Is the Accounts Department Dead?
Traditionally Accounts Departments have tended to be stand alone departments and a bit of a mystery to the rest of the Organisation, data goes in and magically a set of numbers which are hotly disputed are churned out every month.

Cheques are held up. Suppliers don’t get paid and Customers get upset because someone had the temerity to ask for payment on the due date.

Recognise any of this? If so your organization may well be suffering from surfeit of functionality which could kill your business

Traditional organizational charts have the functional basis of design, with Sales, Operations, Human Resource, /Logistics and Accounts all having their own reporting structures, usually in pyramids with defined levels of responsibility, a design not changed much from Roman times when legions were many and strict command and control disciplines had to be in place across various national boundaries and cultures.

Todays multi talented organization has seen the growth of the T manager and traditional supportive functional departments have become obsolete as departments in themselves but have taken on a much more supportive role and have had direct influence on the business drivers.

The T Manager not only has the job of Managing the business process for which he is directly responsible, but also has to have a working knowledge of  other non core  (to him functions.)

Hence a T manager may be described pictorially thus 
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Lets call this an approach based on the Business Process rather than the functionality of traditional departmental approaches, and hence there is a focus on transactions rather than functions

A lot of this transactional approach has been driven by customer focus and by logistics management.

The requirements of Real time processed data and the necessary Information systems to back up Customer Service levels has led to a much more empathic approach to traditional accounting.

If we look at this approach as a Partnership of the key functional roles, the Operational management of the business can be re assessed.

The Accountancy part of the Partnership can help assess the relevant activities with a view to increasing efficiencies ( usually linked with IT)
Accounting and Finance can pioneer this multi functional approach
The use of IT to and especially ERP type systems means that data entry is driven by the very people who are at the cutting edge of the business operations and what once was traditionally thought of as the realm of the Accounts department has been superseded by the use of IT and better quality human resource that can effectively use IT to supplant some of the more esoteric accounting tasks e.g, invoicing or posting direct to Nominal ledgers.

Today’s Businesses employ IT and Human Resource in Tandem to capture real time data and as a consequence of the Information System this data can be automatically collated and dissected by any decent business processing software currently on the market. 

This effectively can mean the death knell for traditional batch processing or indeed dedicated purchase ledger clerks, and decent Purchase ordering systems can easily work out and post accruals.

At it’s very basic level, the need for such Accounts functionality is fast becoming redundant, there is a growing recognition and acceptance that the more mundane accounting processes can be done at the sharp end of the business process ( although it is probably true to say that the relevant operatives don’t realize they are performing accounting functions)
This approach can certainly work in the SME where traditional flat reporting structures and speed of decision making have become embedded in to the psyche of the business.

Even in the larger organizations, managing the Strategy of Information systems has almost become a by word for eliminating the human resources due to the heavy commitment on capital spend, depreciation has replace wage costs as an area fro budgetary analysis when considering the data management needs of a business

Do we still need Finance Departments?
Someone has to deal with payment and receipt of cash, the function is more treasury management rather than data input, that is probably the most basic function that cannot be outsourced through other parts of the business operations, so a Cashier function is probably the only processing Agent required.
We know come to the perception of the Accounting function in today’s business and the relevance of it’s output

Firstly, the role of Analysis; dependant on the size of business and the amount of data and informational requirements, the role of the Accounts/ Finance  Department is much more analytical, time and resources can be spent on relevant and timely, not to mention reliable and accurate information production.

Secondly, Risk, the analytical approach to above can lead to a series of measures to counteract the exposure to risk, especially Internal Risk through the implementation of Internal Control and the investigation of budgetary variances.

So how did the Accounts Function evolve into something more akin to Internal Audit?

Information Technology has certainly eradicated the need for number crunching, even legacy systems still  have their use as they were developed on the back of batch data processing, sometimes going back to decades where this was the only IT function thought necessary.

A number of important factors have dictated the pace of evolution of the Accounts Department, least of which are

Capabilities of technology

Applications of these capabilities

Skills and abilities within organizations to use these applications

Pressure to reduce headcounts

This is not the complete list, the point is that there are commercial rather than technical reasons why accounts functions have changed

Some information systems are totally automated, some are fragmented, it all depends on the IT strategy employed.

The move to e commerce has driven improvements to accounting out of necessity for smoothing the business process, and IT  led Accounting systems have evolved through the various stages of Operational processing to key systemized forecasting and demand management.

Different applications have been designed to support the business process and the stage of the business cycle

Traditional Accounting Departments go through various stages of life, and these stages are applicable  whatever the size of business.

1 Data Entry, basic input of data for recording transactions

2 Dissemination, broadcasting to the relevant business unit the results of the data          entry

3 Control , continuously monitoring the results against expectations and assessing the outcome

4 Integration, using the outcomes to forecast future performance levels

5 Planning, using better information to plan strategically  and more longer term
If you add to this the use of computer predictive modeling, you can see that the evolution of an Accounts department starts with data entry and is gradually ( or in some cases brutally) moved towards Planning and Controlling by the needs of the Business

This model may be simplistic but it underlines the fact that traditional Accounts functions are still being perceived as at Stage 1 when in fact they may be at later stages in their life cycle.

By supporting the T manager with timely, accurate and relevant information the benefits of the Support functionality will accrue from the Quality of the Delivery itself, the ability to generate a communications culture across departments and consequently a shift from functionality to transaction based reporting

Take this to a logical conclusion, then costing systems can be adapted , not just along business processes or indeed product costing levels, but , dependant on how the business re organizes itself, along Customer Costing levels, i.e working out the rue cost of servicing the customers and analyzing Sales  data in a much more meaningful way.
Most Accounting systems, with reasonable FD’s will work out the need for user support services, the more proactive accounting environments will assist rather than hinder the T manager to achieve his goals, there is much more integration using the Data based approach rather than separate users creating their own information requirements via spreadsheets or non standard reports

The accounts function in most developed organizations therefore has become much more effective at communication and presenting information to provide relevant information to the T Manager.

The use of the evolution to the highest stage of development, i.e the strategic level can change the nature and conduct of business and improve competitiveness, and the management of IT networks  within the business will enable users to relate the individual operational units to the business strategy much more quickly.

Where Accounts functions have their uses nowadays are in three areas

External not internal focus, looking at customers, competitors, suppliers or even other industries, foe example getting accounting and billing information direct from those customers who have taken product  

Adding Value, not cost reduction, ensuring business processes can do it better rather than cheaper ( although that may be a by product), co ordinating inventory supply and customer demand

Sharing Benefits, using the vast array of information and translating it into user friendly reports 

These uses imply a different attitude to the Accounting Function ( I am trying not to use this phrase here) from that displayed in the first parargraph.

FDs and Accounts Departments still have their place, and maybe a re branding of the role may be in order, but whatever we call it, the role has evolved into something that goes to the heart of every organization and the constant supply of data is it’s life blood

The Accounts Department is dead! Long live the Accounts Department! 
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