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Introduction

The global business environment has expe-
rienced significant changes in the past five
years, following the scandals that rocked
the corporate world in the USA, starting
with Enron. Enron was a wake-up call for
regulators, resulting in increased compli-
ance requirements that have affected com-
panies all over the world. These corporate
scandals also changed public opinion to-
wards the corporate world, at least tempo-
rarily. As a result, there is a need for in-
creased transparency in the reporting pro-
duced by companies for various stake-
holders.

In recent years, the role of the Board and
top management has also been under re-
view in many parts of the world. This has
resulted in formal regulations and best
practice recommendations around good
corporate governance. Such regulations
and recommendations put further pres-
sure on Board members, especially non-
executive directors, to become more in-
formed about company operations and the
business environment in general.

Shareholders have over the years also be-
come more demanding and focused on
market value. This puts pressure on com-
panies to understand how business creates

value and to perform. Increasingly vola-
tile and relentless markets, combined with
investors who expect access to real-time
data, forces companies to produce infor-
mation more effectively.

Globalization is continuing to change how
we do business. To be competitive com-
panies are looking for a cheaper work-
force abroad and moving operations clos-
er to the customers. While this may im-
prove shareholder returns, the increased
risks also call for decision makers who
are better informed. Differences in report-
ing standards, business cultures and eth-
ics around the world could have damag-
ing effects for companies who do not un-
derstand, or effectively manage, the risks
related to international business. The need
for efficient internal control and reporting
systems has never been greater.

These are just some of the changes compa-
nies all over the world have faced in recent
years and they have also had an effect on
Finnish companies. How do these changes
affect the top management, and especial-
ly the CFO, in today’s Finnish companies?
To find an answer to this question, Ernst
& Young and Interpersona conducted a
survey among the largest Finnish compa-

nies. The purpose of this survey was to un-
derstand whether the role of the CFO has
changed and, if so, which are the key tasks
of the CFO today. Further we wanted to
know whether the key individuals in the fi-
nance function have the competencies and
skills required to meet the demands placed
on them today.

When making this survey, our assumption
was that the role of the CFO and the fi-
nance function in Finnish companies has
changed over the past five years. Tradi-
tionally the finance function has been a
support function to the top management.
Its main responsibility was to monitor the
company’s result and provide financial re-
ports to external users and top manage-
ment. The results of our survey clearly in-
dicate that the role of the CFO is changing
as a result of the significant changes in the

business environment.

This report summarizes our key find-
ings from the survey. We sent the survey
to both CFOs and CEOs of the 500 larg-
est companies and both groups were fair-
ly represented among the 147 respondents.
We have commented in the report on sig-
nificant differences in the responses given
by the CEOs and CFOs.
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Key survey findings

The role
of the CFO

The results of the survey confirm our
key assumption that the CFO’s role has
changed. Almost 90% of the respond-
ents believe that the role of the CFO has
changed slightly or significantly in the last
five years.

When asking the respondents to name the
three factors that have most contributed to
the changing role of the CFO, the results
were less distinct.
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Based on the survey there are five factors
that have had an equal impact on the role
of the CFO, two external and three inter-
nal. The two external factors are the in-
creasing corporate governance obligations
and compliance requirements (e.g. Sar-
banes-Oxley). The respondents represent-
ing SEC registered companies unsurpris-
ingly emphasized the increasing compli-
ance requirements as the factor that has
most changed the role of their CFOs.

Increasing expectations from Boards and
Audit Committees was one of the three
most important internal factors. The in-
creasing demands from the Board and its
sub-committees are also a result of the

new corporate governance obligations. To
be effective Board members need to have
a better understanding than before of fi-
nancial matters, controls and risks. The
CFO has an important role in educating
and supporting the Board in this respect.
Another internal factor is the increase in
responsibilities within the organization.
CFOs have often had to take responsibili-
ty for other critical support functions that
have not been directly represented in the
executive team, such as human resourc-
es, I'T, investor relations, risk management
and tax. The third important internal fac-
tor is the effect globalization has on Finn-
ish companies that continue to expand
their activities internationally.

Which factors have most contributed to the changing role of the CFO?

18% I
15% |
14%
14% I
14% I

10% |
8% .
5% I

2% |

Globalization

Changes in technology

Other

Increasing Corporate Governance obligations
Increasing expectations from Board and Audit Committee

Increasing compliance requirements (e.g. SOX)

Increasing responsibilities within the organisation (e.g. HR, IT)

Increasing pressure from investors

Increasing risks and penalties from mistakes and violations
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The role of the CFO today

The CFO’s role is evolving, which is evi-
dent from the results. Traditionally the
CFO’s role has been that of a scorekeeper
who provides stakeholders with detailed
and efficient financial information based
on historic performance. While this con-
tinues to be a key role for the CFO, the re-
spondents believe that the CFO today also
has a more forward-looking role.

The CFO has always been a commentator,
someone who provides both internal and
external stakeholders with robust analysis
and information. However, the stakehold-
er group has been expanding and they are
becoming more demanding. In the past
the CFO focused on analyzing the finan-
cials and producing financial forecasts. To-

day the respondents see the CFO as a pro-
vider of metrics and measurements to help
the executive team manage and improve
the company’s performance. Respondents
also believe a key role is to provide infor-
mation and analysis to support Board de-
cisions. The CFO needs to provide infor-
mation to the Board on performance, op-
portunity and risks to help them evaluate
critical strategic decisions.

Respondents also believe that the CFO
has an important role as a custodian who
develops and implements internal control
systems and risk management. The CFO
has always been responsible for ensuring
good financial controls. However, the role
is expanding due to an increased focus on
internal controls and risk, both among in-
ternal and external stakeholders.

Which statements best describe the current role of the CFO in your company?

26% I A strategic partner for the CEO and Board
25% I A provider of detailed and efficient financial information
18% NN A provider of information and analysis to support Board decisions
15% N A developer and implementer of internal control
systems and risk management

14% N A provider of metrics and measurement for managing performance

2% W Other

Finally, the survey indicates that the
CFO’s most important role today is to be
a business partner, a strategic partner to
the CEO and the Board. The survey re-
sults reflect a clear change in the CFO’s

status. The CFO used to work mainly with
the CEO and support the strategy process.
Today the CFO has direct exposure to the
Board and the Audit Committee and has a
broader involvement in the strategy proc-
ess.

There was a clear difference in how the
CEOs and CFOs participating in this
survey viewed the CFO’s role today. The
CEOs emphasized the more traditional
role of scorekeeper, while the CFOs con-
sidered the business partner role to be the
most important.
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The most important
tasks of the CFO today

When asked to select the three most impor-
tant tasks for CFOs today, a majority of
the respondents selected financial report-
ing, developing financial control systems
and participating in strategy development.
These results also clearly support our as-
sumption that the CFO’s role has shifted
from that of scorekeeper to someone who
is more actively involved in managing per-
formance and risks and setting strategic
direction. However, the CEOs and CFOs
participating in the survey clearly had dif-
ferent views on which task is the most im-
portant. While the CFOs want to move to-
wards a more business-oriented role, the
CEOs continue to emphasize the tradi-
tional tasks of monitoring and reporting
the company’s results.

As head of the finance function, the CFO’s
role is clearly to develop and improve fi-
nancial control systems and reporting.
However, given the debate around Sar-
banes-Oxley and other similar compliance
requirements, we expected a higher em-
phasis on the task of improving the inter-
nal control system. If this task is not the
responsibility of the CFO, then who is re-
sponsible? The respondents from SEC reg-
istered companies selected improving in-
ternal control systems as the fourth most
important task of the CFO.

We were surprised to see the low priority
given to the task of providing information
to investors. A further analysis shows that
the respondents representing listed com-
panies selected this as the fifth most im-
portant task while it came very low on the

non-listed companies’ ranking. This could

Which three tasks are most important for the CFO currently?

Commentator Scorekeeper

Custodian

Business partner

Il CEO
[ Jei=0)
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Monitoring and reporting the company’s results

Monitoring and compliance
with external regulators

Tax and transfer pricing

Providing reports to the Board
and Audit Committee

Information to investors
Treasury
Improving efficiency of capital

Developing and improving financial control
systems and reporting

Improving the internal control system
Risk management
Participating in strategy development

Mergers & acquisitions

change in the future as private equity in-
vestors take a more active interest in the
companies they invest in.

With transaction activities on the increase,
we also expected to see mergers & acqui-
sitions higher up on the list of the CFO’s
tasks. However, such transactions are one-
off situations and while the CFO most
likely would get involved, this is not con-
sidered one of the three most important
tasks.

The survey clearly indicates that the CFO’s
status has changed, and with that, the tasks
and expectations. However, the differenc-
es in the responses from CEOs and CFOs
also indicate that there may be a need for
dialogue between the CEOs and CFOs on
role and expectations.

The CFOs believe that their most
important task is to participate
in strategy development, while
the CEOs consider monitoring
and reporting the company’s
result to be the CFO’s most
important task.



The CFO’s
time management

We also asked which tasks the CFO cur-
rently spends most time on and compared

the answers given by the CFOs to their
own ranking of the most important tasks.
While the CFOs believe that participat-
ing in strategy development is their most
important task currently, they still spend
most time today on monitoring and re-
porting the company’s results.

The results also indicate that the CFOs cur-
rently spend a significant amount of time
on providing information to the Board
and Audit Committee. As Audit Commit-
tees are establishing themselves and Board
members are taking a more active interest
in all aspects of the business, the CFO and
the finance function are struggling to meet
all the new requests for information.

Which three tasks does the CFO currently spend most time on?

Scorekeeper

Commentator

—
2.

Custodian

1.

Business partner

Il Most time spent on
M Most important task

1._ Monitoring and reporting the company’s results
3.

B Monitoring and compliance
B ith external regulators

' Tax and transfer pricing

I  Providing reports to the Board

and Audit Committee

‘ Information to investors

. Treasury
- Improving efficiency of capital

Developing and improving financial
control systems and reporting

- Improving the internal control system
- Risk management

3. I Farticipating in strategy development

- Mergers & acquisitions
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The future of the CFO

The CFO’s role will continue to evolve to-
wards a more business-oriented role. The
factors that already in the past five years
have contributed to a change in the CFO’s
role will continue to have an impact. The
CFO’s role itself has become more com-
plex, with many stakeholders and some
new, but not yet clearly defined relation-
ships and responsibilities. The CFO’s role
has become central to the business. Thus
the next time the corporate world faces
major new developments or a new crisis,
the CFO is likely to be affected.

Respondents believe that the new corpo-

rate governance obligations will contin-
ue to impact the CFO’s role in the future.
These requirements increase the pressure
on Board members to contribute with their
experience and expertise to the Board’s
work and to proactively support and guide
executive management. To do so, they will
need better knowledge and information.

Following the SEC’s lead, other regulators
are likely to increase compliance require-
ments. This will require more focus on im-
proving internal control systems. The re-
spondents representing non-listed compa-
nies agree with those from listed companies
that increasing compliance requirements
will affect the CFO’s role in the future.

Which factors will in the future most contribute to the changing role of the CFO?

Bl Will in the future contribute most
Il Has in the past contributed most
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Other

Increasing Corporate Governance obligations

Increasing responsibilities within the organisation
(eg. HR, IT)

Increasing complaince requirements (eg. SOX)
Globalization

Changes in technology

Increasing pressures from investors

Increasing risks and penalties from
mistakes and violations

Respondents also believe that the pressure
from investors will increase, requiring the
CFOs and the finance functions to provide
more timely and relevant information. The
respondents from SEC registered compa-
nies listed increasing pressure from inves-
tors as the second most important factor
that will affect the CFO’s role in the fu-
ture.

The internal reorganizations that have
contributed to the change of the CFO’s
role may to a large extent already have tak-
en place. However, globalization will con-
tinue to drive companies to expand their
activities abroad and this will also create
new challenges for CFOs in the future.

Increasing expectations from Board and Audit Committee
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Competences

of key individuals In
the finance function

The respondents were asked to rate the
competencies of key individuals in the fi-
nance function. In this section we will an-
alyze these competencies in relation to the
four key roles of the CFO presented ear-
lier: scorekeeper, commentator, custodian
and business partner.

Scorekeeper

As scorekeeper the CFO and the finance
function is responsible for ensuring accu-
rate and efficient reporting to all stake-
holders. This is the traditional role of the
CFO and the survey results also indicate
that this is the strength of the finance func-
tion (76% good or very good). However,
20% of the respondents assessed their fi-
nance function’s skills in preparing time-
ly and reliable financial reporting as “sat-
isfactory”. Is this level of competence ade-
quate, considering that this is, and will re-
main, one of the core tasks of the finance
function?

The role of scorekeeper also requires thor-
ough and up-to-date knowledge of chang-
es in laws and regulations. A majority of
the respondents (74%) also believe their
finance function is good or very good at
managing changes caused by laws and reg-
ulations.

12 + CFO Survey 2007

The survey shows that the key individuals
in the finance function are effective score-
keepers and guardians of financial integri-
ty. This may also continue to save us from
major corporate scandals, such as those
seen in the USA.

Commentator

The role of commentator is not new. The
CFO and the finance function have always
provided analysis and information to vari-
ous stakeholders. But the role has changed
as new stakeholders emerge and the expec-
tations of both internal and external stake-
holders change.

More than half of the respondents (57%)
believe that the finance function is good or
very good at producing relevant and an-
alytical information to support decision-
making. There is a significant difference
in the responses given by the CFOs and
CEOs. While 64% of the CFOs rate their
finance function as good or very good in
providing relevant and analytical informa-
tion, the CEOs, who are on the receiving
end of such information, are much more
critical. Only 47% of the CEOs believe
that the finance function is good or very
good in this respect and 8% of the CEOs

rated the finance function’s performance
as unsatisfactory or very unsatisfacto-
ry. As the finance function is considered a
good scorekeeper, this is not a question of
the reliability of the data. Decision makers
may on the other hand get too much infor-
mation, making it difficult to separate the
relevant and necessary data from the rest.

Respondents expect investors to become
more demanding. They want better infor-
mation, on a more timely basis, to help
them evaluate holdings or planned invest-
ments. They want information that helps
them analyze future prospects and risks
to support investment decisions. This re-
sults in fundamental changes in the type
and extent of reporting required by inves-
tors. Investors, as well as the public in gen-
eral, want companies to be more transpar-
ent about the way they do business. The
CFO has an important role in developing
the information provided by the company
so that it meets all these new demands.

Modern technology provides great oppor-
tunities, but also raises expectations. Users
want to find relevant and reliable data on-
line, at any time. We also asked respond-
ents to rate how effectively the finance
function used technology.



How do you rate the competencies of key individuals in the finance function?

Preparation of timely
and reliable financial 7% 20% 2% 1%,
reporting

Scorekeeper

Managing changes
caused by laws and 74% 24% 1% 1%
regulations

Producing relevant and
analytical information that 57% 36% 6% 1%
support decision making

Understanding Board
and Audit Committee 68% 25% 4% 3%
expectations

Commentator

Effective treasury

management 65% 22% 2% 11%

Developing and
implementing internal 49% 42% 8% 1%
control systems

Understanding risks
related to the business 66% 28% 4% 1%

Custodian

Understanding
risks related to

. . . 45% 40% 5% 10%
international operations

Active participation in
strategy development 47% 39% 12% 2%

Understanding factors
that impact shareholder
value

8% 7%

Holistic understanding
of the business and 5% 1%
business environment

Business partner

Adding value in connection
with mergers & acquisitions

W Very good orgood [ Satisfactory Ml Unsatisfactory or very unsatisfactory [l Not applicable
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How effective are the key
individuals in the finance function
in the use of technology?

Very good or good

Satisfactory

Unsatisfactory
or very unsatisfactory

Not applicable
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In this case too, the CFOs rated the fi-
nance function’s skills more favorably than
the CEOs. While 61% of the CFOs believe
the finance function is good or very good
at using technology effectively, this view
was only shared by 49% of the CEOs.

Following the new corporate governance
obligations, Boards and Audit Commit-
tees have also become more demanding
in requesting information about various
aspects of the business and business en-
vironment. Non-executive directors es-
pecially need analytical information that
helps them understand the business and its
risks better. The respondents’ assessment
is that the key individuals in the finance
function are good or very good (68%) at
understanding the expectations of the

Board and Audit Committee. The CEOs’
responses were even more favorable than
those of the CFOs. It would be interest-
ing to know if the Board and Audit Com-
mittee members agree.

The CFO’s responsibility normally in-
cludes treasury operations, although in
larger companies the operative tasks are
generally performed by a subordinate. The
CFO’s role is thus more that of a commen-
tator, who provides the information neces-
sary for decision-making. Of the respond-
ents, 65% believe that their finance func-
tion is good or very good at effective treas-
ury management. Treasury was not ranked
very high on the list of important tasks
and the assessment indicates that this area
is generally under control.




Custodian

An increasingly important role for the
CFO is that of a custodian, i.e. develop-
er and implementer of control systems,
frameworks and guidelines. Given the in-
creased focus on internal control systems,
following the Sarbanes-Oxley Act in the
USA, we asked respondents to rate the fi-
nance function’s competencies in develop-
ing and implementing internal control sys-
tems. However, only 49% of the respond-
ents assess their finance function as good
or very good in this respect and 8% even
selected unsatisfactory or very unsatis-
factory. The SEC companies were, per-
haps unsurprisingly, more favorable (60%
good or very good). This reflects all the ex-
tra work done by these companies on im-
proving, documenting and reviewing their
internal control systems over the past few
years. The survey shows that internal con-
trol systems are not very high on the list
of important tasks, nor is the finance func-
tion good at developing and implement-
ing internal controls. Is this perhaps one
of those many tasks that by default fall
on the finance function, but one responsi-
bility that the finance function is not very
keen to take on?

When it comes to risk management, the
finance function has an important role in
developing risk management frameworks
and guidelines, but also in providing de-
cision makers with information about the
risks involved in the business. Risk man-
agement was ranked the sixth most im-
portant task for the CFO. 66% of the re-
spondents assess the finance function’s

understanding of the risks related to the
business as good or very good. However,
the CFOs were much more critical than
the CEOs in this respect (58% and 78%, re-
spectively, selected good or very good).

When asked to assess the finance func-
tion’s understanding of risks related to in-
ternational operations, only 45% selected
good or very good. This is a concern, giv-
en that 77% of the respondents stated that
they have international operations. Statu-
tory reporting standards differ from coun-
try to country, but more importantly, so
do business culture and ethics. It is criti-
cal for the finance function to understand

How active are the key individuals
in the finance function in
promoting an ethical culture?

Very good or good

Satisfactory

Unsatisfactory
or very unsatisfactory

Not applicable

the risks related to these differences as they
produce consolidated information for var-
ious stakeholders.

As the guardian of financial integrity, the
CFO needs to proactively promote an eth-
ical culture throughout the organization.
The majority of the respondents (60%)
believe the key individuals in the finance
function are good or very good at promot-
ing an ethical culture. Developing con-
sistent principles and processes for the fi-
nance function is also more critical when
the business is expanding abroad, howev-
er, only 34% rate their company as good or
very good in this respect.

Does the finance function
follow consistent principles
and processes globally?

Very good or good

Satisfactory
Unsatisfactory
or very unsatisfactory

Not applicable
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Business partner

The role that the CFOs themselves are in-
creasingly emphasizing is that of a busi-
ness partner, i.e. someone who works with
the CEO and Board to deliver company
performance.

Although the CFOs believe that participat-
ing in strategy development is their most
important task, they do not assess their
skills in this area very highly. Only 47%
of all the respondents believe the finance
function is good or very good at active-
ly participating in strategy development.
More worryingly, 12% assess their finance
functions’ skills as unsatisfactory or very
unsatisfactory. The CFOs were themselves
somewhat more critical than the CEOs.
There are clear needs for improvement if
the CFOs and the finance function wish to

have a more active role in strategy develop-
ment in the future.

Company performance drives sharehold-
er value. When asked to assess the finance
function’s understanding of factors that
impact shareholder value, 58% of the re-
spondents selected good or very good and
8% unsatisfactory or very unsatisfactory.
Again, the CFOs were much more critical
than the CEOs about the skills of the key
individuals in their finance function.

To become a true business partner to the
CEO and the Board and participate in
strategy development, the CFO and the
key individuals in the finance function
need to have a good holistic understand-

ing of the business and the business envi-

ronment. Such in-depth insight will also
help the finance function produce more
relevant analytical information. However,
when asked to evaluate these business-re-
lated skills, only 53% of the respondents se-
lected good or very good, while 5% select-
ed unsatisfactory or very unsatisfactory.

Finally we asked respondents to assess
how well the finance function added val-
ue in connection with mergers & acquisi-
tions. Many respondents (16%) stated that
this question was not applicable to their
finance function, maybe due to the lack
of M&A transactions. Only 42% selected
good or very good, while 8% selected un-
satisfactory or very unsatisfactory.

What is the availability of good
candidates for key positions
in the finance function?

Very good or good

Satisfactory

Unsatisfactory
or very unsatisfactory

Not applicable



Developing the finance function

The role of the CFO is changing from that
of scorekeeper towards business partner,
which has an effect on the whole finance
function. The new tasks and responsibili-
ties require competencies that companies
probably were not looking for in the past,
when hiring CFOs and other key individ-
uals for the finance function. Understand-
ing numbers is still key, but it is not enough
for today’s CFO.

Based on the survey the key individuals in
the finance function have clear develop-
ment needs. They need to understand and
manage risks better, especially those relat-
ed to international operations. They also
need to have a better understanding of the
business as a whole, how to improve per-
formance, how to generate value for the
shareholders and how to add value in con-
nection with mergers & acquisitions. A
better insight into the business and busi-
ness environment will help the CFO and
the finance function add more value in the

How do you rate the people
management skills of key
individuals in the finance function?

Very good or good

Satisfactory

Unsatisfactory
or very unsatisfactory

Not applicable

strategy development process.

Respondents were also asked for their
views on the availability of good candi-
dates for key positions in the finance func-
tion in the future. A majority of the re-
spondents believe that the availability is
very good, good or satisfactory. The CEOs
are more optimistic than the CFOs in this
respect. Only 15% of the respondents be-
lieve that the availability of good candi-
dates is unsatisfactory or very unsatisfac-
tory. The results were more optimistic than
we expected. Have the respondents consid-
ered that a successful CFO today needs a
variety of skills and competencies? How
much weight is given to the right experi-
ence? Should some international experi-
ence, or at least a global mindset, be a pre-
requisite for today’s large multinationals?

In addition to the four roles discussed
above, the CFO also has an important
leadership role as the head of the finance

Do training and development
programs for finance function
meet current needs?

Very good or good

Satisfactory

Unsatisfactory
or very unsatisfactory
Not applicable

function as well as other functions placed
under his or her responsibility. Given the
complexity of the CFO’s role today he or
she cannot be an expert in all areas. The
CFO has to create great teams and lead
through them. However, when asked to
assess the people management skills of
the key individuals in the finance func-
tion, only 48% selected good or very good,
while 7% selected unsatisfactory or very
unsatisfactory.

Almost half of the respondents (47%)
believe that the training and develop-
ment programs for the finance function
are good or very good at meeting current
needs. However, significant improvements
are needed, at least for those 8% that were
unsatisfied with their programs.

About half of the respondents (49%) also
believe the finance function’s resources are

allocated effectively, while 44% are satis-
fied with the allocation and 7% unsatisfied.

Are the finance function’s
resources allocated effectively?

Very good or good

Satisfactory

Unsatisfactory
or very unsatisfactory

Not applicable
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Conclusion

Does the survey have

a clear message for CFOs?
We believe it does.

The survey confirms that

the CFO’s world has changed
and is gradually becoming
significantly more complex.
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This is the result of a variety of factors
and events. At the same time, the role and
status of the CFO within the organization
has changed as the CFO has become more
directly involved in the business. This in it-
self is probably not big news to the CFOs.
Over the years they have themselves felt
that they are being pulled in many differ-
ent directions. They and their teams have
become much more stretched. However,
most CFOs have probably been too busy
even to stop and think about why they feel
they are under so much more pressure and
what they can, and should, do about it.

Traditionally the CFO had a clear report-
ing line to the CEO with clearly defined re-
sponsibilities, aimed at producing reliable
financial reporting. Today the world of the

CFO is far more complex.

This added complexity is to a large extent
caused by a number of new stakeholders,
whose needs and requests have to be sat-
isfied. The circle of stakeholders has ex-
panded beyond the traditional to include
non-market groups such as environmen-
tal and human rights activists as well as
society at large. At the same time, the ex-
pectations of the pre-existing stakehold-
ers have increased and often carry more
weight than before. Companies have often
not clearly defined what the role and obli-
gations of the CFO are in respect of these
new stakeholders. Nor has the information
production process been coordinated in-
ternally to ensure information is efficiently
processed, stored and reported.
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As the pressure from both internal and ex-
ternal stakeholders on the CFO grows, the
CFO is becoming a provider of informa-

tion services. Although the “customer” in
theory is always right, there is a risk that
the finance function cannot see the wood
for the trees, should they blindly try to
fulfill all information requests. The CFO
therefore needs to be proactive in gener-
ating relevant data and, when necessary,
to educate the stakeholders in using the
data.

The challenge for the CFO will be to deal
with the added complexity, and at the
same time develop themselves and their
teams to be successful in the changing
world they live in. To do so, they need to
find the time to stop and critically review
their own and their finance function’s ac-
tivities. The survey group believes that the
following course of action is necessary to
allow the CFO to move towards becoming
a true business partner:

The CFO needs to seek clarity over
the role with the CEO. Based on the
survey the CFOs and CEOs have different
views on the role and main responsibilities
of the CFO.

The CFO needs to be a leader, not a
functional expert, who ensures he or she
has the right team in place to manage the

finance function in a more complex world.
In order to lead the finance function effec-
tively and drive through the changes that
are needed to align the function with to-
day’s reality, the CFO and his top team
need good people management skills. The
survey suggests that there is clear room
for improvement in this respect. The sur-
vey also indicates that the competencies
of the key individuals in the finance func-
tion are inadequate for the effective man-
agement of the new functional responsi-
bilities. This is especially true for the new
more business-oriented roles and respon-
sibilities.

The CFO needs to prioritize tasks
and focus on the essential. The in-
creased responsibilities and increasing ex-
pectations from both internal and exter-
nal stakeholders have stretched the capac-
ity of the CFO and the finance function.
The CFO needs to manage the expecta-
tions of the various stakeholders proac-
tively. At the same time, the CFO needs
to review the activities within the func-
tion critically and decide what is core and
needs to be managed in-house and which
non-core activities could be discontinued
or outsourced.

The CFO needs to use technology
to deliver on the expectations ef-
fectively. Successful use of technology

reduces the amount of repetitive, routine
work and allows the CFO to reallocate re-
sources to more value-generating activi-
ties. The survey shows that there is room
for improvement both in the use of tech-
nology and in resource allocation. Better
exploitation of technology must be com-
bined with a careful analysis and redesign
of the processes and organization within
the finance function.

The CFO needs to have the courage
to stop information “waste”. While
trying to meet new information requests,
the finance function should critically re-
view the information already produced.
Business critical analysis and information
should be separated from “nice-to-know”
information, or information that is never
even looked at. The production of infor-
mation should be focused on relevant in-
formation that will support various stake-
holders in their decision-making.

These actions will ensure the effective op-
eration of the finance function and the fi-
nance teams. More importantly, they will
allow the CFO to focus on business-related
issues, to gain better insight into the busi-
ness as a whole, to gain an understanding
of issues affecting shareholder value, and
to become a true business partner to the
CEO and the Board.
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Appendix
Survey Methodology
and Demographics

The role of the CFO in Finnish companies
was determined through a web survey con-
ducted by Ernst & Young and Interpersona
in December 2006 and January 2007. The
survey was sent to the CEOs and CFOs of
the 500 largest Finnish companies.
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