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This is the time of year when many businesses start preparing for next year’s budgeting process. In doing so,
they will be gathering information and data with key personnel from various departments to obtain forecasted
revenues and associated costs.
Among the techniques that could be employed in this process are such methods as incremental budgeting, zerobased budgeting, rolling forecasts, etc. At the same time, executives will be reviewing current year-to-date
results and assessing performance metrics for their effectiveness in driving decision-making and meeting
corporate goals.
Benchmarking: A Strategic Tool
One analytical tool that I find helpful during this planning and budgeting process is benchmarking.
Benchmarking can be used in concert with any of these methodologies, as well as be a part of other key
performance indicators (KPIs) your company should be reviewing.
Benchmarking is the process of comparing your organization to others, typically in the same industry (such as
competitors), to gain a better understanding of your marketplace and identify possible product or service
shortcomings. It can also be a way to compare your organization to innovative companies from different
industries that have high-performing operations and processes you could learn from and possibly emulate.
This kind of strategic benchmarking is also a great way to challenge your assumptions and approaches to “the
way we’ve always done things.” When done correctly, benchmarking can be used as a tool to provide insight into
best practices and continuous improvement throughout your organization.
CFOs are increasingly facing demands to provide reliable analytical support to sales and operating managers.
Therefore, the task of determining what to measure (or the benchmarks) and how to measure it (or
benchmarking) typically resides in the finance department, which manages the benchmarking process along with
assistance from various business units.
Of course, there is also pressure in all organizations today to control costs and accomplish more with less.
Therefore, finance teams usually are not averse to performing benchmarking activities in their own department
and thus discovering better ways to provide information efficiently to produce best-in-class decision support.
Failing to benchmark can lead to many negative effects for organizations, including the following:
▪
▪
▪
▪

Under-performance across the organization.
A lack of competitiveness.
Delays in making critical changes needed to address market shifts.
Inability to launch successful new products and services.
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Steps to Strategic Benchmarking
The first step in conducting benchmarking is to define the subject of the benchmarking initiative, the processes
that will be reviewed and the measurements that will be used. For example, these measurements might include
product and service quality, levels of customer satisfaction, costs and turnaround time required for product and
service delivery. Next, the benchmarking initiative should be aligned with management’s goals and objectives for
the organization.
Benchmarking resources can be obtained from a variety of different sources. These include internal industry
surveys, the American Productivity & Quality Center (APQC), the Benchmarking Exchange, and the Risk
Management Association’s (RMA) Annual Statement Studies.
Your company could realize many benefits by performing benchmarking, including the following:
▪
▪
▪
▪
▪
▪

Identify gaps in company processes.
Make better pricing decisions.
Maintain your competitive edge.
Increase market share.
Boost customer retention.
Improve operating results, efficiency and profitability.

Concluding Thoughts
One analytical tool that’s helpful during the business planning and budgeting process is benchmarking. This is the
process of comparing your organization to others to gain a better understanding of your marketplace and identify
possible product or service shortcomings. Benchmarking is a great way to challenge your assumptions and
approaches to “the way we’ve always done things.” An outsourced CFO services provider can help you implement
a strategic benchmarking initiative at your organization.
About CFO Edge
CFO Edge, LLC delivers enterprise-class financial and operational performance solutions to executives
throughout Southern California. Based in Los Angeles, our formerly-seated chief financial officers engage on
demand as part-time CFOs, single-project CFOs, and interim CFOs to help business leaders successfully
resolve pressing challenges and realize their financial and operational goals. At CFO Edge, we are passionate
about helping our clients create, grow and sustain value. For more information, visit www.cfoedge.com or call
800.276.1750 Ext 101.
This publication has been prepared for general information on matters of interest only, and does not constitute professional advice on facts and
circumstances specific to any person or entity. You should not act upon the information contained in this publication without obtaining specific professional
advice. No representation or warranty (express or implied) is given as to the accuracy or completeness of the information contained in this publication. The
information contained in this material was not intended or written to be used, and cannot be used, for purposes of avoiding penalties or sanctions imposed
by any government or other regulatory body. CFO Edge, LLC, its members, employees and agents shall not be responsible for any loss sustained by any
person or entity who relies on this publication.
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