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Financial and economic cataclysms 
have a way of uncovering chinks in  
the armor. For years, most companies 
ran business planning as a rote annual 
exercise that was cumbersome, time-
consuming, and devoid of enthusiasm.  
The recent crisis revealed the  
vulnerabilities: Volatile, complex,  
and fast-moving business markets 
have rendered the traditional approach 
to planning obsolete. It’s bad enough 
that managers haven’t prepared for 
market changes; worse still that they 
give investors poor guidance. 

Investor discontent may spur action. 
Leading companies now are pursuing  
a more effective and dynamic planning 
approach, one that makes real-time 
adjustments based on external factors, 
uses sophisticated analytics to improve 
the allocation of capital and resources, 
and broadens the planning perspective 
to include intangible investments and 
investor expectations.

Senior executives acknowledge that 
when it comes to planning, the ground 
has shifted under their feet, according 
to new survey research by Accenture. 
Dissatisfaction with traditional planning 
processes is on the rise, with only 11 
percent of companies surveyed fully 
satisfied with their planning capabilities, 
compared to 17 percent two years ago 
and 20 percent ten years ago1. 
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These firms have made hefty investments 
in planning capabilities and they want 
greater value to show for it. Their 
business plans and budgets were swept 
aside by the prolonged volatility in 
securities markets, commodity prices, 
and exchange rates. As sales declined 
and credit dried up, senior managers 
have become concerned about capital 
efficiency. They’re also acutely aware 
that corporate performance has been 
deviating sharply from the guidance 
given to investors. More than two-
thirds of companies surveyed report 
that planning accuracy diminished 
because of economic volatility, even  
as more than 80 percent of respondents  
recognize that the importance of 
building accurate plans has increased.

Investors hate to be misled

Deterministic, base case approach

Outputs restricted to internal processes

Emphasis on short-term profitability

Driven off historical performance and internal 
operations

Schedule-driven annual exercise

Probabilistic scenarios including risk factors

Outputs leveraged to communicate future  
value to investors

Broader planning scope covering balance sheet 
and cash flow

Grounded in market expectations and external 
trends

Monitoring of external environment, event
triggered reforecasting

Traditional planning Flexible, dynamic  planning 

Weak link to operations

Labor-intensive data collection, ad hoc

Planning tightly integrated to front line

Advanced analytics with real-time data 
integration into decision-making

Limited consideration of intangible assets Intangible assets linked to financial outcomes

Static, one-size-fits-all capital allocation Dynamic capital allocation, centralized 
stewardship but decentralized evaluation

Exemplars of new planning

Swiss Re  

Shell, UPS

American Express, Marriott, UPS

American Express, Constellation Energy

Best Buy, Statoil, Swedish Match 

Shell

Cemex, Tesco

Statoil, Zara

Best Buy, Harrah’s, UPS

Figure 1. Planning is dead; long live the new planning approach



5

The new planning approach is far  
better suited for this new environment  
of volatility and complexity, where 
both customer segments and emerging- 
market competitors are proliferating 
at an unprecedented rate. Shifting to 
this approach, as the experiences of 
Zara, Tesco, Swedish Match, and other 
companies attest, can lead to more  
efficient allocation of resources and 
help managers balance the competing  
demands of short-term profitability 
and long-term value creation. 

Accenture’s research and our work 
with companies globally show that  
effective planning requires mastery  
of three areas in particular:

About the research
Accenture commissioned an online survey of 273 companies from a cross-
section of industries, plus 41 public sector entities. The organizations are 
headquartered in North America, Asia-Pacific, Europe and Latin America. 
Roughly 60 per cent of respondents have annual revenues of more than $250 
million to $5 billion ($500 million to $5 billion in the U.S.). Respondents were 
mostly C-suite executives and senior managers extensively involved in the 
planning process.

The survey augmented our review of roughly 80 academic and practitioner 
articles and books on planning, budgeting, and forecasting published since 
2003. In addition, we drew on Accenture’s experience in planning and  
forecasting with hundreds of large corporate clients. 

•  Flexible and dynamic planning  
processes

•  More sophisticated analytics and 
frameworks for resource allocation

•  A broader planning perspective to 
account for the greater weight given 
to future value and intangible assets

This paper explores each area in detail. 
It offers practical guidance for building 
a superior planning capability, and  
addresses common barriers to imple-
menting this approach. Managers can’t 
predict the future, of course, but they 
can anticipate a range of possibilities 
and prepare to act quickly and decisively 
whatever course of events unfolds.
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In a volatile business environment, 
the tasks of targeting new markets 
and launching new products, or even 
growing existing markets, require 
greater agility in decision-making and 
therefore in the content and execution  
of planning. How can companies make 
their planning practices more flexible  
and responsive in order to foster agility? 

First, focus on what matters. 
Stated baldly, this sounds obvious—
but it’s rarely done in practice, as 
planning and target setting can easily 
devolve into navel-gazing. Consider 
that a company’s own historical  
performance remains the most  
frequently used benchmark for targets,  
as reported by more than 80 percent 
of organizations in the Accenture 
survey. Although competitive data, 
macroeconomic reports, and market 
expectations are used, respectively,  

by 80 percent, 75 percent and 67  
percent of respondents, only half  
of all companies use three or more 
major sources of external data for 
planning purposes. In short, a lot of 
time and effort goes into tracking and 
assembling information that has little 
predictive power.

Ditch those immaterial items and 
focus instead on the most material 
and volatile aspects of the business, 
to a greater level of detail. To that 
end, higher-performing companies 
leverage external information—on 
customers, competitors, investor 
expectations, and regulators—more 
extensively. They incorporate external 
benchmarks into their business targets.  
These aspects should be tracked through 
10-15 key performance indicators that 
explain virtually all of the company’s 
financial performance.

External pressures prompted Stockholm-
based Swedish Match, a global supplier 
of tobacco and lighting products, to 
make this shift. In the early 2000s, 
after a long period of stability, the 
smoke-free tobacco products market 
was attracting new competitors as 
well as younger consumers who were 
less loyal to certain brands. Executives 
realized their planning would need a  
tighter connection with both consumer 
and investor priorities. On the consumer 
side, Swedish Match began to more 
extensively incorporate A.C. Nielsen 
consumer ratings. On the investor side, 
the company incorporated expectations  
of free cash flow growth. By combining 
the two sets of information, executives 
then could define the few value drivers 
that mattered to total economic profit, 
which in turn is highly correlated with 
total return to shareholders. These and  
other changes have made Swedish 

Embedding flexible and 
dynamic processes
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Match’s planning and resource allocation 
more aligned with strategic goals, with 
greater predictability and control.

Incorporate a range  
of scenarios.
Scenario planning in business, which 
dates back to the 1970s, creates 
pre-defined alternative views of the 
future—reasonable answers to “what 
if” questions about changes in GDP, 
disruptive technologies, the bankruptcy 
of a competitor with a high market 
share, and so on. One of the scenario 
pioneers was Royal Dutch Shell, which 
invests in projects that can last 50 years 
or more. At Shell, scenario planning 
helped management prepare for the 
eventuality, if not the exact timing, 
of the 1973 oil crisis. Again in 1981, 
when other oil companies stockpiled 
after the Iran-Iraq war began, Shell 
sold off excess oil before the glut 
became a reality and prices collapsed. 

Scenario planning is a relatively new 
practice for many firms, but we expect 
a surge: While only 29 percent of 
organizations in our survey have  
practiced scenario planning for five 
years or more, three of four respondents  
that have this capability recently started 
using it more extensively because of 
economic volatility. 

Scenarios can help managers anticipate 
material changes in the environment 
and, assuming tight links to business  
processes, make decisions and course 
corrections more rapidly and effectively. 
An airline, for instance, may wish to 
evaluate the impact of an upcoming 
bitter winter on leisure travel as well 
as fuel prices. The scenarios selected 
should be evaluated by the impact 
they could have on the performance 
of the business, giving managers 
the chance to devise a response for 
a given situation. One professional 

services company, for instance, has 
upgraded its forecasting process and 
tools to incorporate scenarios around 
the supply and demand for skilled 
labor, so that the Human Resources 
function can better manage hiring, 
capability development, contracting, 
and compensation practices. 

Once that evaluation is completed, the 
company can define a series of actions 
that would be initiated if certain levels 
for metrics chosen as scenario triggers 
are reached. A course of action must 
then be communicated more broadly 
through the organization, in the form 
of specific targets and more qualitative  
guidance. For instance, the emergence 
of new competitive threats or external 
economic factors might trigger post-
ponement of discretionary and non-
strategic initiatives, thereby freeing 
up cash for higher-priority operational 
expenses or capital projects. 

Economic 
Profit

NOPAT

Capital

Adjusted 
Operating Profit

Revenue

Working Capital

Other Net B/S Items 

Rent Expense

Operating Lease 
Capital

Tax Rate

Primary Model Drivers

Economic Performance Model 
One retailer’s key value drivers

Debt/Equity Mix
Cost of Equity

Risk

Cost of 
Capital Cost of Debt

Procurement Effectiveness

Advertising Effectiveness/ 
Customer Perception

Investment in People/Turnover

Lease Renegotiation

Customer Type
Private Label $/Total Sales

Growth in Number of Customers
Growth in Category Sales

Inventory Management/Accuracy
Demand Variability & Forecasting
Speed-to-Stock/Speed-to-Market-
Market Supply & Demand Balancing

Vendor Contract Enforcement

Store Throughput

Other Operational Drivers

Customer Satisfaction
Innovation

Bold = Scorecard Measure

Underperforming Store Closure

Customer Purchase Frequency

Gross Margin Return on 
Logistics Expense

Gross Margin Return on Sales 
& Marketing Expense

Inventory

A/R & A/P

Other W/C
Rent Expense

Comp Store Sales

New Store Sales

Merchandise Cost

SG&A

Revenue/Rent $

Capitalization Rate

Tax Table

Other Expenses

Secondary Model Drivers

Inventory Turns
In-stock Rates

DSO, Days Payable

# of New Stores/Format

Sales per Store
# of Comp Stores/Format

Profit Mix

Product Cost
Warehousing Cost

Labor

Revenue/Rent $

Number of Customers

Average Basket Size
Average Square Footage

Figure 2. Focus on what matters
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Adjust for the impact  
of events. 
The calendar rules planning at most 
companies; managers even plan their 
vacation around it. While eight in 
ten respondents to our survey now 
execute event-triggered forecasts in 
addition to their formal forecasts, only 
one in ten have chosen to substitute 
formal planning calendar with an 
event-driven approach. That’s a  
major constraint on their agility and 
substantially increases the workload.

Event-driven planning speaks to the 
reality that circumstances can change 
quickly. Military strategy offers a  
useful analogy here, with its Observe, 
Orient, Decide, and Act loop, a decision-
making approach that has proven 
successful at adapting to the realities 
of an engagement more quickly and 
effectively than the enemy (see Figure 

3). In the business arena as well, how  
quickly an organization becomes aware 
of change and responds is an important  
capability for improving performance. 

The most useful way to incorporate 
events is by monitoring a set of value 
drivers chosen for their volatility and 
material impact on the business—say, 
patent expirations for pharmaceutical  
firms and grain price fluctuations for 
food companies.  Tolerance ranges 
can be defined for each value driver, 
and when the tolerance level has 
been reached, the organization should 
revise its plan and reallocate resourc-
es in order to close the expected gap.

Tesco, the U.K.’s largest grocery chain, 
has created its own weather team and  
proprietary software to better forecast  
temperatures and how consumer 
demand changes with them2. That’s 
helping Tesco reduce costs, avoid 

spoilage of food such as meat for 
barbecue, and manage inventories for 
spikes in demand. The system successfully 
predicted temperature drops during 
the summer 2009 that led to a major 
increase in demand for soup, winter 
vegetables, and cold-weather puddings.

Take it to the front lines. 
At half of the companies we surveyed, 
the Finance function assembles  
forecasts with limited participation  
from operational line managers.  
Accenture research shows that 
when business environment volatility 
increases, those companies are more 
likely to report diminished forecast 
accuracy than are their peers that 
involve operations in forecasting, as 
shown in Figure 4. 

Event-driven planningU.S. military approach 

Reforecast

Evaluate
scenarios

Reallocate
resources

Track
Performance

triggers

Orient

Decide

Act

Observe

Source: Col John Boyd, http://www.mindsim.com/mindsim/corporate/ooda.html 

One must continually observe, orient, decide, 
and act in order to achieve and maintain 
freedom of action and maximize the chances 
for survival and prosperity.

By systematically monitoring a series of 
performance related triggers, organizations are 
able to sense changes and respond dynamically 
by reallocating resources.  

Figure 3. A military analogy to event-driven planning 
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Companies where forecasts are prepared 
by a Finance Team or individuals within 
Finance who also have other responsibilities

21%

Strongly agreed

51%

72%

16%
12%

Companies where forecasts are prepared 
by cross-functional teams

26%

41%

67%

26%

6%

Companies where forecasts are prepared 
by Operations

8%

46%

54%

23% 23%

Agreed Neither agree nor disagree Disagree

Figure 4. Forecasting is more accurate when prepared by Operations rather 
than Finance

Please indicate your agreement with the following statement: “Our forecasting  
accuracy has been negatively impacted by the volatility of the business environment”.

This confirms our experience that “what 
if” analysis, combined with the event-
driven component, won’t succeed if 
restricted to a small, centralized team 
or to the Finance function. Speed and 
intelligence in re-planning require far 
more involvement of front-line operating  
staff who have their antenna tuned to 
shifts in customer priorities, competitor  
pricing moves, and other changes in 
local market conditions. Front-line 
troops are best placed to provide the 
assumptions for key value drivers, 
starting with an accurate forecast  
of demand, since changes in demand 
impact sales, inventory levels, production 
volumes, and staffing needs. People 
at the front lines also have greater 
awareness of shifts in their market-
place, and should bear the responsibility 
of updating forecast models. 

Finance, meanwhile, still has the 
central role of building the planning 
model, challenging the assumptions of 
front-line managers, and coordinating 
the effort. Finance also must ensure 
that senior management understands 
the financial impact of its decisions 
and plans.

In the notoriously fickly fashion industry,  
most retail chains decide which clothes 
should to go which stores at what 
time by analyzing sales data and applying  
statistical techniques to generate a 
demand forecast. Store staff has a 
limited role in this “push” model. 
Spanish retailer Zara relies instead on 
its store managers to tell headquarters 
what they think could sell immediately 
at their locations. Headquarters then 
coordinates with its suppliers to get 
those clothes as quickly as possible to 
the stores. Zara has become renowned 
for its quick turnaround and accurate 
assessment of hot and cold items.

Statoil, a Norwegian oil and gas firm, 
abandoned budgeting altogether for 
a combination of forecasts, balanced 
scorecards and real-time resource 
allocation—all starting with front-line 
analysis. Now at Statoil, targets are 
set and updated depending on the 
performance of other companies and 
the forecast is simply a best guess 
about the future. What drives action 
on the company’s balanced scorecard 
is the comparison between the two. 
While some common assumptions 
are set centrally, Statoil has dispersed 
forecasting throughout the organization.  
Bjarte Bogsnes, who oversaw the 
planning changes, said: “You have to 
build the forecasts from the front line, 
where people have the information. 
We have one forecasting principle: 
forecasting is something you should 
do for yourself.” As a result, Statoil’s 
forecasts have become richer, more 
accurate, and less time-consuming3. 
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Globalization brings the promise of 
new markets, economies of scale, 
diversification, and access to broader 
pools of talent. The flip side of  
globalization involves greater  
complexity in making investment 
choices in individual markets, each 
with potentially different risks,  
regulatory regimes, and customer 
priorities. To improve the return on 
their investment bets and make better 
resource allocation decisions across 
multiple geographies, managers can 
adopt more rigorous technologies  
and frameworks. 
 

Collect better data and 
step up the analytics. 
Advanced analytics have become a 
key source of competitive advantage 
over the past decade or so. By analytics,  
we mean employing quantitative 
methods to derive actionable insights 
from data, then using those insights 
to shape business decisions and, 
ultimately, to improve outcomes. 
Accenture research confirms that 
high-performance businesses— 
those that substantially outperform 
competitors over the long term and 
across economic, industry, and leadership 
cycles—are five times more likely to 
use analytics strategically compared 
with low performers4. 

Casino company Harrah’s Entertainment, 
for instance, uses a database of 5 
million individuals to track behavior 

at a minute level. CEO Gary Loveman, 
an analytics champion, regularly asks 
employees, “Do we think this is true, 
or do we know?” Powered by the 
underlying analytics, Harrah’s strategy 
has proven robust through a wide 
range of economic and geographic 
situations, and has handily outperformed 
competitors during the recent recession.

Superior analytics starts with good 
data. Poor quality of underlying data 
remains a major problem worldwide, 
and investing in analytics while the 
underlying data remains dirty is a 
waste of money. For the purposes of 
planning, it’s essential to determine 
what is the highest priority data and 
then to validate, clean, and consolidate 
that data. Capital One, for instance, 
estimates that one-quarter of its IT 
organization works on ensuring the 
quality and integrity of company data. 

Leveraging sophisticated 
analytics and frameworks 
for resource allocation
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Part of data management involves 
assessing what additional data is 
necessary, especially external data, 
and where it can be obtained. Many 
firms possess surprisingly little solid 
information on market share of their 
major product segments, customer 
repurchase intent, brand equity data 
for their own and competing brands, 
and so on. The heaps of available data 
must be winnowed to determine which 
data points are most pertinent to  
various investment options and  
planning scenarios.

Armed with high-quality, comprehensive 
data, managers must put it to use. We 
classify advanced analytical techniques 
into three broad categories:

Predictive analytics 
Encompasses statistical and data-mining 
techniques that analyze current and 
historical data, extract hidden patterns 
from it, and make predictions about 
future events pertinent to evaluated 
business decisions. In the competitive  
Netherlands health care market, 
Ignatius Hospital undertakes advanced 
statistical analysis of patients and 
procedures in order to predict trends 
such as the number of treatments 
required in a period of time and the 
duration of treatment for each patient. 
This helps Ignatius determine the 
number of employees required to staff 
the kidney center over short and long 
terms. Given the scarcity of specialist 
personnel, predictive analysis becomes 
a competitive advantage5.  

Consensus methods 
Use the opinions of experts and crowds, 
along with mechanical algorithms, to  
guide decisions about major investments. 
Prediction markets, for instance,  
operate on the principle that a crowd, 
collectively, can often make better 
decisions than individual managers. 
When electronics retailer Best Buy 
wants to know if a new product or 
idea is likely to succeed, it may seek 
the opinion of rank-and-file employees 
by turning to its internal TagTrade 
market, which allows employees 
to trade imaginary stocks based on 
answers to managers’ questions. 
TagTrade has often proved to be  
more accurate than the company’s 
official forecasts6.
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Build clear frameworks for 
capital allocation. 
Resource allocation processes are 
often flawed in that they tend to 
ignore the true cost of capital and its 
impact on shareholder value creation. 
Performance targets for individual 
departments often undermine capital 
cost effectiveness, because the metrics  
to assess managers are based on 
accounting principles rather than on 
measures that favor value creation. 
Projects that do not meet the cost  
of capital, but appear to help meet 
revenue or profit targets, thus may 
proceed despite the fact that they 
destroy value. 

A more effective capital allocation 
framework, such as that shown in 
Figure 5, rewards employees who act 
like owners, by ensuring that only 
projects with a return greater than 
the cost of capital go ahead. (The 
capital/value relationship is foreign 

to many managers, and may require 
some education before it can be rolled 
out.) Criteria should also include non-
financial benefits such as employee 
satisfaction, enhanced capabilities, 
or customer service improvements, as 
these are just as important as base 
case financials.

A structured framework also explicitly 
links capital allocation with the strategic 
plan. When strategies are ambiguous 
and only qualitative, senior management  
decisions can best be viewed as merely 
gambles, not informed choices about 
value creation.

American Express7 traditionally had a 
fragmented process for capital allocation,  
with various business units and product  
groups acting solely in their own 
interests. Several years ago, the  
company embarked on an effort to 
break down these divisions and provide  
an objective means to allocating 
resources the best initiatives across 

the entire portfolio. A team led by the 
CFO created a highly structured frame-
work that is nevertheless balanced with 
more entrepreneurial features, such 
as decentralized project evaluation. 
The relevant operating units agree on 
all assumptions, and those units take 
part in real-time iterations throughout 
the year in response to internal and 
external changes. The more structured 
approach has yielded several benefits, 
including better comparison of  
investment options across business 
units and more sharing of best practices.

Capital allocation should be adjusted 
for risk, of course. In the Accenture 
survey, companies that explicitly tie 
risk management to planning report 
higher satisfaction with their strategic 
and capital planning and are more 
confident in the adequacy of their 
planning capabilities for evaluation  
of major investments. 

Characteristics
• Consistent ongoing and post-implementation 

reviews 
• All aspects of processes iterated throughout 

the year
• Centralized control but decentralized project 

evaluation 

Strategic 
Planning & 
Evaluation

Set 
Targets Operationalize Performance

Management

Feedback loops

Economic Capital
Tangible
• Fixed assets, working capital

Intangible
• Credit rating, borrowing capacity, 

receivables certainty 

Non-Economic Capital
Tangible
• Employees, customers, suppliers, brands/ 

innovation, alliances and networks

Intangible
• Management quality and experience, 

workforce loyalty and adaptibility

Value 
Creation

Training and Knowledge Management

Governance

Organizational Alignment

Technology

Figure 5. A structured capital allocation framework
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The natural response by managers to  
economic volatility may be to focus 
on shorter-term planning sub-processes, 
such as forecasting. But overreaction 
to short-term economic fluctuations 
inevitably impairs long-term strategy 
and compromises a company’s ability 
to create value in the future. A broader 
planning perspective would strike the  
right balance between short-term and 
long-term performance and take into 
account both capital and investment  
in activities that may fall in the 
selling, general, and administrative 
(SG&A) category, but nonetheless 
are crucial for future value creation. 
To that end, strategic planning and 
intangible assets both have major 
roles to play.

Renew the focus on  
strategic planning. 
The discipline of strategic planning 
has lost its luster of late amidst the 
economic turmoil; some 13 percent of 
companies that Accenture surveyed 
do not execute any strategic planning. 
Yet the discipline remains relevant in 
addressing several key questions:

• Are we getting a premium value for 
a differentiated strategy and plan?

• What components of our portfolio 
are driving the premium?

• What are the critical drivers of 
strategy going forward? 

• How do we communicate those 
drivers to investors in order to 
maintain a premium valuation?

• Which projects deserve our biggest 
bets?

We go back to the crucial role of 
investors. Their expectations on how 
the company’s future will exceed GDP 
growth or outperform peers should be 
a cornerstone for strategic planning, 
by setting an objective level of future 
performance. To illustrate the point 
with a simple index, one company we 
worked with had an expected EBIT 
performance by year-end 2009 of 100. 
Senior management would simply 
extrapolate its past performance to 
set its three-year plan, with a result 
of 115. Shifting to an investor-centric 
approach caused management to use 
investors’ expectation of growing free 
cash flow by 7 percent per year. After 
converting free cash flow growth into 
EBIT growth, the result became 123. 
Management then identified what 
additional actions were needed to 
reach the new objective level.

Taking a broader perspective  
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Strategic planning also helps to maintain 
a healthy balance sheet. In today’s 
world of more restricted credit, cash-
flow management and forecasting  
has become a critical capability. 
Companies with strong cash flow 
and balance sheet planning are more 
effective at executing their strategies 
and responding to new opportunities 
and challenges: Over 90 percent of  
our survey respondents that are fully 
satisfied with their cash flow and  
balance sheet planning processes said 
that they are able to execute their 
strategic plans effectively and efficiently; 
that compares to 60 percent and 70 
percent, respectively, for their peers 
that do not execute cash flow and 
balance sheet planning.

Balance sheet planning should address:

• What are the expected cash flows 
from operating, investing and 
financing activities?

• What are the relevant ratio trends 
of a strong balance sheet?

• What are the special needs of key 
assets over the projection period?

• What are the forecasted internal 
sources of funds and needs for new 
external funding? 

• What are the scenarios to adjust 
the financial plan as economic and 
competitive events unfold?

Net 
present 
value

Risk

Cost H M

0
0

500

1,000

2,000

1,500

2 4 6 8 10

L

Project Prioritization Matrix

Business impact

H M L

Incorporate intangible assets. 
It’s no secret that intangible assets 
such as brand, intellectual property, 
channel relationships, and human 
capital drive a growing proportion of 
business value. In 1980, 80 percent 
of the market value of an average 
S&P 500 stock could be directly tied 
to tangible assets such as factories 
and equipment8, whereas 20 years 
later that proportion dropped to what 
we estimate as 25 percent, with the 
remaining 75 percent attributable 
largely to intangibles. 

Yet traditional planning misses this 
trend. One-third of the organizations 
surveyed by Accenture do not plan for 
intangibles in any form. Several factors 
account for this lapse: Measurement 
of intangibles can be more difficult, as 
can devising direct links of intangibles 
to financial outcomes. 

Figure 6. Strategic planning helps to prioritize bets
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As a result, companies risk under-
managing some of their most important 
drivers of value. SG&A costs such 
as employee training, research, and 
customer relationship management 
clearly create future benefits, but they 
have to be expensed as incurred rather 
than recognized on the balance sheet 
and amortized over time. That intensifies 
the pressure to favor short-term  
market expectations over long-term 
value creation.

A broader perspective recognizes  
that certain SG&A costs should  
be managed strategically. This is  
particularly important for companies 
with a major portion of their enterprise  
value driven by intangibles. That’s  
the case with one internal services 
firm (call it ServiceCo), where the 
measurement of three intangibles—
employee engagement, communication, 
and company culture—stand out. 

ServiceCo defines engagement as the 
extent to which an employee knows 
and understands the company’s mission,  
has an emotional attachment to that 
vision and is energized to carry it out. 
ServiceCo has determined that more 
than 80 percent of its associates are 
engaged or highly engaged in their 
jobs. This figure is much higher than 
that for other competitors in the 
industry, according to benchmarking 
research. Moreover the company is 
able, through continual customer surveys,  
to establish a direct link between 
engagement and site profit, customer 
satisfaction, and the frequency of 
repeat business.
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Planning in the public sector

Despite these challenges, various 
components of the new planning  
approach have been adopted  
successfully in the public sector.  
The state of Hesse, Germany, 
for instance, has responded to 
increased service demands by  
being more rigorous about linking 
funding decisions to political goals.  
Hesse implemented a balanced 
scorecard for some 600 services 
across eight ministries, and publicly  
reports progress along a set of 
key performance indicators. In the 
U.S. state of Massachusetts, the 
Executive Office of Health and 
Human Services has moved to a 
planning approach that emphasizes  
outcomes rather than budget—and 
outcomes are defined in terms of 
the governor’s and citizens’ priorities.  
The Office provides a forum for its 
16 member agencies to engage in 
strategic planning and coordinate  
their goals so that they’re all aligned 
with the same defined outcomes. 

As fiscal pressures intensify, we 
expect unions, agency heads, and 
legislators to be more receptive  
to public management that  
emphasizes outcomes, accountability, 
and resource allocation. Effective 
planning is a good way to start  
that transition.     

The strain of the global credit crisis, 
coupled with rising government 
deficits, highlights the need for more 
effective planning in the public  
sector. However, the politicized 
nature of any public service entity 
(PSE) raises different challenges:

•	Strategic	planning	cannot	determine	
key drivers and outcomes via 
conventional methods. The key 
stakeholders—citizens—are more 
heterogeneous than consumers, 
and the return on their invested 
capital comes in the form of 
improved quality of life. 

•	Large-scale	public	sector	projects	
occur over an extensive time 
horizon. Implementation stretches 
over several election cycles, which 
makes	project	leadership	more	
unstable. 

•	Target	setting	has	to	accommodate	 
a work culture that’s highly 
attuned	to	job	security.

•	Moving	from	a	budget-based	to	
a resource-allocation-based logic 
may be hard to achieve, because 
expenditure is often perceived as 
value creation.  

•	Private	companies	aim	to	forecast	
profitability and tend to focus 
more on microeconomic variations 
tied to their industry. Public  
sector forecasting focuses more 
on macroeconomic policy changes 
that could affect the service  
environment.

•	Many	PSEs	are	virtual	monopolies	
in their service provision, so they 
don’t have a strong motivation 
for scenario planning. 
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The building blocks of an effective 
planning approach, detailed in this 
paper, often involve a change in 
mindset and behavior among various  
parts of an organization. We’re 
well aware that this type of change 
requires a significant effort, starting 
early on, to educate people about 
planning and convince them of the 
merits of this approach for their 
own domain and the enterprise as 
a whole. Senior management must 
communicate, in different forums and 
many times, what the new planning 
approach is, why it matters, and what 
changes it will involve.

But communication is just the start. 
It’s also critical to enlist the active 
participation of operating business 
units, not just the Finance unit, starting 
with front-line staff who are closest  
to customers. While participation 
from a larger group of people might 

seem to make life more chaotic, it 
actually allows companies to make 
faster course adjustments, rather than 
waiting until a designated quarterly or 
year-end calendar commitment.  

The senior team must be willing to 
address and overcome three common 
barriers to successful implementation:

1. Uncertainty about  
how to begin. 
Senior management typically will 
have to contend with extensive, often 
inconsistent published information 
about planning practices, different 
viewpoints within their own team, 
and highly disparate levels of planning 
competency in their organization. That 
makes it difficult to discern exactly 
which leading practices fit their own 
situation, or to map out specific steps 
for moving ahead. 

A number of planning innovators  
mention the value of an external 
partner, dedicated full-time to the 
campaign. A partner fluent in the 
full range of best practices will be 
able to bring deeper knowledge and 
a dispassionate and critical eye to 
the discussion. It can inject objective 
analysis into turf disputes and act as 
a safe sounding board for members of 
the team. Jonas Nordquist, a senior 
vice-president at Swedish Match, notes 
the value of using “the strong best-
practice competence and experience 
of an external partner” combined with 
an internal team. Working with an 
external partner “made the process 
of laying a stable foundation and to 
reach a common understanding for key 
principles of the solution much more 
efficient,” he says. 

Breaking down the  
organizational barriers
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2. An unclear business case. 
Traditionally, planning enhancements 
have been justified by new process 
efficiencies that led to staff cuts in 
Finance. By contrast, the primary  
benefit of the new planning approach 
is the ability to make smarter business  
decisions—a worthy goal but not 
immediately beneficial to the cost  
side of the equation. 

Senior management, especially a  
designated senior executive sponsor, 
thus must build a business case for 
change. The sponsor should designate 
key stakeholders from Marketing,  
IT, Finance, and other units to join a 
governance committee early on that 
can identify how each area will gain 
from the initiative. The head of sales, 
for instance, might be swayed by the 
fact that measurement of his performance 
will shift from a focus on SG&A cost 

alone to an SG&A/net sales ratio, 
which opens the door to hiring more 
sales people.
 

3. Skepticism among  
the troops. 
From middle management on down 
to line employees, many people view 
planning as a bureaucratic exercise 
characterized by gaming and worthless 
negotiation. Regular and credible  
communications, as well as selective  
training sessions, are essential to 
securing support from the people who 
actually generate information for 
planning and forecasting. 

Members of the governance committee  
should view their role in part as 
ambassadors to their own units. 
Swedish Match, for example, began  
its shift to the new planning approach 
in its Northern Europe division. The 

initiative had a high priority on the 
division management agenda, including 
HR, sales, the supply chain, and other 
functions. Structured regularity helped 
keep the initiative top of mind amidst 
regular business, and those managers  
participated in developing the 
approach and helped sell the initiative 
to employees in their units. 

Line employees should also be directly 
involved in any planning transformation,  
and the earlier the better. Early  
participation helps to develop a sense 
of ownership in the process and thus 
mitigate the natural resistance to change.

Figure 7. Although the new planning approach is universally applicable, there 
are industry-specific characteristics as well

Consumer Goods/Retail/Services
• Fast-paced, sensitive to consumer 

confidence and priorities
• Mature, intense competition
• Brand-based portfolios

• Short- to medium-term horizons
• Comprehensive driver-based planning models
• Event-driven forecasting
• Dynamic resource reallocation across product/service portfolios
• Predictive analytics (demand patterns)

Resources/Utilities/Energy 
• Long lead times
• Capital-intensive 
• High sensitivity to market risks
• High proportion of future value

• Longer-term horizons 
• Models grounded in macroeconomic conditions
• Probabilistic planning for active reinvestments
• Option-based, risk-adjusted investment evaluation models
• Focus on intangibles and balance sheet

Financial Services 
• Increasingly regulated
• High risk exposure and volatility
• Capital structure
• Scrutiny from investor community

• Balance sheet and cash-flow planning
• Collaboration of planning and risk management
• Regulatory compliance 
• Leveraging planning for investor communications
• Business environment monitoring and predictive analytics

Communications/Technology
• Continuous technology evolution
• Strategic positioning
• Knowledge-based assets
• High capital intensity (some segments)

• Strategic planning
• Event-driven forecasting and dynamic resource reallocation
• Intangibles and future value
• Consensus planning methods (e.g., crowd sourcing) and 

probabilistic approaches to investment evaluation

Public Sector
• Highly politicized and regulated
• Resource stewardship
• Non-financial aspects

• Very-long-term horizons
• SG&A and intangibles
• Capital stewardship
• Need for better budgeting and resource allocation 
• Control role of planning

Industry characteristics Differentiating planning capabilities



Good planning matters to investors. 
Research by Accenture and Cranfield 
University School of Management9  
suggests that investor expectations 
are a key factor affecting share  
prices, and a number of studies from 
2000-2003 found that future value 
comprises roughly half of market 
capitalization. Management’s  
credibility with investors depends 
on the accuracy of its forecasts, the 
depth of its preparedness for future 
scenarios, and the agility of its  
decision-making in response to  
external events. 

Investor confidence has been rattled 
of late. Unless investors believe in a 
company’s long-term prospects, they’ll 
put pressure on management to 
maximize short-term profits. Yet we 
estimate that only half of companies 
provide sufficient market guidance 

beyond the coming fiscal year. As a 
result, the expected future value that 
investors assign a company will be 
constrained to short-term certainties. 
Management risks bypassing long-
term value creating opportunities if 
these carry a negative short-term 
impact on profitability, since the short-
term aspect carries much greater 
weight in future value calculations. 

The new approach to planning will 
consequently encourage managers to 
pursue more long-term value creating 
investments regardless of their  
short-term profitability. With better 
information, investors can assign a 
greater future value to investments 
beyond the immediate fiscal year. And 
that gives managers the leeway they 
need to take risks and place bets.
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Showing investors a more 
credible future  
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Questions for managers

Are we well positioned to respond to 
new opportunities and challenges?

Are we getting a premium value for a 
differentiated strategy and plan?

Do we know and consider how value 
has shifted among our competitors 
over time?

Do we understand which components  
of our portfolio are driving the premium?

Do we have a standard procedure for  
making trade-offs around investment  
decisions, to balance short-term 
earnings and longer-term investment 
requirements?

Do we know the critical drivers  
of value in our business? Do we  
communicate them effectively to 
investors?

How does our ability to plan, forecast, 
and report key value drivers compare 
to leading practices?

What are the gaps in our planning 
capability?

How quickly can we identify and assess 
the business impact of changes in the 
environment?

Do we have the necessary information 
and analytical capabilities for our 
planning processes? 
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