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Controlling & Reporting
Budget & Budgetary Controls
Accounting
Cost Records & Cost Accounting
Preparing Financial Statements
Internal Controls and Audit 
Disclosure Compliance
Tax Compliances
Payroll Management

The Evolving Role Of A CFO

The business and indus-
trial scenario of the 
world within which 

the CFOs and other fi nancial 
leaders operate has changed 
dramatically and the pace of 
change seems to be accelerat-
ing without limit. The drivers 
of this change are becoming 
more diverse, complex and 
unpredictable. The expanding 
markets for global business, 
effi ciency improvement from 
application of ERP and e-
business technology, increas-
ing specialisation through 
concentration on core value 
creating activities and sharp 
focus on aligning the organi-
sation towards customer needs 
have set the stage for competi-
tive environment. These forc-
es of change are compelling 
organisations to re-structure 
traditional models to become 
leaner, faster and more re-
sponsive.   

Financial management 
is at the core of business op-
erations and reporting, and 
ensuring fi nancial integrity 
is more important than ever 
before. Today, fi nance is being 
pulled sharply and simultane-
ously in two directions. Regu-
lators and external stakehold-
ers are demanding that fi nance 
strengthen its conventional 
role as guardian of the assets 
and controls, while internal 
customers are demanding that 
fi nance become more dynam-
ic, effi cient and effective in 
supporting business decisions. 
Thus, the role of CFO and 
fi nance function as a whole  
has changed from transaction 
process to decision support. 

Decision support is embed-
ded in the business units and 
this requires CFOs to bring 
the best fi nancial and business 
analytical tools to support the 
key operating decisions. CFO 
is involved in structuring the 
deals, working with fi nan-
cial, institutional and regula-
tory support and looking at 
the risk and returns from the 
shareholder point of view. In 
the changed order this func-
tion needs to shift emphasis 
from acting as transaction 
processors and scorekeeper to 
becoming embedded business 
partners with strong analyti-
cal competencies, deep un-
derstanding of the value driv-
ers of business and fi nancial 
implications of each strategic 
action that organisation has to 
take to become successful. The 
portfolio has thus become very 
wide and challenging. 

With global fl ow of capital, 
the nature of capital markets 
is becoming more demand-
ing and the expectations of 

shareholders from company 
are increasing day by day. A 
CFO must possess a thor-
ough understanding of the 
business and its performance 
drivers to communicate and 
provide comfort to the board 
of directors, shareholders, 
analysts, regulators and the 
external communities that the 
numbers, analysis and outlook 
communicated to them, repre-
sent a complete and fair view 
of corporate performance. 

Walter Steidl, CFO of 
General Insurance, Austria 
has described that “The CFO 
is essentially the business con-
science of the company. How-
ever, in times like these when 
pressures for radical change 
increase dramatically, the 
CFO must pursue new strate-
gies to sustain and grow cor-
porate value.”

CFO – A New Perspective
As the business environ-

ment continues to intensify, 
most of the CFOs are strug-

C A R E E R  W A T C H

B.L Gaggar
(The author is the 
Chief Financial 
Officer, Clariant 

(India) Ltd. He can be 
reached at bankatlal.

gaggar@clariant.com)

Corporate Strategy and Planning

Business Decisions support 

Knowledge Management &
Information support      

Process Optimising and 
Redefi ning Functional role

Treasury Management
Banking Relationships
Credit Management
Cash Management
Forex & Risk Management
Working capital optimisation
Insurance and risk coverage
Investment management & 
optimising returns

CFO



The Chartered Accountant   465September 2005

gling with signifi cant changes 
in their roles and fi nding it 
increasingly diffi cult to work 
with the traditional fi nance 
value chain, which no longer 
refl ects the way business cre-
ates value in today’s increas-
ingly volatile and highly com-
petitive global market place. 
Most of the CFOs are today 
struggling with the questions 
whether the function is provid-
ing the relevant information 
which business needs to make 
informed decisions, whether 
functional operations are cost-
effi cient compared with peers, 
whether the function has 
streamlined its reporting pro-
cess, whether it has the right 
people and the right job role 
for each of them and whether 
it is exercising enough controls 
to ensure compliance of cor-
porate policies and guidelines. 
The most common concerns 
of CFO today are:

Knowledge Management
Knowledge management 

captures and leverages an or-
ganisation’s collective content, 
experience and judgment to 
meet its objectives. This re-
quires the balance approach 
towards technology, process 
and culture. Technology facili-
tates the distribution of knowl-
edge and connection of people 
but what is more required is 
the culture of sharing and pro-
cess created to identify, surface 
and harvest knowledge assets. 
Clearing the culture hurdle 
may be the most diffi cult chal-
lenge as persuading the people 
that they derive value from 
sharing knowledge takes time 
and patience. Managing infor-
mation effectively is becoming 
fi nance’s core competence and 
thus partnering in knowledge 
management. It must be clear 
that collecting information is 
not diffi cult but making sure 

that it stays up to date is a 
challenge. Outdated infor-
mation can be disincentive to 
participate. CFO and fi nance 
team are ultimately respon-
sible for monitoring informa-
tion about value drivers across 
the organisation and   play the 
role of an important catalyst 
for knowledge management in 
the organisation. Knowledge 
management is not a project, 
which can be achieved with 
reference to a completion date. 
Continuous passion for adapt-
ing to new ways to work must 
become inherent part of work 
process.  

Converting Data into 
Action

Every company has ocean 
of data and acres of knowl-
edge. While the data serves 
the needs of daily operations, 
it also holds the key to com-
petitive advantage. Only those 
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companies that are able to 
transform the diverse data 
overfl ow into relevant and 
rational information will 
achieve competitive edge. 
CFO must streamline the 
fl ow of information across 
functional segments, use out-
standing decision support 
tool built around structured 
data base with appropriate 
business analytics and make 
available timely and accurate 
management information 
report in a transparent man-
ner across the organisation to 
make better executive deci-
sions faster. This will estab-
lish the company as valuable 
entity to improve competitive 
position in the market place. 
Analytical application tool 
should be developed through 
an interactive approach with 
users to provide integrated 
robust reporting that turns in-
formation into knowledge and 
thus visibility to accurate and 
reliable information.

Creating Transparency and 
Building Trust

Recent regulatory changes 
are compelling CFOs to own 
risk management for the or-
ganisation. There is increasing 
demand from both regula-
tors and investors to further 
strengthen its role of manag-
ing risk and opportunity and 
create confi dence through 
consistency and integrity in 
fi nancial reporting and per-
formance results. Financial in-
formation serves as a common 
language for managing all fac-
ets of today’s extended value 
chains and net works. Creat-
ing transparency and building 
trust with the stakeholders is 
one of the important tasks to 
be accomplished by CFO in 
the complex business environ-
ment. 

A drive for transparency 
is a must for bringing in cor-
porate governance regulations 

for disclosure and initiatives 
for bringing reporting and ac-
counting standards at par with 
global practice. With interna-
tional accounting standards 
(IAS) and international fi nan-
cial reporting standards (IFRS) 
becoming increasingly accept-
ed norms for presentation of 
fi nancial statements, the CFO 
must be able to understand, 
interpret and communicate 
the intricacies of these state-
ments to the stakeholders. He 
must encourage transparency 
inside out and outside in for 
both fi nancial reporting and 
risk management.

Reshaping the Function
Simplifi cation, standar-

disation, process optimisation, 
outsourcing and shared servic-
es are becoming opportunities 
to reduce back-offi ce workload 
and creating value for the or-
ganisation. ERP packages and 
web-based applications are 
becoming common tools for 
reducing internal reports and 
processes. A CFO must learn 
how best to harness the power 
of technology and how far 
to push for further improve-
ments without putting the 
business at risk. Mapping the 
existing process and systems 
will give realisation to the cost 

of complexity. He must le-
verage information technol-
ogy to dramatically cut costs 
of processing a transaction 
by simplifying the activities 
and eliminating unnecessary 
steps. He must make consid-
ered choice between the stan-
dard process and the process 
tailored to meet the unique 
conditions of the organisation. 
He must identify non-core 
activities, benchmark against 
leading practices in and even 
beyond the industry and take 
shared services to the next 
level beyond transaction pro-
cessing. Also consider options 
for outsourcing, managed 
services, business processes, 
applications management as 
well as IT infrastructure and 
web-based service support. 
As an end result, he must im-
prove effi ciency by regrouping, 
cutting and re-shaping the fi -
nance function.  

Stream-lining Financial 
Supply Chain

Financial supply chain 
comprises all processes and 
transactions directly affecting 
cash fl ow and working capital. 
Company’s fi nancial supply 
chain must be synchronized 
and integrated with manu-
facturing, supplier networks, 
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trading partners, fi nancial 
institutions and customer re-
lationship management. It 
begins with supplier/buyer 
selection and extends through 
the cash fl ow forecasting, pay-
ment process, information re-
porting and analysis. Effective 
fi nancial supply chain manage-
ment can positively infl uence 
receivables, fi nancial forecast-
ing and working capital. 

CFO must analyse the 
hidden costs of fi nancial sup-
ply chain ineffi ciencies and 
focus on saving potentials. 
Optimisation of working 
capital is a major cost reduc-
tion initiative. He should plan 
to constantly reduce working 
capital needs by involving key 
business partners and consti-
tute a multifunctional imple-
mentation team for cash fl ow 
optimisation with top down 
support and building corpo-
rate consensus. Create a vi-
sion of “one-stop” shop with 
fully integrated process and 
systems solution for cash fl ow 
forecasting, treasury manage-
ment/accounting, automated 
incoming receipts, electronic 
bill presentment and payment, 
centralised e-payment and 
“purchase-to pay” process.

Strategy and Connecting 
with Operations

Strategy is what a compa-
ny does to sustain and grow its 
business value. Over the years, 
strategy has evolved from the 
traditional fi nancial planning 
and asset management to sus-
tained value creation through 
continuous management pro-
cess. There is built-in link be-
tween strategy and fi nance. In 
fact strategy is the heart of fi -
nancial results. Linking plans 
for improving performance 
with what is actually hap-
pening is connecting strategy 
with operational reality. Close 
linkage between strategy and 
operations largely depends on 

transparency of decision-mak-
ing process. Employees at all 
levels must visualise the likely 
impact of their operational 
decisions on the value of the 
business. This requires an al-
ternate to routine reporting 
process that interlinks with 
budget and provides a measure 
of control to a fl exible perfor-
mance measurement tool with 
appropriate KPIs for each op-
erational activity that focus on 
what needs to be done - not 
what has happened. Reduce 
time taken in budgeting pro-
cess and re-engineer to focus 
on what is important. CFOs 
must become both informa-
tion strategists and portfolio 
managers for the value net-
work of the organisation. He 
needs to generate and evaluate 
strategic options and identify 
initiatives that will operation-
alise the strategies and pri-

oritise the initiatives based on 
their expected value impact. 
Different strategies have dif-
ferent value consequences and, 
therefore, selection of a strat-
egy depends upon its ability to 
create more value than other 
strategy. Sensitivity analysis 
of different value drivers’ i.e. 
top line growth, EBITDA 
margin, working capital, cash 
fl ow, capex, cost of capital and 
capital employed can be used 
to identify the best areas to 
target improvement initia-
tives. 

In his new Avatar CFOs 
must outline future position-
ing of fi nance, identify people, 
process and technology that 
can be grouped, defi ne the 
areas of focus, align fi nance 
with business decisions and 
map transformation journey 
with key milestones identifi ed 
along the way. �


