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• CIOs and CFOs need to work together define how
finance and operational data should be managed
as part of a broader business intelligence (BI) and
information management strategy.

• CIOs should proactively understand the role of
CPM applications in their BI strategy.

ANALYSIS
The Finance Function Today: Struggling to
Improve

The role of the finance function in any organization
can be classified into three main areas:

• Transaction processing: the management of
financially related business processes, such as
outgoing payments and incoming receipts, and the
recording of any transaction that has a financial
impact on the organization. Finance must ensure
that an auditable set of accounts can be produced
from these transactions.

• Stewardship: ensuring that policies and controls
are in place to prevent fraudulent transactions and
that generally accepted accounting practices are
implemented in accordance with the requirements
of local regulators (such as the Securities and
Exchange Commission in the U.S.). 

• Strategy: analyzing the financial performance of
the business and advising the CEO and other
executives on how strategic objectives can be
achieved (because, ultimately, these will be
reflected in financial performance metrics, such as
earnings per share or return on capital).

For many years, finance functions have spent most
of their time on transaction-processing activities,
although they have aspired to spend more time on
strategic activities, which are perceived as having a
higher value to the organization (and, in particular, to
the CEO and the leadership team). Despite
improvements through the implementation of modern
core financial applications that automate many
finance processes, most finance functions spend too
much time processing transactions: IBM Business
Consulting’s global 2005 CFO survey showed that

This document defines three priorities for
finance system investment through 2009. This

will help CFOs move the balance of finance
function activities from transaction processing to
higher-value-added strategic activities.

Key Findings

• Finance functions are seeking to transform
themselves from transaction processors into
strategic advisors to the business. 

• Finance functions have achieved some productivity
gains by implementing current-generation
ERP/financial accounting systems. However, their
transformation programs have stalled because
these systems have some limitations. 

• CFOs need to focus on three aspects of finance
systems to overcome this issue: streamlining
transaction processing through finance system
consolidation and shared services, implementing
CPM applications to deliver the functionality to
support strategic finance activities, and working
with IT to build consistency between financial and
nonfinancial data.

Predictions

• Midsize and large enterprises that do not
centralize finance systems and standardize
finance processes will incur higher operating and
compliance costs than those that do.

• CFOs who do not work with CIOs and IT to
address data quality issues will suffer from “multiple
versions of the truth” and will not be able to provide
effective strategic advice to the business.

Recommendations

• CFOs should plan for centralization and
standardization of core financial applications to
support shared services, to improve visibility of
financial data and to address governance issues.

• CFOs should define a road map to implement
corporate performance management (CPM)
applications to enable finance to play a more
strategic role in advising the CEO and senior
leadership team in managing the business. 
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finance departments spent 47% of their time on
transaction processing, down only 3% from 2003
levels (although this was 65% in 1999). This shows
that CFOs’ efforts to transform finance functions from
low-value transaction processors to high-value
strategic business advisors have stalled.

The same survey showed that, in 2005, finance
functions only spent 26% of their time on strategic
activities, such as decision support and performance
management, but that in three years CFOs hope this
will be around 40%. CFOs were comfortable that the
amount of time devoted to stewardship activities (27%
in 2005) was at about the right level, so their goal
remains to shift the balance of finance activities from
transaction processing to more-strategic activities.

Why Finance Transformation Has Stalled
The finance transformation journey is linked to the
evolution of finance systems. The reduction in
transaction processing from 65% in 1999 to 50% in
2003 can be attributed in large part to the
implementation of ERP systems in many
organizations. The core financial applications
(general ledger, accounts payable, accounts
receivable and fixed assets) in ERP suites from
vendors such as SAP, Oracle, PeopleSoft and
Lawson had matured to such a point that, by the
early 2000s, they offered functionality that exceeded
the capabilities of many best-of-breed vendors that
were popular in the 1990s. In particular, SAP and
Oracle had extended their coverage of international
accounting requirements sufficiently that their
financial applications could be implemented in a
single instance to support complex multinational
organizations, often as part of a broader ERP rollout.
This meant that the 1999 through 2003 period saw
implementation of finance systems that brought
productivity improvements to transaction processing
through increased automation and integration.
However, with many organizations having realized
the “low-hanging fruit” by implementing current-
generation financial applications, further gains have
been harder to come by since 2003. CFOs need to
look more to the structure of their finance functions

and finance processes to realize the next level of
productivity gains.

In addition, finance transformation has been held
back by the limitations of ERP systems. Although the
financial modules in ERP suites (and from the
remaining financial management vendors) can do a
good job of improving transaction-processing
efficiency, they have disappointed users in their ability
to provide support for more-strategic activities, such
as decision support and performance management.
This means that finance staff still relies heavily on
spreadsheets, file extracts and manual processes for
management reporting and for budgeting and
planning – Gartner estimates that between 50% and
60% of large organizations still use Excel for
budgeting and planning. These are labor-intensive
activities that also create governance issues due to
the high frequency of errors in spreadsheets and the
difficulty of reconciling spreadsheet data back to the
transaction sources. Part of the challenge is a “mind-
set” issue. Even when finance can free up resources
from transaction processing, many accountants
struggle to apply themselves to more-strategic
activities. As an example, when implementing
budgeting systems, many finance teams make the
mistake of simply replacing their Excel-based
systems instead of implementing driver-based
business planning systems.

Finance System Priorities to Support Finance
Transformation
Financial management systems play a crucial role in
enabling finance function transformation, and Gartner
recommends that CFOs focus on three areas to
ensure that their finance function can complete the
transformation from transaction processors to
strategic business advisors:

1. Streamline transaction processing. Although some
transaction-processing improvements have been
realized, more can be done in this area. CFOs
should attempt to centralize and standardize their
core financial applications if they have not already
done so. Moving to a modern financial application
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suite will provide the right foundation for more-
efficient transaction processing and, although
implementing a single-instance environment may
be challenging in a multinational organization, it
will provide a more stable foundation for future
growth, both organic and through merger-and-
acquisition activity. This strategy will also address
compliance issues. For example, organizations
affected by the Sarbanes-Oxley Act are finding
that a single-instance global finance system
supported by standardized global processes is an
effective way of achieving compliance.

If a centralized finance system is already in place,
CFOs should look at re-engineering finance
processes to deliver further productivity
improvements. CFOs should implement shared
service centers (SSCs) for some – or, preferably, all
– of their finance processes. Research sponsored by
Deloitte in April 2006 of 250 CFOs showed that only
27% had implemented any form of SSC and 40%
had not even considered it. Organizations that have
implemented SSCs are typically able to reduce the
cost of their finance function by between 25% and
35% and are also able to use the expertise
concentrated in SSCs to provide more value-added
support to the business.

As an example, Oracle implemented SSC on a
global basis and reduced the amount of time spent
on transaction processing by its general ledger team
from 60% to 20%, allowing the team to spend 15%
of its time on balance sheet management, a strategic
activity that had been a minimal part of their
workload before the move to SSC. However, if the
challenges of implementing SSCs are too great,
CFOs should consider outsourcing some or even all
of their finance processes to reduce the transaction-
processing burden.

2. Implement CPM applications. Many CFOs make
the mistake of assuming that implementation of
financial modules from an ERP or financial
management vendor will give them the ability to
support strategic finance activities, such as
decision support and budgeting, planning and
forecasting. This is not the case, because the
reporting capabilities of these systems are best-
suited to finance transaction reporting rather than

business-oriented management reporting, and the
general ledger is not the right system to use for
complex financial consolidation or for budgeting and
planning. Consequently, CFOs must plan for the
implementation of a number of CPM applications
during the next three years to provide the right
systems to support strategic finance activities. Even
if a finance team is able to reduce the amount of
time spent on “core” transaction processing (such
as paying invoices and processing journals),
without CPM applications they will still waste a lot of
time on manual activities – for example,
consolidating hundreds of individual spreadsheets
into an aggregated corporate budget. CFOs must
define a road map of the CPM applications they
need to support the ongoing transformation of
finance. Budgeting, planning and forecasting is an
obvious starting point for many organizations. Also,
implementation of CPM applications is an
opportunity for the finance function to undertake a
significant mind-set shift by thinking outside the
traditional finance boundaries and focusing on
solutions that help integrate performance
management across the business.

The IT organization also has an important role to play
in this area. Typically, IT manages the broader BI
strategy, and CPM applications have to dovetail with
this strategy. CIOs should, therefore, understand why
CPM applications may be needed in their
organization and proactively approach the finance
team to identify the status of any deployment. If
finance is at the early stages of a CPM project, IT
can help shape its thinking so that the CPM initiative
complements the BI strategy rather than competes
with it. IT is generally not involved in CPM projects
until users have started product evaluations, and, by
that time, it is often too late to prevent another
application “silo” from being purchased.

3. Ensure consistency of financial and
nonfinancial data. As finance moves to the role
of strategic advisor to the business, it needs to
look at the business more holistically. This
means it must understand and identify the
factors that drive financial performance rather
than just viewing the business in financial
terms. Providing this insight means that
financial and nonfinancial data must be
accessed and reported in a consistent manner.
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This is a challenge in most organizations,
because traditionally there has been a
separation between finance data, enshrined in
financial applications with their own reporting
tools, and operational data (such as sales,
marketing and customer data), which is
commonly aggregated into some form of data
warehouse for reporting and analysis. Gartner
finds that many BI initiatives focus on providing
management information from operational data
and, although this often includes some
financial data, finance still maintains a
separate repository of more-detailed finance
data, creating a consistency gap between
financial and operational reporting. This is
confirmed by external surveys: in November
2005, a Deloitte survey showed that nearly
80% of organizations found that their decision
making was adversely affected by multiple
versions of the truth. CFOs too often have little
or no involvement in data quality issues:
Gartner’s own survey of 600 organizations
showed that the CFO was responsible for data
quality in only 10% of organizations.

Consequently, CFOs and CIOs need to work together
to develop a strategy that builds consistency between
financial and nonfinancial data and to build buy-in
with the rest of the management team. This will
impact application deployment and the underlying
information architecture, which will require strong
data integration capabilities to address this
requirement. This also requires CFOs to understand
broader BI initiatives and assess how these can be
linked with financial reporting needs and CPM
implementations. CPM applications can help create
this consistency, because they provide the
functionality needed by the finance team to support
strategic activities but sit outside the core financial
applications. This means they can access data not
only from finance systems, but also from other data
sources to create a consistent view of financial and
nonfinancial data. They can also share data with
other systems so that, for example, consolidated
financial data can be stored in an operationally
focused data warehouse to provide a financial view
alongside more-detailed operational data. However,
the information management infrastructure required

to support this environment can be complex and must
address data integration and data quality needs.
CFOs should, therefore, be wary of implementing
silos of CPM applications, because these must be
considered as part of a broader BI and performance
management framework.

Bottom Line
CFOs must continue to focus on improving the
efficiency and effectiveness of their finance
operations to deliver further productivity gains. CFOs
should plan for centralization and standardization of
core financial applications to support shared services
and also to improve visibility of financial data and
address governance issues. They should look to
implement CPM applications to enable finance to
play a more strategic role in advising the CEO and
senior leadership team in managing the business. At
the same time, CFOs need to gain a greater
understanding of how finance and operational data
should be managed to provide consistent and
reconcilable management reporting. This means that
they need to work closely with CIOs to understand
the broader BI and information management strategy
of the organization and ensure that financial
applications and CPM systems are an integral part of
this strategy. CIOs must be proactive in
understanding why CPM applications may be
needed and help shape finance’s thinking, rather
than finding out about a CPM initiative when the
users are already evaluating products.

Acronym Key and Glossary Terms
BI business intelligence
CPM corporate performance management
ERP enterprise resource planning
SSC shared service center


