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The 2010 IBM CFO Study is the fourth edition since 2003, and
builds upon our past primary research from 2005 and 2008

CFO Studies

The agile CFO
Acting on business insight

CFO Survey: Current state and future dire
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The Global CFO Study 2010 is the largest known study of its kind,
with over 1,900 participants

CFO Study 2010 Firmographics

Geography Enterprise Size (US$) Sector
. . . >$2008’ Others, 1% o
Asia Pacific, Americas, S$10B to L7 e <=$500MM, Public. 13% Communications,
>$5B to Industrial, Distribution.
$10B, 11% 25% 28
$501MM to 0
$1B, 15%
EMEA, >$1B to Financial Services, 20%
42% $5B, 28%
Title Scope of Role
BU / Program
Controller / ;
Treasurer, Country,
14% 27% Ertornrise
CFO / Deputy nterprise
CFO / Director, Global, 57%
78% Region,
11%
N =1,910

Source: IBM Institute for Business Value, The Global CFO Study 2010
Geography = Country of Company Headquarters
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CFOs are emerging with far more influence at the enterprise level.
Importance of Enterprise focused activities has increased in 5 years

Elevated Role of Finance

Role of Finance in Driving Decisions
Across the Enterprise

Enterprise cost reduction management

T T — AT

Selection of key performance indicators
PRENRRR—"— Ty, o
Capital asset management

P T,

Risk management

I AT oo

Prioritization of resource allocation
FE——_—_—_—_—— T
Strategic revenue planning

T ITT——————TTTTD

Business model innovation

PTTTTTTIII——— ey s

Information managament strategy

T AT

@ Advisor (e.g., provide analysis and insight) @ Decision Maker (2.g., create the plan)

Source: IBM Institute for Business Value, The Global CFO Study 2010
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Importance of Finance’s Enterprise
Focused Activities Over Time

. 85%
-

|‘|m
‘6]%

H
P
P
P
P
P
'

‘56%

'
' P
' P
' P
' P
! P
' P
! P
' P
I i
ﬂu E»
1 v
i H
i i

@ @

o3
)

, 73%
1109%

i | increase

0

® 2010
2005
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Measuring / Providing inputs  Driving enterprise  Supporting / Driving integration
Monitoring into enterprise  costreduction  managing / of information
business strategy mitigating across the
performance enterprise risk entarprise
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However, Finance needs to improve its effectiveness in order to
deliver on the enterprise agenda @) importance

. : Effectiveness
CFO Agenda: Importance vs. Effectiveness @
Rank Gap
DeveI_opnpg your people in the Finance 35%
organization
Executing continuous Finance process o
Core improvements 28%
Finance Strengthening compliance programs
s 16%
and internal controls
Driving Finance function cost reduction 9%
Driving mtegranon of information across 34%
the enterprise
o Providing inputs into enterprise strategy 28%
Enterp rse Supporting / managing / mitigating 26%
Focused enterprise risk
9 Measuring / monitoring business 3%
performance
e Driving enterprise cost reduction 21%
1 1 1 1 1 I I I I |
0% 20% 40% 60% 80% 100%

N = 1,834 Note: Executives asked: How important to your Finance organization are each of following areas of responsibility? and How effectively do you think your Finance organization

is performing in each of those areas? And Please rank your top 3. Importance defined as enterprises selecting [5] Critical and [4] on a 5-point scale where [5] Critical and [1]

Unimportant. Effectiveness defined as enterprises selecting [5] Very Effective Critical and [4] on a 5-point scale where [5] Very Effective and [1] Ineffective

Source: IBM Institute for Business Value, The Global CFO Study 2010
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Finance continues to struggle with structural complexity due to
Issues related to automation and standards

Finance Efficiency Challenges / Opportunities

Nearly 40% of Enterprises
produce financial metrics

manually (50% in Canada) Finance continues to

spend 50% of time on
transactional activities

Over 35% lack a common
reporting platform

Over 25% lack the
necessary common data
definitions and processes

Source: IBM Global Business Services, The Global CFO Study 2010
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The majority of enterprises are not able to effectively deliver
business insights

Business Insight Challenges / Opportunities

Almost 50% lack a

common planning platform 55% not satisfied with their

(61% in Canada) operational planning and
forecasting analytical capability
53% manually producing (60% in Canada)
operational metrics
(67% in Canada) 44% are poor to average

at anticipating external
forces (55% in Canada)

“I live in a data-free zone.”

CFO, Canadian Healthcare Provider

Source: IBM Global Business Services, The Global CFO Study 2010
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A broader enterprise focused role requires core Finance efficiency
be in place to reliably support business insight and decision making

Addressing the Broader Enterprise Focused Role of Finance

Demands on Finance Finance Capabilities
Needed

Help drive enterprise

cost reduction
Finance Efficiency

Improve access to and
reduce cost of capital

Support risk
management

Provide performance .
insight and anticipate Business Insight

Partner in strategy and
value creation

Source: IBM Institute for Business Value, The Global CFO Study 2010
© 2010 IBM Corporation
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Analysis of CFO responses against financial performance measures
identified correlations with enablers of efficiency and business insight

Business Insight
A

Finance Efficiency
AN

—

Finance Efficiency and Business Insight Enablers

Enabler

Corporate philosophy on

information standards

Common Finance data
definitions and data governance

Standard Financial chart of
accounts

Standard / common Finance
processes

Analytical capability (operational
planning and forecasting)?!

People / talent (effectiveness of
developing people in Finance)

Technology (deployment of a
common planning platform)

1 Also analyzed Scenario Planning, Predictive Analytics
Source: IBM Institute for Business Value, The Global CFO Study 2010
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Low

Do not see any value in
enterprise-wide standards

Not adopted

Not adopted

Not adopted

Not deployed

Ineffective

Not deployed

» High
Enterprise-wide standards
mandated for all business units
and enforced
Enterprise-wide > 75%

Enterprise-wide > 75%

Enterprise-wide > 75%

Satisfactory analytical capability
Effective people / talent

Deployed to a large extent

© 2010 IBM Corporation



The Study framework builds upon past primary research and
explores two dimensions in greater depth

Finance Efficiency and Business Insight

A
High
@ Scorekeepers
Corporate * Data recording
plr::flgrsrslg:)o/r? : * Controllership

standards

* Multiple versions of the “truth”

Standard
Chart of -
Accounts FI

@ Disciplined Operators
* Finance operations focused
* Information provision
* Performance interpretation

Effi

Standard
data
definitions

@ Constrained Advisors
* Analytics focused
* Sub-optimal execution
* Fragmented data

Standard

processes

Low

@ Valueintegrators
* Performance optimization
* Predictive insights
* Enterprise risk management

Finance * Business decision making
talent planning

Operational
planning and

forecasting

capability development platform

Source: IBM Institute for Business Value, The Global CFO Study 2010
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Value Integrators excel in both efficiency and business insight, which
IS correlated to financial outperformance

Efficiency + Business Insight Contributes to Outperformance
. Value Integrators

> 20X 14.0% 49% 30%
more U70 more more . All other enterprises
12.1%

ROIC
5-year average, 2004-2008

Revenue
5-year CAGR, 2004-2008

i Value Integrators also have an almost
20% better operating efficiency ratio than
all other companies examined.

EBITDA
5-year CAGR, 2004-2008

Revenue Growth: N = 580; EBITDA: N = 531; ROIC: N = 501;
Source: IBM Institute for Business Value, The Global CFO Study 2010
© 2010 IBM Corporation
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Those that excel in both efficiency and business insight are more
effective than those who excel in only one dimension

Effectiveness Across the Full CFO Agenda

B Vvalue Integrators

Disciplined jf Constrained Value A Constrained Advisors
Operators Advisors Integrators o Disciplined Operators
19% Better 33% Better 59% Better Scorekeepers

Driving integration of information across
the enterprise

Measuring / monitoring business
performance

Developing your people in the Finance
organization

Providing inputs into enterprise strategy

Executing continuous Finance process
improvements

Supporting / managing / mitigating
enterprise risk

Driving Finance function cost reduction

Driving enterprise cost reduction

Strengthening compliance programs
and internal controls

0% 20% 40% 60% 80% 100% 120% 140%

Percent more effective than baseline

N = 1,454 to 1,469
Source: IBM Institute for Business Value, The Global CFO Study 2008, 2010
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Value Integrators drive broader improvements in data and
analytics, process, and technology

What do Value Integrators do differently?

% More

Data and Streamlined information delivery 32%
Analytics

Electronic data capture at the source 35%

Systematic data cleansing and auditing 31%

Business Risks in Performance Reporting 2204

Process Employed Functional Best Practices 31%

Utilized automated workflow tools 25%

Measurement & monitoring of processes o 41%

Technolog Common reporting platform 31%

Common planning platform 22%

I | I | T | T T T 1
0% 20% 40% 60% 80% 100%

Source: IBM Institute for Business Value, The Global CFO Study 2010
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Percent Adopted

® Disciplined Operators
A Constrained Advisors

B value Integrators
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To evolve your Finance profile to higher capability, we recommend
that you identify and address performance gaps

High efficiency enabled by process
and Finance data standards 4
suggests Disciplined Operators High
focus on maturing business insight

and partnering capabilities

Finance
Efficiency

Scorekeepers can attempt a direct

path to become Value Integrators.

This will involve establishing

Finance efficiency while Low

The Path Forward

[
»

simultaneously building business
insight capabilities. Alternatively, a
staged approach can also be done

Source: IBM Institute for Business Value, The Global CFO Study 2010
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Low

Business Insight

‘ Value Integrators

ﬁ: Constrained Advisors

@ Disciplined Operators
Scorekeepers

High

Value Integrators can maintain
their advantage through a program
of continuous improvement to
sustain capabilities and value

Constrained Advisors have good
business insight, constrained by
structural complexity, therefore
address process and data
standards to improve efficiency,
accuracy and speed

© 2010 IBM Corporation



To identify the gaps, you need to ask if you are leveraging the
enablers and accelerators to become a Value Integrator

Becoming a Value Integrator
/Seek the proper balance of
skills and capabilities for
People 4 44 ' P

Finance transactional,

control/risk and decision
Data & Analytics

Drive financial and non-
financial data commonality
and integrate information

across the enterprise

support

Use alternative Finance
process delivery models to
accelerate standards and
improve Finance decision
support

<21 Operating Model
[ B |

Process Technology

Drive Finance process
commonality and use
process ownership to
accelerate standards

Leverage common Finance
applications to accelerate
standards and use proper
analytics technology

Source: IBM Institute for Business Value, The Global CFO Study 2010
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Specifically, what is your enterprise culture and how does your
Finance organization address the five transformation categories?

18

Identifying Performance Gaps

How do you drive Have you optimized Have you simplified Have you used Does your Finance
the integration of your Finance your enabling alternative delivery organization have
information across processes? systems? models for the talent to provide
the enterprise? transactional forward-looking
How can you Do you have the L .
. . activities? Control / insight?
Do you have the increase efficiency, necessary . .
o ) . risk activities?
insight to drive control costs and technology to drive .
. e Decision support
performance improve insight? o
: - activities?
improvement productivity?

beyond Finance?
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