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AFP Guide to: How to Shorten the Budget Cycle
At the center of every financial planning and analysis (FP&A) team lies the budgeting
process, supporting an organization by establishing and analyzing figures based on
ever-changing assumptions.
Financial professionals have traditionally spent months establishing and tracking their
budgets, and then monitoring the company’s activity in comparison to goals set even further
back. However, the modern lens for the budget process is much less static—it’s more like
tracking a moving target.
The ability for FP&A teams to keep up with changing assumptions and adopt new
methodologies is becoming increasingly critical for the long-term success of an organization.
With this in mind, Workiva is pleased to sponsor the AFP Guide to: How to Shorten the
Budget Cycle from the Association for Financial Professionals (AFP).
This guide identifies the struggles organizations face with traditional budget processes, the
steps to implement a new methodology, and the best practices to get started. It also provides
real-world examples of how FP&A teams are progressively challenging the status quo to keep
up with changing environments.
As FP&A teams explore ways to shorten the budget cycle, it’s crucial to keep the following
top of mind:
• Be dynamic. An organization’s budget is constantly influenced by external factors, and
capturing that data is no simple task. It’s necessary for finance teams to maintain a
budgeting process that is flexible and reactive to change.
• Be strategic. Organizations establish budgets using a top-down approach, aligning
budget figures and allocations based on the strategic direction of the organization. FP&A
teams are realigning their methodology to match.
• Adopt new technologies. The traditional budgeting process is becoming a roadblock
for success. It burdens FP&A teams with massive amounts of manual work that carries
a high risk for error. Identifying solutions to support a dynamic, future-looking budget
process is key.
Budgeting standards are changing, challenging finance professionals to deliver data and
reports that are flexible while maintaining the stability of a traditional budget. It’s important
to examine how other organizations are working to achieve budgeting success and to begin
adopting best practices and more effective technologies.

Joseph Howell
Co-Founder, Executive Vice President of Strategic Initiatives
Workiva
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Executive Summary
Dissatisfaction with the budget process has become a
common theme across companies. A 2014 survey by
the American Product and Quality Center (APQC)
found that nearly 40 percent of respondents find the
budgeting process somewhat valuable but in need of
improvement. An additional 25 percent responded
that the budgeting process produces an obsolete result
(see chart on page 7, Vision and alignment: Which
statement best describes the value that comes from
your organization’s approach to annual budgeting?)
The survey results reflect the general sense that
the annual budget is losing traction. The process
often takes months, and its outcome is out of date
before the fiscal year starts. FP&A professionals are
frustrated with how long the process takes and the
amount of resources it consumes, which means valuable time is not being spent on tasks and projects
they deem more important. If the outcome were
tremendously helpful, it might be worth it. But it’s
hard to find a practitioner or an expert who still
believes that the static 12-month budget has much
merit in a fast-changing world.
Internal changes and shifting macroeconomic and
competitive environments mean companies need to
be more agile in reacting to emergent conditions.
Just sticking to the budget won’t produce outstanding performance. What complicates matters is the
fact that, at large organizations, budget targets are
often the basis of compensation plans. Inputs are
biased — to affect targets — and when targets are
missed, even for uncontrollable reasons, managers
are hurt. The entire budgeting process is fraught
with emotion and politics and is deeply ingrained
in the psyche of an organization. That’s in large part
why it’s so hard to change the process, even if everyone seems to agree that it’s outlived its use.
“I believe that budgeting is one area where com-
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panies could waste a tremendous amount of time for
very little value, if objectives and timelines are not
clearly defined,” said Tom Woods, a seasoned FP&A
professional now working at a large bank. “There’s
one thing [everyone] knows about budgeting: that
it’s wrong as soon as it’s done. The world changes,
and by the time the budget is final, the assumptions
are likely obsolete. The question should always be:
Why are we doing budgeting in the first place? My
experience is that by Q1, you’re reviewing variance
against budget, and by Q3 and Q4 the budget variance is not relevant.”
There are those, such as the Beyond Budgeting
Institute, who advocate tossing the annual budgeting process out altogether — and they make a valid
argument. But the management and culture of many
companies is not prepared to rid itself of the process
altogether, and others need to present a budget for
external reasons. That doesn’t mean the process can’t be
improved, shortened, and made more efficient. There
are steps companies can take that will lead to a reduced
cycle time and a greater value in the end product.
“The question [we need to ask] is: How do best
practices help organizations shorten the [budget] cycle
time, and even more so, at the end of the day, turn the
annual planning exercise into a value-added activity
that aligns the organization to its strategic goals and
objectives, establishes tactical operational plans in support of the strategy, and produces a robust financial
plan that helps steer the course of the organization,”
said Philip Peck, vice president at Peloton, an enterprise performance management, business analytics
and information management consulting firm.
In this guide, we’ll discuss frustration over the status
quo, who’s instigating change, and the many interim
fixes FP&A professionals can implement in order to
move toward a more value-added budget process.
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Introduction: The base line
Traditional budgets are falling out of favor. The process is seen
as a valueless and timeconsuming bureaucratic exercise. One
that produces a bunch of numbers that are often outdated as
soon as they’re locked in place, instead of as it was originally
intended: a financial plan designed to allocate corporate
resources in support of strategic objectives.
It’s important to start by clarifying what budgeting means,
according to Steve Morlidge, director at Satori Partners and
co-author (with Steve Player) of “Future Ready: How to
Master Business Forecasting.” “The classical budget is an annual process whereby goals are set and resources allocated,”
he said. “It usually becomes a contractual commitment
throughout the organization and the basis of measurement
of performance, which cannot be changed except with
expressed approval. In principle at least, every value in every
field in the budgeting agreement is fixed.”
That traditional type of budgeting is already on its
way out, according to Morlidge. “My view is that these
days very few companies use budgets in the old strict
form,” he said. “Increasingly, people change the budget
number and targets in reaction to changing circumstances. And more and more companies are moving away
from variance against budget as the most important measure of performance.” In the APQC survey, 44 percent

of respondents said they’re already practicing a continuous form of planning, indicating that there’s clearly a
shift away from the traditional budgeting processes.
According to Morlidge, the reason for this is that the
world changes too quickly to stick to the old way of doing
things. “People go through a semi-ritualistic process called
‘budgeting.’ It’s a process of looking ahead and putting
stakes in the ground,” he said. “But the traditional core
process doesn’t get adhered to anymore in that classic way
because things change. The real problem is that while the
classic budget is proving inadequate for most organizations, we are in limbo. A clearly articulated replacement
for budgeting doesn’t yet exist. It’s just got processes like
rolling forecasting layered on top of it to try to remedy its
most obvious defects.
“I think we’re searching for some coherent performancemanagement framework that can take the place of the
budgeting process,” he added. “The problem is that
budgeting is all encompassing and tied into planning
and other processes elsewhere in the business. It’s not
as straightforward as saying ‘let’s just stop doing it.’ It’s
intricately linked with other processes and with so many
stakeholders that it needs to be [replaced] gradually.”
According to recent research from The Hackett Group,
for many companies, the budgeting process takes much
longer than four months. Hackett’s data shows that the

Resource Allocation
Do you currently practice continuous planning and adjust resource allocations in response to
changing conditions?
50%

44%

41%

40%
30%
20%

15%

10%
0%

Yes
No
			

No, but plan to
in the next 12 to 18 months
N = 128

Source: APQC

2

©2015 Association for Financial Professionals, Inc. All Rights Reserved

www.AFPonline.org

AFP GUIDE: How to Shorten the Budget Cycle

Planning Event Definitions
World Class Profile of an Annual Plan
Attribute

Traditional Process

Best Practice for Dynamic Environment

Role of budget

A control tool

De-emphasized budget and culture of
trust rather than control

Integration with
business planning

Number aligned at high level
Initiatives often disjointed

Highly integrated with business planning,
driven by top-down targets

Cycle time

Slow planning
Cycle time > 120 days
Start in month 4 (Q2)

Fast planning
Cycle time < 70 days
Start in month 8 or 9

Approach

Bottom up

Middle-up, based on top-down targets
Leverages forecast process

Content/level of detail

Very detailed
Lacks materiality

Focused, lean budgets with
< 150 line items
Key drivers only/material items

Number of iterations

Many iterations to negotiate
budgets (5 or more)

Fast planning companies have fewer
iterations(<3) enabled through top
down targets

Allocation of effort

Majority of time (80+)
spend on data collection
and validation

< 50% spent on gathering and compiling
data enabling more time for thinking
about the future and reduces cycle time

Technology leverage

Spreadsheet based,
non-integrated

Integrated online budgeting application

Source: The Hackett Group

annual planning process takes about six months, whereas
world-class finance organizations take only 60-90 days.
“That’s a big difference,” said Jason Balogh, principal
of EPM transformation at The Hackett Group. One of
the key drivers influencing this big gap is the forecasting
process. While peers take 2-3 weeks to produce a monthly
or quarterly forecast, world-class companies get it done in
2-5 days.
For most companies, the planning process typically starts
in summer and ends at the end of the calendar year. FP&A
will often send out a set of guidelines mid-July: “Here are
some of the assumptions. Here are some of the key dates
data needs to be submitted, e.g., I need x by August, and y
by September. It’s very loosely defined. ‘Go out and begin
the process,’” said Balogh. Then the various parts of the organization, functions or business units go off and start building their budget from the bottom up. ”It’s done at a fairly
low level of detail,” said Balogh. “Often utilizing spreadsheet
technology, which while easy to structure, is open to error
and other problems.
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“It’s really up to the whim of that part of the business
as to how far they go in terms of granularity,” continued
Balogh. “Every dollar of spend that gets budgeted is
treated the same. Many functions in the organization begin the activity with spreadsheets, which then get rolled
up at the departmental or business-unit level. It [then]
goes through management review, where it gets adjusted
based on management perceptions of whether the assumptions are too aggressive or not aggressive enough.
After three months of this, the number gets to the corporate level, and then often gets pushed back down because
the numbers are not what management expected to
see or corporate doesn’t like them. That means another
turn of the wheel and doing it all over again. That’s how
the traditional budget gets built,” Balogh said. “It’s not
uncommon to see 4-5 iterations.”
Many people still think budgeting means collecting data
to be compared against the chart of accounts. But that’s not
its true purpose, according to Michael Coveney, managing
director of STW Consulting. “Budgeting is all about how to
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allocate the resources to achieve the mission of the organization, and that means aligning them with business processes.”
Companies need to ask themselves: What are our core
business processes? For most, those processes include:
1. How revenue is generated.
2. How products or services are delivered to customers.
3. How new products and services are developed.
4. How existing customers are supported.
Each of these core processes typically comprise of
linked activities that together produce outcomes through
which success can be measured, according to Coveney.
To ensure that these four processes function efficiently
and effectively, they will need to be supported by
finance, IT, HR, and so on. “As a consequence, budgeting is about ensuring an organization’s business processes

are adequately resourced to function. If all companies
do is budget the chart of accounts, they have no idea as
to whether [or not] they have been allocated to support
the right activities within each key process, and whether
the cost is ‘worth it,’” he said. “There’s a total disconnect
between how we’re going to operate and the budgets that
are now divorced from reality.”
“The biggest problem with the budget process is that
it’s an annual exercise, and then it’s put on the shelf,”
said Steve Player, managing partner of the Player Group,
North American program director of the Beyond Budgeting Roundtable (BBRT), and co-author of the book,
“Future Ready: How to Master Business Forecasting.” “If
you believe in planning, then the question is: Why don’t
you do it continuously?”

What sets top performers apart?
According to The Hackett Group’s research, the top quartile budget planners do a few things
that separate them from their peers.
• They set top-down targets. “They don’t just send out the request and see what comes
back,” Balogh said.
• They have a strategic planning process and work their way backwards to next year’s
targets. This sets the first level of guardrails, which can translate to asking the business
to plan for a certain level of return on invested capital. “The business unit then has a set
of targets that they need to work towards. It reduces the risk of repetitive cycles that
tend to be so time-consuming.”
• They get out of the atomic level of detail. Not every cost center gets treated the same.
Stagnant cost centers get fixed budgets. To the extent that they can, they also roll things
up, so instead of 1,000 of lines of detail, they drive toward 100. “The more details, the
more things need to be reviewed, the greater the opportunity for error and more complexity, and the longer the cycle time,” Balogh said.
• They use enabling technologies. World-class organizations are moving away from the
open architecture of a spreadsheet in favor of enabling technologies. The integrated
platform provides a set of global assumptions that apply to everyone and are already
embedded in the planning process. “This allows everyone to simply focus on how the assumptions impact their plan,” he said. “The data is seamlessly shared and rolled up to the
higher level. There is transparency of the assumptions and drivers.”
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Case study: A large manufacturer
A nine-month process
At a large manufacturing company, corporate FP&A sets
the timeline and develops all the templates to be used in
the budgeting process, according to the FP&A director.
“We work with our divisions and departments to establish some common guidelines in terms of key drivers for
the process, e.g., what should everyone assume for salary
increases, for materials cost increases, and [we] coordinate
all that effort,” he said.
Their process is very long, leading to what is described
as “continuous budgeting,” since the process spans nearly
the entire year. The company’s fiscal year begins October 1
and ends September 30, and the budget process kicks off
in February when FP&A establishes the timeline for the
next FY budget. “That’s the first step,” said the director.
“The final step, the board’s approval of the final budget,
does not happen until November, or nine months later.
For example, we began our FY 2015 on October 1, but
our board didn’t approve the final budget until the second
week of November 2014.
“We were a month and a half into the [fiscal] year
before the budget was officially approved,” said the
director. “That meant having to delay [the] start [of ]
certain initiatives because it was unclear whether we had
the go-ahead or not.”
The process for FP&A is ongoing. He’s already working on the budget timeline and materials for 2016. “For
me it’s a 13-14 month process. There’s no break; there’s
overlap,” he said. To a great extent, the deliverables in
the interim are driven by the timing of the company’s
board meetings, as the board approves various steps in the
process. “The board meeting schedule is really the driver
of our timing,” he said.
The process
After the initial timeline is issued in February, FP&A
provides further guidance on assumptions in April. By
May, it gets a preliminary, high-level view of the budget by
division. “It’s not a very detailed budget,” said the director.
“Rather, it’s a quarter-by-quarter overview of sales, the
capex plan, and operating expenses.” One of the reasons
there’s a timelapse between February and April is that the
budget process is intricately linked to the strategic planning process at this manufacturer. “Our businesses are de-
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veloping their key strategic initiatives in conjunction with
the budget,” he said. “That’s one of the positive aspects
of the process: the two processes are tightly linked.” That
long-range planning happens between February and April.
The five-year financial plan is submitted to corporate at
the end of April, with an early view of the budget a few
weeks later. The five-year plan and the budget are at very
different levels of detail, of course.
At the July board meeting, management presents the
overall five-year strategic plan to the board, along with the
five-year financial plan. About a week later, FP&A gets the
first detailed budget submission, which includes a detailed
income statement, balance sheet, cash flow, capex, and
headcount plan. “It’s pretty granular,” the director said.
Between the end of July and August, “there’s a lot of analysis
done of the budget at the corporate level, including preliminary target setting, in preparation for the September
board meeting, [which is] when the CFO presents a
preliminary budget to the board.
“Based on the board’s feedback,” he continued, “we
may go back to the divisions with updates, changes or
challenges to them, all in preparation for final approval
by the board in November.” That sometimes leads to new
iterations but not always. “There have been times that
the preliminary budget was prepared in July, updated in
August, and presented in September, and [then] updated
again in November. The board approved our budget last
week. Right now all of our divisions are updating their detailed budgets to align with targets approved by the board
and will submit those to us this week. By the first week of
December, we will have a final budget reporting package.”
This is where the long process becomes almost a continuous budgeting and resource allocation process. “If you
ask our CEO, he wants as much flexibility as possible for
as long as possible before we lock in the targets,” he said.
“He wants to be able to make changes to our plan, [in
order] to reflect changes in our markets, right up to the
weekend before the November board meeting. He likes
that longer timeline. While that consumes time, it also
means there’s flexibility built in.
“Historically, the board had approved the budget in
September, along with all the incentive plans,” he said.
“However, we’ve had situations where everything was
locked in September, and then a week later there was
a major change in one of our markets and the budget
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became obsolete before the year started, and everyone blew
through their incentive-plan targets,” he said. This way,
“it’s more of a continuous process.”
However, one improvement would be to complete
the process before the FY starts, in order to remove any
uncertainty for the first couple of months in terms of new
initiatives — which stalls progress.
Given the complexity of the process, the director would
like to have a more advanced planning tool to improve
on the Excel spreadsheets they currently use. “That would
certainly slice time off the process,” he said. “In the years
when we have had several iterations and updates, it’s been
taxing on our businesses.”

Case Study: Cooper, Gay, Swett
& Crawford (CGSC)
A three-month process
Cooper, Gay, Swett & Crawford (CGSC) is an international insurance and reinsurance broker, with 25 primary
reporting companies supporting its clients worldwide.
The CGSC budgeting process is handled by a traditional
approach, according to Timothy Green, head of financial
planning and analysis.
CGSC’s budgeting process starts in September when
Green meets with the CFO to go over the previous year’s
budget and determine what improvements need to be
implemented this year. Next, “my team and I develop
Excel submission templates based on last year, which build
on the new information requirements and improvements
for this year,” he said. Those templates, which include all
key requirements, form the basis of the current budget and
are sent out to the companies to complete, with a clear
timetable. The submissions start the process of creating the
budget, which will be delivered to the board at a meeting
in December.
Each template contains about 25 sheets, which include
about five sheets of numbers, including a high-level P&L,
balance sheet and cash flow. “There are more detailed
sheets, which go through costs, mostly to do with salaries
— a key cost driver for us — as well as T&E and other
costs, such as office, IT, insurance, etc., as well some intercompany charges,” he said.
The later section then allows for a free-flowing text portion in which subsidiary management can talk about what

6

is happening in the business with reference to the last few
years’ growth, and what they’re forecasting for the current
year and budgeting for next year.
Lastly, there’s a section in the report that allows FP&A
to explain the company’s marketplace strategy and the
risks the business is facing in regard to competitors, and/
or any foreseeable macro risks in the coming year and
what the company could do to minimize their impact.
The structure of the template is constant for all companies and cannot be altered by them. This is done to
ensure consistency of data and ease of consolidation.
The companies are given 6-7 weeks to complete their
individual template. Then, “group finance does the
preliminary review,” Green said. “There’s a wide range of
skills across the 25 organizations, so we need to ensure
there’s reasonableness in the submission, and [that] the
key variances are explained.”
The next step is to submit the 25 companies’ budgets
to the CEO, CFO, CAO, and CCO. Each company’s
leaders meet with the executives, either in person or via
a conference call, to discuss the numbers in a 1-2 hour
meeting that often produces changes to the numbers.
Following the meeting, local management sends in a
new template. “I then go through to ensure all changes
have been made. Once they’ve been done, the budget is
approved,” Green said. “When all the final submissions
are received by the head office, we consolidate the numbers to produce a group-wide picture, and pull out key
high-level pieces of information to form a story of where
we are, where we’re going to be, and our opportunities
and drivers. We look at trends across the group, [such as]
market conditions, and also large company/regional specific items which are driving the result. All P&L items are
consolidated into a system, but non-P&L items are held
and consolidated in Excel. As a global company with a
UK head office, there’s a lot of foreign exchange impacts,
transactional and translational, built into the budget, so
we do a lot of sensitivity analysis in terms of FX impact so
we know how it will affect the group.”
Their ability to keep the process down to a total of
three months is mainly due to the standardization of the
templates and having strict protections regarding the
use of macros in Excel, according to Green. In addition,
planning ahead saves time. “If we have restructuring or
new companies, we try to find out before the budget
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process, so that saves time and avoids delays,” he said.
“Senior management commit a lot of time to the budget
at end of October.”
That means companies need to start in September and
stick to the 6-7 week to fill out the first iteration. They
then have a week or so to make any changes needed after
the presentation. “Having strict deadlines and tracking of
submissions is critical,” Green said.
While the budget is considered fixed at that point, “we
do change it because of currency movement, as it’s based on
pre-established budget rates. We flex our budget monthly
based on actual exchange rates throughout the year to match
actual exchange rates,” Green said, “which forms the basis for
management to judge performance and compensation.”

Drivers of change
Internal and external drivers are bringing companies to the
realizations that a 12-month budget, which often takes six
months to create, does not mesh with today’s fast-moving
macroeconomic and competitive environments.
There are several factors that are making traditional
budgeting outdated, according to David Axson, managing
director of Finance and Enterprise Performance at Accenture.

“[Externally], there’s the unprecedented speed with
which things change,” Axson said. “The impact of material events in the world is making it difficult to have good
and detailed visibility into what things would look like a
year down the road. In addition, every company is now
a global company. As a result, events in the Ukraine or
South America now have an impact on companies everywhere. This makes it very difficult for companies to make
assumptions about the future. Companies are susceptible
to change and instability.
“Internally, there’s rising tide of frustration with the
traditional budgeting process. Budgets tend to take too
long to develop and be too detailed, which can contribute
to them being outdated shortly after they are created.” In
the APQC survey, a mere 6 percent of respondents said
the level of detail in their budgets was highly appropriate.
(See APQC chart below)
Plus, according to Axson, all organizations are now
dealing with a rising level of complexity in terms of products, selling channels, competition, and keeping pace with
the global marketplace. “How you budget is much more
complex now than it was in the old days when you dealt
with a national market that generally didn’t change very
quickly,” Axson said. “The traditional single view of the
future is becoming less and less useful for organizations.

Vision and Alignment
Which statement best describes the value that comes from your organization’s approach to
annual budgeting?

40%

37%

30%

25%

20%

17%

13%

10%
0%

Valuable, but
Somewhat
the approach
valuable, but
needs
the annual
improvement
budget quickly
		
becomes
		
obsolete

Very valuable
because we use
the budget as a
guide, not an
absolute baseline
measure

Valuable for
senior
management
only

5%

4%

Not valuable;
a waste of
time and
energy

Other

N = 128

Source: APQC
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All it does is create the need to constantly explain why
the assumptions made a year ago were incorrect, and why
there’s variance between the actual and the budget. This
can lead to frustration and a loss of focus on how best to
react to changes in the marketplace.”
According to Balogh, looking for ways to improve the
process dates back to the economic crisis of 2008. “As
the bottom was falling out of the economy, not only was
the budget completely obsolete, but there was enormous
pressure placed on FP&A in the middle of the year,” he
said. Management needed a new forecast because everything was changing so quickly. “Leadership needed to
be informed and make decisions on how to resize the
company.” According to Balogh, FP&A function went
through an enormous amount of pain. “The way they
traditionally budget and forecast, taking six months and

multiple iterations, was vastly inadequate and incredibly
slow compared to what executives needed. It opened a
lot of business leaders’ eyes [to the fact] that the function needs to go through a transformation,” Balogh said.
“We’ve stabilized since, but we haven’t forgotten the pain
FP&A went though, and how we need to take them to a
different level of capability.”
“I think there’s far greater realization that today’s
environment makes traditional budgeting a nightmare,”
Player said. “There’s a reason most people think it’s a huge
waste of time. The budget plan is often out of date before
the plan year begins. The process is fundamentally broken
because it’s based on the notion that you can accurately
predict what’s going to happen in the future.” That’s rarely
true. “You can have ranges of possibilities and drivers of
the forecast, but actual results can vary widely,” he said.

Shifting technologies
What’s frustrating to many companies about the current budgeting process is first and foremost the amount spent on reducing the risk of error and the manual effort involved, according to Paul Turner, vice president of strategy at Adaptive Planning, a cloud solution company.
Companies are using traditional spreadsheet-based budgeting and planning tools, which
means FP&A managers may get budget sheets to enter from as many as 100 different cost
centers. By spending most of its time rolling up and checking numbers, FP&A doesn’t have
the time to do the value-add analysis that it should, according to Turner. “There’s no time for
discussion and dialogue with management as to what it means,” he said.
“When you look at budgeting and planning processes, you don’t want to use standalone
spreadsheets. There’s data quality issues, such as who has the correct spreadsheet. Your
highly skilled and paid resources are spending the bulk of their time aggregating data, and
there’s no process and limited participation, which fosters gaming,” said David Williams, head
of product marketing for SAP’s Solutions for Enterprise Performance Management.
“Classic budgeting tends to be more of a static, rearview-looking process when it needs
to be more of a forward-looking, dynamic process,” Williams said. “You have to go beyond
that historical view to be able to simulate multiple scenarios, decide on a course of action,
and adjust. For example, what if we drop the budgeted marketing campaign, or what if
we accelerate the introduction of a new product? How will it affect our P&L? There are too
many variables to just plan to the wall and say we’re done for the year. There’s a better
process, and you need the right technology to support that process,” he said. Still, “It’s
important to remember that even if you replace your spreadsheet with a new technology
system, that’s still not going to fix the process,” cautioned Coveney. “Instead, you’ll just make
a bad process more efficient, and what use is that?”
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For example, if a company is driven by demographics,
you can project trends in demographics and how it would
affect its business. “Even though there’s rapid change in
the market, there are some pragmatic drivers you can
track,” Player said. “You can have some understanding of
the range of possibilities.”
It’s impossible to be able to say with certainty what’s
going to happen in the future, yet management teams do,
and then lock performance plans against it, according to
Player. “The more you think about it, the more you begin
to understand how ludicrous it is,” he said.

How to fix the broken process
Tossing the budget away altogether is not realistic for
most companies. But there are steps they can take to
improve the process and make it less time-consuming and
more productive. One trick is to break down the process
into six components and work on each separately, according to Morlidge.

The six steps of budgeting
1. Choose benchmarks.
2. Decouple targeting and
reward-setting processes.
3. Improve forecasting.
4. Continuously allocate resources.
5. Get rid of variance analysis.
6. Sync the processes using
new technologies.

Morlidge advises companies to look at each step independently. “In a conventional budgeting process, these six
are collapsed into one monolithic process. Going forward,
we should be looking to accomplish each of these tasks
in a different way as part of a performance management
system that is less tightly coupled,” Morlidge said.
Step 1: Choose benchmarks. Targeting is a good
place to start. “You don’t need to have a bottom-up,
highly granular process to set targets,” said Morlidge,
“because the world is in constant flux and there is no
such thing as a ‘correct’ target, we should ideally choose
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targets using a reference benchmark like year-over-year
improvement, which doesn’t require constant recalibration,” Morlidge said.
Step 2: Decouple targeting and reward-setting
processes. That’s a very sensitive area since targets and
compensation are often tied together. “When this happens,
it becomes a negotiation about individuals’ reward packages
by implication,” Morlidge said. “What you’re trying to do
is set aspirational targets and negotiate compensation that’s
achievable and objectives that are inherently contradictory.”
The key is to decouple the targeting and reward-setting
processes. According to Morlidge, that’s critical. By decoupling the two, you reduce the amount of work significantly
because there isn’t the “to and froing” associated with a
negotiation, and it helps to depoliticize the process.
Many experts agree that decoupling compensation and
budget is a very important step toward changing the culture. “If you grew 10 percent, but your competitors grew
20 percent, did you really do a good job?” Axson asked.
Meanwhile, “if you grew 5 percent and your competitors
lost money, you may not get a bonus but you actually
performed very well.” He recommended tying bonuses to
two things: absolute performance vs. last year and performance relative to the market place, i.e., did you under- or
out-perform your competition. The biggest bonuses
should be for those years where there’s absolute growth vs.
last year and the company outperformed its competition.
“I’m seeing a lot of companies moving their compensation
away from the budget,” Axson said. “Compensation is the
biggest obstacle to changing the mindset. People manage
their behavior to what drives their compensation.”
Step 3: Improve forecasting. “Once you find a different way to set targets, this frees up the planning process
since it is no longer part of a negotiation process. In
particular, I find that it is a key success factor for forecasting properly,” Morlidge said. “The target is an aspiration.
The forecast is the expectation. Although we would hope
to bring them together, there’s likely to be a gap between
the two. And it is the recognition that there is a gap that
stimulates decision-making,” he said.
Most organizations are not ready to throw away the
traditional budget and live on the rolling forecast alone,
according to Peck. However, they can use that rolling
forecast to “seed” the annual budget by utilizing the latest
rolling forecast to populate many aspects of the budget
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by leveraging the most recent set of driver-based external,
operational, and financial assumptions it requires. Again,
that saves a lot of time and resources. “You’ve already completed a significant amount of the planning and analysis,”
Peck said, “but it still allows you to have that 12-month
window, which you may need for external and statutory
reporting and other internal performance management
needs.” He added that the rolling forecast “accelerates the
budget cycle and minimizes the time and effort it takes to
both initiate and complete the budget process.”
Axson agreed. “While concepts like continuous planning
and beyond budgeting are attractive, public companies will
always have the requirement to develop a budget. That’s
never going to go away,” Axson said. “I prefer to think of
continuous forecasting vs. budgeting. Budgeting is just a
frame of reference. This is what we think the future will look
like. Forecasting describes how that view changes based on
what’s actually happening.” He thinks of the budget as more
aspirational and the forecast as more rational.
Step 4: Continuously allocate resources. Another
highly politicized area of the budget is resource allocation.
In the traditional process, business units and departments
try to negotiate the biggest budget and hold onto it until
the next budget cycle. “From a business perspective,
companies should make continuous resource allocation decisions based on the opportunities and threats that present
themselves,” Morlidge said. “Resource allocation should be
a continuous process, which enables management to steer
the business. That means not locking in the resources once
a year but making periodic allocations decisions and making adjustments based on changing market conditions thus
promoting agility.” Just how often depends on the nature
of the business. Some businesses have short product cycles,
e.g., fashion. They may need to reallocate more frequently,
whereas energy companies may only need to review their
resource allocation plans every 12 months.
In many organizations, resource allocation and capital
planning activities are tied to the budgeting process and done
once a year. “That’s the only time the bank teller window is
open,” Peck explained. That seems arbitrary versus a byproduct of a continuous dynamic resource allocation process that
keeps up with business changes, according to Peck. “Best
practice is to constantly revisit the investment and capital
portfolio to see where you are, and whether you’re meeting
strategic and tactical targets and looking at opportunities to
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optimize your initiatives and investments across the entire
enterprise portfolio,” Peck said. If resource allocation is
handcuffed to the budget, “there is significant risk of missing
opportunities, continuing to fund and resource sub-optimal
initiatives and projects and deliver disappointing and potentially unexpected financial results.”
Step 5: Get rid of variance analysis. Measurement is
the fifth element of the process. “If you’re using conventional variance analysis, you need a very detailed plan
to start with, which makes the budgeting process more
burdensome. You find the absurd situation where companies do detailed budgeting because it serves as the raw
material for variance analysis, not because they are needed
for running the business,” Morlidge said. “That’s the tail
wagging the dog.” With variance analysis, “all we’re doing
is comparing actual with a guess made 12 months before,”
he said. “That tells you more about the quality of the
guess than it does the performance of the business.” When
companies dispense with variance analysis, it reduces the
need to create very detailed budgeting, saving resources
and time. “Even if you decide you want to keep an annual
cycle, it takes away a lot of the detail.”
Step 6: Sync the processes using new technologies.
In the old days, budgets had an important role. The budget ensured that all the disparate parts of the organization
worked as a whole. That was before information technology allowed for that sort of coordination on a daily basis.
These days, “we have the tools to allow the business to
coordinate in far more dynamic ways,” Morlidge said.
“The way to speed up the budgeting process is to stop
budgeting in the way people have traditionally done it,”
Morlidge said. By attacking each component separately,
companies can gradually move away from the traditional
process and into a more dynamic process that takes less
resources and results in better planning. “Because each of the
individual functions traditionally served by budgeting can
be done in different ways, the whole process will be less resource intensive and more in tune with the needs of modern
business, which is to remain responsive to the marketplace,”
Morlidge said. “At some point we may stop budgeting
altogether,” he said. “I think the intellectual argument has
been won, but it’s going to take time to get over the inertia
of the system. Not everyone has done the preparatory work
they need to be able to get this all together, but as far as I am
concerned, conventional budgeting is already dead.”
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Checklist: More ways to improve
Other experts and practitioners offered
the following advice:
• Consider the timing and purpose. “What you tend to
see if you lay out all the planning events across the year,
is that it’s usually very full,” Balogh said. “Every planning
event takes an enormous amount of time.” First and foremost, “companies should ask how often they need to build
plans and for what purpose,” he said.
“The first thing I ask any organization wanting to improve their budget process is: What’s the purpose of the
budget?” said Coveney. “If management can’t answer,
alarm bells go off. If the purpose is to implement the
strategic plan, the budget template should be able to tell
me what the strategy is. If that’s not obvious, then for
many managers budgeting is now just about collecting
numbers, which would be later used to attack them.”
• Split it in two. Coveney recommends splitting the process
into two parts: “business as usual” and “strategic initiatives.” With the latter, the focus would be on introducing
new business processes or changing existing ones. This
way management can ensure that the right resources are
allocated to business initiatives, which will give them a
realistic chance of being implemented.
• Seek better systems. It’s no secret that many organizations still rely on spreadsheets to run their planning,
budgeting, and forecasting processes. “Lacking a
robust information architecture that provides a single
version of the truth supporting planning, budgeting,
and reporting needs, many organizations predominately live with just Excel and spend inordinate amounts
of time on data collection, aggregation, transformation, and reconciliation where the activities are heavily
manual, error prone, and very time-consuming,” said
Peck. ”Even if you’re finally able to pull together the
consolidated budget, the iterative review cycle and
typical resultant changes in the assumptions force you
to go back to the beginning and start an entire reworking process.” Without the right enabling technology,
“That can take weeks not minutes.”
• Understand the link. It’s important to remember that
the budget is only one step in the overall planning
process. “You have to understand the interconnections
between all these steps. The key is to reward people

www.AFPonline.org

for the behaviors you want to encourage. According
to Balogh, companies should integrate the planning
calendar. “There are planning events throughout the
year. It’s useful to integrate at key points with dates
and responsibilities. It’s a simple solution in many
cases,” he said.
The budgeting process doesn’t happen in isolation,
according to Peck. It needs to be an integral part of
the overall planning approach of the company, which
starts with the strategic plan that clearly sets the direction
and overall goals and objectives. These overarching goals
need to be translated into the operational world, in
the form of key tactical initiatives, capital
investments, where to drive efficiencies and improve
expenses, etc. It’s only then that companies get into
the more detailed financial plan and budgeting process. “The budgeting is a manifestation of those processes,” Peck said. “One area where people fall short
is that these processes get out of sync, which forces
much unnecessary iteration,” he said. That means people
have to do things over multiple times lengthening the
process and making it feel more burdensome.
• Check for materiality. Another important step is
to look at each line item and evaluate it in terms of
materiality and volatility. How important is it, and
how often does it change? Things that are material and
volatile should require more attention than things that
are immaterial and steady. “Focus on what’s material to
the business and what could potentially swing wildly,”
he said. “That analysis can help companies reduce unnecessary level of details. Things that are low volatility
can be automatically populated.”
Right now a lot of companies budget at the chart of
accounts level. People don’t focus on the key drivers. “If
you focus on the key drivers and get them right, that really makes a difference,” Player said. “Once you get the
drivers right, the rest typically doesn’t matter.” Just how
much detail to use has been one of the biggest cultural
challenges within FP&A and finance as a whole. In
truth, the lower the level of detail, the more accurate
the result. “A powerful tool level is to go to a lesser level
of detail. Not everything needs to be at the same level of
granularity,” Balogh said.
• Budget driver-based bundles. Use a planning approach that bundles together logical items. “If you’re
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forecasting headcount, include all the items that are
related, i.e., increase in FICA, salary, pension adjustments, healthcare costs,” said Player.
• Driver-based modeling and planning. According to
Peck, at its foundation, driver-based modeling and planning is about leveraging the knowledge of the business
to define operational driver models to predict financial
results. These models are essentially equations that represent the mathematical relationships between key operational drivers — e.g., volume, rates, utilization, conversion ratios, brand awareness — and anticipated financial
outcomes. Focusing on the operational drivers enables
an organization to understand, plan around, and influence the critical elements that have the greatest impact on
financial performance. “It can be simple math or complex
statistically-driven relationship models, but having those
models allows FP&A to step back and work with business
leaders to demystify planning activities and mental models, and to codify the logic used to develop business plans
and drive financial results. By taking historical data along
with updated driver value assumptions, analysts can leverage the driver models to pre-seed the core budget resulting
in a significant reduction in the time it takes to create the
baseline financial plan,” he said.
• Set targets. Building a plan from a target is far more
effective than building one based on a question. Setting targets dramatically reduces the risk of having to
repeat cycles in order to finalize the budget, Balogh
said. Communicating the targets top-down is very
important. “The budget should be driven by the board
of directors,” Delicata said. The business units add the
details. “The business units need to understand their
cost base,” he said. “If they don’t understand their cost
base, they can’t really manage it.”
• Have a blueprint. Budgeting is a process, and it needs a
good project plan, according to Woods. Without a plan,
there’s no accountability and no repercussions for being
late with the numbers. “You need absolute agreement at
the very senior executive level that this calendar is carved
in stone and that there will be implications if people
don’t follow the project plan,” he said. “It doesn’t matter
what system you use. If you’ve got the best system and a
talented staff, but the process isn’t followed, it will fail.”
FP&A owns the budgeting process, setting timelines,
creating templates and consolidating input. One way
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to speed it up is to improve the process management
by keeping it streamlined, according to Peck. One key
element involves having FP&A hold people accountable
to timelines and milestones. In addition, it’s important
to ensure that there’s one, consistent review process that
restricts the number of unnecessary and limited-value
add iterations. “In many cases the calendar is messy,
dates slip, people violate the timeline, and the budget
process drags on indefinitely,” he said. “That leaves
people with a very bad feeling about the process. In
addition, it doesn’t necessarily provide value to steer the
business forward.”
• Be flexible. It’s important to be able to change gears if
key assumptions change, even before the budget is complete. The budget process can take months and things
may well change, rendering some assumptions obsolete,
according to Woods. “Use these new scenarios to update
the budget numbers to make them more realistic,” said
Woods. “Those should be the same metrics you use in
your forecast going forward. Keep it consistent. Don’t
use a different set of assumptions and metrics such as
cost per unit for the budget and for the forecast. By having governance and consistency across these processes,
you will save time and improve projections.”
• Have an analytics group. Banks can afford to hire
statisticians to run complex regression analysis and
other forms of analytics to identify internal and external
business forecast drivers. But companies can also ensure
that they have the right analytical firepower to devise
the models. “Do historical comparisons of how different
macroeconomic variables affected your results versus a
baseline, for example,” Woods suggested. “Then, when
you plan new initiatives, use forecasted indicators to
build your assumptions for the project. That way you
have something defensible. For this, you need a solid
analytical team and a well-defined process.”
• Shorten the process. Finally, “If it’s painful, give yourself
less time. Instead of six months, compress the budget process down to three weeks or less,” recommended Player.
“That will force planning people to focus on the big
things without the back and forth negotiations.” We see
a lot of companies shrinking the process dramatically this
way,” he said. “If top management knows where it wants
its operating units to be, it’s best to quit the back and forth
and multiple iterations.”
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Case study: AMR
Merging the two processes
The initial planning approach at American Airlines
(AMR) included two distinct processes: an annual business plan and an annual budget planning process meant
to capture the operating outcomes along with the resources needed for the following year, according to Kurt
Hodgin, former divisional controller at American Airlines and now with Jaco Consulting. “All of the divisions
and departments had to come up with a business plan of
how they would to drive the business forward,” Hodgin
said. “At the same time, they needed to know how they
were going to deliver on their cost targets. There were
improvements to those cost targets along with how the
budget was supporting the various operating metrics for
next year, i.e., how you’re going to measure all of those
metrics that roll down to the business.”
The business plan included 12-15 goals for each group
or department, including three stretch goals and 3-4
maximum stretch goals. The budget process and business
goal process were separate, and the budget process had its
own cost improvement goals.
During the fall of each year the budget was set for the
following year. Each divisional budget rolled-up to the
total company which supported the overall corporate
budget for AMR. “We were a piece of the total AMR
budget,” said Hodgin. “The budget process would typically start in August using eight months of actuals expense
and four months of planning downloaded from the SAP/
ERP system and manipulated using spreadsheets. Then,
in September, the separate business planning process
would start and subsequently have to integrate with the
budget process that had already begun. The question became how to layer the business planning process on top of
the budgeting process. All of the operating divisions had
to plow this [planning] field twice,” he said.
Finding ways to shorten the cycle
“After having seen this happen a couple of years in a
row, and feeling the immense dissatisfaction from the users, we figured: why not combine the two processes?” said
Hodgin. “While department heads did some work on the
budget ahead of time, the business planning and budget
planning for the year became a single process, combining
the dollar and operational metrics together. Integrating
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the two processes gave us buy-in from the operating departments; they knew what they had to do [the following
year], and they had the resources to deliver.”
His division was the first one to try out the new process — a process that spread very quickly. The outcome
was “a reduced cycle time from both a budget and
planning perspective,” said Hodgin. “By integrating the
two processes, we shaved off approximately one month,
20-30 percent in resources, and 25 percent of the frustration,” he said. “That reduced the cycle time from a
budget planning perspective.”
The company reviewed the business and budget results
every four months and used those review meetings to
determine how the business plan and budget are tracking compared to their expectations. The variances were
marked using a “stoplight system”: green, yellow, and red.
Red indicated budget or operating metrics that were off
their cost target, off their implementation dates, or had
other critical implementation issues that were putting the
project or program in jeopardy of not succeeding. “The
stoplights helped us move beyond way the budget supported the business planning process,” Hodgin said.
By looking at the variance, business leaders could focus
on the operational or budget items that were significantly
off course, either from an implementation standpoint or
a cost standpoint, according to Hodgin. “Typically, they
were both,” he said. The variance analysis facilitated twoway communication about budget planning and business
planning. “It allowed management to discuss what’s going
on in business planning and to mitigate the effect of not
being able to meet the cost or implementation targets
earlier in the process rather than later in the process.
“You always wanted to deliver the business items. If it
turned out you needed more resources, you talked about
it. You wouldn’t get into changing the budget. You’d
explain the variance and why it’s taking longer or more
resources [than planned],” he said. Depending on how
much they were over, business units were expected to
mitigate the impact somewhere else in their budget,
unless it was a major show stopper. “If there was a
major, high-visibility business deliverable at risk, more
than likely the department would have a candid
conversation with senior management,” said Hodgin.
“Having an operating plan and a dollar target facilitated
that conversation.”
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In Hodgin’s view, it’s often internal factors that drive
companies to make their budgeting and planning process more efficient. “Certainly you get the biggest bang
for your buck from a resources perspective when you
integrate these two processes,” he said.
Hodgin recommended the development of budget
templates and to also use the templates in the monthly
variance analyses (accounting close) process. “By having
a consistent template for budget and budget versus
actual capture, your operating group gets familiar with
them,” he said. “It’s not just something that they see
once a year.” By keeping those templates close and reviewing them monthly, “you’ll get much better compliance and meaningful usage, as well as a better understanding for the following budget cycle,” said Hodgin.
“You have to have your operating department get
on board to deliver more with less every year,” he said.
“There are fewer resources and more demands every
year.” If you need more resources, explain why those
are required, e.g., a regulatory change, a fundamental
change in the business or a structural shift in how the
company is performing.
It should be OK to talk about why a division is not
going to be able to meet its targets. “You have to be able
to have that conversation,” Hodgin said. “Describe all
you’ve done in order to work on that stretch goal.”

Case study: Goodwin Procter LLP
Breaking it down to a 3 - to 6 - week
process
Jon Kanter, managing director of financial planning
and analysis at Goodwin Procter, a leading Am Law
50 and Global 50 law firm, was hired into a new role
two years ago. The partnership sought to revamp its
financial processes and organizational structure as part
of its aspiration to build a world-class professional
services team.
Before Kanter joined, the budgeting process was
overseen entirely by the firm’s CFO and COO. The
900-lawyer firm was structured as a compilation of 36
practice areas, some staffed by three lawyers and others
by as many as 100. Budgets were not done at the practice level but as a top-down exercise that looked at the
prior year centrally, and was then discussed and agreed
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upon with the management committee. “It never involved
the people actually generating the revenue,” Kanter said.
Thirteen months ago, the firm reorganized into nine
business units for various reasons, including to become
more client centric in its chosen industry verticals, to
improve management focus, and to collaborate on how the
firm goes to market. The reorganization was also designed
to improve the accountability of business leaders for their
unit’s performance.
Kanter’s task was to find a uniform way to measure, report
and understand the business and how to allocated costs and
revenues. Before, every one of the practices had laid claim
to revenue, and it wasn’t clear who should get the credit: the
partner who brought the client to the firm, the partner who
did the work, or the relationship manager. “You add that up
and end up with three times the value of the firm,” Kanter
said. “Multiple people claimed the same revenue, but management wanted one version of the truth.”
Kanter joined at the tail end of the strategic review and immediately began working with IT and HR to realign business
unit reporting and to introduce a new approach whereby
each business unit was responsible for its costs — both the
direct costs that they can control and the indirect costs that
are allocated to it — and revenues. And that’s what the budget would be based on. The first new budget was introduced
in October 2013. The firm’s FYE is September 30.
One of the things that helped herald the change was the
fact that compensation was decoupled from the budget
targets. As a partnership, compensation is directly linked
to how the firm performs as a whole, not how individual
business units perform. “We have a budget for every business unit, which is helpful more from a benchmarking
perspective than a compensation perspective,” said Kanter.
“The goal is to identify any problem areas that need to be
addressed so as to better steer the business. If the firm does
well, everyone benefits.”
According to Kanter, the question every company should ask
itself is: What is the value of the budget? “My personal view is
that a budget is only a budget. I see it as a necessary mechanism
to set annual goals for the firm,” he said. While Kanter is a
strong advocate for rolling forecasts, the problem with professional services in general, and legal in particular, is their inability
to forecast out reliably. “Many of the factors are completely
outside our control,” he said. For example, a judge may decide
to postpone a case for several months, or even a year or two.
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“Forecasting is extremely difficult and prone to errors,” said
Kanter. “We do a budget once a year, and then reforecast
mid-year to try and update the outlook.”
One of the factors that affects the firm’s budget is that
in the U.S., law firms account for revenue on a cash basis.
That means there’s an inevitable disconnect between the
time the work is done, and the time revenue comes in
and is recognized. While that makes revenue recognition
relatively simple, it presents challenges to the budget.
Under IRS rules, because the firm does not have a
calendar year-end, it must collect at least 25 percent of its
revenue in the last two months of its fiscal year. There’s
clearly an incentive to pull in as much cash before yearend anyway. “When it comes to the budget, we look at the
past year’s trend for collections and for production based
on hourly work,” he said. “We factor both of those into
the equation.” The past year’s budget was the first time
business unit leaders were part of the process. “That didn’t
change their expenses much. Those assumptions came directly from HR, IT, and marketing, from the bottom up.
But they did have a say in expressing how much revenue
they expect to generate and how many hours were going
to be worked,” he said. “The way we forecast revenue is
through a bottom-up model: we have X attorneys at X level and at X standard rate,” explained Kanter. “On average,
they are able to bill X percent of their standard rate and
collect X percent of their bills. The question is how busy
do we assume they will be based on historical performance
and market outlook.”
That’s an area where the business unit leadership can
provide a lot of insight. “We get the business units to look
at not just bottom-up, but what’s going on in the market
and how that could affect revenue. We can provide the
bottom-up discussion, and they can give us the top-down
view, and [together we can] come to some sort of agreement on what makes sense,” Kanter said. “Once we reach
agreement with the business unit leaders about revenue,
we consolidate that with the expense budget and discuss
the direction of the budget with the management committee, if necessary going back to particular business unit
leaders or function heads to make changes. Once that
committee is satisfied, the budget goes to a broader group
of partners for final sign-off.”
To be effective, the process has to be very short. It begins in August of the current year and, following a process
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of set steps, the departments submit an initial expenses
budget in September. “We begin to talk about expenses
in July, and the numbers are entered into the system in
August,” said Kanter. “In September, we do the prep work
for the revenue side, i.e., getting the model ready and
setting the forecast for the budget based on assumptions
from the past couple of years. We then ask the business
units for input into the assumptions. Our key assumptions involve hours and people. We ask them to return
those by end of September.”
Since most of the money comes in during those last few
weeks of the fiscal year, the final revenue portion of the
forecast is not finalized until the next month. The revenue
assumptions are thus updated in October and then loaded
into the final budget. “Our expense process lasts 5-6
weeks. Our revenue process is condensed into a 2-3 week
window. Because we are time constrained, the process is
very efficient,” Kanter said. “Over the years, I’ve found
that the more complex the budget gets, the more rabbit holes people go down,” he said. “And not only is this
inefficient, but it increases the likelihood of confrontation
and the risk that the key stakeholders feel that there is less
integrity in the process.”

Conclusion:
Moving to the front of the ship
“What passes itself off as a management activity is really a
lot of debate about the assumptions,” said Player in reference to the annual budgeting process. Companies can’t
control what key competitors will do or how much key
commodities, such as the price of oil, will cost. There are
too many moving parts. “Finance has been doing the current budgeting process for so long, it has ignored the abilities to gather information and do it differently,” said Player.
He concedes that many companies are stuck in the
way they’ve always done things. Plus, there’s the illusion
of control that budgets bring. “It’s a ritual,” Player said,
“that’s embedded in the culture and psyche of the company. [Often] it’s the fact that people don’t want to step
back and see what are better ways to manage the process,”
he said. “That’s beginning to change. More companies are
moving first into rolling forecasts, which first break down
the change process into smaller pieces.”
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Some consultants advise companies to move into zerobase budgeting, which means rethinking everything. But,
according to Player, that’s not realistic. “Unless you’re a
Greenfield operation, you can’t rethink everything. You
don’t have the time,” he said.
He suggested companies think of themselves as a ship.
Any company at any point in time is the accumulation
of millions of past decisions, e.g., what products to offer, what customers to pursue, who to hire, and how to
establish the business. “It’s a ship full of capabilities with
a cost structure that goes into it,” he said.
“Understanding the cost structure is really a way to
control it. You can change everything about your ship,”
Player said. “But the changes are over time, not overnight,” he added. “What you’re trying to do is [create] a
strategic vision of where you’re going to be in five years,
and what that ship needs to look like [in order] to get
from where it is to where it wants to be. That’s the job of
management: making that conversion.”
By working on continuous planning, said Player, “it
takes finance off the back of the boat and puts it on the
ship’s bridge beside the captain looking forward and
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helping to steer the business. With traditional budgeting, finance is still on the back of the boat, i.e., companies use a budget to plan, rather than continually update
the plan and the forecast. That means we watch from the
rear of the boat as the view of the future becomes more
incorrect. Then we keep asking people why we aren’t on
that plan. It’s often because the assumptions are wrong,”
he said. “That’s where finance gets less relevant — and
that’s what has to change.”
“In response to today’s rapidly-changing marketplace,
organizations have to continuously challenge the way
they plan,” said Coveney. “I think organizations should
make the move to continuous planning. While CFOs and
CEOs agree, very few of them seem able to change their
traditional budgeting process. Why is this? We know that
annual budgeting doesn’t make sense for many organizations, while continuous budgeting does. The reason why
many of them resist change could be down to an agreed,
common understanding of how to play the budget game.
In addition, radically changing the process is not a guarantee of higher corporate performance — and no one ever
got fired for not changing the budget process.”

©2015 Association for Financial Professionals, Inc. All Rights Reserved

www.AFPonline.org

About the Author
Nilly Essaides is Director of Practitioner Content Development at the Association for
Financial Professionals. Nilly has over 20 years of experience in research, writing and
meeting facilitation in the global treasury arena. She is a thought leader and the author
of multiple in-depth AFP Guides on treasury topics as well as monthly articles in AFP
Exchange, the AFP’s flagship publication. Nilly was managing director at the NeuGroup
and co-led the company’s successful peer group business. Nilly also co-authored a book
about knowledge management and how to transfer best practices with the American
Productivity and Quality Center (APQC).

About the Association for Financial Professionals

Headquartered outside Washington, D.C., the Association for Financial Professionals (AFP)
is the professional society that represents finance executives globally. AFP established and
administers the Certified Treasury ProfessionalTM and Certified Corporate FP&A ProfessionalTM
credentials, which set standards of excellence in finance. The quarterly AFP Corporate Cash
IndicatorsTM serve as a bellwether of economic growth. The AFP Annual Conference is the
largest networking event for corporate finance professionals in the world.
AFP, Association for Financial Professionals, Certified Treasury Professional, and Certified
Corporate Financial Planning & Analysis Professional are registered trademarks of the
Association for Financial Professionals.© 2015 Association for Financial Professionals, Inc.
All Rights Reserved.
General Inquiries
Web Site
Phone

AFP@AFPonline.org
www.AFPonline.org
301.907.2862

Redefining the way
enterprises work.
Wdesk can help shorten and streamline the budget process.

"Wdesk can dramatically improve staff
productivity, reduce costs and errors,
and improve control."
—IDC Research,
independent analyst

workiva.com | info@workiva.com | +1.888.275.3125

