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High-performing companies
use these principles to

implement best practice FP&A
that drives business results.

By LAWRENCE SERVEN
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F. Scott Fitzgerald wrote, “The rich are different
from you and me.”When it comes to financial planning
and analysis (FP&A), it could be said that “The best-run
companies do FP&A differently than you and me.”

No other process managed by Finance has as much
potential to create or destroy business value as FP&A. If
done poorly, FP&A is an exercise in minimizing expecta-
tions and commitment, which in turn minimizes actual
results. Since that activity takes organizational time and
resources, it returns a negative return on investment (ROI).
If done well, however, FP&A will drive business value (see
Table 1).

I don’t know a single CEO who wouldn’t readily commit
some percent of revenue to increasing the chance that he or
she can actually deliver the results promised to investors.
And ultimately that’s what FP&A is all about—not just pre-
dicting results but driving them.

The challenge in many companies is that FP&A delivers
little more than a budget that quickly grows stale. CFOs
know that’s unacceptable, and that’s why the one question

CFOs ask me more than any other is “What’s best practice
in FP&A?” To discover that, IMA® (Institute of Management
Accountants) and I surveyed more than 700 organizations
regarding their FP&A practices (see “IMA’s Global FP&A
Survey”). We first identified the best-run organizations—the
high-achieving ones that consistently met or exceeded their
own targets and consistently met or exceeded the results of
their competitors—and then identified what they did differ-
ently with FP&A. What we found are 12 Principles of Best
Practice FP&A supported by data, not just by popular
beliefs.

In describing these 12 concepts, the term “principle” was
chosen very deliberately. A principle is a fundamental, pri-
mary, or general law or truth. It’s something that’s true
regardless of circumstances. These principles are funda-
mental concepts that can be adapted and adopted for FP&A
practices across any industry in organizations of any type or
size. They are meant to provide a framework and guidance;
how you apply them to the specific circumstances of your
company or institution will vary depending on your starting

point.

BEST PRACTICE
FP&A
As we look at the principles, it’s important
to remember how to evaluate an FP&A
process. While elements like cycle times
and number of resources required are
important from a cost perspective, they
don’t tell us why we’re doing FP&A to begin
with—they don’t define the purpose. The
true effectiveness of FP&A is assessed by its
ability to drive business outcomes. By defi-
nition, therefore, any of the 12 Principles of
Best Practice FP&A should increase the effi-
cacy of the process, which means increas-
ing a company’s capability to drive
outcomes. That greatly increases the rigor
around identifying best practice, moving it
well beyond the rather low bar of conven-
tional wisdom.

It also is important to keep in mind the
definition of FP&A. Some companies define
FP&A too narrowly as “the budget process”
or “forecasting” or “variance analysis.” If
that’s the case, it’s no wonder there would
be skepticism around how FP&A can drive
results. As Figure 1 shows, however, FP&A is
really a decision-making platform.

Now let’s take a look at the 12 Principles
of Best Practice FP&A. Not only do high-
performing companies follow these princi-
ples, but they do a better job of carrying out
the actions and concepts involved in each
one. (For those interested in more detail,
see the full report on the IMA survey 
and research, “Delivering Business Value:
The Role of FP&A in Execution,” at
http://bit.ly/2z6d5O6.)

IMA’S GLOBAL 
FP&A SURVEY
The survey included 734 usable responses from a wide variety of
industries and nonprofit institutions around the world. We had three
goals in mind when we developed the survey:

1.  The results of the survey had to be actionable, which meant going
into a level of detail that would be practical and not just theoretical.

2. Rather than a one-off exercise, the survey should provide
organizations with a solid benchmarking tool so they can see where
they stand.

3. Most of all, the survey needed to answer the question every CFO has:
“What is best practice FP&A?”

Surveys on this topic have tended to focus on specific methodologies
(e.g., zero-based budgeting, driver-based forecasting, rolling forecasts,
and so forth). While these are helpful and informative, we wanted to 
take a different approach and focus on business results.

That’s why we first identified the most successful organizations from a
business perspective and then found out “what’s in their drinking water,”
so to speak. We then classified the key similarities and trends into the 
12 Principles of Best Practice FP&A.

We encourage you to take the survey (http://bit.ly/2yhPsmL) to see
where your organization stands today and begin work to implement the
12 principles yourself.
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Principle 1: Establish a strategy, and then translate it into
actionable plans.

Principle 2: Identify resources needed to deliver projects
and meet plan results, and then actually get those
resources into the budget.

Principle 3: Have a thorough understanding of how
operational plans drive financial results, and monitor the
progress of those plans.

The best-performing organizations use FP&A to drive busi-
ness outcomes, not just to budget spending or forecast sales
and expenses. They do more than predict desirable results;
they develop rigorous, well-conceived plans to manifest
those results. One of the keys to that is linking operational
and financial planning. To use a simple example, a best
practice FP&A company will recognize the relationship
between productivity and cost of goods sold (COGS). If the
company establishes a target of increasing earnings by a
specific dollar amount, it will assess the required produc-
tivity gain necessary to reduce COGS and increase prof-
itability. While a simple example, this underscores that
financial projections aren’t divorced from operational plan-
ning. In fact, it’s just the opposite: Financial projections are
seen as worthless without an operational plan to achieve
them.

Plans without funding are mere wishes. That’s why best
practice FP&A companies work hard to ensure that plans
have the resources they need to be executed properly. To do
this, these companies develop a set of cogent initiatives to
achieve the plan. Going back to our example, best practice

FP&A companies don’t stop at targeting a 5% improvement
in productivity and baking that into the financial projec-
tions as an improvement to COGS and earnings. They real-
ize that it simply won’t materialize without a real initiative
to make it happen. They also realize initiatives take
resources (money and time) and quantify what’s needed.
Those resources then go into the plan/budget and become
part of what senior management reviews and approves.

While this sounds clear enough, it’s surprising how
many companies either don’t do it or don’t do it well. One
reason is that it takes time and discipline, and if the FP&A
process is unpopular to begin with, people don’t want to
spend more time on it. Another factor is that strategic ini-
tiatives are often discussed at off-site meetings where they
are “approved” in a general sense, but the budgeting process
(or annual planning process) is where the real allocation of
resources happens. In other words, if the dollars don’t make
it into the budget, nothing else matters.

Principle 4: As a result of building plans based on tangible
projects and understanding how they impact the financial
results, perform more in-depth variance analysis and have
the ability to get the story behind the numbers.

Principle 5: Practice agility. Take action when falling behind
on financial or operational goals.

Everything covered so far points to one more key differen-
tiator for best practice FP&A companies: Their variance
analysis is much more robust. Many companies facing an
earnings shortfall, for example, can go only an “inch deep”

Table 1:

FOR BETTER OR WORSE: THE IMPACT OF FP&A
IMPACT OF EFFECTIVE FP&A                                                     IMPACT OF INEFFECTIVE FP&A

n Drives shareholder value (or business value,                            n Wastes the organization’s resources 
    if privately held)                                                                                  (time and money)

n Drives execution of the strategy                                                  n Reduces the chance that financial and 
                                                                                                                  operational goals will be achieved

n Provides the mechanisms to ensure the financial                     n Increases the likelihood that departments 
    and operational goals of the organization                                       will act at cross purposes
    are achieved
                                                                                                             
n Builds organizational awareness of the strategy                       n Reduces the chance that the strategy will
    and each department’s role in achieving it                                      be executed properly

n Ensures the optimal allocation of resources
    
n Ensures coordination of initiatives, 
    projects, and programs
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in analysis. They’ll note that COGS came in higher than
expected, and they might even be able to isolate a couple of
lines on the income statement for the variance. But execu-
tives (and investors) want to know why it happened—what
happened in the business that drove the shortfall. The
organizations with best practice FP&A can provide a busi-
ness understanding for the variance.

In our example, if the initiative to improve productivity
by 5% were delayed, the benefits would be delayed as well.
The reason for the delay—as well as what can be done to get
back on schedule—would provide “the story behind the
numbers.” Instead of being delayed, imagine that the proj-
ect is on schedule but the company isn’t seeing the planned
benefits. Digging into the reasons why will provide insight
into the business.

No matter the scenario, a far more robust and business-
oriented variance can be conducted because there is a real
plan of action with a concrete initiative to move the num-
bers in the right direction, with the lessons learned
strengthening the understanding and management of the
company.

That leads to a point about agility, a term that has grown
a lot in popularity. Don’t mistake agility for a frenetic
response to one surprise after another. While surprises in
business are inevitable, best practice FP&A companies suf-
fer fewer of them. That’s because they are driving the out-
comes they want rather than just predicting them.

When surprises do come, best practice FP&A companies

are better able to pinpoint the reasons why and what the
business impact will be. More to the point, however, the best-
run companies don’t just throw up their hands and use a sur-
prise as an excuse for not hitting their numbers. They’re
going to do something about it. That’s because they have the
incentive to do so, which leads to the next principles.

Principle 6: Critical to building a foundation for
accountability, do a better job of cascading both financial
and operational goals.

Principle 7: Hold people accountable for delivering financial
results.

Principle 8: Hold people accountable for delivering
operational results.

Companies with best practice FP&A tie rewards to
achievement. Rewards can come in the form of salary
increases and bonuses, but they also can come in the form
of promotions and advancement, title changes, and desir-
able assignments.

The power of this isn’t just on the individual, but 
also those around the individual. People notice who is 
getting rewarded and for what. If the people hitting their
 challenging- to-achieve targets get rewarded, it sends a 
signal to others that commitments matter.

For best practice FP&A, the targets aren’t solely finan-
cial. There are operational targets (such as improvement in
productivity) that are designed to improve financial results

PLAN

Planning & Budgeting
n Annual operating plan

(AOP)
n Budgets
n Headcount planning
n Long-range planning

Financial Modeling
n What-if analysis
n Scenario analysis

[RE] ASSESS

Forecasting
n Rolling forecasts
n Trend analysis
n Predictive analytics

EXECUTE & MONITOR

Reporting & Analysis
n Operational reporting
n Financial reporting
n KPIs
n Dashboards
n Variance analysis
n Drill through/roll up/drill across

Figure 1:

FP&A AS A DECISION-MAKING PLATFORM



November 2017 / STRATEGIC FINANCE / 37

(such as earnings). The best practice FP&A organizations
establish targets for both, clearly draw the lines between
the two, and provide individual incentives to achieve
them.

Principle 9: Not only identify what drives success in the
business, but also develop measures for those drivers.

Principle 10: Establish long- and short-term targets for the
drivers of business success.

Principle 11: Develop initiatives and projects to achieve
targets.

Principle 12: Do a better job of monitoring results and tying
them to incentives.

Implementing the first eight principles is enough to trans-
form FP&A from a purely budgeting or forecasting exercise
to one that drives results. But the best-performing compa-
nies go a step further to tie it all together strategically. They
codify what drives success in their business, create meas-
ures for those drivers, establish targets for those drivers,
and implement initiatives to move the numbers in the right
direction. The key here is first identifying what drives suc-
cess in their business.

For example, consider a technology company that iden-
tifies innovation as a driver of success. That’s great, but how
do you measure “innovation”? In this case, the company
says innovation is measured as “the percent of sales coming
from products introduced in the past two years.” If the

Figure 2:

IMPROVING KEY COMPETENCIES IN FP&A

Don’t mistake
agility for a
 frenetic response
to one surprise
after another.

KEY COMPETENCY

n An understanding of the underlying
business

n An understanding of the specific
area/department you support

n Effective working relationships
outside of finance/accounting

n Written communication skills

n Verbal communication skills

n Technical skills (e.g., accounting,
working with spreadsheets, etc.)

SUGGESTIONS FOR IMPROVEMENT

l Soft skills training
l Job rotations
l Attend staff meetings
l “Ride alongs” to experience what 
happens on the front lines

l Take on special projects
l Become a student of the business

l Practice presentation skills
l Improve business writing
l Participate in Toastmasters

Training resources:
l IMA
l edX
l Coursera
l Lynda.com



Principle 1: 
Translate strategy into actionable plans

Principle 2: 
Identify resources needed to deliver projects and 
meet plan results, and build them into the budget

Principle 3: 
Document how operational plans will drive financial
results (and monitor the progress)

Principle 4:
Get the story behind the numbers

Principle 5:
Promote agility—take action when falling behind goals

Principle 6:
Cascade both financial and operational goals

Principle 7:
Hold people accountable for delivering financial results

Principle 8:
Hold people accountable for delivering operational
results

Principle 9:
Identify what drives success in the business, and
develop measures for those drivers

Principle 10:
Establish targets for the drivers

Principle 11:
Develop initiatives and projects to achieve the targets

Principle 12:
Monitor results, and tie them to incentives

NEEDS/FUNCTIONALITY OF THE FP&A SYSTEM

n Accommodate both long- and short-term planning

n Support the use of nonfinancial or statistical/operational
data

n Integrate with or natively include basic project
management capability

n Be intuitive so as to encourage participation and
engagement

n Support the use of narratives to capture the business
reasons behind key variances

n Have drill-down, drill-across, and roll-up capability

n Support scenario planning and what-if analysis to model
key potential changes in the business

n Support predictive analytics to anticipate key changes

n Ease of reforecasting is a must-have

n Easy to “zip or unzip” goals at any level (in other words, to
go from a high level to low level with coherent connections
in between)

n Capture both financial and operational goals

n Capture individual goals, track achievement, and calculate
rewards (either natively or by integrating with HR and
performance management systems)

n Provide dashboard capabilities or integrate with one 
that does

n Capture and track KPIs

n Predictive modeling capability to help develop reasonable
targets (or help identify stretch targets)

n Project management capabilities to develop and track
initiatives (or integrate with a project management system)

n Extensive reporting capabilities to monitor actual results
and conduct meaningful variance analysis

Table 2:

KEY TECHNOLOGY ENABLERS OF THE 12 PRINCIPLES
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company is at 20% today, it might set a target of 30%
within a strategic horizon of five years. It then breaks that
down into yearly goals, develops a set of initiatives to get
there, and funds projects in the next annual operating plan
to achieve the first-year goals.

It all stems from strategically identifying what drives suc-
cess in the business—the value drivers. Most companies have
a laundry list of key performance indicators (KPIs) but have
never taken the time to take a step back and go through the
exercise of defining what drives success in their business. If
they did, they might relegate a lot of those KPIs to the back
burner and focus their attention on what matters most.

PEOPLE AND TECHNOLOGY
Along with looking at FP&A practices, the survey and
research extended into the people and technology sides of
FP&A. On the people side, the survey looked at key compe-
tencies in FP&A (see Figure 2). What we found is that the
competencies in FP&A for the best-performing organiza-
tions were higher across the board. We also found the
biggest competency gap was in “building effective working
relationships outside of finance/accounting.”

These working relationships are really key to being an
effective FP&A manager. This also ties into the second
biggest gap, which was “understanding the specific area/
department supported.” To be effective, an FP&A manager
must earn the trust and respect of the area he or she sup-
ports. Investing time to really learn and understand the
department or area being served is critical.

For example, an FP&A manager supporting Logistics
should know what a drop shipment entails, how cross-
docking is used, what a racked warehouse is, and why and
when a refer truck is used. In other words, in order to earn
a seat at the table and become a sought-after business advi-
sor, the manager needs to learn the language and what the
day-to-day operations entail. In turn, he or she will become
much more effective at supporting the internal clients dur-
ing the annual operating plan by helping build business
cases to support key initiatives and secure the resources

needed to be effective. The manager also will be able to
provide real insight into the business and find the story
behind the numbers when variances occur.

The question, as always, is how to build these compe-
tencies. One good place to begin is with the IMA Manage-
ment Accounting Competency Framework, which spells out
the different skills that are needed at each level of manage-
ment. This provides a competency roadmap that can (and
should) be tailored to your individual circumstances. Figure 2
also includes some specific “get started” suggestions to
improve your individual competencies.

On the technology side, the key to using technology as
an enabler of best practice FP&A is defining FP&A as a
decision-making platform. That implies that the technology
needs to address the entire Plan-Do-Check-Act cycle. To
put it in functional terms, the system needs to be able to do
the full range of financial and operational reporting and
analysis, planning and budgeting, and predictive analytics
and forecasting. In addition, it should either integrate with
project management tools (like Microsoft Project) or come
with inherent project management capability. Why? In a
best practice company, plans are driven by well-defined
projects to move the numbers in the right direction. Table 2
provides a more detailed view of technology enablers to
support the 12 Principles of Best Practice FP&A.

GETTING STARTED
What’s the first step to take in your journey to move toward
best practice FP&A? Our suggestion is you first get a base-
line by benchmarking your company or institution against
the 700-plus organizations in the database. (Visit http://
bit.ly/2yhPsmL to take the survey.) You’ll be able to iden-
tify key gaps in your company’s practices, which of course
is the first step to closing them. Then look at the IMA Man-
agement Accounting Competency Framework, paying par-
ticular attention to the sections on Planning & Reporting
and Decision Making. Last, conduct an IT assessment to
evaluate how well your systems are serving as a decision-
making platform rather than just a patchwork of tools.

After reading this article, you may feel that your organi-
zation is far from best practice FP&A. You aren’t alone. The
good news is that even small steps can make a big differ-
ence. Good luck on your personal journey to bring best
practice FP&A to your organization. We’re here as a
resource, so don’t hesitate to reach out. SF

Lawrence Serven is a globally recognized authority on enterprise
performance management (EPM). He began his career as FP&A Manager
at Pepsi Cola International and went on to found one of the fastest-
growing EPM software companies in North America. Lawrence is the
author of Value Planning: The New Approach to Building Value Every
Day (J. Wiley & Sons) and is coauthor of “Delivering Business Value: The
Role of FP&A in Execution” (http://bit.ly/2z6d5O6). He can be reached
at lserven@board.com or at (203) 977-3856.

IMA members can view Lawrence Serven’s Inside Talk
webinar on “12 Principles of Best Practice FP&A” at
http://bit.ly/2zAajAU.

Plans are driven
by well-defined
projects to move
the numbers in
the right direction.
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