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Introduction

The concept of enterprise performance management (EPM) combines the intent and
direction of an organization with operations in a manner which can be predicted,
monitored, and guided. Regardless of an organization’s industry or position
inside an industry segment, the sound practice of EPM to drive the organization’s
agenda falls under the “blocking and tackling” category of management activities
for executives, operations directors, and members of an organization manage-
ment team.

In order to create a set of opportunities that then lead to desired outcomes, such
as increased profit, increased market share, or decreased competitive threats,
organizations deploy a strategy to define their company. The word “strategy”
derives from the Greek word strategos, which derives from two words: stratos
(army) and ago (ancient Greek for leading). Strategos referred to a 'military com-
mander' during the age of Athenian Democracy. In military usage, “strategy” is
distinct from tactics, which are concerned with the conduct of an engagement,
while strategy is concerned with how different engagements are linked. So, how
a battle is fought is a matter of tactics: the terms and conditions. Whether the bat-
tle is fought on and whether it should be fought at all is a matter of strategy.

Similarly in business, companies have a tendency to focus on the tactics—parti-
cularly those that impact day to day operations for working professionals, rather
than the strategy for the direction of how their organization is growing, increasing
market share, sales, and overall corporate performance.

Strategic approaches vary from industry to industry, but they generally feature
long-range plans that outline where a company expects to be in the next three, five,
or even ten years. Some corporate cultures extend their strategic window even to
20 years and beyond, creating a seamless integration between strategy and the cor-
poration’s transition to the next generation of their leaders. How organizations put
that strategy into action through the development and implement of sound opera-
ting models separates the winners from losers in the marketplace.

But EPM goes beyond strategy. It takes into account what is needed to monetize
and commercialize a business, operate its many functions and business units, so

-
-
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that the performance of the entire organization may be managed. There are a
number of tasks, both financial and non-financial, to manage enterprise perfor-
mance. However, since most of the enterprise-level activities appear to reside in
the finance function, we emphasize that function with mention to others through-
out our discussion. We also provide a broad survey of SAP EPM solutions and
additional capabilities that can increase the maturity and effectiveness of EPM as
a discipline inside of the organization.

This book is designed in part to not only serve as a guide for navigating a com-
pany’s strategic journey, but to also provide a process for laying out the plans and
execution elements for a company to get there. The material covers 13 chapters
across four parts of the book, so you as the reader can use this as a reference from
cover-to-cover or simply jump into a particular topic which is of timely impor-
tance and interest.

Part I: The EPM Foundation

The goal of this part is to provide a foundational understanding of the perfor-
mance management process, including steps that need to be taken before readers
can build strategy and use SAP EPM. These chapters are more process-oriented
than solution-oriented.

� In Chapter 1 we provide an overview of strategy, some of the processes and
approaches used to manage and plan performance, and how to address the gaps
that a company may encounter as it attempts to execute strategy in its day to
day operations.

� In Chapter 2 we discuss the notion of a lifecycle and methodology for perfor-
mance management, covering topics from strategy definition to detailed plan-
ning, reporting, and monitoring.

� In Chapter 3 we introduce the core components of the SAP EPM Solution Suite,
exploring how all of these components fit into the EPM process.

Part II: EPM Product Solutions from SAP

The chapters in this part of the book focus on the specific SAP solutions that make
up the SAP EPM portfolio. You’ll also understand how these solutions help with
the processes discussed in Part 1.
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� In Chapter 4 we explore SAP Strategy Management, and how this product sup-
ports the financial performance and enterprise strategy formulation and execu-
tion activities.

� In Chapter 5 we explore SAP Business Planning and Consolidation, and how
this product focuses on the budgeting, planning, and forecasting aspects.

� In Chapter 6 we explore SAP Profitability and Cost Management, and how this
product addresses optimizing costs, process effectiveness, and planning and
budgeting re-sources.

� In Chapter 7 we explore SAP Financial Information Management, and how this
product serves as the “glue” for integrating SAP EPM solutions. 

� In Chapter 8 we explore the reporting and monitoring phase of the EPM life-
cycle and how this is transforming processes across multiple SAP EPM products
and SAP BI tools. 

Part III: Leveraging Capabilities from Alternative Software Solutions

These chapters explore how SAP EPM can be leveraged with other solutions
(including those in SAP ERP). They will build on the foundational SAP EPM solu-
tion, and offer ways to further expand the flexibility and effectiveness of SAP
EPM.

� In Chapter 9 we look at financial close as well as consolidation and disclosure
products.

� In Chapter 10 we look at SAP Rapid Deployment solutions, which take pre-built
content and pre-defined services and package them in a bundle that customers
can purchase as one solution to drive SAP EPM capabilities and accelerate SAP
EPM adoption.

� In Chapter 11 we look at integrating SAP EPM with other SAP solutions, inves-
tigating how to extend EPM capabilities into other SAP solutions. 

Part IV: The Future of Enterprise Performance Management

These chapters highlight the future and planned innovations for SAP EPM.

� In Chapter 12 we look at new technologies such as big data, cloud, mobile com-
puting and predictive analytics, and explore how they relate to EPM and what
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finance personnel in particular need to know and be thinking about when con-
sidering their use.

� Finally in Chapter 13, we take a look ahead to the future of EPM and SAP EPM
solutions, with key trends and potential impacts to SAP EPM solution road map
topics.

In this book, the overall framework of EPM and the corresponding SAP solution
set will be presented, along with detailed solution scenarios which will illustrate
how to organize and perform basic tasks and configurations using the various
approaches discussed. 
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“A successful man is one who can lay a firm foundation with the bricks 
others have thrown at him.” 
—David Brinkley 

1 Introduction to Enterprise Performance 
Management

Over the years, SAP has developed a comprehensive, enterprise-wide portfolio of
software designed to make the execution of business operations more efficient.
While execution is the key to any operational objective, the strategy and planning
elements surrounding why execution should occur and the context in which exe-
cution should be performed was, for many years, absent from the SAP portfolio.
The latest strategy and business execution method incorporates formal
approaches to performance management—using the latest advances in analytics
and best practices—to address market opportunities pursuant to strategy and
financial execution. In this way, strategy is aligned, performance is predictable,
and better business decisions may be made by those in executive and manage-
ment positions. This formal approach is otherwise known as enterprise perfor-
mance management (which we’ll refer to as EPM).

This chapter explains what EPM is, how this management approach is used to
track effective strategies, and overviews the corresponding budgetary and plan-
ning frameworks that are used in business and enabled by the SAP EPM solution
suite. This chapter approaches EPM very generally to give you the foundational
understanding of how SAP EPM addresses organization needs and issues; these
are explained in more detail in the subsequent chapters.

1.1 Enterprise Performance Management: What It Means

When we’re immersed in an area of expertise, it’s all too common to assume
everyone knows what the acronyms mean—enterprise resource planning (ERP),
customer relationship management (CRM), or EPM, for example. Quite a few peo-
ple ask this very question—“What exactly is EPM?” 
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EPM is the means of driving improved performance through the entire organiza-
tion. This requires organizational alignment, process improvements, and technol-
ogy so these processes can be performed as efficiently as possible. Enterprise per-
formance management applications help to document and translate goals; track
key performance indicators; build portfolios of strategic initiatives; manage
change programs; establish accountability and control, streamlined planning,
budgeting, and forecasting processes; perform profitability and cost analysis; and
monitor and report progress and issues. They also support better collaboration
and communication to promote faster decision making and help translate these
decisions into actions. 

Simply stated, the goal of SAP EPM is to help customers align, adapt, and operate
better. Better alignment is crucial to driving consistent strategy execution. It
requires that everyone is on the same page by linking goals, metrics, and plans
throughout the organization. Better organizational agility means organizations
can adapt to quickly changing circumstances and are prepared and able to adjust
plans rapidly and realign resources to seize opportunities or mitigate risks. Better
operating processes are the principal means to profitability and efficiency
improvements. This means enabling customers to make informed decisions that
drive the bottom line and reduce the time for and costs of regulatory compliance.

Gartner defines performance management as "the combination of management
methodologies, metrics, and technologies that enables users to define, monitor,
and optimize results and outcomes to achieve personal or departmental objec-
tives, while enabling alignment with strategic objectives across multiple organiza-
tional levels: personal, process, group, departmental, corporate or business eco-
system.

EPM is a triad of people, processes, and technology. At the heart of the SAP EPM
framework is a set of analytical applications (historically focused on the office of
finance but now extending beyond finance into operations) that supports strategy
management; planning, budgeting and forecasting; profitability and cost manage-
ment; and consolidated financial reporting and disclosure management.

This can be visualized as a four-step process starting with defining a strategy and
prioritizing initiatives through planning and execution, monitoring and analyzing
performance, and on to modeling and optimizing for future performance. Argu-
ably, some activities, such as monitoring and reporting and various forms of anal-
ysis, are ongoing—or should be. Rigorous attention to this end-to-end lifecycle
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will help organizations be more aligned, be more adaptable, and operate better—
as borne out by analyst research. For example, shortly after the financial crisis a
2009 Aberdeen Group study entitled, “Financial Planning, Budgeting, and Fore-
casting: Managing in Uncertain Economic Times,” determined that best-in-class
organizations were able to improve agility and better adapt to changing condi-
tions. Some of the key findings in this study showed the following: 

� Best-in-class organizations have reduced budget process cycle time by 24%,
which is a 27% improvement over last year and 3.6 times more improvement
than “Industry Average” and “Laggard” organizations.

� The best-in-class have produced 317% more improvement in profitability
through better planning, budgeting, and forecasting.

� Top performers are half as likely as they were a year ago to leave budgets fixed
throughout the year.

� Best-in-class are 45% less likely to simply prepare budgets based on historical
data and are 157% more likely to use performance-based budgeting (PBB)
results-oriented planning and budgeting.

We will start by explaining how enterprise performance management drives the
strategy of your organization towards execution. Even with all of the best tools in
the world, if you don’t have a good framework, decision-making becomes largely
an educated guess based on experience. This is where EPM comes in. 

The second conversation involves differentiating EPM from business intelligence
(BI) because many BI vendors have broadened their portfolios to include EPM
solutions. BI comprises the tools for analysis and reporting that aid decision mak-
ing. A variety of BI tools are available today that address requirements ranging
from more common multidimensional analysis through data mining all the way to
sophisticated predictive analysis. 

1.1.1 EPM Drives Strategy to Execution

You can think of EPM in terms of processes, such as financial planning, forecast-
ing, and budgeting practices. Financial planning and analysis is the most common

Note

SAP EPM also contains solutions to support accounting and financial close processes.
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application for EPM, but it can (and arguably should) be applied to a broader set
of verticals. 

Consider the end-to-end financial planning and analysis process as going from
strategy through planning to profitable execution. This goes from strategy defini-
tion and documentation, into the detailed planning, budgeting, and forecasting
process. It’s important to note that strategy needs to precede planning and bud-
geting to ensure that medium-term value-producing initiatives get resourced.
Profitability, cost modeling, and other strategic modeling activities can be thought
of as either coming at the end of one cycle (assessing how things are going and
what can be done better), or the beginning analysis that precedes the next round
of strategy planning. Underpinning all of this is the monitoring and reporting, in
which BI tools are leveraged.

Because SAP EPM extends SAP BusinessObjects BI, it should be seen as comple-
mentary. (Arguably, SAP BusinessObjects BI extends SAP EPM as well, depending
on your perspective.) They are both relevant solution sets in terms of improved
decision making and performance. 

1.1.2 EPM Builds on BI by Leveraging Information

Assuming one has good data and makes good decisions, what is left is the space
between the reports, which is occupied by process and action.

From an SAP perspective, BI deals with the analytics of presenting and using
information in an open context. You can slice, dice, aggregate, and present infor-
mation using SAP BusinessObjects BI tools such as SAP Lumira, an analytic dash-
board environment. EPM builds on BI and other information sources by leverag-
ing information in automated processes. It does this to track and monitor
corporate enterprise performance in a select domain of frameworks. For example,
SAP EPM focuses on strategic level scorecards and key performance indicators (KPIs)
that are used to measure overall enterprise performance, whereas BI tools are

Audience

EPM tools are generally used by finance teams, corporate executives, directors, and
heads of line of business (LOB)—such as business units, divisions, and subsidiaries—to
gauge corporate-level performance.
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often best served at departmental and operational levels, presenting information
in dashboards and other visualizations.

The most generic case involves solutions that were originally intended to enable
strategic execution. The most popular of these probably are the balanced score-
card (BSC) solutions that many vendors offer (you can find more information
about BSC solutions in Chapter 2). In the next sections, we’ll describe perfor-
mance management in more detail. We’ll discuss how performance management
goes beyond business intelligence, as well as overview some of the challenges that
organizations face when trying to institute a performance management culture.

1.2 Performance Management

In simple terms, performance management deals with managing activities and
monitoring metrics, ensuring there is organizational alignment or focus on things
that will make the most difference, and instituting best practices. Performance
management covers communication of strategy and plans; optimization of plan-
ning, forecasting and budgeting; and other analysis activities, including monitor-
ing progress and establishing a culture of fact-based decision making, proactive
action, collaboration, and accountability.

Audience

BI tools often are used by managers, supervisors, and staff in the execution of analysis
and scenario planning.

Note

The terms enterprise performance management (EPM), corporate performance manage-
ment (CPM), and business performance management (BPM) are essentially the same
thing. You can treat these terms interchangeably. 

Ventana Research defines financial performance management (FPM) as the process of
addressing the often overlapping people, process, information, and technology issues
that affect how well finance organizations operate and support the activities of the rest
of their organizations. FPM deals with the full cycle of finance department activities,
which include planning and budgeting, analysis, assessment and review, closing and
consolidation, internal financial reporting and external financial reporting, as well as the
underlying information technology systems that support them.
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Performance management is about going from historical, lagging indicators and
financial-centric metrics to a more holistic, future-oriented view that’s based on a
broader set of metrics that includes more leading indicators. Using this kind of
information to build more granular data models helps support early detection of
problems. Through the use of automated alerts and better collaboration techniques,
managers are more equipped to rapidly respond to changing market conditions.

In the next section, we’ll discuss the differences between performance manage-
ment and BI. 

1.2.1 Performance Management versus BI

BI is usually a more straightforward proposition than implementing performance
management principles (particularly for IT) because it does not require a well-
defined process to exist. We all need accurate, complete, and timely information
upon which to base decisions and the tools to analyze it effectively. BI as a concept
is easier to grasp and a more easily justifiable business investment. 

Performance management embraces organizational and process improvement
and the effective use of technology intended to accelerate the flow of information
and creation of knowledge. Performance management applications associate tar-
gets with specific business processes, identify the best practices, and replicate
them across the organization. In doing so, performance management helps busi-
nesses achieve the following: 

� Communicate strategy and business plans, as well as common goals.

� Reduce time and effort in planning, budgeting, and forecasting processes.

� Improve the accuracy and detail in forecasts.

� Measure the impact initiatives are having on KPIs and make resources a priority
to ensure optimal results.

� Improve efficiency by delivering more projects on schedule and under budget,
with improved ability to measure and manage the delivery of services. 

� Identify and mitigate recurring incidents better, and identify the root causes of
issues.

� Collaborate with other stakeholders to proactively discuss critical issues.

� Achieve budgeted targets and drive performance improvements throughout
the organization.
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� Compare business unit performance side by side or with other relevant bench-
marks. 

� Share best practices and link to other relevant content.

� Engage users—anywhere and anytime—via their mobile devices.

Now let’s look at some of the performance management challenges facing busi-
nesses today.

1.2.2 Performance Management Challenges Facing Businesses Today

A number of performance management challenges facing businesses today can
impact the shape, form, and timing of strategy formulation and execution activi-
ties. In the face of tumultuous conditions that disrupt strategic plans, organiza-
tions can use performance management more creatively to try to solve external
event-driven problems. There is also a longer term organizational trend, with
more businesses evolving into a networked structure with more formal ties to
partners.

Changing Shape of the Enterprise

Without question, the modern enterprise is changing radically beyond the tradi-
tional four walls of the organization. In many cases, the actions of value chain
members and trading partners within an organization’s ecosystem can have a
greater influence on an organization’s bottom-line performance indicators than
some internally controlled metrics and measures. As such, a holistic view of inter-
nal and external information—in real time—is required to most effectively steer
an organization in today’s turbulent conditions. Performance management prac-
tices and EPM solutions can provide this visibility both inside the organization
and across the value chain. Another much discussed issue is the so called strategy-
to-execution gap that we’ll look at now.

Strategy-to-Execution Gap

The additional challenge that managers and their teams face is the communica-
tion needed to interact successfully with the “C-suite,” those officers and execu-
tives holding corporate and divisional executive authority. Executives live in a
financially driven environment, and its value chain and managers are the respon-
sible actors to execute those processes. An executive’s world is one of financial

955-3.book  Seite 37  Dienstag, 13. Mai 2014  3:34 15



38

Introduction to Enterprise Performance Management1

analyst reporting, slide shows, complex spreadsheets, and graphical figures that
represent strategic intent. More often than not, these tools don’t have the power
or the integration of real-time enterprise data, allowing for forward-looking pro-
jections, decision making, and competitive analysis. To compensate, many exec-
utive and management teams—absent of a process or framework—employ a set
of tasks as shown in Figure 1.1. These tasks rarely (if ever) address the root-cause
issue in the organization: namely this absence of structure and process needed to
effectively create strategies, transcribe actions into operational plans, and moni-
tor performance. 

Figure 1.1  Typical Strategy-to-Execution Lifecycle (Lacking Strategy Formulation/Execution 
Process)

Innovative technologies provide one approach to collapsing this gap and ensuring
corporate strategic outcomes can be fully realized. EPM solutions can provide the
framework for the deployment of a portfolio of initiatives, programs, and projects
while allowing the monitoring and reporting of results in real time.

The next section introduces the concepts of an end-to-end lifecycle that starts and
ends with strategic planning. There are various terms used to name this lifecycle,
all of which essentially refer to the same thing. In the past we called this the Strat-
egy-to-Execution Lifecycle, but it’s now referred to more often by SAP as the finan-
cial planning and analysis lifecycle. This is because customers are very focused on
improving the efficiency of their planning and budgeting phases; the new termi-
nology is intended to place more emphasis on the planning aspect of EPM. 

How well does
this work in your

organization?

Executive retreatData gathering

Employee reviews

Strategic and
operational reviews

Strategy
implementation

Budgeting process
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1.3 Financial Planning and Analysis Lifecycle

The approaches we discuss in the following sections can reduce the time required
to move an organization to faster and more profitable adoption of an end-to-end
financial planning and analysis methodology. Much the same way a methodology
is helpful when implementing information systems, so too can these approaches
be useful to implement business practices. 

1.3.1 Strategy: The Starting Point in an Enterprise Performance 
Management System

The first step in the financial planning and analysis lifecycle is to sit down and
develop a good strategy. A good (“balanced”) strategy seeks to keep an eye on
longer-term goals, while meeting short-term priorities to sustain strong and
steady growth. The strategy should also reflect the needs of a variety of stakehold-
ers and not just focus on financial performance. Regardless of the particular meth-
odology you use to develop your strategy, several common elements exist that
form the basis of a management system: 

� Objectives that you want to accomplish

� Work (tasks and activities) that needs to happen 

� Measures for determining your progress and success in achieving them

An organization needs a mix of objectives—linked in cause-and-effect relation-
ships—that enable it to achieve its short-term goals without completely mortgag-
ing the future. If strategy ends up looking like an enlarged financial plan, that’s
likely to signify future problems. 

Moving Beyond Just Financial Goals

There’s plenty of information to be found to explain the “what” and “why”
behind having a strategy that focuses beyond just the financial goals. And effec-
tive execution still remains the biggest sticking point. It’s much harder, however,
to find much in the way of a beginner’s guide to building a strategy management
system or the processes used to govern the system. A general approach to creating
a strategic planning system is as follows:

1. Assess the current environment internally and externally—what’s the current
state of the company, what are its strengths and weaknesses, what’s happening
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in the world outside in terms of market needs, competition, regulatory issues,
and geo-political considerations?

2. Develop a broad strategic framework—what’s the business trying to achieve?
What need is it filling?

3. Create a balanced set of objectives—more than just the financial ones.

4. Determine performance measures for the objectives.

5. Define a portfolio of initiatives—what needs to happen to achieve the objec-
tives?

6. Incorporate risk—evaluate targets in terms of the risk involved and adjust
accordingly.

1.3.2 Enabling the Financial Planning and Analysis Lifecycle

Just like Major League Baseball’s claim that “good team performance is measured
over seasons, not innings,” good corporate performance is measured in financial
years, not months or quarters. However, strategic plans more often span multiple
years while containing shorter-term targets that map to the performance sought
in the current financial year. The development of a long-term strategy might take
nearly a whole year in large enterprises. Once in place, the annual planning that
precedes each financial year in May only take a month or so.

The financial planning and analysis lifecycle looks much the same, regardless of
whether a new strategy is being implemented or an existing one is just being
tweaked. There are essentially four phases in the financial planning and analysis
lifecycle, as shown in Figure 1.2:

1. Develop and translate strategy
The strategy is developed and resources are aligned around organizational
objectives in this phase.

2. Planning, budgeting, and forecasting
The financial and operational plans and budgets are established in this phase.

3. Profitability and cost management
Performance is analyzed, different scenarios are tested, decisions to optimize
profitability are made, and information for the next step is collected in this
phase.
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4. Monitoring and reporting
Performance is monitored and reports are used to support financial and oper-
ational decision making. Note that monitoring and reporting is more of an
ongoing activity than a separate phase—you should never stop doing this,
regardless of where you are in the execution of the other three phases.

Figure 1.2  The Financial Planning and Analysis Lifecycle

1.3.3 Financial Planning and Analysis Lifecycle in Practice

In practice, things are a little messier than what we just described. The typical
strategy-to-execution lifecycle is likely to always start with an executive offsite,
followed by business units attempting to define business objectives while the
budgeting process gets underway. 

In the ideal world, after defining the strategic plan, companies would carry out
detailed planning and budgeting and tie these plans to strategic objectives. After
all, if you don’t know what the objectives are, how can you really determine how
to allocate discretionary spending? This might seem obvious, but it often isn’t the
case. 

A decade ago, management leaders Robert Kaplan and David Norton (the archi-
tects of the balanced scorecard (BSC) framework) found that 60% of organizations
failed to effectively link budgets to strategy. Based on our work with customers,
we believe that number hasn’t changed significantly since that time. As such, it’s
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not surprising that little consideration is given to longer-term strategic objectives,
which tend to be more of an afterthought than an integral element in the planning
process. The problem is that even with a good strategy in place, organizations
resort to business as usual, with tactical challenges and short-term financial targets
absorbing all the time and resources. Hence, the effort to meet near-term targets
comes at the expense of long-range objectives.

Now that you have an understanding of the different phases that EPM facilitates
for organizations, we’ll discuss some of the phases in more detail, along with the
issues that businesses face. Each section in turn is addressed by EPM solutions;
you’ll find more information about these in Part 2 of the book. 

1.4 Key Organizational Issues and Concepts

In this section, we’ll highlight many areas in which organizations struggle the
most when trying to implement the financial planning and analysis lifecycle.
You’ll then find suggestions, best practices, and key concepts that we’ve found
help overcome these issues. Each of the following sections also corresponds to
later chapters of the book, when we discuss SAP EPM applications in more detail.

1.4.1 Strategy Formulation

The executive boardroom, much like a manufacturing shop floor or a retail distri-
bution center, has a way of executing tasks, a vocabulary that defines those tasks,
and information used to support those tasks unique to its position in the organi-
zation. For executives accustomed to the boardroom and “C-suite,” it can be
difficult to determine the best scenario to effectively implement strategy in the
organization from a position distant from the organization’s operations. To
understand this transition from strategy to operations, the next subsections will
discuss the basics of strategy formulation, which are required at all levels of the
process.

The Strategy Pyramid

A typical strategy pyramid is shown in Figure 1.3. The initial step of the strategy
is to define the mission of the organization. Generally, this mission does not
change over the life of an organization; rather, it is fine-tuned and refined over
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time. This is the reason for the organization existence and creates the business
nature for its executives and stakeholders. A mission is usually expressed as a mis-
sion statement that can be communicated by executive management throughout
the organization and its stakeholders. The mission statement defines what the
organization does, its purpose for being, and what it intends to do in the future. 

Figure 1.3  The Strategy Pyramid

A mission isn’t enough to delineate why a company, which likely exists in a com-
petitive market, should be successful or why anyone should consider investing in
it or buying from it. An organization’s vision provides the quintessential “so
what?” answer beyond the purpose of an organization. 

Example

An example of a mission statement might be, “We are global leaders in the develop-
ment of commercial wireless communication devices.” 

Example

The same organization could further use a vision statement to express a belief system, or
claim, as some marketing experts might state, to delineate itself in the marketplace. An
example of a vision statement for this organization might be, “We believe that our peo-
ple, customers, and the communities in which we serve are our key stakeholders, and
our business relationships will be conducted with honesty, integrity, and trust.” 

Strategic

Why does the company exist?

Where does the company want to be in < 10 years?

What outcomes does the company hope to achieve?

What milestones will the company set for itself over time?

How will each function execute the plan annually?

How will each business operation execute the plan annually?

Objectives

Goals

Vision

Mission

Tactical
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Operational tactical plans
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While these elements can be formulated into a plan, further direction is usually
required to operationalize a strategy into measurable actions. Goals define the spe-
cific outcomes that a company hopes to achieve. These are broad statements, iter-
ated without description of how these outcomes will be attained. “We will be the
market leader in commercial wireless direct sales in North America” is a goal for
our company example. 

The development of discrete objectives comes when the strategy formulation
begins to take on specific concrete examples. Objectives are measurable actions,
generally within one to three years, that state what will be accomplished and by
when. “Our market share in the industrial products sector will be 28% by the end
of fiscal year 2015” is an example objective for our wireless company. It states
specifically what is expected by when and provides a certain level of clarity
around the direction.

Goals and objectives are important components of strategy formulation. Without
them, executive management has nothing to offer in the way of direction to its
management team. Management is usually responsible for a variety of goals and
objectives in functional domains, for example, human resources, information tech-
nology, and finance. Once given the strategic goals and direction, the functions can
then determine tactical plans, which are generally developed on an annual basis
with a corresponding set of resources (budget, staff, suppliers, etc.) to accomplish
the plan. Oftentimes, large multinational corporations or companies that organize
their business to address specific operations or industries may also have tactical
plans based on operational domains. Operational domains can be grouped by cus-
tomer, industry sector, product portfolio, service domain, or geography.

Roadblocks to Strategy Execution

Along the course of developing and implementing strategy, roadblocks will sur-
face in the marketplace and internally that can impact the ability of a company to
execute its strategy. These risks can be internal based on the organization’s ability
to manage challenging demands of its resources and stakeholders. Risks can also
be external, based on the various influences effecting the organization “outside
the four walls” of its operations. Figure 1.4 provides an illustration of some of
these impacts due to internal and external factors.

Companies generally face key business challenges in the deployment of strategy
and performance management concepts. Strategy and performance management
“mandates” often come from corporate or business unit leadership and are dis-
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tilled through the organization with an equal chance of success or failure based on
the acceptance of management. However, approaches can be used to provide the
foundation for strategy to be successfully deployed in the organization, in the
same way good construction techniques are used to build a sturdy home. In this
way, executive management can effectively build on strategy in the form of oper-
ational goals and objectives that then move the various parts of an organization in
the direction set by its strategy.

Figure 1.4  Internal and External Factors and the Impact on Strategy

1.4.2 Planning, Budgeting, and Forecasting

The current expectation is that CFOs must add value by helping the organization
outperform stakeholder’s financial targets. This means generating more profit in
the private sector or achieving more cost-effective outcomes in the public sector.
The focus on margins means they must also deliver increasingly higher levels of
service at lower cost.

The CFO faces various challenges, among which are issues around financial data—
the fact that it’s held in a variety of applications and databases across the enter-
prise, from multiple vendors, in a variety of formats. While suffering from data
issues, the CFO’s team is being pressed by operational and department heads for
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access to accurate information to support their own business processes—and
while all this is happening, the finance team needs to progress its own financial
processes for a successful close and the completion of a compliance marathon.

There are a number of common goals that we see in organizations when it comes
to planning and budgeting: 

� Align financial and operational plans with strategic objectives and goals.

� Improve planning accuracy and associated costs.

� Reduce budget cycle time.

� Spend more time on analysis and less time on transactional work. 

� Quickly model potential business strategies, and decide on a course of action
that maximizes value creation.

� Have confidence in financial results and reports. 

All of these goals are pursued while managing costs and evaluation returns on ini-
tiatives and at the same time improving planning accuracy. We’ll discuss some of
these goals and issues in the following subsections.

Shortcomings of the Traditional Budget-Driven Organization

Most organizations still use an annual budgeting cycle (although increasingly
alternative approaches are being adopted, e.g., rolling forecasts, aggregated bud-
gets or some of the ideas being espoused by the Beyond Budgeting movement).
There are many shortcomings to this lengthy process in part because it has grown
away from it intended purpose. 

The first and somewhat obvious question is to ask how much focus is put on
medium-term initiatives (the ones that focus beyond the end of the current finan-
cial year). How much attention is being put on terms that will cause an impact
down the road, if not this year? 

Example

One discount electronics company had been riding high, particularly as some of its com-
petitors were going out of business. But the company failed to notice some emerging
trends quickly enough, namely social media and smartphone apps that allow shoppers
to do in-store price comparisons. Combined with a competitor slashing the prices on
LCD flat-screen TVs, this dramatically affected the discount electronics company’s reve-
nues mid-year. 
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From an operational standpoint, using something more granular than a list of stra-
tegic objectives and KPIs to manage day-to-day activities seems like overkill to a
supervisor or a line manager. From their perspective, the budget isn’t so bad, so
why worry? The problem is (as was the case with the electronics company in the
preceding example) that the annual budgets pre-allocate money and resources,
both strategic and operational, once a year. And if the focus is just short term,
then how would anyone necessarily have seen the rapid changes that were to
emerge?

Strategy defines the goals the organization is striving to achieve—it’s about
stretching to achieve what’s possible. Budgeting, on the other hand, sets limits on
these goals, and then planning figures out what’s really possible. 

Budgeting decisions can often be ad hoc and highly political. But to get the most
from the limited resources, those resources have to be prioritized based on
impact. There has to be a better way of separating between nice to have and need
to have.

Best Practices for Linking Strategy and Budgets

Often, linking strategy to budgets and executing budgets to a given strategy can be
disconnected. In reality, they should fit hand and glove in the mission and oper-
ational orientation to the enterprise. 

The balanced scorecard (BSC) framework was widely adopted by companies in an
attempt to become more “strategy-focused.” We’ve found that it’s essential to
make sure the right mix of KPIs (financial/nonfinancial, short term, medium term)
is reflected in the budget.

Furthermore, the budgeting process needs to include separate funding for value-cre-
ating strategic initiatives that are cross functional in nature and not solely owned by
a single department/function. This can be decomposed in a number of ways: across
product mixes and product line families (even by SKU), regionally via geographic
profit centers, or operationally across organization mixes. No matter how the
decomposition occurs, organizations can realize the value from funding initiatives
owned by specific leaders in the business, so this can be tracked, monitored, and
reported. (We’ll discuss the relationship between EPM and individual and group
performance management in reward and recognition models in Chapter 2 and sub-
sequent discussions on how to extend SAP EPM into SAP ERP solutions.)
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1.4.3 Financial Information Management 

Financial management of the enterprise is a way not only to be compliant with
reporting and governance models, but also to provide financial enablement of the
enterprise in its pursuit of its mission. In this case, financial scenarios are realized
as a result of the organization’s actions in the execution of its business strategies.
In this book, we focus on the elements of financial management, including the
financial close process, which are critical for the realization of the economic
objectives of the organization. The financial performance of the operational exe-
cution provides the financial enablement of the enterprise’s strategic realization.
A number of SAP EPM solutions address various financial information manage-
ment challenges and structures. We’ll define those challenges and structures here
and then address how SAP EPM solutions address different approaches in sub-
sequent chapters.

The basis for financial management is the structure of the general ledger (GL) and
what many professionals refer to as the chart of accounts, which can span a num-
ber of organizations, regions, and product lines (you can see an example in Fig-
ure 1.5). Building out the GL occurs throughout the enterprise in a corporate
reporting structure.

Figure 1.5  Charts of Accounts Structure for a Globally Operating Enterprise

Internal reporting unit

Corporate reporting entity
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1.4.4 Profitability and Cost Management 

The same business conditions that affect planning also make profitability and cost
analysis paramount. Increasing volatility in markets, commodity prices, and
stocks; and increasing globalization tend to make companies more conservative.
This in turn means they need to focus more on margins to maintain profitability.
Profitability in also being squeezed further by more competition while increasing
regulation is making it harder to do business. Stakeholders such as customers,
suppliers, shareholders, regulators, and society-at-large demand more transpar-
ency, which can also put pressure on maintaining margins. EPM solutions can
provide this transparency in real time.

Shifting Business Trends Impact Margins and Cost

Greater specialization and partnership arrangements mean portfolios of products
and services often do not come from a single organization but are the result of col-
laboration across an ecosystem of partners. 

Increasingly, as we shift more toward a service-based economy, indirect costs as
part of overall costs are growing. As organizations introduce shared service cen-
ters to achieve economies of scale, these new indirect costs need to be allocated.
In many organizations, cross-charges are a constant source of irritation and bick-
ering between the shared services provider and the business units. Why? Because
there’s often a limited understanding of how the demands of the business unit
influence these costs, with cross-charges often being little more than a simple
apportionment of total IT costs.

Companies struggle to move from traditional cost-cutting measures (layoffs, reor-
ganizations, across-the-board cost cutting, outsourcing, etc.) approaches to more
flexible and transparent models. Often these integrated approaches to looking at
finance come at a high training expense, and system environments must be con-
figured specifically to meet these needs. Fortunately, as we’ll show in subsequent
chapters, customers of SAP EPM solutions are able to easily adapt to these self-ser-
vice and flexible financial approaches.

Methods of Cost Allocation and Profit Realization

Finance organizations struggle with accurately apportioning all costs to specific
products and services. Rapidly changing business conditions make what-if sim-
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ulations a key requirement to prepare for any possibility. Determining individ-
ual product costs and revenue for pricing and production decisions is challeng-
ing, and assuming the highest-revenue products are the most profitable can be a
mistake.

Many questions remain unanswered. Finance organizations need to determine
the following:

� Which products and customers are profitable and which are loss-making?

� What exactly should be done with the loss-making products and customers? 

� Are the true drivers of cost and profitability understood?

� How can costs be cut without compromising service?

� Are there any pockets of excess capacity that should be targeted?

� Are the reasons behind what is driving the growing cost of shared services clear?

Each organization has its own policies based on adopted reporting and gover-
nance models, that are in turn based on geography and industry. The point is that
the rules surrounding how to allocate cost and when to realize margin are chang-
ing and may be inconsistent even between operating units of the same multina-
tional corporation. EPM approaches can help address these issues.

The Over-Burdened Finance Department

Finance commonly lacks the time, tools, and, sometimes, the experience to tackle
profitability issues well. Dealing with compliance and reporting and running the
broader administrative functions of the department can leave little time for more
strategic work.

In essence, finance needs to have instant (preferably real-time) access to all rele-
vant data and be able to explore detailed data easily. It needs to make all necessary
analysis, calculations, and simulations as needed and perform faster financial
analysis and reports. The finance department needs to gain deep insights into all
existing latest data and be assured that the data is trusted and complete.

1.4.5 Monitoring and Reporting

Monitoring and reporting is an ongoing effort. As we mentioned previously, it
shouldn’t be tacked on to the end of the planning and budgeting phase to happen
in between this and the next round of strategic planning (as some methodologies
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have it). EPM applications often include views and reports to allow for time-based
monitoring throughout the entire lifecycle. Additional value can be attained by
leveraging BI tools to provide more enhanced reporting and analysis capabilities.
So from a solution perspective, when we discuss this topic, we focus on BI tools
in addition to the monitoring and reporting capabilities found in the EPM appli-
cations.

Of course, the assumption here is that most organizations are using BI tools exten-
sively, which is not the case in reality (in fact, probably only round 20% of busi-
ness users are using BI proactively, which means BI isn’t being used to measure
performance). Also, because most organizations are still relying on spreadsheets
as their primary planning tool, it’s highly likely the reporting is spreadsheet
based, linked to the transactional systems, or just simply not happening. 

A fundamental challenge for monitoring and reporting is having access to good,
complete data. Most of the data used is likely to reside in a data warehouse or one
or more Online Analytical Processing (OLAP) databases that permit rapid access to
consolidated data in a form that facilitates faster analysis and reporting. But the
data could also reside in other transactional databases and applications, or even
require manual data entry in some instances. So the first and arguably biggest
challenge is integrating all the necessary data. This is sometimes referred to as an
Extract, Transform, and Load (ETL) process with the output being data from mul-
tiple systems, combined, transformed, and optimized for BI reporting.

Governance Reporting 

Reporting remains one of the most time-intensive operations finance has to deal
with, despite the amount of tools and technologies available in the market today.
Often, organizations lack the oversight and governance—the way initiatives, busi-
ness practices, and operating models are managed throughout the organization—
they need to drive investments to outcomes. The following are typical governance
reporting challenges:

� Data accuracy and predictability
With historical data residing in multiple systems and spreadsheets, there is no
central data store. 

� Process efficiency and standards
There is often no linkage and enforcement with standard business processes.
The consolidation process takes too long and is error prone.
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� Execution usability and adaptability
Many consolidation products are difficult to use and inflexible—designed for
power users—and there is too much dependency on IT for business-specific
tasks.

These challenges are compounded by the dynamic regulatory landscape, dis-
cussed earlier, which finance organizations have to deal with as well as industry-
specific requirements. Still, finance is under pressure to report faster and with
greater accuracy. Once again, SAP EPM solutions can offer organizations a leg up
on their specific governance reporting needs.

1.5 SAP Enterprise Performance Management 
for the Finance Portfolio 

The SAP Enterprise Performance Management (SAP EPM) portfolio is a compre-
hensive set of applications intended to enable both the end-to-end strategy
through planning to profitable execution lifecycle—often referred to as financial
planning and analysis—and the close to disclose applications as illustrated in Fig-
ure 1.6. These are focused on the three key elements of EPM activities supporting
the strategy-to-execution processes:

1. Increase organizational alignment and agility:

� Set and translate strategy.

� Create plans, budgets, and forecasts.

2. Help the enterprise make better decisions that drive profitability:

� Analyze performance.

� Model and optimize profitability.

3. Deliver a faster, more reliable close to disclose the process:

� Prepare consolidated financial statements for management and regulatory
purposes.

� Disclose financial data to internal and external stakeholders.

The SAP EPM portfolio is intended to enable the steps we discussed in Section 1.3,
as well as address the organization’s issues discussed in Section 1.4.1.
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Figure 1.6  The SAP EPM Solution Portfolio Addressing Three Key Legs of EPM Activities

1.5.1 Why SAP?

Let’s just pause for a moment and reflect on the reasons most customers would
cite for choosing SAP solutions for EPM in the first place. SAP is a recognized mar-
ket-leading portfolio for EPM with more than 10,000 customers—more than any
other vendor. Therefore, future customers can feel confident that choosing SAP
carries a lower risk than implementing other vendors’ solutions that may have a
less proven track record.

The current portfolio evolved out of a number of acquisitions that began (in what
seems a long time ago) in 2006. Since then, the portfolio has evolved through
major releases to become the most comprehensive, easy-to-use, innovative solu-
tion set on the market as evidenced by the top rankings the portfolio continues to
receive from leading industry analyst firms.

Most Complete Solution

The SAP EPM portfolio is among the most complete suites of EPM solutions avail-
able on the market, covering everything you need for setting and aligning strategy

Note

We are primarily concerned with the financial performance end of things in this book,
and for more information on the financial close applications, please refer to the book
Accelerated Financial Closing with SAP by James Fisher, Elizabeth Milne, and Birgit Star-
manns (SAP PRESS, 2014).
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through disclosing financial results. Customers benefit from being able to deploy
multiple solutions offering a broad set of feature-rich capabilities from one ven-
dor. The key advantage of a “one-stop shop” approach is better integration and
the correspondingly lower cost of implementing these solutions.

SAP customers with an existing investment in the SAP NetWeaver platform par-
ticularly benefit from being able to leverage data from the SAP Business Ware-
house (SAP BW) and SAP ERP applications that further reduces the cost of owner-
ship (lower TCO).

Usability

SAP continues to invest in making solutions easier to use and deploy. To this end,
the existing EPM solutions can be deployed on premise and through a variety of
cloud-based options to address the needs all types of organizations while offering
customers increased flexibility in how they deploy and access these applications

Performance improvements can be accelerated through the use of best practices,
and prebuilt content improves time to value. Recognizing these benefits, SAP con-
tinues to deliver more out-of-the-box industry and line of business content.

Innovative

The SAP EPM solutions are equipped with mobile, web, and Microsoft Office
(Excel) interfaces for all types of users, which contributes to improved rates of
user adoption. With these mobile-ready applications, users can consume informa-
tion, input data on the fly, analyze, and initiate action wherever they might be.
Faster action is critical to achieving the levels of agility needed to compete and
win in today’s rapidly changing business world.

Big data is so pervasive now that we often don’t think about it. The ability to pro-
cess big data sets is an expectation. Finance organizations can leverage the power
of SAP HANA for extreme performance, which allows them to better support the
business requirements for more detail and faster information processing.

Predictive Analytics

Lastly, competing in today’s marketplace means going beyond knowing what just
happened. To run smarter, everyone needs to have meaning everywhere and any-
time. 
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Business users spend a great deal of time trying to get a grip on what just hap-
pened and what it means for the future. They need to answer questions such as
these: What is happening in the market? Why have sales slipped? What will hap-
pen in the future? What is the risk if it does or does not happen? How will we pre-
vent it from happening again or ensure better outcomes in the future? What is the
best course of action? 

SAP Predictive Analysis can be integrated with SAP EPM to leverage big data for
more accurate plans and forecasts. This will help customers move decision making
from sense and respond to predict and act.

1.5.2 SAP EPM Applications

The use of SAP EPM applications to enable finance processes helps increase orga-
nizational alignment and agility. These applications are used to document and
translate strategies and create plans, budgets, and forecasts. They help the enterprise
make decisions that drive profitability by supporting processes for analyzing per-
formance and modeling and optimizing profitability.

The close and disclose applications help deliver a faster, more reliable close-to-dis-
close process by enabling the preparation of consolidated financial statements for
management and regulatory purposes. They also are used to create financial dis-
closure reports for internal and external stakeholders. SAP has a comprehensive
suite of solutions to address each of these areas. You can find more detailed infor-
mation and discussion about these solutions in Part II of this book. 

The following are the strategy and planning applications:

� SAP Strategy Management
Focuses on the strategy formulation and execution of value-based initiatives
using KPIs.

� SAP Business Planning and Consolidation 
Focuses on the development and consolidation of financial and business plans.

The following are the analysis and optimization applications:

� SAP Business Planning and Consolidation
This is also part of the strategy and planning set.

� SAP Profitability and Cost Management
Focuses on the cost and margin performance of specific project or investment
initiatives.
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The following are the close and disclose applications:

� SAP Business Planning and Consolidation
Previously mentioned.

� SAP Financial Consolidation
Used for the consolidation within a business entity and specific SAP financial
instance.

� SAP Intercompany
Used for the consolidation across business entities and specific SAP financial
instances. 

� SAP Disclosure Management
Used for the specific regulatory disclosure and reporting needs of generally
public businesses.

1.5.3 EPM Processes Powered by SAP HANA

The SAP vision is the concept of enterprise business planning that includes
resource planning and integration with the execution systems such as SAP Cus-
tomer Relationship Management (SAP CRM), SAP Supply Chain Management
(SAP SCM), and SAP ERP/SAP Business Suite. 

The platform to enable this is SAP HANA, which provides a high-performing
reporting and planning platform to handle complex calculations, large data vol-
umes, and real-time access. SAP HANA will enable a new class of planning appli-
cations that was never available before to truly deliver enterprise business plan-
ning with common metadata, models, security, and process monitoring.

Real-Time Analysis and Decision Support with SAP HANA 

With in-memory capabilities of SAP HANA, SAP EPM applications can provide
organizations with more options for detailed modelling and business scenario
analysis, including:

� Conducting dynamic planning/forecasting to shorten planning cycles and help
develop faster responses in a volatile economy.

� Enabling cross-functional detailed planning with SAP HANA as a platform that
can be integrated with other SAP applications such as SAP ERP on SAP HANA
(to avoid unnecessary data duplications).
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The vision is to extend beyond the realm of internally focused planning applica-
tions to be able to better support other real-time performance management pro-
cesses powered by SAP HANA. We will have a look at the impact of SAP HANA to
SAP EPM applications in Chapter 12.

Now let’s turn our attention to project planning considerations and best practices
for introducing an SAP EPM system. 
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“In preparing for battle I have always found that plans are useless, but 
planning is indispensable.” 
—Dwight D. Eisenhower

5 SAP Business Planning and Consolidation 
(Planning, Budgeting, and Forecasting)

This is the second of five chapters that cover the products used to enable the
financial planning and analysis scenario. Here, we cover SAP Business Planning
and Consolidation (which we’ll refer to in only this chapter as SAP BPC) but focus
on the budgeting, planning, and forecasting aspects (the consolidations aspect is
covered in Chapter 9). SAP BPC is a complete, unified solution for financial and
operational planning, budgeting, and forecasting, as well as complete consolida-
tion and reporting through a single user interface (UI). There are two versions of
the SAP BPC software (licensed separately): version for the Microsoft Platform
and version for SAP NetWeaver, which can be powered by SAP HANA. We’ll talk
about this in Section 5.3.

Planning, budgeting, and forecasting are the core processes within the end-to-end
financial planning and analysis lifecycle. Not surprisingly, this is where the vast
majority of customers focus their attention. Most customers are likely to indicate
the need for increased efficiency as the primary motivation for implementing this
application.

In this chapter, we’ll first explore the challenges that organizations face when
planning their finances, which also necessitates the use of SAP BPC. You’ll get a
general sense of the planning activities and strategies that companies employ, as
well as SAP BPC’s features. 

Note

There are two versions of SAP BPC, but we focus on the NetWeaver version. You’ll also
see some of the important architectural changes that are evolving rapidly with the advent
of a unified data model; this will be the basis of a new integrated planning solution. 
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We’ll discuss the budgeting process and issues with forecasting planning that are
leading many companies to switch over to rolling forecasting and driver-based
planning processes. Next, we’ll discuss planning system requirements as a lead
in to the more technical features of SAP BPC and the discussion on the next
generation solution: BW-IP. We wrap up with a look at some of the key differen-
tiators that make SAP BPC one of the leading planning applications on the mar-
ket. Now let’s get going with a review of the challenges to financial planning and
budgeting.

5.1 Business Challenges in Financial Planning 
and Budgeting

Organizations today need the ability to model potential business strategies and
different scenarios and decide on a course of action that maximizes value creation.
At the same time, they must manage costs closely and evaluate the returns on cho-
sen initiatives. The increasing pressure to retain customers, combined with grow-
ing complexity arising from growing customer expectations and expanding prod-
uct lines, is placing corresponding demands on finance for more timely and
precise information.

A number of common goals permeate organizations when it comes to planning
and budgeting. Organizations are looking to become more efficient and effective
so they can do the following better: 

� Align financial and operational plans with strategic objectives and goals.

� Plan with more accuracy and with true allocation of associated costs.

� Reduce budget cycle time.

� Spend more time on analysis and less time on transactional work. 

� Model potential business strategies faster and decide on a course of action that
maximizes value creation.

� Generate timely financial results and reports based on trustworthy data. 

In the following sections, we’ll go over some of the specific challenges that the
CFO faces when it comes to financial planning and budgeting, and what a com-
pany can do to achieve success.

955-3.book  Seite 196  Dienstag, 13. Mai 2014  3:34 15

Business Challenges in Financial Planning and Budgeting 5.1

197

5.1.1 CFO Challenges

Among the multitude of challenges CFOs face, many issues concern financial data,
especially the fact that the data is held in a variety of applications and databases
across the enterprise from multiple vendors in a variety of formats. Accessing data
can be problematic and incur costly IT support. There is a general lack of trust in
data used owing to the problems of accessing it easily, quickly, and reliably. In
addition to suffering from data issues, the finance team is under pressure from
operational and department heads for access to accurate information that sup-
ports their own business processes. While all this is happening, the finance team
still needs to make progress with its own financial processes to complete the bud-
get as quickly and accurately as possible, to deliver a successful close, and to com-
plete the compliance marathon.

Figure 5.1  Challenges to Financial Planning (Source: SAP Value Engineering 2013)

In a 2013 study conducted on the challenges impeding financial planning effi-
ciency by SAP Value Engineering (see Figure 5.1), the finance executives polled
blamed time as the greatest obstacle—time to incorporate supporting data in
financial reports, run additional scenarios, create rolling forecasts, conduct longer
range planning, or simply meet with key stakeholders. Additionally, data aggre-
gation and system complexities further slowed down the process.
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Many companies have a long way to go toward institutionalizing a rigorous finan-
cial planning lifecycle and instead make do with incomplete, incorrect, and incon-
sistent processes. The time and effort involved in drawing up the annual budget
precludes adequate planning, and forecasting, although it happens, plays second
fiddle to a budget that rules supreme.

5.1.2 Similarities for Success

In the end, all that exists most of the time are the top-level corporate objectives
and financial targets and then the budget to control the allocation of cash. Teams
then decide what they will focus on. Clearly, there are a lot of big issues and a less
than ideal situation.

Yet, according to a Gartner study,1 companies that invest in purpose-built plan-
ning solutions can anticipate a return on investment (ROI) of between 50% and
150%, and 6- to 12-month payback on their investment while at the same time
reducing the duration of their planning cycle by 30% to 90%, and reducing the
cost involved by 25% to 75%.

In March 2011, the Aberdeen Group released research entitled “Financial Plan-
ning, Budgeting, and Forecasting in the New Economy,” which revealed firms
that enjoyed best-in-class performance shared several common characteristics:

� 96% of best-in-class companies are able to track actual performance against
budget.

� 82% of best-in-class companies have the ability to reforecast as market condi-
tions change.

� 75% of best-in-class companies have established enterprise-wide collaboration
from the top down and bottom up during the planning process.

� 70% of best-in-class companies have the visibility that allows them to drill
down to successive levels of detail, and 60% have the ability to perform multi-
dimensional rollups.

� 34% of best-in-class companies are more likely to enable the budgeting process
with technology.

1 Source: CFOs’ Top Imperatives from the 2013 Gartner FEI CFO Technology Study
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Finally, we can draw from an IBM study entitled “Insights from the Global Chief
Executive,” which further corroborates this evidence. In this case, 71% of CEOs
believe that technology is the top driver of organizational change, surpassing peo-
ple skills and market factors. 

Clearly, there is a lot of evidence to support the virtues of implementing purpose-
built planning, budgeting, and forecasting.

5.2 Overview of the Planning, Budgeting, and 
Forecasting Features

Our focus in this chapter is the planning aspects of SAP BPC. To that end, the
application’s primary benefit is in streamlining planning processes. As mentioned
in Section 5.1, the need for agile planning in the new volatile economy is ever
more paramount.

This section provides an overview of the SAP BPC application and introduces
some of its key features and advantages that are described in more detail in the
subsequent sections of the chapter. SAP BPC is designed for end users to own and
manage the software themselves, without having to depend on IT for help for
many activities such as administering and customizing the application or with
data loading and report creation. 

5.2.1 SAP Business Planning and Consolidation, Defined

SAP BPC is referred to as a unified application because it handles both the primary
finance functions of planning and consolidation. Having a single, integrated appli-
cation for both purposes ensures a consistent user experience across planning and
consolidation processes. It also speeds up the time to value with a single deploy-
ment only needed for all planning, budgeting, forecasting, and consolidations
(management and statutory) solutions. It also reduces the risk of errors because
there is less need to move data between multiple financial applications.

Technical Application Features

SAP BPC leverages the ubiquitous Microsoft Excel as a primary interface, which is
widely used by planners and accountants all over the world. Because users get to
work in their familiar Excel environment, this saves them from having to spend
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time learning new software. The application also has a web browser interface
(either Microsoft Internet Explorer or Mozilla Firefox).

The application uses customizable business process flows (BPFs) to ensure consis-
tency and minimize the training needs of new users. These processes provide
step-by-step guidance through common planning processes. They help enforce
policies and procedures, as well as track process status and the completion of
activities. Because they allow for customizations, they can be tailored to meet the
specific needs of each organization.

The majority of customers using the version for SAP NetWeaver benefit from
being able to host the application on the same system that drives their business
warehouse and SAP ERP, which alleviates the need to flatten data and recreate
hierarchies in another Online Analytical Processing (OLAP) database. By leverag-
ing SAP Business Warehouse (SAP BW) InfoCubes, customers can build increas-
ingly larger applications because there is no technical limit to the maximum num-
ber of dimensions (characteristics) in an application (InfoCube). 

This also means that customers remain aligned to SAP standards and can allocate
fewer IT resources toward integrating and maintaining business user applications.
Standardization primarily on one platform and technology vendor, such as SAP,
typically carries a lower investment risk with the additional benefits of reduced
training, adoption, and maintenance, as well as an overall lower total cost of own-
erships (TCO).

IT Perspective

IT is able to leverage an existing SAP NetWeaver database, developer skillsets
(e.g., ABAP programming), and existing hardware. Without the need to integrate
separate planning and consolidation applications, there is the added benefit of
more time that can be dedicated to other value-add projects while business users
have the freedom of owning and maintaining their own planning application.

Because SAP BPC is designed to be owned and maintained by the business user,
IT is less burdened with supporting yet another application. On the flip side,
business users are empowered to run the application with minimal intervention
from IT. The result is that IT spends less time maintaining the application, and
users are more self-sufficient, not having to wait for IT to make modifications
(see Figure 5.2).
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Figure 5.2  SAP Business Planning and Consolidation’s Broad Range of Automations to Streamline 
Planning and Choice of UIs

5.2.2 Features of SAP Business Planning and Consolidation

Here, we provide a brief description of the features and capabilities that make SAP
BPC one of the most powerful and comprehensive planning applications on the
market.

Reporting 

Because customers always have their own unique reporting requirements, any
robust planning application must let business users design custom reports on their
own to address analysis that isn’t included within the standard reports delivered or
provided by IT. SAP BPC lets customers create their own reports to facilitate better
decision making. Security rights determine what data the user can view.

Data Loading

SAP BPC provides data loading tools so business users have greater control over
the planning data than they would have if they were more dependent on IT.
Finance can schedule automatic data loading processes to add and replace data.
Less dependence on IT helps make them more efficient because it eliminates
many of the delays that would otherwise occur when waiting on IT to load the
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data, checking that the correct data was loaded, and so on. Built-in validation rules
are used to check the accuracy of data. 

Customization

Similarly, SAP BPC allows users to customize the application without having to
rely on IT for help. Customizations typically involve changes to the data-loading
processes and reporting logic. Specific logic is created to automate planning
through one of three programming tools as described next.

Programmable Interface

These built-in tools allow users to create and automate planning logic. For exam-
ple, users can revaluate a plan to evaluate alternative growth projections. There
are three programmable logic tools that can be used in the application:

� Dimension logic
Simple mathematical formulas can be associated with dimension members.
This allows for values to be calculated virtually based on other data in the
model, for example, summing all costs to calculate the overall cost of goods
sold (COGS).

� Business rules
Business rules are used to perform a variety of simple functions, such as cur-
rency translations, that tailor the application to the company’s unique require-
ments. 

� Logic script 
Where business rules aren’t sufficient and more complex logic or calculations
are required, procedures can be written using the proprietary Logic Script
scripting language. For example, a script may be created to create new sales
forecast revenue numbers using the prior year’s actuals multiplied by a user-
provided percentage value.

Business Rules

SAP BPC supports the creation of business rules that determine how the data is
transformed in the application. For example, business rules can be used for cur-
rency conversions.
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Functions 

SAP BPC includes a library of functions, similar to Microsoft Excel functions, but
specific to planning and consolidation needs. These functions can be used on their
own or in combination with business rules to support particular application
requirements. For example, currency translation functions can be used in busi-
ness rules as previously mentioned. 

Multicurrency

SAP BPC can be localized for a particular region so users can access the application
and get reports in their native language. Currently, 30 of the most used languages in
the world are supported. Right-to-left languages are also supported (see Figure 5.3).

Figure 5.3  The New Right-to-Left Format in SAP BPC 10.1, Version for SAP NetWeaver

Users can view their region in local currency amounts. These can also be trans-
lated to a reporting currency (multiple reporting currencies can be handled) to
view enterprise-wide data on a uniform metric. 
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Collaboration

Users can collaborate with SAP BPC using comments. For example, a user can
enter a comment to explain a sharp increase in distribution expenses in a prior
quarter due to a spike in oil prices caused by a refinery explosion. The comments
can then be viewed for that intersection of data when it’s retrieved via the various
reporting tools (e.g., Excel or the web).

SAP BPC also enables the distribution and collection of financial data. Plans can be
sent to other users (and nonusers alike). The recipient can then make modifica-
tions to the data that are subsequently retracted into the application data.

Allocations

Allocation logic in SAP BPC is used to correctly apportion expenses incurred
across business units based on a formula or determined usage. This logic allows
the total expenses at the top level to be correctly spread throughout the organiza-
tion to correctly identify the costs of running the business.

Work Status

Work status allows data to be locked so that it can’t be changed in the application.
For example, a user may define a range of cells in a sales plan and lock the range
so the data can’t be changed while it’s being approved by management.

5.2.3 Comparing Microsoft Excel and SAP Business Planning 
and Consolidation

Using SAP BPC and using standalone Microsoft Excel spreadsheets are often com-
pared. Many organizations rely on standalone Excel spreadsheets for planning, but
there are significant disadvantages with this approach. We’ll discuss these in the
following subsections and explain why SAP BPC is the better choice for planning.
You can also find a brief discussion about the interface in Section 5.6.

Security

Data in Excel is stored in separate spreadsheets, not in a secured database. This
can be an issue from a security perspective because controlling file access is a func-
tion of IT-maintained network server access and isn’t as secure as keeping all the
data in a single database. This also means additional work for an IT solution. SAP
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BPC alleviates this issue by storing the data in a database and enforcing security on
the data. 

Version Control

When a new version of data is required, SAP BPC can store the data in a separate
version while maintaining the current data. In Excel, the data file has to be saved
under a new name as the new version, which leaves room for user error when
naming files. 

Further compounding this problem, in Excel, it’s possible for different users to
maintain the same file on their respective computers, which makes it difficult to
track whose file is the latest and most reliable version. SAP BPC is a central repos-
itory for financial data and can be accessed by several users at the same time. 

Excel doesn’t provide any collaboration beyond file sharing, whereas in SAP BPC,
a user can add comments for other users to see. Data from SAP BPC can be
exported to both Word and PowerPoint for additional reporting purposes.

5.3 Versions of SAP Business Planning and Consolidation

SAP BPC is arguably the most complete business user application on the market
that can address bottom-up and top-down financial and operational planning
requirements, as well as complete consolidation and reporting through a single
application and UI.

There are two versions of SAP BPC: a version for the Microsoft platform and a ver-
sion for SAP NetWeaver.

5.3.1 SAP Business Planning and Consolidation 10.0, Version for 
Microsoft 

The original OutlookSoft application was built to run on a Microsoft platform with
a Microsoft SQL Server database. After the acquisition of OutlookSoft, SAP decided
to port the existing OutlookSoft product in several steps onto an SAP BW platform
(see Figure 5.4). From an end-user perspective, there is very little difference between
either version in terms of functionality. Architecturally, however, they are quite dif-
ferent: one based on a Microsoft platform, and the other built on the SAP NetWeaver
platform, using SAP BW as the OLAP database and able to run on SAP HANA.
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Figure 5.4  Architecture for SAP Business Planning and Consolidation 10.0, Version for Microsoft 

5.3.2 SAP Business Planning and Consolidation 10, Version for 
SAP NetWeaver

The SAP NetWeaver version of the application is based on a three-tier architecture
(see Figure 5.5). The ABAP database is the central repository for SAP BPC for
NetWeaver and contains the following: 

� SAP BW objects (InfoProviders, InfoObjects, and analysis authorizations) gen-
erated by SAP BPC 10 for NetWeaver when a user designs an application set (a
set of multidimensional models)

� Associated master data and transactional data that are generated/calculated by
SAP BPC or imported/input by the user

The key advantage of this architecture is that a single SAP BW system based on an
existing data warehouse can also be used for planning purposes without needing
to move data into another database. Standardizing on one software vendor argu-
ably lowers cost and risk as less effort is involved in manipulating data and inte-
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grating applications. There is also reduced cost in terms of the hardware required,
IT skillsets, and training needs.

Figure 5.5  Architecture for SAP Business Planning and Consolidation 10, Version for 
SAP NetWeaver

SAP NetWeaver runs independently of the database, and consequently the major
databases, such as Oracle, DB2, SQL Server, and Informix, are all supported.

5.3.3 SAP Business Planning and Consolidation 10, Version for 
SAP NetWeaver, Powered by SAP HANA

SAP BPC 10, version for SAP NetWeaver on SAP HANA, addresses the need to pro-
cess big data sets and handle the increasing need of bigger data volumes, faster
changing data, and more variety of data formats (see Figure 5.6). This isn’t a new
application, rather it’s the same SAP NetWeaver version powered by a SAP HANA
database. It provides unprecedented performance, increased scalability, improved
integration, and better usability. SAP BPC 10 for SAP NetWeaver’s official sup-
port/certification for SAP HANA came with SAP BPC 10 for SAP NetWeaver SP 06,
which shipped at the end of March 2012. Customers who have SAP HANA and
SAP BPC 10 for SAP NetWeaver SP06 or higher and SAP BW 7.3 SP06 and higher
have the choice to deploy SAP BPC 10 for SAP NetWeaver on SAP HANA.
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Figure 5.6  High-Level Architecture SAP Business Planning and Consolidation 10.1, 
Version for SAP NetWeaver, Powered by SAP HANA

SAP HANA provides the potential for dramatic performance gains on backend
queries and writing/sending data into the system. The multithreading and in-
memory computation power of SAP HANA is used to accelerate calculation-inten-
sive operations, which provides a massive jump in terms of performance as well
as the ability to scale up on larger data sets.

Subsequent support packages are planned to deliver optimizations and enhance-
ments. This approach provides a nondisruptive adoption path for companies to
increasingly leverage SAP HANA within their organization.

Highlights of the 10.1 Release

The 10.1 version of SAP BPC, version for SAP NetWeaver, was released at the end
of 2013. There are three major areas of innovation in the 10.1 release:

� Ability to bring BW-IP/PAK models into SAP BPC, version for SAP NetWeaver,
and create new planning models directly on SAP BW InfoObjects. Note that
this approach requires an SAP BPC, version for SAP NetWeaver license and SAP
HANA license. BW-IP refers to BW Integrated Planning and PAK refers to the
Planning Applications Kit.
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� New SAP EPM add-in for Microsoft Office Excel clients across both models

� HTML5 Web UI (see Figure 5.7)

Figure 5.7  HTML5 User Interface: The Library View in SAP BPC 10.1, Version for SAP NetWeaver

Now that you understand the challenges organizations face when planning, com-
pounded with knowledge of the workings of SAP BPC, we’ll jump into specifics,
starting with business planning.

5.4 Business Planning: Plans and Processes

Business planning, in a nutshell, describes how the various assets of the organiza-
tion will be allocated, used, processed, and transformed into products that the
organization creates or by the services it offers. The overall budget is made up of

Note

You can also find more information about this release of SAP BPC in Chapter 13, Section
13.3.1.
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a collection of other expenditure plans. Additionally, business units and depart-
ments will create a multitude of plans and forecasts for their own specialized uses.
Figure 5.8 shows just some of the larger plans created.

We’ll discuss some of the more important planning processes and activities
undertaken by finance in the following sections, starting with what is the most
important for most organizations, as well as being the most maligned: the annual
budgeting process.

Figure 5.8  Financial Planning’s Vast Variety of Plans

5.4.1 Budgeting2

The budget provides a comprehensive financial picture of an organization’s
planned operations, provides business targets, and forms a coherent framework by
which results can be analyzed. According to Inc.com, budgeting has always been
part of the activities of any business, but “formal budgeting” as we think of it today

2 Parts of this discussion reference http://www.inc.com/encyclopedia/budgetsandbudgeting.html.
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dates back to the middle of the previous century. Budgets are good in the sense
they compel planners to think ahead. But, in most organizations they end up being
the essential tool used to manage the achievement of strategic objectives, which is
not what they were intended for—as we discussed in Chapter 2 (Section 2.3 and
Section 2.4). 

More than just allocating resources to departments and projects, budgets are used
to communicate this information to management and then to coordinate activities
and resource usage. Because management is supposed to meet the targets within
the budget, it also serves as a performance management tool. Unfortunately, this
aspect of the budget has become one of the biggest issues naysayers cite when crit-
icizing the use of annual budgets.

Because incentives are often tied to performance targets set in the budget, man-
agers naturally try to negotiate lower targets to ensure they can more easily meet
and exceed these targets. Managers are committed to delivering the budgeted
results. Because the budget constrains their compensation, there is less incentive
to achieve stretch goals. Furthermore, the ability for companies to respond to rap-
idly changing business conditions is restrained due to spending limits imposed by
the budget. Should a new opportunity suddenly emerge, spending approvals need
to be secured with critical time wasted getting resources realigned.

Types of Budgets

So-called traditional budgeting is “based on a review of historical performance”
says Inc.com, with the projection based on expected future performance. For
example, if sales are expected to be 10% higher, then production needs to increase
to meet this demand. At the same time, trends such as inflation need to be con-
sidered when determining costs. Zero-based budgeting is defined by Inc.com as
“the creation of a completely new budget from the ground up.” With this type of
budget, every item of expenditure and income is evaluated on its merit with no
consideration for past historical performance or trends. Zero-based methods treat
the business like it was a brand-new operation. 

Budgeting as a Process

The budgeting process follows strategic planning. After the long-range plans have
been defined, business units develop their own strategy to support the corporate
objectives whereby they determine to what extent they align and support top-
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level goals. Each business unit plan is intended to contribute to the achievement
of the corporate goals.

The financial plan or master budget that gets created as part of this process serves
as the primary financial guidance mechanism for the organization. It coincides
with the fiscal year of the firm and may be broken down into quarters, and per-
haps even by months. The master budget has two major parts: the operating bud-
get and the financial budget. The operating budget explains the income-generating
activities of the firm, including revenues and expenses. The result is a budgeted
income statement. The financial budget represents the inflows and outflows of
cash and other assets of a company’s portfolio. In this case, the result is a budgeted
balance sheet. 

A specific sequence is followed in creating the supporting budgets that roll up into
two overall budgets. The type of individual budgets required will vary depending
on the type of organization; for example, retail or services organizations would
not require a production budget as does a manufacturing concern. In the case of
a manufacturing company, the operating budget begins with the sales budget
(used to estimate sales volumes and revenues), followed by a production budget
(a detailed plan of the units required to meet inventory levels and budgeted sales),
which is used to create the materials (purchase quantities for inventory and pro-
duction), labor, and manufacturing overhead (cleaning, energy, maintenance,
rent and supplies, etc.) budgets. These in turn are used to create the cost of good
manufactured (COGM) budget, and then the cost of goods sold (COGS) budget.
The sales budget is also used to create a Selling, General, and Administrative
Expenses (SG&A) budget, which represents the major nonproduction costs in the
income statement. Finally the COGS and SG&A budgets are used to complete the
income (or profit and loss) statement.

The starting point for the financial budget is the income statement, which is used
as input to the cash budget. A capital expenditure (the amount of cash a company
will invest in projects and long-term assets) budget is also created as part of the
financial budget. The cash budget, capital expenditure budget, and income state-
ment are used to create the balance sheet (the projected financial position at the
end of the accounting period). 

Budgets are developed bottom up by aggregating all the planned expenditures
and then refining as necessary. Ideally, budgets should support the strategy of
organizations, but unfortunately they haves grown into unwieldy, time-consum-
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ing control systems that often don’t address many important factors, including
how success in the market is defined, how to drive customer and brand loyalty, or
how to handle human capital concerns. Instead, there is an over-reliance on short-
term financial and historical metrics that tend to be poor indicators of future per-
formance. Increasingly, leading practitioners look to take a more holistic view,
incorporate more operational and leading indicators into their planning pro-
cesses, and ensure that longer-term objectives are considered.

Costs and Benefits

The single biggest benefit of annual budgeting is that it forces companies to think
about their operations by looking at all of aspects for the business and then deter-
mining what resources are available and how to use them. Without such a control
mechanism in place, the business is operating with a vague picture of reality and
a fear that spending can run rampant. Therefore, Inc.com explains that budgeting
creates a comprehensive picture of the future that makes opportunities and con-
straints cognizant. This visibility is essential to sound decision making and guid-
ance of day-to-day activities.

According to Inc.com “The chief cost” of budgeting is time and “In some organi-
zations, the process takes on a life of its own.” One that becomes a convoluted, all-
consuming “exercise of excessive complexity.” Furthermore, the budget is often
out of date by the time it gets completed, which might be halfway through the
financial year, with much of the planned expenditures already having happened
regardless of what is in the budget. In the face of rapidly changing, global business
environments, this is all the more significant.

5.4.2 Forecasting

Forecasts are predictions of future sales and revenue expectations. Forecasts,
like budgets, are traditionally created for the upcoming financial year. However,
revisions will periodically need to be made because of changing business condi-
tions. 

Because of the volatility of the modern business environment, many companies
are starting to switch over to continuous planning or rolling forecasts. These
approaches are more efficient because they forecast out for a shorter timeframe
where there is more accurate information to utilize.
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Rolling Forecasts

With a rolling forecast, the number of periods in the forecast remains constant. For
example, if the periods of your forecast are monthly for 12 months, then as each
month passes, it drops out of the forecast, and another month is added onto the end
of the forecast so there are always 12 monthly periods forecasted. The actual number
of periods forecasted and the length or the periods (monthly or quarterly) varies. 

Driver-Based Analysis and Planning 

Traditional financial planning approaches have a number of shortcomings, which
keep businesses from creating a highly accurate representation of anticipated
future results. Often, plans are based mainly on historical data. For example,
many companies make new expense budgets based on simple percentage
increases over last year’s numbers. For many managers, budgets and forecasts are
created by taking the demand expectations of the department upstream and plan-
ning accordingly. For example, after manufacturing knows the sales forecasts, the
department can start planning its production costs. Due to the shortcomings of
traditional planning, some more progressive organizations are turning to driver-
based planning as a better alternative.

Driver-based analysis and planning in simple terms uses both financial and nonfi-
nancial data together with cause-and-effect relationships and common-sense rules
to build models based on these variables or line item resource and expense
requirements. Rather than make an estimate for total sales; for example, a model
can be built that uses variables such as total number of customers to derive a more
accurate sales forecast. Or by identifying the different factors that drive costs asso-
ciated with an activity, management can evaluate alternative activity drivers that
might be more cost efficient in terms of machine hours, labor, materials, and so on.

Driver-based models start with the required resources to satisfy the forecasted
demand and then apply the cost to calculate the line item expense in the budget.
A driver then can be considered as a variable (data) that, when changed, directly
impacts either revenue or expenses. Other examples of drivers that might get ana-
lyzed in driver-based planning include the following:

� Number of sales by region or by product

� Number of factories, availability of raw materials and capacity, and amount of
resources required to produce a unit of product
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� Number of employees, time to hire, and time new employees take to become
fully productive

� Average cost of a unit of resource, product, or service

� Average selling price of a product or service

� Market size and market share

In addition to the drivers, the rules and calculations must be defined; for example,
the number of leads required per closed sale or the rate of employee/customer
attrition. Many of these probabilities and percentages can be extrapolated from
existing data. Other rules are simple generalizations or approximations born of
experience; for example, buffering the time it takes to perform maintenance on
delivery trucks.

Most driver-based planning models start from some measure of demand. This
might be a market-based model with market size, growth, and market share being
the drivers of sales. However, in certain industries where factories need to run
continuously, production capacity is the limiting factor on sales. A brewery, for
example, is limited by the amount of beer that can be produced running contin-
uously around the clock and by the number of fermentation tanks on hand—
when these are all in use, no more beer can be produced because there is nowhere
to store it until one or more of the fermentation tanks become free. Driver-based
budgeting can make the budgeting process more efficient and lead to more accu-
rate results. Because it’s a dynamic model of the organization that links revenues
to expenses, it can help reveal pockets of excess capacity and in turn lead to better
resource allocation. It can also be used for simulations to test possible scenarios
before committing to them.

Driver-based planning isn’t suitable for all business functions or even all indus-
tries. It’s most applicable in high-transaction situations where there are a lot of
controllable, variable costs, such as call centers and insurance processing
departments. However, implementing a driver-based planning system is more
complex than a traditional planning and budgeting one. It entails identifying
rules and relationships that are needed to calculate resource requirements and
allocating them to departments and business processes. This often deters many
time-strapped finance organizations from seriously considering this alternative
approach.
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In principle, planning activities are fairly straightforward. In practice, they are
very difficult, and part of the reason is the extensive back and forth between all
the parties involved. Effective collaboration is essential and might seem obvious,
but is often overlooking obvious things is the source of poor performance. There-
fore, before getting more into the SAP BPC application, let’s take a moment to talk
a little about what effective collaboration entails.

Note

Although similarities exist, driver-based planning and budgeting isn’t just an alternate
term for activity-based planning and budgeting that replies on complex activity-based
costing (ABC) models and thorough cost decompositions.

Collaboration

Effective collaboration between vested stakeholders is an essential element in plan-
ning activities. Without incorporating the viewpoints of the key departments and busi-
ness units within the organization, the outcome is likely to be slanted toward financial
goals in the case of commercial organizations and customers and stakeholders in the
case of public-sector or nonprofit organizations. The balanced scorecard methodology
addressed this shortcoming through perspectives that focused on the objectives of
finance, customers, operations, and HR. Where this methodology failed to live up to
expectations was largely due to poor implementation and a failure to adapt processes
to incorporate more nonfinancial and longer term goals.

Business intelligence (BI) tools typically don’t support collaboration. Collaboration
can be as simple as being able to comment on a particular key performance indicator
(KPI). By establishing a dialogue around an issue and capturing it in a convenient form
that can be reviewed and discussed, organizations are better equipped to resolve
issues in a more timely manner and less likely to let them spiral into a more serious
problem.

Collaboration capabilities include alerts when information changes. Collaboration may
be supported within the underlying BI platform or be part of the individual tools and
applications in use.

Allowing all key stakeholders a voice in the planning process will help ensure more
holistic plans that get the support of all the business units. Without buy-in from key
stakeholders, it’s difficult to get people motivated. Even the best-made plans will be
mediocre without effective action, and having managers on board is a critical first
step.
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5.5 Planning Solution Requirements

Buyers of financial planning software can fall into one of two groups: IT and
finance. The requirements each group considers paramount are quite different
(see Table 5.1). IT essentially focuses more on the technical considerations of the
application; that is, how it will fit into the existing infrastructure and how difficult
it will be to implement and support. Business finance, on the other hand, is more
focused on functionality, ease of use, and ideally self-sufficiency; that is, ensuring
they get the application they want and can largely report their own data without
heavily relying on IT. 

Historically, planning applications were built on top of data warehouses. These
applications are able to access the data inside the data warehouse very easily, and,
like other ERP applications, are owned by the IT department. Subsequently,
newer planning applications have been created to address the growing demand
from business users for solutions they can own and manage themselves. These
applications have their own data stores that require data to be loaded from other
data sources or replicated from the data warehouse. 

Note

Information in this section was taken from the book Planning and Budgeting for the Agile
Enterprise by Richard Barrett (CIMA Publishing, 2007). You may find it helpful to refer
to this resource for more information on driver-based planning and related topics.

IT-Centric Requirements Business User-Centric Requirements

� Mainly operational and centrally admin-
istrated planning, using unique features 
of the SAP environment

� Tight integration with enterprise data 
warehouse (EDW) (master and transac-
tional data), use of existing technical 
objects, authorizations, and technologies

� Use of available SAP industry applications

� Mainly IT-focused, fixed planning pro-
cesses

� Zero-footprint applications

� Excel-based interface that mirrors what’s 
commonly used today in most planning 
processes

� User-friendly/easy navigation

� Low training requirements

� Independent from EDW but able to 
integrate with it

� Fast and easy to implement

� Planning and consolidation capabilities 
in a single application

Table 5.1  IT Requirements Compared to Finance Requirements for Planning Applications
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The development of planning applications in SAP follows a similar evolution. His-
torically, SAP-built analytical and planning applications closely aligned to IT require-
ments. These included the Controlling-Profitability Analysis component (CO-PA),
Business Planning and Simulation (BPS), and SAP Business Warehouse Integrated
Planning (SAP BW-IP) applications, which we’ll discuss more in the next section. 

In the eyes of many finance users, these applications were (and are) still IT-centric
solutions. So as part of a strategy to rapidly develop a portfolio of solutions in the
new (to SAP) category of business user-focused EPM applications, SAP acquired
OutlookSoft in 2007 and rebranded their solution as SAP BPC.

We’ll now discuss how SAP is addressing these planning requirements.

5.5.1 SAP Business Warehouse Integrated Planning (SAP BW-IP)

At the beginning of the past decade, SAP introduced a suite of products called Stra-
tegic Enterprise Management (SEM) that included a planning application called
Business Planning and Simulation (BPS), the Business Consolidation (BCS) product,
and a few other solutions. These SEM solutions were primarily intended for IT.
Customers wanted better integration to SAP BW, so a successor product to BPS that
met these needs was released. This product was Integrated Planning (SAP BW-IP). 

With BW-IP it became possible to create planning applications that are deeply
integrated into SAP BW. These applications benefit from tight integration with
SAP BW, SAP ERP, and non-SAP applications. A further advantage is that the same
set of tools is used to handle all types of planning data: master, transactional, and
metadata.

Meanwhile, the growing demands of many business users for their own solution
continued, and with it the impetus for the SAP EPM portfolio of new business
user performance management applications. SAP quickly began acquiring compa-
nies to build out this portfolio. OutlookSoft was acquired in 2007, and the prod-
uct was rebranded SAP Business Planning and Consolidation. Now SAP had two
distinct planning solutions built on top of SAP BW.

5.5.2 Advent of In-Memory Planning, Leveraging SAP HANA

One of the most compelling use cases for in-memory is planning, due to the high
data intensity of planning activities. Higher processing power benefits planning
by improving quality (more scenarios can be modeled faster), improving response
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times (less wait time for users), and improving accuracy (higher data volumes can
be processed faster). 

In order to achieve the most significant performance benefit, highly intensive data
processing needs to be performed as much as possible within the data layer of the
architecture. SAP HANA does this better than was possible with the SAP NetWeaver
Accelerator (the previous means of improving reporting performance).

Subsequently, as a means for further enhancing the power of BW-IP, a planning
applications kit (or PAK) was released to allow more planning calculations to be
executed in SAP HANA.  

5.5.3 Planning Applications Kit

The Planning Applications Kit (PAK) was introduced with SAP NetWeaver BW 7.3
SP5, to provide SAP HANA-based optimization of BW-IP planning applications.
Furthermore, by leveraging existing data and objects in SAP BW, the amount of
duplicated data used across all the planning applications is minimized. Use of the
PAK requires licenses for SAP BPC.  

PAK accelerates BW-IP applications by pushing calculations into SAP HANA. BW-
IP models can still be run on SAP HANA without PAK. However, they will not
take advantage of SAP HANA optimizations that are designed to significantly
improve performance particularly on larger scenarios. PAK requires the SAP BPC
NetWeaver license of the SAP BPC NetWeaver product. 

Prior to the 10.1 release of SAP BPC, version for SAP NetWeaver, this remained
the situation at SAP with two separate BW-based planning offerings available.
Very little integration existed between BW-IP/PAK and SAP BPC NetWeaver, as
the products that were intended to cover two different use cases.

5.5.4 Supported Planning Approaches

We’ve already mentioned a few planning applications within the SAP portfolio.
Planning happens in nearly every line of business (LOB) and level in an organiza-

Note

This license can be seen as for advanced planning on SAP BW, which covers PAK and
SAP BPC. 
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tion. Not surprisingly, many applications contain some type of planning function-
ality. Information from the various plans needs to be aggregated into the overall
corporate plan. Planning can be either top down or bottom up:

� Top-down planning
This approach starts with a high-level objective or target, for example, improv-
ing profit margins by 5%. This directive is then cascaded down through the
organization. Each LOB and department in turn makes adjustments to their
plans to meet the new target.

� Bottom-up planning
This approach starts at lower levels in the organization, for example, each prod-
uct line forecasts sales targets. The detailed information from each department
is collected and aggregated into an overall plan.

To make this task more manageable, SAP has developed a planning framework
called Integrated Business Planning, which is based on the SAP BPC, version for
SAP NetWeaver, and the Planning Applications Kit, discussed previously. 

5.5.5 Integrated SAP BW-IP/PAK and SAP Business Planning and 
Consolidation, Version for SAP NetWeaver

The next step in the evolution of the SAP planning platform will be the merging
of the two solutions (SAP BW-IP and SAP BPC) into one common platform (see
Figure 5.9). 

Figure 5.9  Evolution of the Integrated Next Generation Financial Planning Solution on SAP BPC 10.1
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There are a number of functional requirements for a planning solution to fully
support integrated business planning. These requirements are driven by the need
to simultaneously provide the following:

� Strong governance and integration mechanisms for the owner of the central plan

� Far-reaching planning autonomy for the owners of the individual plans

� Seamless integration to SAP ERP to accelerate the development of planning
models by reusing existing data and data structures

The reality is that there is no single planning solution in the market today that
supports all of these requirements simultaneously. This explains why many SAP
customers still use hybrid planning landscapes consisting of SAP BPC, SAP BW-IP,
and planning capabilities in SAP ERP. This new integrated platform will have a
unified model (containing shared metadata; e.g., dimensions, metrics, etc.) that
can be used for all planning purposes. The metamodel will be based on the SAP
BW-IP metamodel and then extended to contain some of the characteristics of the
SAP BPC metadata. Meanwhile, the current SAP BPC “classic” metamodel will
continued to be supported.

Consequently, the next step in the evolution of SAP NetWeaver-based planning is
the combination of the two solutions (SAP BW-IP and SAP BPC NetWeaver) into
one common platform. 

5.5.6 Pushing SAP BPC Functions into SAP HANA

In short, SAP BPC on SAP HANA is like traditional SAP BPC, but on a simple, in-
memory optimized database that yields faster performance for data loading and
reporting. But this is where the comparison ends. Slow processes running on the
application server will not be improved by replacing the existing relational data-
base with SAP HANA, unless these processes get pushed down into SAP HANA for
rapid processing.

So to sum it up: in order to take full advantage of SAP HANA’s strength (highly par-
allelized processing on in-memory tables), calculations need to be moved from the
application server into the SAP HANA database. That means that rather than mov-
ing raw data from the database to the application server to calculate results there,
the calculations are done directly in the SAP HANA engine (similar to a “stored pro-
cedure”). There, they can be executed in-memory in a highly parallel form and only
the end-results have to be transferred back to the application server.
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There will be one common Microsoft Excel client based on the SAP EPM add-in
(discussed in Section 5.6). SAP BW-IP users will find the common client interface
to be more flexible with more of the business user features—sophisticated report
formatting—that SAP BPC users today are used to. The interface will be built
based on HTML5 technology. 

More and more functionality (e.g., disaggregation, repost, revaluation, currency
translation, unit conversion, and inverse formula calculations) will be pushed
down to the SAP HANA planning engine to improve the performance of planning
calculations. Figure 5.10 shows one example of this evolution: how cost alloca-
tions can be performed faster within the SAP HANA platform.

Figure 5.10  Optimized Write-Back using SAP HANA 

5.5.7 Unifying SAP BW-IP/PAK and SAP BPC NetWeaver

With SAP BPC NetWeaver 10.1, a new type of data model is introduced that is
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While quite different semantically, this new model complements the existing SAP
BPC NetWeaver data model. Both models are available with the SAP BPC
NetWeaver 10.1 release.  Existing SAP BPC 10 models can still be used in the 10.1
product version without any changes needed. (Using the new model type will
require SAP BPC NetWeaver and SAP HANA licenses, and therefore, SAP BW-IP
users looking to moving their existing BW-IP models into SAP BPC NetWeaver
10.1 will need to acquire these licenses along with that of SAP HANA if they don’t
already have them.) SAP  BW-IP can continue to be used within SAP BW 7.4; how-
ever, only the new model type in SAP BPC will provide the SAP HANA optimiza-
tions, new administration functions, and HTML5 web and mobile client. SAP BW-
IP will inherit features from SAP BPC for SAP NetWeaver. The most prominent are
the following: 

� Business process flows

� Work statuses

� Comments

The Microsoft Excel client based on the SAP EPM add-in (discussed in Section 5.6)
will become the common interface. Figure 5.11 shows the evolution of SAP BPC,
with more flexible with more of the business user features—sophisticated report
formatting—things that SAP BPC users have long been using. The interface will be
built based on HTML5 technology.  However, SAP BW-IP users can still use their
existing BEx Analyzer or Analysis for office interfaces if they want to.

Key differentiators for Integrated SAP BW-IP/PAK and SAP BPC include the fol-
lowing:

� SAP BW data warehousing capabilities provide well established and proven
data consolidation and harmonization services. 

� Best-of-breed data extraction functionality in SAP Business Suite increases flex-
ibility, reduces maintenance, and lowers TCO.

� Deep integration with SAP ERP enables closed-loop scenarios, for example,
extraction of actuals and write-back of planning results.

� High performance levels are achieved with the use of dedicated SAP EPM oper-
ators within SAP HANA.

� A platform for various planning applications is available, for example, SAP
CRM-TPM (Trade Promotion Management) and SAP Planning for Retail.

955-3.book  Seite 223  Dienstag, 13. Mai 2014  3:34 15



224

SAP Business Planning and Consolidation (Planning, Budgeting, and Forecasting)5

Figure 5.11  Planning Functions Performed In-Memory, Improving Performance
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Sample content is provided with this add-on for the following planning types: 

� Cost center planning 

� Internal order planning 

� Project planning 

� Profit center planning 

� Cost of sales planning 

� P&L planning 

For each of these planning scenarios, there are two sample Microsoft Excel work-
books: one based on periods, and one based on the fiscal year.

Companies choosing to deploy this add-on can expect to accelerate planning by
more easily aggregating lower level plans in an overall plan and by linking dedi-
cated planning solutions (e.g., Trade Promotion Management) to overall plan. The
use of pre-built content also helps to promote best practices and better consis-
tency across the entire planning process.

5.6 Key Capabilities

In the final part of this chapter, we’ll look at some of the key features and capa-
bilities that make SAP BPC one of the most comprehensive planning applications
on the market. Specifically, we’ll look at the SAP EPM add-in, BPFs, scripting capa-
bilities, and data management. Let’s start with the SAP EPM add-in.

5.6.1 SAP EPM Add-In

The SAP EPM add-in is a downloadable extension to the Microsoft Office applica-
tions: Excel, Word, and PowerPoint. It’s designed to allow users to access SAP
EPM solutions data and perform reporting and analysis from within these appli-
cations. The Word and PowerPoint interfaces of the EPM add-in are organized
similarly to the Excel interface but offer less functionality. You can see what this
looks like in Figure 5.12.

Both versions of SAP BPC work with the EPM add-in. It’s downloaded from
within the SAP BPC web client by selecting Install EPM add-in for Microsoft

Office. Thereafter, the add-in is automatically loaded when you open one of the
mentioned Microsoft Office applications.
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The EPM add-in adds two new tabs to the Excel interface: an EPM tab and a Data

Manager tab. The Data Manager tab allows data to be copied or moved within and
across SAP EPM applications and then exported for use in external tools. In addi-
tion, the Data Manager supports mapping and complex transformations of data. 

Add-In Functions

The SAP EPM add-in allows users to create reports faster and easier using drag and
drop, auto fill, and autocomplete capabilities, as well as provides a new dimension
member selector with rules functionality. It’s possible to create reports based on
data derived from different SAP EPM sources in a single worksheet and then write
the data back to these same systems at once.

Figure 5.12  EPM Add-In Tab in SAP BPC’s Excel Interface

The SAP EPM add-in is accessible from other SAP EPM applications and has the
advantage of providing a common user experience from any of them. This reduces
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the training requirements of users when a complete end-to-end SAP EPM solution
has been deployed.

Client Comparisons

The latest web browser interface and Excel-based interface, which is available as
part of the SAP EPM add-in for Microsoft Office, can report on the same planning
data. However, the Excel client has additional features to enable the creation of
formulas and Visual Basic script, as well as additional report formatting capabili-
ties. These features include enhanced member selection, direct member entry,
and member offset references.

The newly designed HTML5 web browser interface is, of course, zero footprint
and can be used on client machines that don’t have Microsoft Office installed.
With the web client, it’s easier to integrate reports and input schedules within the
Workspaces and the Documents view.

More than just reporting, it also supports untethered interaction for data input
through the mobile interface (see Figure 5.13).

Figure 5.13  SAP BPC Administrator Options Page in the new HTML5 Web Interface
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Also, the Data Manager’s Extract, Transform, and Load (ETL) tool (see Section 5.7)
is accessed from the Excel client.

Sometimes, it’s necessary to look at the source of the planning data, either to sim-
ply know where it originated from or because it’s in an aggregated format, and
you want to see the underlying detailed data.

5.6.2 Drill Through

The drill-through feature allows users to jump from a cell to another application
or database. It’s similar to a hyperlink. Drill-throughs are used to access the source
data. A drill-through is different from the more familiar drill-down, which is a
navigation down to a lower level within a data dimension hierarchy. Drill-downs
are performed on worksheets, charts, and graphs. 

When SAP Financial Information Management is used to load data into SAP BPC
from external data sources (flat files, databases, or other applications), the data has
often been transformed and aggregated. If users want to see the details of the data
and not just what is stored in SAP BPC, then they can drill through to the data
stored in the SAP Financial Information Management repository. For example, a
user can drill through from a cell containing the total units sold to see the sales by
customer. Or, from sales commissions cells, the user might want to drill through
to see the sales that contribute to the commission’s calculation.

The next two sections cover a couple of important components within SAP BPC—
scripting and process automation—used to guide and automate planning tasks
and increase the efficiency with which planning can be accomplished.

5.6.3 Business Logic Script

Many routine planning activities are data intensive and having to complete them
over and over again is highly inefficient and repetitive. These are the tasks that
need to be automated via scripts—programmatic code used to execute complex
procedures and update large amounts of data. In SAP BPC, the scripting language
is now referred to as Logic Script.

Scripts are created to execute more complex logic that can’t be accomplished with
a single calculation. The scripts can be run manually (the user chooses to run
them) or can be scheduled to run at predetermined intervals. They are also writ-
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ten using a combination of Microsoft Multidimensional Expressions (MDX) func-
tions available from a library that comes with SAP BPC and a proprietary SQL-like
language. Typical script calculations are currency translations, allocations, and
units’ times price calculations.

Financial planning can often require special data manipulation, complex calcula-
tions to be performed repeatedly, and some kind of programming capability.
There are three different types of logic using Logic Script, explained here:

� Worksheet logic 
Local worksheet calculations can be either SAP BPC-specific functions or those
provided by Excel. Worksheet logic is embedded in worksheets as local calcula-
tions that work directly on the cells. The calculations are run whenever the work-
sheets are updated. Database values that are changed through these calculations
are written back to the database tables as well as updated in the worksheet.

� Dimension member logic
Dimension logic formulas are associated with specific dimension members; for
example, calculated KPIs such as gross margin or return on assets. The calcula-
tions are written in the Microsoft MDX language. The calculations are per-
formed dynamically (on the fly) when the dimension member is used in a
report or input schedule. This may impact performance, so these types of cal-
culations should be used sparingly. Commonly used examples for such calcula-
tions are cost per unit, percent of sales, growth rate, and similar simple ratios. 

� Script Logic 
Programming logic manipulates data and performs calculations that can be exe-
cuted manually, automatically on data updates, or scheduled to run at a future
time.

5.6.4 Business Rules

Business rules are parameter-driven functions within SAP BPC for calculating and
posting monetary amounts in support of common planning activities such as cur-
rency translation. Business rules allow for the customization of large data manip-
ulation tasks such as bulk data imports with currency translations as well as
smaller tasks such as data input.

Now let’s look at another important automation tool within SAP BPC: business
process flows.
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5.6.5 Business Process Flows

Business process flows (BPFs) guide users through the steps required to com-
plete complex processes. They ensure that the correct sequence of tasks are car-
ried out consistently by all users and help enforce best practices. A BPF is a tem-
plate for a process that contains multiple tasks (e.g., entering department budget
actuals) that span across the various modules of SAP BPC. It provides the overall
rules that govern the process, including sequential steps the process must fol-
low, links to the activities the users perform, the process context and timing in
which the process takes place, and the participants and their roles in the process.
For an additional level of control over the workflow, administrators can inte-
grate work status rules. 

A process is an instance of the BPF. A Process Monitor allows users to see the status
of processes they own and the tasks that still need to be performed. As the users com-
plete or submit their activity for review, the status of each activity is recorded and
is thereby available for other process participants and managers to see. In addition,
as activities are completed, emails can be automatically generated to notify users
assigned to the next sequential activity that they need to perform their activity.

BPFs help ensure consistency and minimize training of new users. By combining
step-by-step guidance with oversight, they help ensure that the same processes
can be executed over and over again with nothing being overlooked and that the
business policies and compliance rules in place are followed. 

In the next and final part of this chapter, we’ll look at some of the capabilities for
loading data into SAP BPC. 

5.7 Data Manager

Being able to loading data quickly and easily into the planning application is an
important consideration for business users. Therefore, we conclude our tour of
SAP BPC with a look at the Data Manager module. This module is used for trans-
forming, converting, and loading data into SAP BPC. In the SAP NetWeaver ver-
sion, the Data Manager is installed as part of the SAP EPM add-in. It can be used
to load data from flat files or SAP BW and can handle both master data (for pop-
ulating dimensions) and transaction data (that goes into the data model). The mas-
ter data/members must be loaded prior to loading any transactional data because
if there isn’t a matching member, the transactional load will fail. 
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Flat files with the CSV format are the primary source of data used to populate the
Microsoft version of SAP BPC. Flat files are often used to populate the SAP
NetWeaver version as well, but the best practice is to use SAP BW as the source of
the data when possible.

5.7.1 Transformations

The data to be loaded needs to be in a specific format that is defined in the trans-
formation file. Transformations are used when loading data from SAP BW or from
flat files. The transformation is used to specify the layout of the data file and how
the data should be loaded into the model. 

The conversion definitions are used when the source data is stored differently
from the way it’s stored in SAP BPC; for example, in time formats. The conversion
sheet includes three columns: External, Internal, and Formula. The External

column identifies how the data is coming from the external system. The Internal

column defines how the data is stored in SAP BPC. The Formula column can be
used if any calculations are required. The process for loading the data is defined
in a Data Manager package. 

5.7.2 Packages

When loading data from SAP BW, the Data Manager package uses a correspond-
ing process chain in SAP BW. A process chain automates the process of loading data
in SAP BW. 

Four types of Data Manager packages are available to perform different tasks in
SAP BPC: 

� Data Manager packages 
This type of package is used for managing data, such as loading dimension and
model data from flat files and InfoProviders in SAP BW, copying data, clearing
data, and so on.

Note

The transformation file is the only file that is required for all data loading. A conversion
file isn’t always required when loading data into SAP BPC.

The transformation file contains mappings of columns in the case of a flat file or the
name of the InfoObject to specific dimensions in the model. All dimensions in an SAP
BPC model should be mapped in the Mapping section of the transformation file. 
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� Financial process packages
These packages can be used for executing specific functions related to planning
and consolidation models. They can be used for executing tasks related to allo-
cation, currency translation, intercompany elimination, and consolidation
functions. 

� System administration packages
These packages are related to performing system administrative tasks, such as
running Light Optimize, Full Optimize, and so on. 

� Miscellaneous packages
These packages serve more of a utility value for SAP BPC models. The import
file and send mail Data Manager packages fall under this type and are useful for
importing a file into SAP BPC and then sending an email to users.

5.7.3 Process Chains 

Process chains created in SAP BW are used to automate the ETL process for data and
to provide different process types for managing data within the SAP BW and SAP
BPC systems. To enable common tasks to be executed in SAP BPC, SAP provides sev-
eral standard process chains as out-of-the-box functionality ready to be used. 

Figure 5.14  Data Manager: Open Data File
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5.8 Summary

Although a huge amount could be written about SAP BPC, we’ve tried to provide
an overview of the salient points. We looked at the challenges facing finance
departments that make planning a difficult, time-consuming process and are the
drivers for implementing SAP BPC. We discussed many different types of plan-
ning activities, for example, budgeting, forecasting, and the various plans that
finance builds and oversees.

We described the main features of the SAP BPC application and provided an out-
line of how we ended up with more than one planning solution and SAP’s plans
for simplifying the situation with a new unified application in the works. We also
got into a little more detail on some of the important business user capabilities
that make SAP BPC easy to use and highly flexible.

The next chapter looks at another hugely important financial planning and analy-
sis application: SAP Profitability and Cost Management.

Note

For more detailed information on SAP BPC, you may want to consult either of two other
SAP PRESS books:

� SAP Business Planning and Consolidation, by Sridhar Srinivasan and Kumar Srinivasan

� Implementing SAP Business Planning and Consolidation, by Peter Jones
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Data analysis
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package, 231
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closed-loop process, 70
cloud, 404, 406
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risk management, 61
EPM-to-EPM connectivity, 139
EPM-to-EPM integration, 291
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Exception management, 179
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Finance

near-term challenges, 417
Finance � financial map
Financial accounting, 120, 335
Financial and operational planning, 195
Financial close, 99, 140

accelerate to disclosure, 119
case study, 101
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challenges, 103
governance, 123, 333, 338
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monitoring, 111
rapid-deployment, 367
rapid-deployment solution, 368
SAP solutions, 120
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Financial information management
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Financial management
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Financial mobile apps, 406
Financial planning, 87, 168

strategy, 67
Financial planning and analysis, 33, 115

variance, 89
Financial planning and analysis lifecycle, 39

organizational issues, 42
phases, 40

Financial planning and budgeting
business challenges, 196

Financial process
mitigate risk, 294

Financial reporting and analysis, 89
Financial Results Insight, 158
Financial statement

production/analysis, 337
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Forecast, 213
model, 131
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Global Reporting Initiative, 71
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financial close, 123, 333, 338
Governance � program management office
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Hadoop, 309
Hadoop � visualization
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risk-based, 383
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HTML Cube Builder, 187
HTML5, 163, 222
Human capital management, 383
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starter kit, 357, 377
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InfiniteInsight � Predictive analytics
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user interface, 146
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analytics, 316
data governance, 406
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financial results insight, 158
monitoring, 317
SAP Jam, 412
solutions, 127
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executive dashboards, 150

Model Builder, 250
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multidimensional, 135

Monitor activities, 302
Monitor operational indicators, 151
Monitoring, 283, 317

performance, 297
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Monitoring and reporting, 169
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Multidimensional data structure, 264
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Operating model, 25, 26, 58, 68
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Organization � functions
Organization � operations
Organizational goals

map to SuccessFactors, 385
Outcome, 77
Outcome-based strategies, 386
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Override, 256
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955-3.book  Seite 434  Dienstag, 13. Mai 2014  3:34 15

Index

435

P

PAS data cache, 188
Performance

detrmine via scorecard, 179
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monitor and analyze, 166

Performance indicators
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Performance management, 32, 35
business targets, 36
challenges, 37
closed-loop, 139
create system, 39
methodologies, 67
principles, 92
versus BI, 36

Performance-based tools, 389
Perspective, 181
Pilot Analysis Server, 186
Pilot Software, 163
Planning, 167

merge with financial close, 93
purpose-built solutions, 198

Planning and budgeting goals, 46
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Planning Applications Kit, 219
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alignment, 83
results, 83
schedule, 82

Portfolio analysis, 79
Portfolio diagram, 77
Portfolio map, 383
Prebuilt content, 129
Predictive analysis, 145, 303

advanced, 414
cloud-based platform, 310
location-based, 313
visualization, 315
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Profitability analysis
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Profitability and cost analysis, 117, 168, 235
Profitability and cost management
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Profitability and cost reporting, 155
Profitability insight, 235
Profitability reporting, 294
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SAP Strategic Financial Planning, 366, 424
SAP Value Realization Management, 370
starter kits, 377

Real-time analysis, 56
Reassignment, 256
Reconciliation, 335
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peer-to-peer, 341
SAP Intercompany, 339

Regulatory disclosures
reduce time, 354

Relative improvement contract, 98
Reporting, 130, 195, 283, 321

cost and profitability, 111
disclosure, 122
enhanced, 389
financial, 110
governance, 51
issues � disclosure
monitoring processes, 297
performance, 298
profitability and cost, 388
rolling plans/forecasts, 110
SAP Business Planning and Consolidation, 201
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Risk management, 382
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Risk-adjusted strategy, 383
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external, 44
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3.0, 420
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features, 284
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maintain processes through SAP Profitability 

and Cost Management web interface, 246
map to SAP ERP, 154
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SAP Intercompany, 342
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SAP Financial Results Insight, 423
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SAP G/L Financial Planning rapid-deployment 

solution, 363
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close to disclose, 335

SAP HANA, 402
360 Finance, 114
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customer insights, 404
data governance, 403
EPM processes, 56
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components, 247
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export results to SAP HANA, 422
features, 241
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SAP HANA Reporting Accelerator, 422
transfer pricing, 269
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SP8, 421
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rapid-deployment solution, 374

SAP Rapid Deployment solutions, 293
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SAP Risk Management, 106

integration with SAP EPM, 381
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SAP Spend Performance Management, 389
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migrate HR metadata, 384
mobile, 191
mobile app, 158
mobile solution, 129
PAS, 188
performance improvement initiatives, 116
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reporting, 130
risk management, 108
SAP Enterprise Insight, 158
user interface, 187
version 10.1, 188
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SAP Talent Management, 385
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Sarbanes-Oxley (SOX) Act, 104
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build, 179
management, 128
Objective Details, 182
overview, 181
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Social media
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Social � social business
Social trends, 312
Spend Analytics, 391
Spend Performance Report, 390
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Starter kit, 349, 357, 377

IFRS, 377
liquidity planning, 378
SAP Disclosure Management, 357
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Strategic objective

tactical objective, 82
Strategic planning, 165
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conventional, 69
deployment options, 70
implementation models, 60
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Strategy, 25, 34, 94
...approaches to, 25
achieve, 163
align to organizational operations, 81
cascading, 184
create planning system, 39
definition, 129
deployment, 373
develop, 39, 40
develop and cascade, 116
develop and translate, 166
document, 126
execution lifecycle, 38
execution process, 165
formulation approaches, 68
formulation issues, 42
issues impacting execution, 170
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management office, 171
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planning, 165
pyramid, 42, 69
real-time, 68
risk-adjusted, 381
risk-adjusted, visualize, 383
roadblock to execution, 44
top-down approach, 70

Strategy and financial planning lifecycle, 65
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Strategy formulation, 42
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business planning, 81
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deployment, 70

Strategy implementation, 80
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Strategy-to-execution lifecycle, 165
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Subjective assessment, 183
SuccessFactors, 383, 384
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Variance analysis, 90
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Vision, 57
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What-if scenario, 131
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Z

Zero-based budgeting, 211
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