
Executive Summary 
 
As a company grows and faces bigger and more complex decisions, funding 
challenges, and hence greater risk, strong financial leadership is crucial to successful 
delivery of targets. 
High growth companies generally require strong leadership from finance to ensure 
that the right strategic decisions are made. As companies develop and grow they often 
realize that their original financial management resources are no longer fit for 
purpose.  
 
The following note aims to clarify the difference between a CFO and a financial 
controller as the roles are most commonly defined and the terms utilised. While the 
precise demarcation of duties between CFO and FC may vary slightly from one 
company to the next, and indeed in smaller companies a single individual may have to 
cover both roles, the CFO is a much more senior leadership and decision making role. 
If this is required, it is essential to clarify what is expected at this level and recruit 
accordingly. 
The note also summarises the key triggers that typically necessitate the move to 
upgrade /create  a CFO position in a company, as well as a brief comment on the 
alternatives ways of filling the position – ie outsourcing vs in-house CFO. 
 
Finance director: Role and responsibilities 
 

• The finance director should be right hand man/ woman for the owner/ chief 
executive in making key strategic decisions and implementing these – 
including assessing the financial viability of the options and addressing the 
funding implications.  

• Help CEO agree/ establish clear short and medium term goals for the business 
with a clear financial roadmap to deliver on these goals 

• They should be constantly proactively seeking and driving through changes to 
improve business financial performance- for example using benchmarking to 
identify areas for margin improvement etc.  

• The CFO is Leader/manager of the entire finance function – financial 
reporting, management reporting, treasury management and key risk 
management. In smaller companies muc of this is outsourced, but the CFO is 
nonetheless the leader in setting up the processes and structures, for example 
setting risk appetite and policies in place for FX risk, even if management 



reporting is outsourced it is up toe CFO to agree the timing, format, degree of 
detail, KPIs to track 

• Plays a strong role in ongoing development of the finance function  - systems, 
people and structures, ensuring that organisational structure is efficient, 
adequate and appropriately resourced. Again in tiny companies most will be 
outsourced but all of the elements of financial management should be 
reviewed regularly to ensure that they are still fit for purpose as the company 
develops. For example a company may start initially with a simple summary 
monthly report which is adequate when the company only has one or 2 
products, but as multiple new products are introduced the reporting system 
may need to upgrade to a more detailed report allowing for margin and other 
analysis at the level of individual products/ customers/ markets 

• The CFO Is typically NOT directly involved in production of data/ reports, 
though obviously in a smaller company flexibility on this is necessary 

• Ensures that key financial risks are identified and managed within clear and 
agreed risk parameters. This includes ensuring that internal risks are fully 
closed off, ie cash access risks, payments risks, internal payment fraud 
exposures as well as external risks including credit to customers, FX, interest 
rate 

• provides support for all ongoing commercial decision making throughout the 
company – pricing/ costing and cost management/ promotional spend / 
investment in fixed assets/ investment in new product development 

• Supports the board and/ or owner manager in providing necessary data and 
advice to ensure profitability, growth, liquidity etc. are well on track on an 
ongoing basis; also input into overall governance structures and ensure that 
these are clear and robust, for example clarity on levels of spend authority 
within the executive management team as opposed to the board. 

• Communicates effectively with external financers to optimise access to capital 
• Strong team player in development and successful implementation of major 

strategic decisions – acquisitions / expansion / divestment / new business 
ventures:  

• Is ultimately responsible for financial compliance – reporting to revenue and 
payment of relevant taxes 

 
Financial Controller 
 
The role of a Financial Controller is primarily to manage the process of budgeting, 
financial planning, and monitoring financial performance to ensure that business plan 
is delivered and the targets are achieved. He/she will report to the finance director and 



also play a strong role in cost management and reduction programmes. Financial 
Control means keeping all spend as effective as possible, and keeping financial 
performance tightly controlled to business plan. He/ she 

Ø takes full ownership of the business plan, and manages available resources to 
ensure that appropriate succinct relevant reports are available to all 
stakeholders as required. The CFO will set the overall parameters for the 
business plan, ie top level targets, key strategic decisions etc, the financial 
controller will work trough the detail on this to deliver a fully costed and 
detailed forecast 

Ø Critiques reports to confirm accuracy, ensure variances are fully diagnosed, 
and that key managers concerned are accountable and are pursuing corrective 
action where required 

Ø takes an active role in the design of such reports by communicating effectively 
with stakeholders to pre-empt information needs 

Ø takes a proactive role in ensuring implementation of targets through a 
systematic management meeting to respond to reports, and at these meetings 
the financial controller should be a key proactive player. 

Ø Manages the resources within relevant the finance department required to 
achieve this, and is constantly seeking improvements in process efficiency, 
quality of systems etc. 

Ø Ensures that all underlying record keeping systems are accurate 
comprehensive and robust – ie book keeping systems including accrual 
capture, cash reconciliations etc 

Ø Ensures that other key financial processes are in place to ensure accurate 
reporting and avoid financial waste – for example Purchase order systems with 
clear purchasing guidelines and defined approval processes 

 
When do you need a CFO? 
 
The requirement for a Finance director as opposed to a financial controller is a 
function of: 

• Size – as companies grow the amounts at stake obviously grow but also the 
need to have rigorous processes in place to oversee spend on a timely and 
accurate basis and hence preempt wastage and fraud also escalates. 

• Complexity of business model – if the business model requires complex 
financial arrangements then strong financial oversight is   

• volatility of performance: in a business whre there is very little change from 
year to year/ period to period loose financial processes may be less dangerous. 



Where things are changing quickly and constantly the need for agile planning, 
accurate reporting, robust and fast decision making etc increases  

• capital intensity: If a company requires a lot of capital to operate then clearly 
any growth will require fund raising and even without growth existing funders 
will require good information and communications 

• immanent radical strategic changes required for example investment in new 
forms of marketing, change in business model, new product development etc – 
all of these require money and it is important that the finance director plays a 
strong role in ensuring that the decisions taken create value without too much 
risk 

• reliance on external bank finance : high levels of debt necessitate good ability 
to manage bank relations 

• relatively poor margin performance of the business: the tighter the margins the 
more the finance management need to oversee all commercial decisions to 
ensure that the company does not stumble into losses. 
 

Can you outsource your CFO function? 
 
Like any other function in a company there are pros and cons to outsourcing, but for 
many small businesses it is clearly not economically possible to employ a CFO in-
house, and therefore the solution of part time/ outsourced solution is the only option. 
The question is really how to make it work. 
 
Outsourcing the CFO function is a common solution in many early stage tech 
companies, albeit not always a successful solution.  
 
The main key to success is that the CEO must be crystal clear as to what exactly he/ 
she is seeking / expecting from an outsourced CFO, and then find an outsource 
solution with a firm or individual who already has a strong track record of providing 
this service to other companies in a similar sector at a similar stage of growth. 
 
To help this structure succeed, an advisory board should also include at least one 
external member who has experience of finance, specifically experience of structuring 
the financial management of a small company of this type so that the board member 
can confirm that the services the external CFO is delivering are both adequate (eg are 
all relevant elements of risk management closed off?) and delivered on a fit for 
purpose level. 
 


