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During the past decade and a half, CFOs have 
guided their companies through cycles of rapid 
expansion and abrupt contraction, through 
meteoric rises, jarring collapses, and an ongoing 
stretch of post-downturn malaise. We at CFO 
Research have been studying CFOs and other 
senior finance executives every step of the way, 
documenting their steadfast commitment to over-
coming adversity in this annual study.

This study’s earliest incarnations focused on 
expense management, with senior finance execu-
tives telling us how their companies were working 
to make the most of precious resources. The recent 
financial crisis and ensuing downturn added new 
urgency to our research, as we sought to facilitate 
a discussion among finance executives on their 
immediate tactics for survival. Helping finance 
executives learn about each other’s efforts to 
secure liquidity and funding accelerated the evo-
lution of our study, ramping up its inclusiveness, 
relevance, and access to forward-looking insights. 
In the years that followed, finance executives told 
us about their route through the downturn, their 
search for growth in the aftermath, and—in last 
year’s Cash and Working-Capital Discipline—their 
quest for a competitive foundation built on strong 
finance fundamentals.

This year, we’ve expanded our approach even 
further, collecting the views of 275 senior finance 
executives at U.S. companies with between $4 
million and $2 billion in annual revenue. These 
executives tell us that extracting and delivering 
value has become an essential framework for doing 
business—one that informs everything from their 
management of working capital to their broad com-
petitive strategies. In the first chapter of this book, 
Competing on Value, we investigate a problem that 
defines many of the companies we surveyed: How 
does a company gain an edge over larger competi-
tors when competing solely on the basis of quality 
is no longer enough? The second chapter, Man-
aging Working Capital to Support Value Creation, 
builds on the themes that emerged from last year’s 
study, investigating how finance teams’ commit-
ment to improving finance fundamentals is carrying 
over into 2013 and beyond. Finally, in Spending and 
Investment, we discuss finance executives’ efforts 
to extend their increasingly value-oriented world-
view to their companies’ investment in growth.

About this Report
Title 
Chief financial officer 52%
Controller 19%
VP of finance 11%
Director of finance 7%
EVP or SVP of finance 5%
Treasurer 3%
CEO, president, or managing director 3%
Other 1%
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Competing 
on Value
CFOs ARE LEARNING FROM 
THEIR LARGEST COMPETITORS
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A New Mix of 
Competitive 
Strategies

As they adjusted to a challenging recovery in the 
wake of the recent downturn, companies in our re-
search segment—those with up to $2 billion in an-
nual revenue—began learning how to grow in the 
face of extreme competitive pressure. “The market 
has continued to see slow or no growth,” says one 
CFO at a manufacturing company. “In order to 
grow the top line, market share must be increased. 
This has led to a highly competitive marketplace.” 
After several years of coping with intense compe-
tition, it seems that companies are ready to take 
their business strategy to a more sophisticated 
level—one that entwines their strengths with the 
skills they honed during the economic downturn.

On the one hand, respondents to our survey expect 
much of their mandate to remain stable throughout 
2013: CFOs see themselves helping their companies 
run, in large part, the same gauntlet that they ran 

last year. One familiar challenge—working to de-
velop offerings that are sufficiently differentiated 
from those of their larger competitors—will re-
main as important as ever, survey results suggest. 
Companies in our research segment are partic-
ularly vulnerable to competitive pressure from 
larger companies, which are able to take advantage 
of economies of scale to deliver goods and services 
at lower prices, settling for slimmer margins. Big 
companies’ competitive advantages come through 
in the survey: The majority of respondents indi-
cate that their companies’ strongest competitor is 
larger than them. (See Figure 1.)

For a typical company in our research segment, 
devising ways to outmaneuver larger competi-
tors—to take full advantage of the capabilities that 
are unique to smaller enterprises—is an ongoing 
challenge. In an open-response question in our 
survey, one CFO of a manufacturing company lists 
“service excellence, reputation, customer delivery, 
safety, [and] customer relationship management” 
as key sources of the company’s competitive ad-
vantage. Another CFO—one employed at a whole-
sale/retail trade company—argues that “price only 

12%
SMALLER THAN 
MY COMPANY

27%
ABOUT THE 

SAME SIZE AS 
MY COMPANY

Figure 1 

“My company’s 
strongest competitor is 
_______________.”

“ In order to 
grow the top 
line, market 
share must 
be increased. 
This has led to 
a highly com-
petitive mar-
ketplace.”
—CFO, MANUFACTURING 

COMPANY

57%
LARGER THAN 
MY COMPANY



Figure 2 

“My company is 
____________
than its competitors 
to compete on the 
basis of quality 
(as opposed to 
price).”

Figure 3 

“My company’s 
customers currently 
extract __________ 
for every dollar they 
spend with us than 
they did five 
years ago.”

50%
MUCH MORE

LIKELY

36%
MUCH MORE

VALUE

32%
SOMEWHAT 

MORE
LIKELY

50%
SOMEWHAT 

MORE
VALUE
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goes so far,” and that “the ability to maintain local 
inventories; ship accurately and timely; and pro-
vide simple, clear invoices and statements while 
servicing customer needs will win out in the long 
run.” The largest companies have the scale and 
scope to win most price wars, which means that 
companies with $2 billion or less in annual revenue 
have to compete on their own terms—primarily on 
quality, for example, rather than price—in order to 
succeed. Respondents to our survey confirm that 
this strategy is still prevalent among their compa-
nies today. (See Figure 2.)

Although CFOs in our survey confirm that they 
will spend much of 2013 helping their companies 
resist familiar pressures by using familiar means, 
they are also wary of newer competitive forces—
ones that are already jostling many firms out of 
their comfort zone. For companies in our survey, 
working to get the most out of their top strength—
their ability to deliver high-quality products and 
services that are often closely tailored to customer 
needs—may no longer be enough to maintain their 
competitive advantage, say CFOs. Survey results 
suggest that companies may be looking to com-
bine their tried-and-true strategies for achieving 
competitive differentiation (competing on quality 
and on service) with some of the methods of their 
larger competitors (competing on price). “Because 
I am smaller I need to have both—better quality 
and better price,” says one top-level executive at 
a business/professional services firm. Versions 
of this axiom echo throughout CFOs’ responses 
to our survey questions, along with numerous 
anecdotes that hint at its ramifications. One CFO 
at a financial services firm remarks, for example, 
“While we try to compete on quality, price is 
always a consideration for prospects. We have won 
some deals on quality but have lost some where 
competitors have underpriced us.”

Customer pressure appears to be the prime moti-
vator of companies’ heightened need to compete 
on as many fronts as they can. Customers are 
demanding ever-greater value, say respondents 
to our survey, and companies are adapting to the 

pressure by tapping into the strategies of their 
larger, more price-minded competitors. Most re-
spondents (86%) say that their companies’ custom-
ers currently extract more value for every dollar 
they spend with them than they did five years ago. 
(See Figure 3.) In an open-response question, one 
EVP of finance at a business/professional ser-
vices firm explains, “Customers are forcing more 
giveaways. We are forced to lower rates to main-
tain current market share. At the same time, we 
are experiencing rising costs from our suppliers.” 
Another EVP of finance, one at a media/entertain-
ment company, puts the situation in simple terms: 
“Many customers are pressing us for price conces-
sions on products and services that we’ve provided 
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to them for many years. Why? Honestly, because 
they know they can.”

To weave price-mindedness into their traditional 
focus on delivering quality, companies are pushing 
to extract greater value from their suppliers and 
vendors—and from within their own organiza-
tions. Historically, companies that compete on the 
basis of quality have been better equipped than 
price-focused companies to pass cost increases 
on to their customers in the form of higher prices. 
As survey results suggest, however, this strategy 
may be much less effective than it was even just a 
few years ago. Price pressure is increasing, leaving 
companies in our research segment with little re-
course but to work harder to make their products 
and services viable at lower price points. Most 

respondents (81%) say that their companies are 
currently experiencing more price pressure than 
they did two years ago. (See Figure 4.) Respon-
dents expect the trend to continue: 82% expect 
price pressure to increase over the next two years. 
(See Figure 5.) “Unfortunately, there has been no 
relief,” says one CFO at a construction company. 
“Margins are still depressed and pressure on pric-
ing remains. We see nothing on the horizon that 
would signal abatement of the pricing pressure we 
feel today.”
 
Maintaining margins in a price-pressured envi-
ronment has long been a challenge for firms in 
our research segment, but our survey indicates 
that CFOs recognize the need to master—not just 
cope with—the need to offer competitive pricing 
without sacrificing quality. The optimal approach, 
CFOs tell us repeatedly in our survey, is balance: 
pushing down prices while holding on to their 
advantage as deliverers of superior quality and ser-
vice. Firms that limit their gaze to price will likely 
find themselves in trouble in short order. “Strug-
gling competitors are fighting against our market 
share gains by cutting prices more than ever,” says 
one CFO at a wholesale/retail trade company. “We 
view this as last-ditch efforts to buy some time, 
but in many cases it only accelerates the competi-
tor’s demise.” This CFO warns, “As the price-only 
competitors struggle to cover their overhead with 
lower gross profit, they will fall by the wayside. 
Eventually, this will allow prices to firm up.”

Preserving long-term competitive advantage in the 
post-crisis malaise involves neither ignoring price 
pressure nor fixating on it, say CFOs. The ideal 
strategy is a hybrid one: combining a quality-fo-
cused approach with a renewed push for com-
petitive pricing to maximize the amount of value 
delivered to customers.

Figure 4 

“My company is 
currently experiencing 
____________
when selling its 
goods and services 
than it did two 
years ago.”

Figure 5 

“We expect to face 
_______________
when selling our 
goods and services 
over the next 
two years.”

32%
MUCH MORE

PRICE 
PRESSURE

26%
MUCH MORE

PRICE 
PRESSURE

49%
SOMEWHAT 
MORE PRICE 
PRESSURE

56%
SOMEWHAT 
MORE PRICE
PRESSURE



CFO PUBLISHING LLC A VALUABLE TURN FOR FINANCE 5 

Embracing the 
Value-Delivery 
Paradigm

Although companies are being squeezed hard 
by price pressure, one important fact protects 
them from the overwhelming price advantage of 
their larger competitors: Despite the widespread 
mandate to control costs and offer better prices, 
customers still value the characteristics that are 
often unique to the offerings of companies in our 
research segment. As one VP of finance at a busi-
ness/professional services company puts it, “Our 
experience has been that clients are much more 
focused on value delivery, and [they] are willing 
to pay the right price as long as they are confident 
that they are getting value for their money.” To 
preserve margins in a price-pressured environ-
ment, then, firms focus on delivering greater value.

To support this effort, CFOs are taking major 
steps to get more from their companies’ own 
expenditures and activities—starting with turning 
a sharper eye on the value they get from their sup-
pliers and vendors. Most respondents (75%) say 
that their companies currently extract more value 
for every dollar they spend with their vendors and 
suppliers than they did five years ago. (See Figure 
6.) Companies certainly benefit from the existence 
of a buyers’ market for goods and services. As one 
CFO at a wholesale/retail trade company ex-
plains, “Demands have increased on our suppliers. 
Restoration of rebate programs, co-op advertising 
dollars, promotions, and prices competitive with 
lower-cost imports are pressuring suppliers to 
meet their competitors’ value propositions.”

In addition to taking advantage of the buyers’ 
market, many companies are also taking the lead in 
building supplier networks that offer greater value. 
“We continue to work with vendors who allow 
us to stretch our dollars more,” says one CFO at 
a financial services firm. At a pharmaceuticals/
biotechnology company, finance helped “review 

existing providers and replace those who were 
not providing as high of value as alternatives,” the 
firm’s CFO tells us. One manufacturing company 
has “implemented a value analysis and engineering 
process that, through the voice of the customer, 
validates the material, function, and value of the 
product,” according to the company’s CFO. “This 
has led to double digit reductions in the cost of 
units produced.”

To build a more valuable supply chain, some com-
panies in our research segment are adopting ven-
dor-management tactics that are common among 
larger firms. In our survey, finance executives 
describe their efforts to “look at every contract 
for opportunities to reduce spending,” “compare 
vendors regularly,” “push units to use preferred 
vendors,” “renegotiate all significant spend ar-
eas,” “review the quality of services provided by 
vendors,” and “ensure that the quality of work as 
negotiated meets requirements.” One CFO—who 
works at a wholesale/retail trade company—says 
that the company has begun arranging periodic 
meetings with senior executives at their key sup-
pliers to set expectations. “During these all-day 
meetings,” the CFO writes, “various demands are 
presented and, more often than not, vendors agree 
to them. From a non-trade vendor perspective, we 
are much less loyal to providers and are constantly 
looking for lower-cost suppliers.”

Figure 6 

“My company  
currently extracts 
______________
for every dollar it 
spends with its 
vendors and suppliers 
than it did five 
years ago.”

14%
MUCH MORE

VALUE

61%
SOMEWHAT 
MORE VALUE

“ Our experi-
ence has been 
that clients 
are much 
more focused 
on value  
delivery, and 
they are  
willing to pay 
the right price 
as long as 
they are  
confident that 
they are  
getting value 
for their  
money.”

—VP OF FINANCE,  
BUSINESS/PROFESSIONAL 

SERVICES COMPANY
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While companies are pushing their supply net-
works to offer more, they are not going easy on 
themselves, either. Most respondents (82%), for 
example, say that their companies are likely to 
increase their focus on maintaining financial 
discipline over the next year. (See Figure 7.) “In 
a low-growth environment, we must continue to 
eliminate waste and improve processes,” says one 
CFO at a manufacturing company. Another execu-
tive—an EVP of finance at a business/professional 
services firm—indicates that although pushing 
for greater financial discipline may not be a top 
priority for the firm currently, “rising costs and 
suppressed market prices will force this issue to 
rise in our organization.”

Steps like these may become increasingly neces-
sary as customers push for greater quality at lower 
prices. “We see the price-pressure trend continu-
ing,” says one VP of finance at a media/entertain-
ment company. “Customers are much more savvy 
on pricing and using competitive intelligence 
on market pricing.” Another VP of finance, one 
employed at a business/professional services firm, 
echoes this statement and offers an explanation: 
“Customers are very discerning and very well ed-
ucated today. More often than not, customers are 
getting their consulting partners to prove them-
selves on ‘pilots’ before engaging them on a full 
scale engagement.” CFOs are working to preserve 
(and even increase) the value their companies of-
fer by improving operations—both theirs and their 
business partners’.

Figure 7 

“Over the next year, 
my company’s focus on 
maintaining financial 
discipline is likely to 
__________________.”

10%
IT DEPENDS

6%
DECREASE

“ Customers are 
very discern-
ing and very 
well educated 
today. More 
often than not, 
customers are 
getting their 
consulting 
partners to 
prove them-
selves on 
‘pilots.’”

—VP OF FINANCE,  
BUSINESS/PROFESSIONAL 

SERVICES FIRM

82%
INCREASE
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Managing Working 
Capital to Support 
Value Creation
CFOs ON CASH AND LIQUIDITY 
MANAGEMENT
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Keeping the Pressure 
on Working-Capital 
Improvement

Today, CFOs are tasked not only with getting the 
most out of suppliers, vendors, and their own 
organizations, but also with doing so largely with 
cash generated through operations. The contin-
ued shortage of readily available and affordable 
credit gives them little choice. Most respondents 
to our survey (81%) agree that cash from ongoing 
operations (rather than debt or equity financing) 
is likely to be their companies’ primary source of 
growth capital over the next two years.

Improving cash and working-capital management 
is no easy task for many companies, given the of-
ten limited control they have over payment terms 
with larger suppliers, vendors, and customers. “We 
can control the inventory-management part read-
ily, but the receivables/payables are dictated to us 
because of our size,” says the treasurer at a food/
beverages/consumer packaged goods company. 
Companies’ attempts to extract greater value from 
larger companies—in the form of more-favorable 

payment terms, better pricing, or any other com-
ponent of value—are often met with cool refusal, 
say survey respondents. “We try,” says one EVP of 
finance at a media/entertainment company. “But 
we deal with many large companies that don’t 
really care much about small customers.” Working 
with large companies, this executive continues, 
tends to involve dealing with a policy of “take it or 
leave it.”

Despite these challenges, CFOs in our survey 
affirm the importance of continuing to push on 
collections, payables, and inventory management. 
Respondents recognize that although working-cap-
ital improvement tends to occur very slowly, such 
inertia can only be overcome by continuous pres-
sure. “You must be like water running over a rock,” 
says one CFO at a wholesale/retail trade company. 
“Stay constant and vigilant, and eventually you’ll 
erode some resistance.”

Over 2012, improvement in days sales outstanding 
(DSO), in particular, led to better working capital 
performance, according to our results. (See Figure 
1.) Survey respondents repeatedly emphasize the 
need to be “stricter with terms,” to “ensure that 
collections from customers are done on time every 

Figure 1 

“Our performance on the following working capital metrics was 
____________________ in 2012, compared with 2011.”

DWC DSO DPO DIO

40%

38%
33%

29%

21% 34% 46%

39%

20%
14%

8%

18%

3% 2% 3% 5%

17%
11% 11% 10%

n much better      n somewhat better      n no change      n somewhat worse      n much worse

“ You must be 
like water 
running over 
a rock. Stay 
constant and 
vigilant, and 
eventually 
you’ll erode 
some resis-
tance.”

—CFO, WHOLESALE/RETAIL 
TRADE COMPANY
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time,” and to foster “more and earlier contact with 
customers regarding their balances.” For 2013, 
receivables performance surfaces as a continuing 
priority for improvement. (See Figure 2.) “We need 
to get our payment and receivables terms more in 
line,” says one CFO at an aerospace/defense firm. 
“It significantly hurts our cash flow if we’re paying 
on 45-day terms but collecting on 60-day terms.”

Improving receivables performance may be espe-
cially important given that most companies seem 
to have pushed days payable outstanding (DPO) as 
far as they can for the time being. Only 7% of re-
spondents say that their companies will prioritize 
DPO improvement over the next year. In a sep-
arate question, two-thirds of respondents (67%) 
confirm that their companies generally did not 
extend their payments to suppliers and vendors 
over the past year, suggesting that companies in 
our research segment have been unable or un-
willing to seek DPO improvement through better 
payment terms. For some respondents, sensitivity 
to the importance of strong third-party relation-
ships is the prime motivator for keeping payment 
terms stable. “We are at our maximum extension 
without damaging relationships,” says one CFO at 

a wholesale/retail trade company. Another CFO in 
the same industry says, “We’ve resisted ‘leaning on 
the trade’ and instead focused on negotiating bet-
ter terms with our banking partners.” Numerous fi-
nance executives echo these sentiments, affirming 
the importance of maintaining strong relationships 
across the supply chain.

Our pool of verbatim responses to open-ended 
questions suggests that the majority of companies 
have not experienced any adverse consequences 
as a result of their efforts to extend payments to 
their suppliers and vendors. But there are more 
than a few exceptions. “After several months of 
using the strategy of payment extension, more and 
more vendors are inquiring and threatening credit 
holds,” says one CFO at an aerospace/defense firm. 
At one health-care firm, “It is becoming increas-
ingly difficult to extend payment terms without 
incurring additional cost, typically in the form of 
an interest rate added to the invoiced amount,” 
according to an EVP of finance at the company. 
One controller at a wholesale/retail trade firm de-
scribes situations in which their supply chain has 
put them “on hold,” resulting in “delayed product 
shipments to customers.”

Figure 2 

“Of the three main dimensions of working capital, _______________________ 
will be the highest priority for improvement at my company over the next year.”

RECEIVABLES
PERFORMANCE

38%

INVENTORY
MANAGEMENT

34%
PAYABLES

PERFORMANCE

7%

ALL THREE

20%
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◗ MANAGING WORKING CAPITAL TO SUPPORT VALUE CREATION

Regardless of whether companies’ decisions to 
keep their DPO metrics stable are mostly preemp-
tive or mostly reactive, the exhaustion of DPO as a 
source of working-capital improvement means that 
companies plan to focus most on DSO. Improve-
ments to DSO tie closely with better manage-
ment of cash—an essential component of many 
companies’ efforts to grow their businesses in a 
tight-credit environment. Cash-flow forecasting 
continues to be a top priority for CFOs—as it was 
last year—who indicate that producing highly ac-
curate, timely, and useful cash-flow forecasts will 
allow their companies to maintain their trajectory 
toward extracting and offering greater value. Re-
spondents most often characterize their compa-
nies’ cash-flow forecasting capabilities favorably, 
with 69% describing their forecasting capabilities 
as either “excellent” or “good.” Presented with a 
list of possible changes that companies could make 
to improve their cash-flow management over the 

next year, many respondents indicate that they will 
focus primarily on improving cash-flow forecast-
ing further—in addition to enhancing operating 
efficiency and managing electronic payments more 
systematically. (See Figure 3.)

Our research also suggests that companies are 
moving toward making greater use of credit- or 
purchasing-card ‘float’ as a tool for cash manage-
ment. In our survey, 38% of respondents say that 
their companies increased their use of credit- or 
p-card float to manage their cash position over 
the past year, and only 10% say that their compa-
nies decreased their use of float for that purpose. 
(See Figure 4, next page.) (The remaining 50% of 
respondents indicate that their companies do not 
make use of credit- or p-card float.) The trend is 
likely to continue, survey results suggest: 42% of 
respondents say that their companies will increase 
their use of credit- or p-card float to manage their 

Figure 3 

“Over the next year, my company is most likely to focus on _____________ 
to improve its cash-flow management.”

20%

19%

11%

7%

4%

3%

22%
Improving operating efficiency to 

ensure that delivery of goods meets 
customer expectations

Accepting and issuing electronic 
payments more systematically

Motivating account-relationship 
holders to participate in collections

Improving reporting on cash 
positions and requirements

Improving customer service to reduce 
returns and encourage prompt payment

Reducing the number of invoicing errors

Improving cash-flow forecasting

Cash-flow  
forecasting 
continues to  
be a top  
priority for 
CFOs.
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cash position over the next year, and only 9% say 
that they will decrease their use of float for cash 
management. (See Figure 5.)

Inventory management will also be a point of 
focus for CFOs in 2013. For many companies, 
inventory management is the primary lever for im-
proving working-capital management, respondents 
indicate. “Payables and receivables are also very 
important, but we live and die based on inventory 
and inventory turn,” says one CFO at a wholesale/
retail company. At one manufacturer, the finance 
team has implemented “bi-weekly sales calls to un-
derstand inventory levels, sales strategy, and where 
the focus needs to be to create better turns,” ac-
cording to the company’s CFO. In addition to com-
municating better with sales and operations, some 
finance teams are looking to improve inventory 
management by reevaluating long-held assump-
tions about the costs of keeping inventory on hand. 
For example, another manufacturing company has 
put in place “a program to balance inventory levels 
with waste from not having the ‘right’ inventory 
on hand,” according to a controller at the company, 
who goes on to explain that having an overly lean 
inventory stockpile often results in costs associ-
ated with substitutions and upgrades. According to 
this controller, recent investigations into inventory 
performance have suggested that increasing inven-
tory size and selection at this company may result 
in a significant enough reduction in waste to offset 
any increase in carrying costs. “We are looking 
at whether it makes sense to increase inventory 
(higher carrying costs) to offset waste,” says the 
controller.

Such laser-focused initiatives—which involve care-
fully allocating scarce resources to only the most 
sorely needed improvements—will lead the charge 
for working-capital management in 2013, survey 
results suggest. At the same time, however, not all 
CFOs favor such a targeted approach. A fairly large 
number of respondents decline to choose just 
one area of working-capital management, saying 
they plan to focus equally on all three (DSO, DPO, 
and DIO). At one business/professional services 

firm, for example, “We continue to focus on the 
cash conversion cycle, which means we balance 
improving all three measures rather than focusing 
on just one,” says the company’s CFO.

Although CFOs’ efforts to improve working-capital 
management vary in focus and scope across our 
survey population, our results suggest a powerful 
unifying philosophy: CFOs recognize the need to 
press hard for improvement, even when prog-
ress seems slow or nonexistent. Respondents to 
our 2013 survey are committing to the mind-set 
described by sources we surveyed and interviewed 
throughout 2012: Improving working-capital per-
formance can only be achieved through constant 
attention. For CFOs, embracing the value-delivery 
paradigm involves few gear-shifts, upheavals, or 
periods of turmoil. The best approach, say CFOs, 
involves a continuous, steady, and unyielding 
insistence on improvement—truly, an erosion of all 
resistance.
 

Figure 4 

“Over the past year, my company has made _____________ 
of credit- or purchasing-card ‘float’ to manage its cash position.”

Figure 5 

“Over the next year, my company is likely to make ________
of credit- or purchasing-card ‘float’ to manage its cash position.”

50%
DOES NOT APPLY

42%
DOES NOT APPLY

3%
NOT SURE

10%
LESS USE

9%
LESS USE

8%
NOT SURE

38%
MORE USE

42%
MORE USE
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Steps toward 
Smarter Spending
Companies’ broad business strategies—the prin-
ciples that guide them in everything from product 
and service development to managing partnerships 
with suppliers and vendors—are increasingly 
reflecting a value-oriented mind-set, and finance 
executives are striving to put this evolution into 
practice in spending and investment decisions. 
Rather than looking to reduce spending levels over 
the next year, companies are planning to maintain 
(and, in many cases, ramp up) their spending, 
survey results indicate. Respondents suggest that 
this move will be accompanied by greater scrutiny 
on the value level achieved in all transactions. In 
addition, respondents reaffirm the importance of 
controlling costs and maintaining financial disci-
pline to ensure that ROI victories are not offset by 
inefficiencies elsewhere. Taken together, survey 
results reveal an emerging three-part formula: 
Finance executives are looking to spend more, get 
more, and ensure that their companies are spend-
ing only in the right areas.

Among our research segment, 45% of respondents 
say that their companies will spend and invest 
more over the next year than they did last year; 
only 19% say that they will spend and invest less. 
(See Figure 1.) “We’ve delayed capital investments 
for a few years and now must increase capital 
spending in order to improve our processes,” says 
one director of finance at a media/entertainment 
company.

At the same time, companies plan to get more for 
their spending. Presented with two broad strate-
gies for spending management—extracting more 
value from spending on the one hand, and reducing 
absolute spending levels on the other—the largest 
share of respondents (45%) say that their companies 
will focus on extracting value. (See Figure 2, next 
page.) “[We] need to fully evaluate every penny to 
ensure it will get the return necessary for our future, 
both in the long run and in the short run,” says one 
treasurer at a food/beverages/consumer packaged 
goods company. A CFO at a wholesale/retail trade 
company emphasizes the importance of linking every 
spending decision to value: “We are pretty critical of 
our major purchases and focus on the value provided 

Figure 1 

“In general, I expect my  
company will spend and invest 
___________________ over 
the next year, compared with 
the past year.”

“ We need to 
fully evaluate 
every penny 
to ensure it 
will get the 
return neces-
sary for our 
future, both 
in the long 
run and in the 
short run.”

—TREASURER, FOOD/ 
BEVERAGES/CONSUMER 

PACKAGED GOODS  
COMPANY

8% 11% 34% 32% 13%

Substantially 
less

Somewhat 
less

About the 
same amount

Somewhat 
more

Substantially 
more
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when reviewing major investments.” At a wholesale/
retail trade company, “All spending is looked at as an 
investment in the company’s future and is reviewed 
and approved by corporate management on a regular 
basis,” says the firm’s controller. Similarly, one man-
ufacturing company “formed a cross-functional team 
that is tasked with reducing costs by assessing the 
value of each dollar spent with prioritized initia-
tives,” according to the firm’s CFO.

Of course, to get more out of their spending, com-
panies must first have a clear understanding of what 
they have been getting so far. To this end, one whole-
sale/retail trade company is refining its methods for 
calculating ROI. Says this company’s CFO, “We are 
developing a more accountable system employing 
ROIs for all projects with an initial ROI followed by 
a firm ROI at implementation. This is followed up 
subsequent to project completion with a post-im-
plementation ROI computation to ascertain whether 
we realized the expected ROI or not. Over time, we 
will improve the accuracy of our ROI calculations.” 
The importance of fine-tuning ROI measurement is 
emphasized by a number of executives in our survey, 
including a director of finance at a food/beverages/
consumer packaged goods company, who says, “We 
need to improve the accountability on the expendi-
tures coming from specific areas such as engineering 
or sales. We need to become more scientific in our 
approach to ROI.”

Finance executives are careful to note that, when 
it comes to evaluating spending and investment 
decisions, the true goal of better retrospect is to 
improve foresight. “Think strategically and stress 
your [what-if] scenarios well before committing to 
critical operating long-term contracts,” advises one 
CFO at a financial services company. This senti-
ment is echoed by a top executive at a business/
professional services firm, who advises companies 
to “consider the impact on revenue of every single 
purchase.” Companies know that they need to 
invest in their future—but they’re looking to do so 
with the same meticulousness and vigilance that 
saw them through the recent past.

Improving Cost 
Management
In our survey, finance executives confirm the 
continued importance of controlling costs. A solid 
majority of respondents (82%) say that their com-
panies’ focus on financial discipline will increase 
over the next two years. “Cost reduction must be 
a strategic objective of the organization,” says one 
CFO at a manufacturing company.

A plurality of survey respondents (46%) say that 
their companies are most likely to use the sav-
ings realized through cost control to strengthen 
their balance sheets, indicating a commitment 
to helping their companies operate from a po-
sition of strength. (See Figure 3, next page.) At 
one manufacturing company, “increased focus on 
returning shareholder value drives increased focus 
on financial discipline,” says a director of finance 
in an open-response survey question. Among 
the other potential uses of cost savings we asked 

Figure 2 

“Over the next year, my company will focus on 
_____________.”

45%
EXTRACTING 

MORE VALUE FOR 
ITS SPENDING

18%
REDUCING 
ABSOLUTE 
SPENDING 

LEVELS

37%
IT’S IMPOSSIBLE TO CHOOSE 
BETWEEN THESE—THE RIGHT 

APPROACH TO MANAGING SPEND-
ING COMBINES THEM BOTH
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about—which include using savings to pursue in-
organic growth plans, add or maintain headcount, 
add or maintain new production capacity, fund 
market-outreach programs, and pay dividends/
buy back stock—no single option attracted support 
from more than 13% of respondents.
 
Besides the ubiquitous “lack of time, attention, 
and resources,” respondents identify a lack of 
standardization as among the greatest obstacles to 
improving cost management at their companies. 
At a wholesale/retail trade company, for example, 
“Spending is not centralized and budgetary con-
trols are not used as limits but rather as guides,” 
according to the firm’s CFO. The result? “Some 
branches get into undisciplined spending,” this ex-
ecutive says. Organizational sprawl can exacerbate 
the problem, as suggested by the account of a CFO 
at another wholesale/retail trade company. “We 
have 20 locations with 20 general managers and 
20 different levels of business acumen,” this CFO 
explains. “From a CFO standpoint, it’s difficult to 
manage this when these managers are distributed 
throughout half of the U.S. The greatest distance is 
over 2,000 miles between our branch operations. 
Some of our managers employ the ‘rather ask 

forgiveness than permission’ method [of making 
spending decisions]. We are focusing on increasing 
accountability for business decisions.”

Finance executives may find especially ripe targets 
for standardization and increased accountability 
in their processes for indirect spending, survey re-
sults suggest. Applying direct-spending discipline 
to indirect spending has long been an ambition of 
finance teams, but our survey indicates that many 
companies still have some ground to cover on 
this front. According to survey data, companies 
have not yet managed to bring their practices for 
managing indirect spending up to par with their 
direct-spending practices. For example, 38% of 
respondents say that their companies allocate an 
extensive amount of staff time and attention to 
managing direct spending, whereas only 24% are 
willing to say the same of indirect spending. (See 
Figure 4, next page.) This discrepancy is present 
for every spending-management practice we asked 
about: companies are unlikely to dedicate as much 
time, effort, and attention to managing indirect 
spending as to direct spending. Whereas some 
companies may have already perfected their ability 
to control direct costs in recent years, fewer have 

Figure 3 

“Over the next year, my  
company is most likely to use 
savings realized through cost 
management efforts to help 
_____________.”

46%
13%

13%
12%

6%
Strengthen the 
balance sheet

Fund advertising/
marketing/

PR programs

2%
Pay dividends/buy

back stock

Pursue inorganic 
growth plans

Add or maintain 
headcount

Add or maintain new 
production capacity

“ Some of our 
managers 
employ the 
‘rather ask 
forgiveness 
than permis-
sion’ method 
[of making 
spending  
decisions]. We 
are focusing 
on increasing 
accountability 
for business 
decisions.”

—CFO, WHOLESALE/ 
RETAIL TRADE COMPANY
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done the same for indirect spending—suggesting 
that companies may achieve further cost-control 
victories by turning their attention to indirect 
spending.

How exactly any given company chooses to im-
prove its spending and investment decision mak-
ing will depend on its unique circumstances, but 
one overarching goal—to keep processes aligned 
even as they change—seems shared among most, 
if not all, of our survey respondents. For example, 
one manufacturing company expects investments 
to yield a wide array of improvements. “We are in-
vesting in additional equipment to improve quality, 
reduce lead times, and improve working capital,” 
says this company’s CFO. “In addition, we are 
re-laying our operation to improve material flow 
and productivity and reduce waste.” Investments 
like these may take a long time to pay off, but their 
value comes from improving a variety of areas at 
once—rather than focusing on some at the cost of 
others. Finance executives throughout our survey 
express an appreciation for investments of this 

kind, indicating a strong interest in taking the time 
to ensure their companies’ ability to deliver value 
over the long term.

Managing  
the Change
Finance executives identify organizational resis-
tance as another top barrier to better cost manage-
ment. (See Figure 5, next page.) But some finance 
executives in our survey stress that organizational 
resistance is no more daunting than it was years 
ago, and that overcoming it is the same challenge it 
has always been. Make it a “forced march,” advises 
one CFO at a manufacturing company. “Publish 
targets and post results.”

A handful of executives offer advice as to how to 
ease the march to better cost management. One 
CFO at a wholesale/retail trade company advises 
finance executives to “always be conscious of the 
difficulties associated with change management. 

Figure 4 

“My company makes extensive use of
 _____________ in order to manage its spending.”

Staff time and attention

Formal management program to 
monitor, review, and reduce spending

High-quality reporting on spending

Knowledge of vendors’ pricing strategies

Employees’ negotiating skills

Knowledge of vendors’  
competitive market positions

Benchmarking data on spending Direct spending n
Indirect spending n

38%

32%

29%

26%

23%

21%

13%

24%

23%

23%

17%

15%

12%

11%

“ Always be 
conscious of 
the difficulties 
associated 
with change 
management. 
Companies  
often  
underestimate 
this part of  
the project.”

—CFO, WHOLESALE/RETAIL 
TRADE COMPANY
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Put more focus on change management when 
embarking upon a new project. Companies often 
underestimate this part of the project.” In this 
CFO’s mind, helping employees get to where they 
need to go starts at appreciating how far they’ve 
come. “Realize that most of your departments are 
operating with reduced staffing levels compared 
to five years ago,” says the CFO. “Demands made 
upon them must be accompanied with good orga-
nization and simplicity. Don’t overly complicate 
systems, processes, or procedures.”

Some finance executives advise their peers to 
remember: Change is a two-way street. Finance 
executives, respondents say, must make it their 
job to “keep educating the organization,” “estab-
lish examples,” “show the benefits,” “show what 
could be,” “improve the reward and motivation 
system,” and so forth. Finance executives should 

also expect to learn from their peers in other func-
tional units and in the business lines. “Be open to 
communication,” one EVP of finance at a business/
professional services firm says simply. Finance 
teams certainly have the expertise to push their or-
ganizations to a higher standard, but crafting that 
expertise into an effective solution begins with 
utterly understanding the problem. As an EVP of 
finance at a media/entertainment company puts it, 
“Finance staff must come to learn the business and 
understand why customer and supplier dynamics 
are the ways they are.”

◗ SPENDING AND INVESTMENT

Figure 5 

“In my opinion, _____________ 
is one of the greatest obstacles 
to improving cost management 
at my company.”

31%

43% 23%

16%

10%
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Highly complex 
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Note: Respondents were asked to select up to three responses.
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COMPANY



Sponsor’s perspective
The American Express/CFO Research report, A Valuable Turn for Finance, details the pressure that U.S. companies are under 
to keep pace with larger competitors by staying focused on value—which means delivering quality while simultaneously pushing 
down prices. In fact, if you look at Figure 4 and Figure 5 on page 4, more than 8 in 10 survey respondents say they feel somewhat 
more or much more pressure on prices today than two years ago,1 and 82% expect that trend to continue through 2015.2

We understand that such a tough directive calls for tough measures. To provide the kind of value that customers demand, 
companies must do everything in their power to control costs, internally and in their supply chain. To accomplish that, they 
need to evaluate every aspect of operations to curb waste and improve performance—all the better to maximize cash flow, 
which more companies rely on to fund future growth. As always, at American Express, we are committed to providing prod-
ucts, services, and added value through our consultative assistance to help companies improve their resources at every turn.

Generate Savings
One way U.S. companies can control costs and generate savings is by improving how they manage vendor relationships and 
payments. Companies can use the American Express Corporate Purchasing Card® and vPayment to create preferred vendor 
lists, set spending limits, and manage other procurement functions, which can help increase efficiencies and decrease 
administrative expenses. Companies can partner with American Express’ dedicated supplier enrollment teams to help key 
vendors accept American Express payment solutions.

Streamline Processes
As part of streamlining processes to curb costs, U.S. companies can switch from paper-based payables to a digital payments 
service such as PAYVE® from American Express. PAYVE can help eliminate duplication by processing multiple payment 
methods through a single online portal. The platform also uses “big data” tools to analyze invoice frequency, speed of pay, 
and other metrics that can help companies manage working capital and improve cash flow.

Increase Visibility
Companies that give American Express® Corporate Cards to employees for work can use tools built into the Card programs 
to monitor spending, thereby gaining visibility into travel, entertainment, fuel and other expenses. Companies can use 
American Express @ Work® to help manage Corporate Card administration, and combine the Cards with web-based soft-
ware and mobile apps from Concur® Technologies to automate expense reports.

For more information about American Express Global Corporate Payments, please visit www.americanexpress.com/corporate.

Darryl Brown
President, Americas
Global Corporate Payments
American Express

1 See Figure 4, page 4
2 See Figure 5, page 4
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