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EXECUTIVE SUMMARY

As if being in the grip of a global economic recession weren't enough of a chal-
lenge, companies are facing added barriers to competitiveness. Some apply

to the entire enterprise, such as increasing effectiveness while reducing costs.
Others are specifically within the power of the Controller’s organization to
influence, such as responding to the need for more robust and operationally
focused management reporting. By rethinking their Service Delivery Model
and selectively applying the best practices that will optimize specific aspects of
that model, Controllers can create a plan of action to strengthen the function at
the same time that they support the goals of the enterprise as a whole.

S1TUATION UPDATE

In an era marked by historic levels of volatility, the pressure on companies to
ensure adequate and proper financial controls is higher than ever. Yet, given the
current economic environment, this goal must be accomplished at the lowest
possible cost. A challenge even in the best of times, this dual mandate has become
even more difficult due to additional factors, such as management’s need for
faster preparation of reports and ever-stricter financial reporting requirements
and regulations. The Controller’s job is further complicated by the need to make
major decisions about technology and sourcing.

The likelihood of a slow economic recovery makes it essential to shape the
Controller’s organization in a way that will help companies be competitive within
the context of an increasingly competitive global operating environment. As

a result of the pressures faced, Controllers — and the entire finance function —

should rethink their Service Delivery Model (Fig. 1).
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FIG. 1 Controllers are facing a host of challenges that are forcing them to revisit their
Service Delivery Model
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FIG. 2 Controllership process cost Source: The Hackett Group, 2009

as a percent of revenue, 2009
0.17% THE BEsT PRACTICES OF TOP-PERFORMING CONTROLLERSHIPS

While the cost of the overall finance function continues to drop, there are many
areas in which most Controller’s organizations still have room to make improve-
ments that will free resources for high-value activities.” Based on its proprietary
database of the best practices of over 2,000 companies, The Hackett Group has
identified seven specific actions being taken by top-performing organizations
that increase their performance, funded by improvements in the function’s opera-
Peer Group World-Class tional efﬁciency.

Source: The Hackett Group, 2009

For example, at world-class companies, carrying out controllership activities

FIG. 3 Number of controllership FTEs costs 41% less and requires 45% fewer FTEs than at companies in the peer
per US$ billion of revenue, 2009 group (Figs. 2, 3). Processes are so streamlined through simplification and auto-
20.5 mation that 14% of these organizations completely close their books in fewer

than 4 days (Fig. 4). The process costs and staff liberated from this time-con-
suming activity can be redirected in ways that deliver greater effectiveness.

A Houistic APPROACH TO IMPROVEMENT PROVIDES THE BEST
REsurrs

Peer Group  World-Class Each of the seven initiatives discussed in this analysis, if supported appropri-

ately by enablers such as people and technology, will in itself provide benefits

S : The Hackett Gi , 2009 . . . .
ourees The Hackett o if deployed. However, a coordinated approach is optimal, and best accom-

FIG. 4 Percent of world-class companies plished with a clear Service Delivery Model, which is a road map for deter-
that close their books in four days mining what services get executed where, how and by whom. Many leading-
or less, 2009 & ‘ gete > A : Y '8
14% edge controlling organizations are selecting and adopting best practices with
an eye toward how they can optimize the different facets of their Service
5% Delivery Model (Fig. 5).
<3 days <4 days " In Hackett’s process taxonomy, Controller activities include Cash Disbursements (accounts payable; travel and expenses),
Revenue Cycle (credit; customer billing; collections; cash application); and Accounting and External Reporting (fixed
Source: The Hackett Group, 2009 assets; inter-company accounting; general ledger accounting; cost accounting; and cxternal reporting).
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FIG. 5 Top-performing controllership organizations are adopting the best practices that optimize their Service Delivery Model
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e Automated standard reporting enabled by self-service “pull” reporting.

Common ledger platform integrated with sub-systems and data
warehouse.

e Formal career development and job rotation programs.

e C(learly defined roles and responsibilities established for all controllership functions.

e (learly defined and executed performance management process, including feedback .
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e Standardized chart of accounts utilized company-wide, coupled with
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“Thin ledger” containing summary-level financial information
supported by integrated sub-systems and data warehouse.

Source: The Hackett Group

SEVEN AcTIONS TO TAKE Now

The Hackett Group has identified seven actions that controllers can take in the
short to medium-term that leverage existing enablers and deliver greater effective-

ness while reducing costs. The initiatives will also position the Controller’s orga-
nization to help improve the financial health of the entire enterprise.

FIG. 6 Percent of business performance 1.

reports generated from a central data

repository versus the general ledger, 2009
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Source: The Hackett Group, 2009

4.

Rationalize management reporting volumes, automate standard report-
ing and enable self-service “pull” reporting; rationalize the chart of
accounts and leverage the company’s data warehouse (Fig. 6). Stream-
lined management reporting volumes and processes allow the Controller’s
organization to focus more on interpretation and analysis.

Centralize account reconciliations and leverage risk profile assessments,
technology; conduct peer reviews to reduce cost and improve perfor-
mance. This improves the efficiency and effectiveness of financial reporting
control and the safeguarding of assets.

Identify key business drivers and develop the organizational capability
to perform intra-month analysis on key P&L drivers. Key-driver busi-
ness management and early analysis enable the enterprise to take correc-
tive action sooner.

Reverse-engineer the close process to identify information dependencies,
workload bottlenecks and opportunities for leverage; perform root-cause
analysis on manual entries to identify upstream issues. A streamlined close
process is an indicator of efficient transactional and financial processes and
enables the Controller’s organization to focus on more value-added activities.
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Defining G&A Service
Delivery Strategy and
Model

The G&A Service Delivery Strategy

is defined as an organization’s
strategic plan, Service Delivery
Model, and transformation
capability and road map for the
delivery of general and adminis-
trative services. The G&A Service
Delivery Strategy defines what
work gets executed where, how
and by whom.

The G&A Service Delivery Model
is an integral part of the strategy
and includes the organizational
model, technology platforms,
function sourcing model, service
placement strategy, end-to-end
process design, governance model
and talent strategies needed to
deliver G&A services efficiently
and effectively.

Service placement, process sourc-
ing and organizational modeling
are particularly critical compo-
nents of the Service Delivery
Model, defining which G&A
processes are executed at the cor-
porate, business unit, self-service
and leveraged services (Global
Business Services) level.

5. Implement and enforce standardized materiality levels and related best
practices. Minimizes the need for spot judgments and enables greater
control and easier compliance.

6. Automate processes supporting DSO (e.g., billing and cash application) and
invest in tools and processes to boost collection effectiveness; improve com-
pleteness, accuracy and timeliness of operational and financial cash reporting.
Contributes to working capital creation and the effectiveness of cash-flow
decision making.

7. Identify shadow processes and process remnants and consolidate these into
a leveraged services organization, such as Global Business Services. Enables
greater process leverage enterprise wide and eliminates duplicative efforts.

STRATEGIC IMPLICATIONS

The global economy has sustained a traumatic shock. Irrespective of when the it
recovers, Controllers and their organizations must make sure they are improving
their capabilities in activities that will help them be as efficient and effective as
possible, both now and when better times return.

Ata minimum, they should focus on lowering the costs of their routine opera-
tional activities and driving effectiveness through a holistic approach to service
delivery. However, when identifying savings opportunities, rather than make
across the board cuts that may actually impair effectiveness, they should model
their actions on the proven best practices of top performers.

The specific actions described in this analysis will help them create a plan of action, one
whose priorities are aligned with and support those of the enterprise as a whole.

RELATED HACKETT RESEARCH

“Without the Appropriate G&A Service Delivery Strategy, Companies’ Ability To Be
Truly Optimized Is Lost,” May 2009

“Global Business Services: More Than a Name Change,” May 2009

“Economic Cirisis Is Accelerating Globalization of G&A Processes,” December 2008
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