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Volatility, uncertainty and risk

...fewer than 15% are 
confident that they get 
helpful information for 
making decisions about 
the future...

—CFO Executive Board, March 2012

“

”
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Become a Value Integrator
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According to the 2010 IBM Global CFO study, CFO’s are taking a 
more prominent role in enterprise decision making

Advisor (e.g., analysis and insight)

Decision Maker (e.g., create a plan)

Enterprise cost  reduction management

Selection of key performance indicators

Capital asset management

Risk management

Prioritization of resource allocation

Strategic revenue planning

Business model innovation/ reshaping

Information management strategy

Elevated Role of Finance
Role of Finance in Driving Decisions Across the Enterprise

45%

47%

34%

41%

53%

54%

59%

39%

44%

41%

50%

42%

26%

24%

19%

33%

Over 70% of CFOs believe they have an 
advisory or decision making role on the 
Enterprise agenda.

Source: IBM Institute for Business Value, The Global CFO Study 2010
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Enterprise focused activities have accelerated in importance for
CFOs over the past five years – some dramatically 

Importance of Enterprise Focused Activities Over Time

69%

61%
56%

40%
35%

84%

71% 73%

66%
62%

85%
80% 80%

77%
73%

Measuring /

monitoring

business

performance

Providing inputs

into enterprise

strategy

Driving enterprise

cost reduction

Supporting /

managing /

mitigating

enterprise risk

Driving integration

of information

across the

enterprise

2005 2008 2010

1

2

93%
increase

109%
increase

Source: IBM Institute for Business Value, The Global CFO Study 2010
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However, organizations are operating with blind spots

Limited ability to get the right information for 
consumption by executives or field personnel

Inaccurate reporting due to siloed data

The current IT-centric service model is too costly, 
too inefficient, and can't scale

Limited adoption and use of business analytics 
across the entire organization

Source: Business Analytics and Optimization for the Intelligent Enterprise, April 2009. 

1in3
business leaders frequently make 
critical decisions without the 
information they need

To a little 
extent

To a great 
extent

Factors supporting major decisions

79%

52%
62%

AnalyticsPersonal 
experience

Collective 
experience

53% don’t have access to the information 
across their organization needed to 
do their jobs
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Organizations continue to struggle with structural complexity and 
delivering business insight

Challenges

Finance continues to 
spend nearly 50% of time 
on transactional activities

Over 25% lack the 
necessary common data 

definitions and processes

Nearly 40% of enterprises 
produce financial metrics 
manually (50% manually 

produce operational metrics)

Over 35% lack a common 
reporting platform and 50% 

lack a common planning 
platform

Source: IBM Institute for Business Value, The Global CFO Study 2010
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Value integrators combine efficiency with business insight to deliver 
better financial performance 

Value Integrators All other enterprises

Source: IBM Institute for Business Value, The Global CFO Study 2010 / Journey to a Value Integrator

1 Year: 2009 to 20105 Years through 2010

7.8%

9.6%

10.8%

-0.7%

6.9%

8.9%

12 x 
better

39% 
better

21% 
better

EBITDA
5-year CAGR, 2006-2010

Revenue
5-year CAGR, 2006-2010

ROIC
5-year average, 2006-2010

23.5%

8.4%

9.9%

17.3%

6.6%

8.1%

36% 
better

27% 
better

22% 
better

EBITDA
1-year change, 2009-2010

Revenue
1-year change, 2009-2010

ROIC
2010
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The Challenge: Accelerate the delivery of Business Insight from rear 
view to forward-looking view

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

Business Insight

Rear View Forward-Looking View

• What happened?

• How many, how 
often?

• Where exactly is the 
problem?

• Why is it happening?

• What actions are 
needed?

• What will happen 
next? 

• What if these trends 
continue?

• What are the risks or 
opportunities?

Key 
Business 

Questions

Examples 
of 

Business 

Insight

Current View

• Balance sheet, profit 
and loss, and cash 
flow statements

• Revenue and cost 
variance analysis

• Customer, product and 
market profitability

• Spend optimization

• Working capital analysis

• Market, customer and 
channel pricing

• Sales and supply chain 
effectiveness

• Cash forecasting

• Scenario-based planning 
and forecasting

• Strategic investment 
decision support

• Volatility, risk-based 
predictive and behavioral 
modeling
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Finance organizations that automate the production of financial 
metrics deliver stronger business insight

Business Insight Accelerators

Automate  Production of 
Operational Metrics

73%

57%

Finance
organizations
with strong
business
insight

All other
enterprises

Financial
Metrics

28% 
more

61%

43%

Finance
organizations
with strong
business
insight

All other
enterprises

Operational
Metrics

42% 
more

53%

35%

Finance

organizations with

strong business

insight

All other enterprises

51% 
more

Establish Non-Financial Data Standards

Automate Production of 
Financial Metrics

Source: 2010 IBM Global CFO Study

10
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They implement a common platform to a greater extent and invest in 
advancing analytics

Technology: applications 
rationalization

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

Providing inputs into 
Enterprise Strategy

* Percent more effective than baseline (Scorekeepers)
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Increase visibility, insight & control

12 © 2012 IBM Corporation
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What’s Smart?
• Visibility into performance gaps for critical KPIs
• Built-in KRIs to anticipate risks
• Proprietary statistical model discovers 

relationships between drivers and KPIs based on 
historical data

• Guided root-cause analysis
• Easy access to standard GL/AR/AP reports
• Integrated what-if analysis and scenario planning

Smarter Business Outcomes
• Reliably measure and monitor business performance
• Anticipate performance gaps, understand root cause 

and assess alternatives
• Deliver more reliable business insight on a stronger 

foundation of trusted information

Business Challenges
• While measuring and monitoring performance is 

most often cited as their top priority, over 40% of 
CFOs rate themselves as ineffective 

(source: IBM Global CFO study)

IBM Smarter Analytics Signature Solution - CFO performance insight

CFO Performance Insight

Increase visibility, insight and 
control over financial 

performance

� Cross-industry

How can I anticipate and 
shape business outcomes?
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IBM Smarter Analytics Signature Solution - CFO performance insight 
An overview

14

Extract and Assemble financial and operation data from heterogeneous ledger 
systems and operational data sources into an online executive dashboard

Measure and Monitor performance gaps between forecasts, targets and actuals
for important financial, revenue, expense and capital management KPIs

• Visualize KPI status and trends through an online executive dashboard

• Easily access standard GL/AR/AP reports to improve detailed financial 

analysis

• Identify possible weaknesses through built-in key risk indicators

Use predictive analytics developed by IBM’s Watson Research Center to 
Discover casual, lead-lag relationships between operational drivers and 
financial KPIs from historical information to improve root-cause analysis

Conduct what-if analysis to Anticipate the impact of alternative forecast 
assumptions, reflected immediately in charts, reports and the main dashboard

Increase visibility, insight and control over financial 

performance
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IBM Smarter Analytics Signature Solution - CFO performance insight 
How it works

Temporal Causal 
Modeling

• Discover causal 
relationships

• Assess lead-lag indicators
• Examine  strength of 

metrics relationships and 
degrees of separation

• Anticipate the 
momentum of metrics 
drivers

Predictive 
Analytics

Integrated Analytics

• Identify performance gaps for critical KPIs

• Analyze root causes guided by discovered causal 

relationships

• Assess the impact of alternatives scenarios

• Enable effective decision making

Performance Measurement & 

Monitoring

What-if 
Analysis

Scenario Planning
• Model multi-

dimensional business 
structures 

• Evaluate the impact 
of alternative 
assumptions 

• Immediately report 
on alternative 
scenarios

Pre-configured reports, planning models and predictive 

analytics built on IBM Cognos BI, IBM Cognos TM1, IBM 

SPSS Modeler

Information Management Foundation

Data Warehouse

Data Integration

Source Systems – ERP, G/L, Legacy Systems

Advanced analytics increase visibility, 
insight and control over performance
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Finance scorecard “quadrants”

Financial Management Operational Revenue Management

Are we performing to shareholder 
expectations?

Are we driving revenue growth 
effectively?

Operational Expense Management Capital Management

Are we managing operational expenses 

effectively?

Are we managing fixed and working 

capital effectively to increase future 

revenue and expense management 

capabilities?



© 2013 IBM Corporation17

IBM CFO performance insight
Finance scorecard metrics – 19 KPI’s

Financial Management Operational Revenue 
Management

• EBITDA

• Net Income

• ROIC

• Operating Profit (% of Sales)

• Gross Sales

• Avg. Sales Value/Unit

• Price Realization

• Market Share

Operational Expense 
Management

Capital Management

• SG&A %

• Gross Margin

• Material Cost (% of Sales)

• Distribution cost (% of Sales)

• Headcount

• Capital Efficiency

• Quick Ratio

• Days Sales Outstanding (DSO)

• Days Payables 

• Days in Inventory

• Bad Debt Write-Off
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Metrics coverage of value drivers—19 KPIs and 5 KRIs

Performance metrics
Risk indicators

Enhance total 
shareholder 

value

Grow
revenues

Improve
margins

Use capital
more effectively

Channels

Customers

Products/services

Pricing

Total Delivered 
Cost

Sales and marketing spending efficiency

General and administrative costs

Fixed capital

Working capital

Markets

ROIC

EBITDA

Net income

Capital efficiency

Inventories

A/R

A/P

DSO

Days inventory

DPO

SG&A %

Gross sales

Operating profit 
% of sales

Gross margin

Order Backlog

Market/selling price realization

Customer turnover

Market share

Capacity Utilization

Labor

Materials

Production efficiency

Material cost %

Headcount (FTE)

Average Sales Value/Unit

Dist Efficiency Dist cost %Warranty expense

Trouble tickets

Bad 
debtQuick ratio
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IBM CFO performance insight: executive dashboard
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Executive 
dashboard

Traffic light 
indicators

Company 
logo

Report list

Financial 
reports

Executive dashboard

Link to ERP 
Web interface

“What-if”
analysis

Metric 
trending

Actual vs. Budget 
vs. Forecast

Risk Status 
indicators

Predictive 
Analytics
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Executive 
dashboard

Traffic light 
indicators

Company 
logo

Report list

Financial 
reports

Link to ERP 
Web interface

“What-if”
analysis

Metric 
trending

Actual vs. Budget 
vs. Forecast

Risk Status 
indicators

Predictive 
Analytics

Executive dashboard
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Standard GL/AR/AP reports
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Standard financial reports
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Executive 
dashboard

Traffic light 
indicators

Company 
logo

Report list

Financial 
reports

Link to ERP 
Web interface

“What-if”
analysis

Metric 
trending

Actual vs. Budget 
vs. Forecast

Risk Status 
indicators

Predictive 
Analytics

Executive dashboard



© 2013 IBM Corporation25

Key risk indicators provide early warnings to potential weaknesses 
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Executive 
dashboard

Traffic light 
indicators

Company 
logo

Report list

Financial 
reports

Link to ERP 
Web interface

“What-if”
analysis

Metric 
trending

Actual vs. Budget 
vs. Forecast

Risk Status 
indicators

Predictive 
Analytics

Executive dashboard
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Integrated what-if analysis: provides an in-depth view on impact of 
alternative business forecast assumptions, all on a single page view
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Change DSO for Nov and Dec 
from 78.92 and 82.47 DSO to 
35.00 and 35.00
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Executive 
dashboard

Traffic light 
indicators

Company 
logo

Report list

Financial 
reports

Link to ERP 
Web interface

“What-if”
analysis

Metric 
trending

Actual vs. Budget 
vs. Forecast

Risk Status 
indicators

Predictive 
Analytics

Executive dashboard
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Temporal causal modeling: automatically discovers causal 
relationships between drivers and KPIs

Proprietary algorithms developed by IBM Watson Research Center, 
that answer the following:

Which metrics have the most impact on my performance?

• Use historical data to discover those metrics that have the 
strongest impact on selected business objectives, directly or 
indirectly

• Use historical data to evaluate the strength of user-specified 
metric relationships

How do these metrics interact with each other?

• Use historical data to discover significant causal relationships
among metrics: time lag between metrics, strength, degrees of 
separation.

What is driving my performance?

• Use identified causal relationships to automatically discover the 
metric values driving observed performance    

If nothing else changes, what will my future performance be? 

• Use causal-temporal model to project future performance based 
on historical data

Temporal Causal 
Modeling

• Discover causal 
relationships

• Assess lead-lag indicators
• Examine  strength of 

metrics relationships and 
degrees of separation

• Anticipate the 
momentum of metrics 
drivers

Predictive 
Analytics
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Automatically creates causal lead-lag diagrams and provide insight 
into interactions among business metrics

Width of the edges 
represent strength of 

the relationships

Lags represent the 
temporal cause-effect 
duration between the 

metrics 
Selection of business 

dimensions for 
enterprise hierarchical 

analysis

Filter to select user 
specified degrees of 
separation relative to 
the selected metric

Filter to select user 
specified time horizon 

for analysis

Filter to select user 
specified strengths for 

the relationship

Positive versus 
negative correlations 
are displayed as solid 
versus dashed lines
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Intuitive visualization enables insights into large scale networks

The selected metric 
represents the core. 

Impacted and 
impacting metrics are 
on the circumference. 

The impacted and impacting 
relationships are organized 
in well-defined categories 

based on the strengths of the 
relationships.

The height of the bar 
represents the degrees of 

separation from the 
selected metric. The 
numeric at the top 
represents the lag.

Positive versus 
negative correlations 
are displayed as solid 
versus dashed lines.
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Solution architecture

Predictive model

Deep analytics 

Data mining

Report modules
(for executives)

Ad-hoc report
(for power users)

Metadata
layer

CFO dashboard

TM1 
cube

Reports

Dashboards

Power 
cube

What-if analysis

Diagrams

Data mart 

Enterprise data 
warehouse

Staging area
System of record
Classified sources

Summary 
Analysis

Feedback
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ERP

G/L 

System

Identity

Repository

External 

Systems

Other 

Systems

Authentication and authorization servicesExisting data sources

Existing servers or other planned servers in a solution

Potential existing reporting components available at the client

IBM BAO—CFO performance dashboard

Cognos BI v10.1
Cognos 

TM1 v10.1
SPSS Modeler v14.1
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Solution capabilities summary

� Timely, reliable visibility into performance gaps 
between forecast, targets and actuals for critical 
KPIs

� Built-in KRIs to identify areas of weakness

� Proprietary statistical model automatically 
discovers relationships between drivers and KPIs
based on historical data; and creates more 
reliable baseline forecasts.

� Guided root-cause analysis

� Easy access to standard GL/AR/AP reports

� Integrated what-if analysis and scenario planning

CFO Performance Insight

Increase visibility, insight and 
control over financial 

performance

� Cross-industry

How can I anticipate and 
shape business outcomes?
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� Over $14B in acquisitions since 
2005

� More than 10,000 technical 
professionals

� Over 7,700 dedicated Business 
Analytics and Optimization (BAO) 
consultants

� Largest math department in 
private industry

� Deep, vertical strategy and 
business process expertise 
across 17 industries and all 
geographies of the world

� More than 40 proven, industry-
based and domain solutions

� More than 27,000 Business 
Partner Certifications

� A network of Analytics Solution 
Centers across the world

The IBM advantage

Performance 
management

Content 
analytics

Decision 
management

Risk 
analytics

Content 
management

Data 
warehouse

Stream 
computing

Big data platform

Systems, storage and cloud

Analytics

Solutions

Consulting and implementation services

Industry

Information integration and governance

Business intelligence and predictive analytics

Sales | Marketing | Finance | Operations | IT | Risk | HR

Hadoop
system
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Questions and

Answers
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