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INTRODUCTION

In an era where 63% of organizations struggle to make predictions beyond six months?', can the
Financial Planning & Analysis (FP&A) function move from a reactive role to one where they take
the lead to manage performance? This question lies at the heart of the challenges that finance teams
face in today’s volatile and unpredictable world.

Traditional planning methods, which often rely on a 12-month outlook, assume a level of predictability that
is increasingly unrealistic. As uncertainty rises, agility becomes crucial for businesses to stay competitive.
This makes scenario planning essential for FP&A teams and senior leadership, allowing them to prepare
for multiple futures and adjust strategies when conditions evolve.

This paper explores how FP&A teams can lead in an unpredictable era, drawing on insights from 260+
International FP&A Board meetings across 19 countries, 30+ research papers, and input from over 50,000
senior practitioners worldwide. We identified the top 5 trends that will shape FP&A in 2025 and beyond
(Figure 1), therefore offering a roadmap for finance teams to become agile, data-driven partners capable of
navigating complexity with confidence.
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Figure 1: Five Key Trends Shaping FP&A in 2025 and Beyond

Each trend addresses a key area for FP&A transformation:

1. Integrated FP&A: Moving from static, annual plans to flexible, real-time planning that spans across
the entire organization.

2. Data-Driven Mastery: Using data to uncover business drivers, improve forecasts, and facilitate
scenario planning.

3. Transformative FP&A Business Partnering: Leveraging technology to enable meaningful, strategic
collaboration.

4. Al Empowerment: Using Artificial Intelligence to enhance productivity and drive informed decision-
making.

5. ESG Integration: Embedding sustainability into financial planning and strategic priorities.

This paper explores each trend, offering practical insights to guide FP&A teams toward agility, foresight,
and providing strategic impact in a rapidly changing world.

' According to 2024 FP&A Trends Survey, https://fpa-trends.com/fp-research/fpa-trends-survey-2024-empowering-decisions-data-how-fpa-supports-organisations
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“Being informed and being agile has become the norm of our daily life.”
Diana Groschupp, VP FP&A Europe at TD SYNNEX?

TREND 1: INTEGRATED FP&A

Definition

Traditional processes often rely on rigid schedules, disconnected systems, and single-scenario forecasts
that assume a predictable business environment. Today’s landscape, however, demands agility. Integrated
FP&A unifies strategic, financial, and operational activities into one single, dynamic process. This allows
FP&A teams to make quick, data-driven adjustments when market conditions change, while ensuring
plans across departments stay aligned and responsive (Figure 2).
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Figure 2: Traditional vs. Integrated Planning Processes

The Challenges in Implementing Integrated FP&A

Despite the benefits of an integrated approach, the transition to an integrated framework remains a
challenge for most organizations. According to the 2024 FP&A Trends Survey, only 13% of companies
report having a fully integrated approach, where strategic, financial, and operational plans are combined
into one cohesive framework. The top four barriers preventing this shift were reported as follows:

1. Processes Being Difficult to Integrate: 30% of organizations struggle with rigid processes that
limit flexibility and make cross-functional integration difficult.

2. Limited Systems: 24% of companies cite outdated or incompatible systems that create data silos,
blocking any real-time data flow that is needed for adaptive planning.

3. AlLack of Strategic Vision from Senior Leadership: 16% of organizations lack top-level commitment
to integrated planning, with leaders remaining focused on traditional, rigid planning methods.

2 https://fpa-trends.com/article/thriving-uncertainty-new-era-fpa
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4. Insufficient Internal Support and Evident Skills Gaps: 15% of respondents said they lacked
support and expertise within FP&A teams, especially in data analysis and scenario planning.

These challenges reveal that while organizations understand the need for agility, moving to a fully integrated
approach requires more than just procedural adjustments. It demands cultural shifts, technological
investment, and an alignment across all levels, from operational teams to senior leadership, to achieve
true agility and responsiveness in today’s dynamic environment.

Implementing Integrated FP&A

The Integrated FP&A Framework presented here centers on six core elements: data, driver-based models,
integrated financial statements, streamlined processes, collaboration, and technology (Figure 3).
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Figure 3: The Six Core Elements for Integrated FP&A

. Data: A unified data environment ensures all departments operate from one single source of truth,
which enables real-time insights and cross-functional collaboration.

. Driver-Based Models: These models link key business drivers to strategic objectives, allowing
FP&A teams to quickly adjust plans in line with any evolving conditions.

. Integrated Financial Statements: Also known as Three-Way Modelling. By integrating the P&L,
the Cash Flow statement, and the Balance Sheet, these systems provide a comprehensive view of
financial health and resource allocation.

. Streamlined Processes: Simplified processes support agile planning, allowing for swift re-forecasting
and scenario management. This cycle encourages alignment and collaboration throughout the
organization.

. Collaboration: A cross-functional culture improves alignment and allows FP&A teams to work
closely with other departments, enabling them to foster value-driven decisions with organization-
wide support.

. Technology: Modern platforms automate data flows and support real-time analysis, which can help
FP&A teams stay responsive to internal and external changes.

Together, these elements create a comprehensive foundation for an agile FP&A function capable of guiding
strategic decisions and enhancing cross-functional collaboration.
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“By moving toward an Integrated FP&A model, FP&A teams go beyond the traditional finance
mindset, integrate with the entire organization, and enable it to make value-adding decisions.”

Prodromos Siapkas, CFO at AELER Technologies?®

The Impact of Integrated FP&A

Integrated FP&A unifies strategic, financial, and operational plans into a dynamic framework that can adapt
to change and that supports proactive, data-driven decisions. As Bill Schuh, Chief Revenue Officer at
Anaplan, notes, “The pace of change has picked up irrevocably. We need the ability to evaluate scenarios
for the business daily in real-time.” This adaptability allows organizations to make swift adjustments and
enhance strategic agility across departments.

Cross-functional collaboration is crucial for this alignment. Diana Groschupp, VP FP&A Europe at TD
SYNNEX, explains, “Our collaboration with HR, Treasury, and Procurement provides a broader view that
strengthens both our forecasts and strategic impact.” Integrating insights from multiple functions not
only improves forecast accuracy but also enhances organization-wide strategic alignment.

Use Case: Integrated FP&A Transformation at Daikin Comfort
Technologies®

Daikin Comfort Technologies, a U.S.-based company, sought to enhance financial planning and forecasting
accuracy across its extensive network. By implementing a modern technology platform (Anaplan), Daikin
unified key business drivers, such as demand and production efficiency, into one single integrated system.

According to Jennifer LeBlanc, VP of Corporate Planning, “We get a lot of additional value from our
revenue reporting, S&OP, and financial planning, all because these processes are connected in real-time.”
This integration empowered Daikin to respond quickly to market shifts, strengthen resource allocation,
and elevate the strategic role of FP&A in decision-making.

Conclusion

Integrated FP&A sets the foundation for the complete transformation of FP&A into being a proactive
leader for change management. Charlie Gottdiener, CEO at Anaplan, stresses, “Traditional planning is
yesterday’s paradigm. Today’s model is real-time financial and operational decision-making.” By adopting
the concept of integrated planning, FP&A can provide a continuous flow of actionable insights that
empower data-driven decisions across the organization.

This approach is further advanced by the other trends within this paper, including Data-Driven Mastery,
Transformative FP&A Business Partnering, Al Empowerment, and ESG Integration. Each trend builds
upon this integrated approach to enhance an FP&A department’s agility and strategic impact.

* https://fpa-trends.com/article/integrated-fpa-scale-world
4 https://fpa-trends.com/article/thriving-uncertainty-new-era-fpa
5 https://www.anaplan.com/customers/daikin-comfort-technologies
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TREND 2: DATA-DRIVEN MASTERY

Definition

Data-Driven Mastery is the ability to leverage data in order to identify and manage the key business drivers
that influence organizational performance. Central to this approach are driver-based models, which
establish a mathematical connection between drivers and their impact on financial outcomes (Figure 4).
These models lay the groundwork for rolling forecasts and real-time scenario planning, that can enable
FP&A teams to quickly adapt to market changes and make swift, informed, data-driven decisions.
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Figure 4: Driver-Based Models

The Challenges in Implementing Data-Driven Mastery

Despite the recognized value of driver-based models, adoption remains limited. The 2024 FP&A Trends
Survey reveals that only 9% of organizations have fully automated driver-based models. Indeed, the
majority of organizations rely on partial or minimally automated versions. Alarmingly, 14% of organizations
do not use driver-based models at all, which limits their agility and responsiveness. The survey identified
five main barriers to effective data usage:

1. Data Quality and Timeliness (35%): Many organizations struggle to maintain consistent, high-
quality data.

2. Inadequate Analytical Tools (24%): Existing tools often fail to support the depth of analysis needed.

3. Lack of Data-Driven Culture (21%): Without a data-centric mindset, insights fail to reach decision-
makers.

4. Limited Data Access (12%): Access to relevant, consolidated data remains a challenge.

5. Skills Gaps (8%): Shortage of analytical and data-orientated skills, within FP&A, hinders driver-
based model utilization.

Furthermore, only 22% of respondents report having access to one single, consolidated source of data.
The rest are still managing fragmented data across multiple sources which in itself requires substantial
effort to validate and consolidate before analysis. This complexity hampers timely decision-making and
restricts an FP&A team’s ability to run quick, reliable scenarios.

FP&A Trends Group 6
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Implementing Data-Driven Mastery

Data-Driven Mastery is an iterative cycle that focuses on the drivers impacting performance (Figure 5).
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Figure 5: The Implementation of Data-Driven Mastery

This process can be broken down into six practical steps:

1.

Define Objective KPIs: Ensure KPIs align with the organization’s strategic goals, such as revenue
growth and customer acquisition cost reduction. Establish metrics across operational areas to
ensure FP&A activities support organization-wide objectives, thereby creating a causal chain that
can be analyzed and refined over time.

. Identify Key Business Drivers: Identify the critical drivers that impact business outcomes the

most, following the Pareto Principle (20% of drivers impact 80% of results). Drivers can be identified
through analytics (historical data patterns) and local business insights.

Develop Driver-Based Models: Build and refine predictive models using historical data to test their
accuracy. Compare forecasts to results in order to pinpoint the drivers that are impacting variances
while taking into consideration any relevant input from operational teams.

. Automate: Automate repetitive tasks to create faster workflows and to free up time from FP&A

teams to use for higher-value activities. Automating routine processes empowers teams to focus on
what truly matters: making informed, data-driven decisions that drive the business forward.

. Create a Governance Framework: Establish strong governance for data accuracy and consistency

that fosters a single source of truth across all departments and instills confidence in the data used
for decisions.

. Continually Monitor and Adjust: Regularly update models to reflect market shifts and internal

changes and, therefore, enhance forecast accuracy.

FP&A Trends Group 7
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The Impact of Data-Driven Mastery

According to the 2024 FP&A Trends Survey, when organizations implement fully driver-based models, they
stand to gain benefits that improve organizational performance and agility. For example:

® High-Value Focus: 45% of FP&A time is spent on strategic activities, a 12% increase over
organizations not using driver-based models.

© Data-Driven Decision-Making: 70% of these organizations base decisions on data, compared to
52% of those that do not use driver-based models.

® Improved Forecast Quality: 51% of these organizations rate their forecasts as great or good,
which represents a 26% improvement over those who do not use driver-based models.

Use Case: Ajinomoto Indonesia’s Shift to Data-Driven Mastery®

Ajinomoto Indonesia [Ajinomoto], a leading fast-moving consumer goods (FMCG) company, set ambitious
goals to support healthier lifestyles and reduce environmental impact. However, their finance team’s
reliance on manual, spreadsheet-driven processes hindered efficient reporting and cross-departmental
collaboration. To meet these goals and improve agility, Ajinomoto implemented a modern unified data
platform (Anaplan) that enabled real-time user access across finance, production, logistics, marketing,
and management teams.

As a result, Ajinomoto Indonesia was able to:

©® |dentify Key Business Drivers: Through detailed analysis, the company could leverage the key
business drivers in forecasting and scenario management to support data-driven decision-making.

® Integrate Real-Time Data: By consolidating data from all ERP, CRM, and other systems, Ajinomoto
created a single source of truth, accessible to users across all departments.

® Automate Reporting and Scenario Planning: The new platform allowed Ajinomoto to replace
manual processes, which accelerated reporting cycles and empowered leaders with rapid scenario
modeling capabilities.

® Enhance Cross-Functional Collaboration: Real-time data sharing strengthened alignment across
teams and enabled teams to respond cohesively to changes as well as focus on strategic objectives.

Ajinomoto’s transition to a data-driven, collaborative environment has led to faster, more accurate
forecasting and reduced errors, which in turn allows the company to make agile, informed decisions that
are aligned with its global mission.

Conclusion

Data-Driven Mastery provides clarity on what drives organizational performance. When built into driver-
based models, it increases an organization’s agility, allowing more time for scenario analysis while enabling
quick simulations for alternative outcomes. Forecasts become more refined, data-driven, unbiased, and
realistic. Additionally, the cross-functional insights gained foster a collaborative environment that unifies
teams around shared strategic goals.

¢ https:/www.anaplan.com/customers/ajinomoto-indonesia
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TREND 3: TRANSFORMATIVE FP&A BUSINESS PARTNERING

Definition
Transformative FP&A Business Partnering leverages technology, Artificial Intelligence (Al) and Machine
Learning (ML), and analytics to shift the FP&A team from a reporting role to a strategic business partner

that actively shapes organizational strategy. By providing real-time insights and Predictive Analytics, FP&A
can transition from being a reactive function to a proactive, cross-functional leader.

As Mario Jiménez, Group CFO at Alamar Foods, states, “As technologies like automation, Artificial
Intelligence, and advanced analytics reshape finance, FP&A is evolving into a strategic business partner.
Embracing these innovations allows FP&A to simplify routine tasks, enhance data accuracy, and deliver
insights that drive strategic decisions.””

The Challenges in Moving to Transformative FP&A Business
Partnering

Despite the potential for transformation, FP&A teams still face significant challenges, as highlighted in the
2024 FP&A Trends Survey:

® Time Constraints: Demand for FP&A Business Partnering surged from 16% in 2021 to 50% in
2024, reflecting a growing need for FP&A professionals to be strategic partners. However, only
one-third of FP&A’s time is currently spent on high-value activities such as driving action and
generating insights, while almost 45% of their time remains dedicated to data collection and

validation (Figure 6).
6% 6%
20% 20%

50%
41%
24%
16%

2021 2022 2023 2024 2019 2020 2021 2022 2023 2024

16%

19%

Il Driving Actions
I Insight Generation
Information Generation

[ Data Validation

Il Data Collection

285 338 342 375 385 383
FP&A BUSI ness pa I’therl ng na med as respondents respondents respondents respondents respondents respondents
the most important FP&A skill Where FP&A spends it's time over the years?

Figure 6: Demand vs. Time Allocation in FP&A Business Partnering
Source: 2024 FP&A Trends Survey, 383 respondents

@ Capability Gaps in Specialist Roles: The absence of specialist roles, such as FP&A architects
and data scientists, limits the ability for an FP&A team to fully leverage Al and Predictive Analytics,
therefore restricting their strategic influence.

® Varying Levels of Maturity in Business Partnering: The survey shows that only 9% of organizations
have fully supported their FP&A partnering function with the technology required, and 13% have no
formal partnering structure.

7 https://fpa-trends.com/article/transformation-fpa-experts-strategic-collaborators
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@ Analytical Challenges and Premature Conclusions: David Wittenberg, Former Finance Manager

at Providence St. Joseph Health, states, “The greatest barrier to effective business partnering is
the ‘Premature Conclusion’—latching onto an idea before all the information is available and the
situation is fully understood. This often leads to solutions that waste resources and miss the mark.”®

Implementing Transformative FP&A Business Partnering

While Al and Predictive Analytics offer significant opportunities for the FP&A department to play a strategic
role, upskilling team members and refining role definitions remain essential to unlocking the full
potential of FP&A, where the team can act as true cross-functional leaders. To this end, we recommend
that organizations:

1.

Embed FP&A within the Business: Positioning FP&A professionals within business functions allows
them to gain firsthand insight into daily operations and foster stronger alignment with strategic
goals. They will be able to actively monitor and respond to real-time developments and provide a
continuous flow of actionable insights that empower data-driven decisions.

Build a Multi-Functional FP&A Team: Redefine FP&A roles to support a multi-functional team
capable of addressing diverse business needs. The key roles that will ensure FP&A has the necessary
expertise to become a proactive, strategic partner within the organization, include:

® FP&A Analyst: Delivers insights aligned with corporate objectives to enable effective
decision-making.

FP&A Architect: Designs processes and systems that integrate Al and advanced analytics.
FP&A Data Scientist: Uses advanced analytics to uncover hidden insights.

FP&A Storyteller: Communicates insights through compelling narratives.

FP&A Influencer: Guides leadership in data-backed decision-making.

Leverage Advanced Technology: Use Al, Machine Learning, and data analytics to boost FP&A’s
predictive insights and real-time scenario analysis. Automate routine tasks to focus on high-value
analysis and apply driver-based models to verify the key business drivers that add strategic value.

Strengthen Storytelling and Communication Skills: Leverage Al-driven visualization tools
and create compelling narratives that make complex insights understandable to non-financial
stakeholders, therefore, influencing strategic decision-making at all levels.

Lead Change within the Organization: FP&A should lead change by promoting a data-driven
mindset and encouraging agile, data-informed decision-making that supports the organization’s
shift to a business strategy that is more responsive and integrated.

The Impact of Transformative FP&A Business Partnering

When FP&A serves as a strategic partner, significant organizational value is created by enabling agile, data-
driven decisions, fostering cross-functional alignment, and optimizing resource allocation for targeted
growth. With real-time data and scenario planning, an FP&A team can equip the organization to respond
proactively to market shifts, therefore enhancing resilience and adaptability. Additionally, FP&A’s influential
role can increase team engagement as members see their impact on business outcomes, solidifying the
FP&A team as a vital driver of organizational success.

& https:/fpa-trends.com/article/indispensable-business-partners-barriers
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Use Case: Transforming Coca-Cola Beverages Northeast FP&A
to Business Partner?®

Through acquisition, Coca-Cola Beverages Northeast experienced rapid growth in 2017, tripling its revenue
from $300 million to $1.2 billion. This resulted in an urgent need for FP&A to become a proactive business
partner. In order to handle the increased complexity effectively, the FP&A team became more agile and
implemented integrated planning methods.

By adopting a modern cloud-based planning platform (Anaplan) and utilizing advanced analytics, Coca-
Cola Beverages Northeast integrated its financial, sales, and supply chain planning processes. This
transformation allowed the FP&A team to shift from transactional tasks to a strategic business partnership
role. “We’ve moved from strictly transactional work to more business partnership, and technology
has really been at the crossroads of that transformation,” said Justin Conroy, VP of Finance and
Accounting.

The results of this change include:

® Accurate Forecasting: Enhanced analytic capabilities led to more precise forecasts, which
improved the organization’s ability to anticipate market demands.

® Cross-Functional Collaboration: The integrated planning platform promotes stronger collaboration
across departments, which supports coordinated and strategic decision-making.

® Enhanced Agility: With greater planning agility, Coca-Cola Beverages Northeast was able to
respond quickly to changing market conditions and the role of FP&A was elevated to a proactive
business partner.

By leveraging real-time data and analytics, Coca-Cola Beverages Northeast improved decision-making
speed and strategic alignment, positioning FP&A as an essential partner in driving organizational success.

Conclusion

Being a Transformative Business Partner is more than just being a supplier of information. As Liping Qi,
CFO at MicroSurgical Technology, explains, “To be a successful finance partner, you have to understand
the business you are in. It is not just what the company does but really understanding how business
behaviors translate into numbers.”'° This view is backed up by Brian Stickles, Senior Principal, Research
at Gartner, who says, “To succeed, FP&A must shift from seeing itself as internal consultants to becoming
digital-first enterprise enablers, transferring financial acumen across decision-makers.”

FP&A is uniquely positioned to serve as strategic advisors, provided they can master the other trends in
this paper.

TREND 4: Al EMPOWERMENT

Definition

Al Empowerment is transforming FP&A into a proactive, insight-driven function that drives strategy and
anticipates change. Since 2018, our AI/ML FP&A Committee has explored this shift through 20 case
studies from revenue to full P&L forecasting. Early Machine Learning models felt like “black boxes”, but
advancements now offer transparency, enabling FP&A to adjust key drivers and improve forecast accuracy.
Beyond prediction, Generative Al is now being used to automate reporting, craft scenario narratives, and
deliver insights in clear language that supports informed decisions across departments.

2 https://www.anaplan.com/customers/coca-cola-northeast,
' https://fpa-trends.com/article/mastering-finance-business-partnering
" https://fpa-trends.com/article/how-transform-fpa-leadership-deliver-increased-effectiveness
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The Challenges in Al Empowerment

Although Al offers transformative potential for FP&A, its adoption has fluctuated, as shown in the 2024
FP&A Trends Survey (Figure 7). Al and ML usage in FP&A grew steadily from 2019, reaching a peak of 11%
in 2021, but has since declined to 6% in 2024.

_o%
B Currently using
39% 35% I Plan to use ML in next 6 months
Plan to use ML in next few years
B No plans/see no value for FP&A

2019 2020 2021 2022 2023 2024

Figure 7: The Use of AI/ML in Forecasting

Source: 2024 FP&A Trends Survey, 383 respondents

The initial rise in Al adoption reflected optimism around improving forecasts and streamlining operations.
However, the COVID-19 pandemic exposed a key limitation: traditional Al models, heavily reliant on
historical data, struggled in unpredictable conditions. This realization led to a decline in Al adoption as
FP&A teams reevaluated its practical application within volatile environments.

Additionally, several other key challenges continue to temper the enthusiasm for Al in FP&A:

1. Transparency in Al Models: Many Al models function as “black boxes”, where the techniques used
are not understood. Wagas Ahmed Hashmi, Head of Finance & Business at First Entertainment
Holdings, comments: “One of the main issues in deploying Al is the inherent complexity of these
models, which can hinder understanding of how specific forecasting outcomes are produced.
This complexity can create mistrust among stakeholders, potentially deterring firms from adopting
Al-powered technologies.” 2

2. Skills and Time Constraints: Implementing Al requires specialized skills, which many FP&A teams
lack. Balancing the need to upskill with day-to-day responsibilities has slowed Al adoption, and
teams are struggling to align Al with existing processes.

3. Data Quality: Effective Al relies on high-quality, integrated data, yet many organizations continue to
face data fragmentation and inconsistency.

4. Cost and Infrastructure: Al, particularly real-time processing and advanced modeling, requires
significant investment. Budget constraints and competing priorities make it difficult for many
organizations to allocate resources toward Al within FP&A.

5. Organizational Skepticism: Although 59% of organizations plan to adopt Al/ML in the future, more
than one-third still see no immediate value, reflecting an ongoing skepticism.

2 https:/fpa-trends.com/article/revolutionising-financial-forecasting-double-edged-sword-aiml
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Implementing Al Empowerment

Achieving Al Empowerment in FP&A requires a structured, progressive approach that builds a solid
foundation in data, skills, and collaboration. While Al’s potential in FP&A is significant, it is essential to
approach it with balanced expectations. Although Al is a mature technology, its use within FP&A is still
at an early stage. Consequently, we recommend a realistic, gradual adoption process that allows FP&A
teams to unlock Al’s benefits effectively:

1.

Establish a Data Foundation: Effective Al implementation hinges on complete, high-quality data.
Begin with smaller, well-defined data sets to ensure cleanliness and reliability, setting a strong base
for future Al-driven insights.

Pilot Machine Learning for Driver-Based Forecasting: Start with Machine Learning on targeted
forecast areas, such as revenue for specific product lines. Use ML to identify key drivers within the
data and demonstrate its predictive accuracy and efficiency against traditional methods.

Implement Transparent, Explainable Models: Choose Al models that allow visibility into predictions
and business drivers to create confidence in Al-powered insights. Presenting Al-generated forecasts
alongside traditional results can build trust over time.

Use Generative Al for Narrative Creation and Reporting: Leverage Generative Al to automate
narrative generation, making complex data accessible through summaries and insights that inform
decision-makers. This application is especially valuable for explaining variances, scenario outcomes,
and underlying assumptions in financial reporting.

Refine Skills and Expand Data Scope: Invest in team skill training and expand data integration
to strengthen Al’s capabilities within FP&A. Upskilling FP&A teams and creating cross-functional
training opportunities enhances collaboration and embeds a data-driven culture.

Foster Cross-Functional Collaboration: Engage closely with departments like sales and operations
to validate Al insights and combine predictive accuracy with practical business expertise. This
approach integrates Al more deeply into organizational decision-making, strengthening FP&A’s
strategic role.

The Impact of Al/ML Adoption

Al's role in FP&A goes beyond automation. It redefines finance as a central force that shapes the
organization’s future. The use of Al/ML can significantly enhance an FP&A team’s performance, as shown
in the 2024 FP&A Trends Survey (Figure 8).

® High-Value Activities: Al/ML users spend 39% of their time on high-value activities, which is 5%

more than non-users. This shift allows FP&A professionals to focus more on strategic, value-adding
tasks rather than routine activities.

Data-Driven Decisions: Organizations leveraging Al/ML make data-driven decisions in 75% of
cases, 13% higher than those without Al, therefore, underscoring the role of Al in facilitating data-
centric decision-making.

Forecast Accuracy: Among Al/ML users, 65% rate their forecasts as great or good, which is
significantly higher than the percentage of non-users, 40%. This improvement reflects the predictive
power that AI/ML can bring to FP&A forecasting.

Optimized Performance: FP&A teams using Al/ML report a 35% optimization in performance (with
minimal areas for improvement) compared to just 17% of non-users that report this. This indicates
that Al/ML adoption leads to more efficient and streamlined FP&A functions.
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Figure 8: The Impact of Al/ML Adoption on FP&A Performance Metrics

Source: 2024 FP&A Trends Survey, 383 respondents

Use Case: Elevating Forecast Accuracy and Profitability with Al
at GlobalTech™

GlobalTech, a FTSE 50 company, faced profitability issues due to inaccurate demand forecasts. Fragmented
data systems and outdated, internal-only forecasting models led to misaligned production schedules and
inefficiencies. Recognizing the need for change, the CFO led a strategic initiative to improve forecasting
and drive profitability using Al and integrated data.

Under the CFO’s leadership, GlobalTech implemented an Al-driven, centralized data platform that
supported:

® Unified Data Integration: Combined internal data with external sources like market trends and
economic indicators.

® Al-Powered Forecasting Models: Adopted Machine Learning to create real-time, dynamic
forecasts responsive to market changes.

® Cross-Department Collaboration: Engaged finance, operations, and IT to align Al forecasts with
strategic goals.

The results included:

® A 40% Improvement in Forecast Accuracy: The alignment of production with demand was
enhanced, and costs were reduced.

® A 15% Increase in Profitability: Resource allocation was optimized, and waste was reduced
through accurate demand forecasting.

® Greater Agility: Real-time data allowed quick adjustments in production and supply chain strategies.

Conclusion

According to Dr. Stylianos Kampakis, CEO at The Tesseract Academy, “Al within FP&A represents not
just a technological evolution but a strategic revolution.”’* Alejandro Erasso, Former Sr. Director
Global Business Unit FP&A Finance at Broadcom (VMware), adds, “Data Science and Al are becoming
some of the most powerful tools in CFOs’ toolkits, turning CFOs into the new economic architects of
the firm and the most strategic players in the C-Suite.”'s

Al will increasingly become a strategic tool as FP&A helps to guide financial performance in a fast-changing
and competitive business landscape.

s https:/fpa-trends.com/article/data-transforming-forecasting-capabilities
% https://fpa-trends.com/article/applications-ai-financial-planning-and-analysis-fpa
S https:/fpa-trends.com/article/transformative-power-human-and-ai-interaction-fpa
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TREND 5: ESG INTEGRATION

Definition

Environmental, Social, and Governance (ESG) is fast becoming a worldwide imperative. Organizations
can no longer ignore the detrimental impact they have on the environment and the population. The
implementation of the Corporate Sustainability Reporting Directive (CSRD) in 2024 within Europe is a
good example and has been a significant catalyst in expanding ESG reporting requirements across all EU-
listed firms. This directive demands detailed disclosures on ESG policies, processes, and targets, which
pushes FP&A teams to develop new competencies and tools rapidly. Consequently, best-in-class FP&A
teams are those that have transformed their traditional financial models to incorporate ESG metrics, risks,
and opportunities. This ensures that sustainability is woven into the fabric of strategic decision-making.

The Challenges of ESG Integration

The main challenges for integrating ESG into FP&A processes are:

1.

Data Quality and Availability: Many organizations struggle with collecting and validating ESG data,
which hinders accurate forecasting and reporting.

Skills Gap: There’s a notable shortage of FP&A professionals who possess expertise in both financial
modeling and ESG metrics.

Technology Integration: Existing financial systems often lack the capability to seamlessly
incorporate ESG data and metrics.

Funding Challenges: Transition plans demanded by initiatives like the Science-Based Targets
initiative (SBTi) and the European Sustainable Finance Disclosure Regulation (SFDR) require
substantial investment.

Implementing ESG Integration

Since the integration of ESG into FP&A is a relatively new initiative, comprehensive data on its success
is limited. Many organizations still have work to do to fully incorporate ESG into their financial planning.
Based on initial insights, we recommend the following steps to implement effective ESG integration:

Data Collection: Identify and collect key ESG metrics relevant to your organization. Implement
robust systems for consistent and accurate ESG data gathering.

Model Integration: Incorporate ESG factors and metrics into existing financial models. Develop
integrated models that link financial and sustainability performance.

Scenario Analysis: Conduct scenario planning to assess the financial impact of various ESG-
related events. Include climate change scenarios and regulatory changes in your analyses.

Stakeholder Engagement: Collaborate with internal and external stakeholders to understand ESG
priorities. Ensure alignment between financial goals and stakeholder expectations on sustainability.

Incentive Structures: Work with HR to integrate ESG metrics into performance evaluations.
Develop compensation structures that reward sustainable business practices.

Sustainability Reporting: Create integrated reports that showcase the link between financial
performance and ESG performance. Develop dashboards for real-time visibility of ESG metrics and
their financial implications.

Continuous Monitoring: Look for changes in regulations and update financial models as required.
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The Impact of ESG Integration

As ESG considerations become increasingly central to business strategy, the role of FP&A in driving
sustainable value creation will only grow. The future of ESG-integrated FP&A will likely see:

® Real-time sustainability impact assessments for all major business decisions.
® Predictive Analytics that forecast ESG risks and opportunities with greater accuracy.

©® |[ntegrated reporting that seamlessly blends financial and non-financial metrics and provides a true
picture of organizational value.

Use Case: Neptuno Pumps focus on ESG Leadership™

Neptuno Pumps, based in the Tarapacé region of Chile, has pioneered a circular economy model in the
pump industry. Given the current scarcity and high value of commodities, Neptuno Pumps recognized
the need to move toward a circular economy that recycles materials, remanufactures equipment, and
mitigates the effects of climate change.

Their solution was to develop advanced manufacturing and remanufacturing processes, incorporating
100% recycled materials from the mining industry into their products. This initiative also included the use
of 100% renewable energy for their operations, significantly reducing their carbon footprint.

The role of FP&A was to ensure their approach to the circular economy initiative was financially viable. Here,
they developed detailed financial models and conducted cost-benefit analyses, directly linking investment
decisions to sustainability targets. Their insights helped align the project’s financial goals with Neptuno
Pumps’ commitment to reducing resource usage and enhancing overall efficiency and sustainability.

As a result of implementing these circular economy practices, Neptuno Pumps was able to:

@ Reduce their carbon footprint by approximately 70% using recycled materials and renewable
energy.

® Decrease waste by remanufacturing and recycling old equipment.

@ Enhance production efficiency and sustainability, contributing to global and local environmental
goals.

® Realize significant cost savings, with a 20% reduction in production costs and a 30% increase in
operational efficiency.

These improvements have positioned Neptuno Pumps as a leader in sustainable manufacturing,
demonstrating the significant benefits of a circular economy model for both profit and the planet.

Conclusion

ESG integration in FP&A is not just a trend but a fundamental shift in how organizations approach financial
planning and decision-making. By embedding sustainability into their processes, FP&A teams can position
themselves not just as financial stewards but as key drivers of sustainable business transformation. The
journey may be challenging, but the rewards, such as risk mitigation, stakeholder trust, and long-term
value creation, are immense.

6 https://issuu.com/sustainia/docs/sustainial00_2016/12e=4517615/36260464

16


https://issuu.com/sustainia/docs/sustainia100_2016/1?e=4517615/36260464

CONCLUSIONS AND FUTURE OUTLOOK FOR FP&A

FP&A must be at the forefront of leading organizational transformation and challenging the status quo.
Agile decision-making is essential in these times of uncertainty. No other function is better placed to do
this. Yet, it requires leadership skills that are typically outside the realm of finance and modern technology
to provide insights on how organizational performance can be improved.

This paper provides a roadmap of what FP&A teams need to become if they are to succeed in 2025 and
beyond. By being the champion for:

1. Integrated FP&A where plans and processes act as one continuous, organizational-wide activity.

2. Data-Driven Mastery where driver-based models form the foundation of forecasts and all
management scenarios.

3. Transformative FP&A Business Partnering where FP&A has the time to collaborate with the
business and can add real value.

4. Al Empowerment that improves forecast accuracy and enhances productivity in decision-making.

5. ESG Integration where environmental, social, and governance factors are fully integrated into the
core of strategic decision-making.

As we have covered, there will be challenges along the way, but they must be overcome if FP&A teams are
to become the strategic business partners that organizations so desperately need.
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