multiple versions and inaccessibility. The
paradox is that there is usually too much data but little
focused information. The root of these problems can often
be traced to legacy systems that lack cohesion and the
difficulty of deciding where to start improving while the
organisation grapples with growth and business as usual.
Expedient workarounds usually result in further complexity
and inflexibility.

Information is the blood that flows through the veins of an
organisation and every activity from strategy to transaction
depends on it. Deficiencies in information systems

therefore directly affect performance and morale. They

also compromise the quality of decisions that shape the
strategy of the organisation. For example, if there are multiple
and inconsistent sources of customer information and the
products they buy, how can reliable insights into customer/

product/channel marketing decisions be gained?

Information is therefore a strategic asset that requires an
end-to-end view if it is to drive higher business value.

In response to this, we are seeing two emerging trends
in information management that potentially provide more

robust and flexible solutions:

e The ability to source information in a more rational and
flexible manner — the information architecture designed
around ‘services’

® How information is used and can be accessed directly and

easily by people doing their job — role-based information.

With IT industry support of open standards, it is becoming
possible to more easily link different systems, or components
of systems, through an approach called service-orientated
architecture. This means that information (customer data,

for example) can be held in one place and shared among
the systems and users that require it — hence the use of

the word ‘service'. For example, within the ‘Order to Cash’
process, a component would be credit-checking. This could
be configured as a service that is used in several other
applications such as order acceptance and cash collection.

See Figure 7 below.

Figure 7 — Service interfaces insulate business processes from IT change, and IT from business process change
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Service
interfaces

IT component IT component IT component IT component

The service model (the interfaces) form a new contract between the business and IT
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This has profound benefits in terms of governance,
maintenance, consistency and transparency. Deciding what
to tackle first in rationalising the information architecture is
still a challenge, but a structured, prioritised and phased
approach is possible — no big bangs necessary.

People’s need for more relevant information and the use

of available technology needs to lead to a change from a
‘publish everything’ culture to a ‘role-based portal’ intranet
that accurately reflects the way the organisation does
business and an understanding of an individual’s role within
it. The evolution of role-based information is illustrated in
Figure 8 below.

Figure 8 — From creative anarchy, via a content-managed intranet, to a fully-fledged business workplace

2002 2004
‘Publishers first’ ‘Users first’
. Shnpping
Self-service HR :[::Srcees
Content (articles, manuals) o Entertainment

e-mail
Procurement

Customer information o Collaborative
Collaboration commerce
e-learning o Transactions

Document/content management OGS

People finding messaging
Financial/performance * Collaboration
Application access

Multiple, silo-based intranets Content-managed intranet

* |nconsistent interface e Common, branded interface

o Multiple navigation systems e Consistent site navigation

e |nformation inconsistency and duplication  Developing ‘single source’ of information

* No content management e Content management automated

| ack of business management ® |ntranet management team created

The organisation’s own intranet opens up the possibility of
tailoring the accessibility of information — internal, external,
non-financial and financial — through a personalised Web
portal. The benefits of this are being able to filter the trees
from the wood and provide people with information they really
need, accessible from anywhere with an Internet connection.
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2006
‘Me ﬂrst’ * Content and

documents

presented based

on role need
Employee Employee * Role-related

i to work applications
ol © Measures

o Financials
 Customer
information

Employee Employee o Collaboration

to external to employee « Instant messaging
 Expert location

o e-mestings

Employee © Community support

© Yellow pages o © Virtual help desk

* Corporate COmPany " o ¢ procurement
messaging ® ¢-learning

o e-HR

Role-hased husiness workplace

® Role-based user segmentation

* Interface and information tailored around
the needs of key business roles

® Proactive sourcing of content to meet
role needs



When we see organisations with fragmented and inconsistent

sources of information, we are witnessing a lack of
governance. Where there is a vacuum, we believe that the
CFO should own the governance process around information
integrity because weaknesses in this ultimately are reflected
in financial results. This is not the same as saying that the
CFO should own all the data, as clearly others are better
placed to own information originating in their domain.

For example, marketing may own customer relationship
management (CRM) data, Finance owns accounts receivable
data but Finance ensures that there is an overarching
governance framework in place.

So, with the right people in the right roles, provided with
continually improving information and underpinned by
adaptable and effective end-to-end processes, Finance
can achieve its partnering role.

13



Planning for success

In our view, the process of developing a plan for Finance
should adopt the same rigour as the business users for
its wider business plan. This means that Finance need
clarity around:

® |ts value proposition, including its internal and external
‘customers’— for example, internal process owners and
external analysts

e Alternative delivery models such as offshored or
outsourced services

® |nvestment and benefits, not just functional costs.

Figure 9 — Finance business plan

Redefine and agree role
* Reallocate non-core tasks
e Communicate

 Value proposition

Set priorities

| s = |
1]
I" et & ]
. 1 |
_1 i i

We have placed the solutions into a framework that
reflects the method we use when working with clients.
The starting point is defining and confirming the role

of Finance with the CEO and leadership team. This is
the basis for every decision that Finance will make about
its development.

People, processes and information pain points are then
identified and evaluated in relation to the role in order to
set priorities. Solutions are then developed also taking
into account the available technology enablers. These will
form the backbone of the business plan for Finance and
technology enablers in order to produce the development
plan. See Figure 9 below.

Partner with the business
o Upskill finance

e Work with others

e Train and communicate

Develop key themes

® People processes and IT
e [nformation integration
® Resources

© Delivery models

* |nvestment

The development plan articulates the case for change, key
milestones and actions with timescales and accountabilities.
A high degree of ‘demand-pull’ from the CEO and leadership
team should be supported by a governance structure to
make it happen. The key benefits of a finance development
plan are proven:

® The process of preparing the plan involves Finance and
other people in defining what the business needs and
establishes a rapport with the organisation that can be
built upon

® A clear statement of purpose acts as a rallying call for
Finance people to understand how their roles meet the
needs of the business

® A detailed route map describing how Finance will achieve
its vision enables the business case to be confirmed and
investment funded with confidence

® |testablishes yardsticks by which success can be

measured and rewarded

It is the basis for communicating the role of Financ

the whole organisation.



In conclusion
CFOs are fully able to continue their migration from providing

excellent financial management, reporting and control to
partnering with the business. But to do this requires most
CFOs to do some reengineering of their own role, freeing up
Finance to devote more energy to the business and growth
agenda. The plans identified here should go a long way toward
achieving this objective.
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