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Every crisis has its opportunities and risks, its
winners and losers. Controllers have the po-
tential to be among the winners by using the
crisis to further consolidate their role within the
company. This was the case during the finan-
cial and economic crisis just over a decade
ago, and it applies again now. To put it bluntly:
if you can‘t be seen as a worthy business
partner for management in a situation like
this, then you never will!

Why is that? Because controllers‘ core com-
petencies really come into play during a crisis:
* In their reporting, they give a prompt assess-

ment of how the crisis is impacting profit and

ONTROLLER
7M\\\¢W

cash flow and also identify the wider implica-
tions, including critical trends.

* Through effective cash management, they en-
sure that the company has sufficient liquidity.

* With their in-depth knowledge of cost struc-
tures, they pinpoint potential savings and
identify which investments can most easily
be put on the back burner.

* Last but not least: they keep management
focused on the essentials!

What's more, while most people have other
things to think about in stressful times like
these, a crisis is actually an opportunity to
strengthen existing tools, for example to stop
them being used merely as alibis for precon-
ceived ideas. It also provides a chance to intro-
duce new methods, such as systematic cash

management or simulations. In all these ways,
the controller can be a valuable adviser to
management during the crisis and — vitally — a
key member of the crisis response team.

But controllers can get things badly wrong too:
in a situation like the present, continuing to de-
vote a lot of time and energy to comparing ac-
tual figures with outdated forecasts will make
it difficult to step up to the plate as an effective
business partner. When you hit the choppy
waters of a crisis, the first thing to do is put
aside old projections and forecasts and take
each day as it comes, using the most up-to-
date data to steer the business. It also usually
makes sense to review, and where necessary
drastically reduce, the granularity of reports
and forecasts.



Another very important point from our per-
spective is that controllers should not only be
looking at negative developments and prob-
lems but also identifying crisis-related oppor-
tunities and ensuring that steps are taken to
harness those opportunities. The good news is
that this does appear to be happening. Around
half of the controllers and CFOs polled for the
latest WHU Controller Panel survey on the
coronavirus crisis see the current situation as
opening up opportunities for their company.

So in all these ways, controllers can use the
current circumstances to further enhance
their status. But it doesn’t have to end there.
The post-corona era will also represent a ma-
jor opportunity for our profession. For ex-
ample, the present situation is likely to make
companies more willing to invest in measures
that will better prepare them for future crises.
Here too, controllers will be in demand! And if
not, they must fight to ensure that crisis pre-
paredness is accorded the priority it de-
serves. A finding from the recent WHU Con-
troller Panel survey encapsulates the argu-
ment: companies with effective crisis man-
agement are both more focused on seizing
opportunities during the crisis and better pre-
pared forthe crisis. This insight was not com-
pletely lost during the long boom years, but it
often failed to receive the attention it merited
on a day-to-day level. In this respect, control-
lers can bring a lot to the party, for example
when it comes to boosting company resil-

ience and recalibrating the balance between
short-term efficiency, flexibility, and digital
transformation.

Resilience requires a fit body, but this
shouldn't be confused with maximizing effi-
ciency or — to use the same image — minimiz-
ing body weight. Rather, what matters is strik-
ing the right balance and ensuring that there is
enough slack to get through a lean period
without recourse to outside assistance. Pro-
duction and supply chains need to develop
parallel structures so that they can cope with
the loss of individual links in the chain, even if
this means sacrificing short-term efficiency. A
company must not find itself dependent on
particular suppliers or production facilities
come what may. But what is all this going to
cost? How much parallel structure and safety
stock can | afford? Once again, controllers
and their analyses have the answer!

Resilience demands not only suitable slack
and structural flexibility in the production and
supply chain but also effective risk manage-
ment. Too often, risk management is pared
down to risk reporting and compliance and
treated as a routine, box-ticking exercise,
which tends to be delegated to risk managers
and receives only limited attention from sen-
ior management. The management of strate-
gic risks, i.e. risks arising directly from the
business model, is frequently neglected, and
preparedness for external shocks like the
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coronavirus and the associated systemic
risks, even more so. Here too, controllers
could contribute a lot through their expertise,
for example by ensuring that scenario anal-
yses and stress tests worthy of the name
are given sufficient priority.

Often, a necessary preliminary step will be to
clear up misconceptions surrounding these
analyses. They are not intended to predict ex-
actly what will happen in the future and
therefore what action will need to be taken.
Nor are they about supporting an upcoming
business decision by providing additional in-
put on best and worst case scenarios. Rath-
er, the aim of the exercise is to train people in
how to deal with unlikely circumstances and/
or system interruptions and how to draw up
the necessary emergency plans. Manage-
ment should learn to consciously question
apparently self-evident relationships and not
get caught up in the false sense of security
regularly provided by planning and forecast-
ing. This is no easy task and, even for many
controllers, dealing with such strategic is-
sues may be uncharted territory. However,
there is always an opportunity here for the
controller as a business partner.

One final issue may be worth mentioning. Re-
silience requires slack, production and supply
chain flexibility, early detection, and risk man-
agement, but it is important not to lose sight of
the fact that flexibility in management and in
the interaction between management and
controlling is also essential. This will not suc-
ceed without a culture geared towards trans-
parency, open exchange of information, goal
orientation, individual accountability, and, last
but not least, the power of the better argu-
ment. Without the right culture, any attempt to
boost an organization's long-term flexibility will
ultimately fail. And this is where controllers
need to play their part in crisis prevention, by
exemplifying and promoting a culture that is —
or should be — tailor-made for them. In a firm
but friendly way. Day in, day out. [ |
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