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Introduction
For this purpose, the FD is the same as a CFO, but legally the terms are not interchangeable.

Over the past 10 years, the FD’s role has changed; today, the FD is expected to take a significantly wide role in the commercial decision-making of the business and its strategy formulation and implementation. This has required the FD to have a wider range of skills then the traditional set of accountancy skills. This paper analyses this wider role and the skills needed to fulfil it.

This should be read in conjunction with the wider issue of changes in responsibilities amongst the wider C-suite executive responsibilities.
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Key attributes
Communication skills
The FD needs to apply excellent communication skills in a wide range of different relationship handling roles. These include all levels of the business internally, with the board, the CEO, investors and key operational managers as well as external relationships, such as banks. The FD must be trusted and liked by the business, where managers share problems rather than hide them or find a way around the FD. The FD must take tough decisions which must be understood by the business.
As with all communication, the FD must understand the audience and means with which information is delivered. This may not be a numerical format: it could be tables, graphs or words, as audiences may not be as expert in the numbers.

Finally the FD is a director of the business, so is concerned with direction rather than management, and that means taking decisions.

Leadership
The FD must show leadership, particularly with his own team, which is also of high calibre. The team provides the technical resource for the business (it’s not necessarily expected of the FD personally). The type of leadership that the FD must show is high in emotional intelligence.
Commercial and strategic skills
The FD needs in-depth understanding of the business, its markets, its customers and how it makes wealth, both cash and profit. For this, the FD needs an enquiry and curious mind and a proactive approach to seeking out the necessary experiences that make up these commercial skills. The FD is surprisingly close to customers and knows “how the beans are grown” as well as how to count them.

As a strategic thinker, the FD thinks about the future rather than the past, so planning skills are one of the main technical skills that remains relevant.

Support the CEO
The FD supports the CEO, but at the same time challenges, and acts as financial conscious. Apparently contradictory, the place where the relationship takes place with the CEO is key – challenge and conscious is in private, support in public. Therefore, in public they are “joined at the hip” and “speaking with one voice” whilst in private the FD can and will say no as appropriate.
As the financial conscious, the FD needs to understand risk. Whilst it’s the CEO’s responsibility to take risk (not the FD’s), the FD protects the business against risk by taking appropriate mitigating action. The FD realises that risk is necessary in a business: without it, there’s no opportunity.

Note that the relationship that the FD - CEO is probably the most important one. The FD needs to act up as second in command but not to build a second, rival, power base.

Affinity with the numbers
FD’s are seen as the “moral compass” by which the company navigates its way; this is done with an affinity for the numbers and the ability to interpret them for others. The FD must seize opportunities as they arise and have the courage to plan for growth whilst ensuring that accounting fundamentals are delivered. The FD must be careful not to be tarnished with “the man that says no”.
As a strategic thinker, the future is more important than the past, so the FD must protect the business with contingencies. For this, the FD must understand both profit and cash generation.
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Ineffectiveness
Whilst this can be seen as the opposite of the key attributes (particularly a poor communicator) there are many signs of ineffectiveness that poor FDs can display:

· Supplier issues

· Changes in or issues with personal life or lifestyle

· Working excessive hours or indeed not working enough hours

· Lack of gravitas

· Poor credit management

· Weaknesses in standing up to the CEO or Chair

· Lack of engagement with the executive team

· Lack of support from the CEO or undermining the CEO
· Poor forecasts

· Lack of attention to detail or missed deadlines
· Loss of confidence from key stakeholders, particularly if the team goes behind the FD’s back
· Lack of visibility so not involved in decision-making or sits in an ivory tower or doesn’t engage in contentious debate by challenging performance and budget – communication
· Poor or late financial reports
Background
Some of this may be an internal promotion where the FD has exceeded the level of competence required and cannot be mentored up. Or the FD has come straight from a Top 4 accountancy firm and does not have enough hands-on experience: to be effective, someone that trained with a Top 4 firm needs to move from practice to a commercial role soon after qualifying. Typical themes in the career of successful FD’s include:
· Grasp opportunities, even if projects or jobs are not appealing – it gets you noticed

· If starting in the profession, move out as soon as possible

· Deliberately look for ways to add to your CV

· Quickly build up a variety of experience with different roles, sector and geography

· Push yourself out of your comfort zone into areas perceived to be outside of your capability

· Talk with, watch and learn from others around you – adopt behaviours of impressive people.

· Never stop learning

· Never stop networking – it gets you noticed 

Producing numbers on time
Delays or missed deadlines are an important indicator, as are incomplete or inaccurate reports. Often, this indicates more serious underlying problems and often associated with another negative behaviour, such as late working or the team losing confidence so that it goes behind the FD’s back. This is the opposite of the “lack of affinity with the numbers” and can be signified by the FD not having the answers to questions straight away.

The opposite can also be true. If the FD is too technical with the numbers, they miss the broader picture – they are not close enough to the business and its value drivers so miss what really drives the business forward. To this extent, the FD’s job description is fully inclusive and will include things that the FD has to do whether or not it’s palatable.
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Venture Capital
The FD role PE and VC-owned businesses differs slightly to plc’s in key areas:
· Markedly greater focus on wealth generation – profit and cash

· Equity holders have board representation, so there is a greater involvement of shareholders in the direction of the business. The FD is likely to speak with investors regularly: in plc’s this is the Chairman’s or CEO’s preserve
· The FD has to think more like an owner of the business

· For bigger wins, VC’s take bigger risks with short-term outcomes maximising earnings multiples

· Hands-on delivery emphasis: day-to-day business performance but builds relationships too

· Incentives are different – to think like an owner, the FD should be an owner
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Business performance appraisal for effective FD’s

· See performance accountability not in terms of meeting agreed targets but in terms of relative improvement compared with prior years, peers and benchmarks with hindsight

· If you can’t see the problems with targets, look at the evidence from Enron and Tyco and from within your own organisation. Gaming is rife at every level (the aim is to agree the lowest targets etc). Targets stifle ambition and innovation and don’t stretch or motivate

· Design processes from the outside-in to enable managers to sense-and-respond to customer needs. Abandoning top-down targets will at least enable managers to focus on meeting customers’ needs profitably. Redesigning processes is a bigger job, but this is a first step

· Planning: inclusive & continuous process, not an annual event (use check-plan-aim-act cycle)
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Forecast
· Make rolling forecasts the primary management tool, but consider as two cycles:

· The first looks at only a few months ahead

· The second looks 12-18 months ahead

Do forecasts mid-month rather than month-end, for local managers not corporate centre.

· Make forecasts a light touch and focus on a few key drivers rather than lots of detail

· Avoid turning forecasts into commitments and ensure that forecasts are separated from target setting and performance measurement

· Make resources available on demand not through annual budget allocations through an “internal market” for central services. Alternatively, release project funding monthly according to current priorities rather than apportion it annually in advance.

· Co-ordinate cross-company interactions dynamically according to prevailing demand, not annual plans. All units co-ordinate plans with others that they depend upon to execute plans

· Base controls on daily / weekly leading indicators (KPIs), rolling forecasts, trends and relative performance indicators, not variances against plan. Report key metrics daily or weekly

· Set aspirational goals based on continuous relative improvement, not on fixed targets and devolve goal setting to local teams. This harnesses the power of intrinsic motivation, builds ownership and commitment to succeed, but avoid turning these goals into contracts

· Recognise and reward shared success based on relative performance with hindsight, not on meeting fixed targets. Define success as being the best organisation, division, business unit, department, team, etc

· Focus performance evaluation on teams rather than individuals. Harness the power of the team esprit de corps. Share team recognition and rewards with all its members
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A blueprint for effective finance functions
With all businesses, there’s a dilemma between achieving growth and at the same time control. Inevitably, the MD drives growth and the FD to maintain control, so effectively the dilemma is passed to the FD. For the business as a whole, it’s solved in the structure of the finance department:
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A checklist for the CFO
· Aim to be the trusted and indispensable member of the business development team, but also recognise that this cannot be achieved unless effective accounting systems and controls are in place.

· Reduce the central finance function. Place more finance managers in operating teams and make the core finance group a centre of excellence , setting and maintaining highest standards.

· Be careful when outsourcing. Don’t go for “my mess for less” value proposition. Agree with the service provider to work together to improve process over time so that the mess (and cost) is reduced.

· Build a high performance team with good analysts and communicators who are also capable accountants

· Start by recruiting the right people. Look for the right people (team players) and communications skills first and technical skills second. Skills can be improved but attitudes are hard to change.
· Work to improve communications skills at every level. Turn finance managers into teachers and mentors who help business managers improve their financial knowledge

· Ensure that finance managers understand the business. If the business structure allows, give all key finance people experience in business teams

· Develop integrated information systems that fit with your performance management vision. Focus these systems on the needs of frontline teams.

· Use dedicated planning tools and reduce your dependency on spreadsheets for planning, forecasting and consolidations

· Provide effective decision making support by maintaining an objective, independent view (skeptic, not cynic)

· Challenge conventional wisdom where appropriate

· Look beyond the numbers. Seek out hidden costs and look at the strategic impact of key decisions
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