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EXECUTIVE SUMMARY

Current trends and developments make chief financial officers and other financial leaders central to a company’s
ability to change and adapt. Our survey highlights the following key findings...

Focus on regional business strategies, with
cost a continued priority

As regional economies have a bearing on overall
business performance, our survey found a renewed
emphasis on more regional or even national
approaches.

While the survey found some optimism overall in inter-
national markets, most companies are not planning
large-scale investments; rather they are focusing on
smaller, incremental changes in optimising their costs
and processes.

From finance manager to change leader -
Today’s CFO unites in-depth financial expertise
with additional capabilities in IT, legal, HR and
procurement, and the ability to drive change

Modern financial leaders in general and CFOs in
particular are facing multiple challenges, not least in
their contribution to the business strategy. The tradi-
tional remit of the CFO is becoming more complex,
as financial management, accounting and control
become at once more globaland more interconnected.
In addition, CFOs in general are taking on responsi-
bility for areas such as IT, legal, HR and procurement.
Present-day CFOs have not only expanded their
scope, they now increasingly drive changes that
impact the organisation as a whole.

The position of CFO: gaining in standing as a
career ambition

Where once finance leadership was widely regarded
as a stepping-stone to the role of chief executive officer,
financial leaders are now strengthening their position
in their own right. After all, the decisions they take
can make or break a company. Their growing involve-
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ment in shareholders’ meetings, investor relations and
corporate strategy highlights this development.

Assuming greater responsibility for company stew-
ardship brings closer ties with company owners,
especially in privately owned companies, where CFOs
hold a position of great trust and influence.

With these changes in mind, it is conceivable that the
CFO could ultimately supersede the CEO as the most
important C-level position, making aspiring to the role
of CFO a career ambition for young professionals.

A changing skills set, with the focus
intensifying on finding and developing the
right talent

Many of the companies in our survey are planning
to hire new personnel on a permanent basis and
are seeking financial experts with cash and liquidity
knowledge and IT expertise, as well as traditional
experience in financial accounting and control.

The competition for talent is intensifying, with large
companies feeling the impact most. On a global basis,
two out of three companies find it difficult to hire the
talent they need. In response to this situation, compa-
nies are focusing on training and developing their
existing staff to build the financial leaders of the future,
while continuing to rely on specialist recruitment firms
when recruiting for key positions — a trend that Michael
Page has monitored on a global scale.

A CFO today needs to offer a diversity of skills: finan-
cial theory, practice and techniques; social, language
and communication skills; and also flexibility. Here, the
survey reveals potential areas for improvement if finan-
cial leaders are to keep pace with fast-moving global
competition.



What motivates financial leaders?

The general outlook for financial leaders is much more
positive than at the time of our last survey in 2012. The
job market is improving and the majority of CFOs feel
generally happy in their position.

Our study shows significant disparities in compensa-
tion. Female financial leaders still earn significantly less
than their male counterparts and age is still a critical
factor in defining the level of compensation.

Survey methodology and respondent profile

From May to June 2014, financial leaders around the
world were invited to participate in an online survey for
MichaelPage’s CFO &Financial Leadership Barometer.

We received 2,847 completed surveys for evaluation.
Respondents are based in over 70 countries. The
results were weighted according to country market
size. Respondents work in different industries, at
different levels of seniority and in organisations of
all sizes.

The survey questionnaires reached decision makers in
the following regions, where respondents work:

Respondents by region
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In this report, we have included references to recent
statistics, where relevant. We also include practical
examples from our work as a leading global recruit-
ment firm.

When we talk about significant differences, we refer to
statistical differences within comparisons that indicate
a lower than 5% probability that a difference occurred
by chance. Significant differences are highlighted in
orange or green.

A note on the terminology

As terms such as ‘CFO’ and ‘financial leader’ do not
convey the same meaning in all the countries and
regions surveyed, we have standardised the usage of
these terms as follows. ..

e The term ‘CFO’ indicates a finance professional at
the highest level in his or her company, usually part
of the management board or management team

e The term “financial leaders’, however, refers to the
respondent group in general. In a strictly statistical
sense, all 2,847 respondents of our survey can be
regarded as ‘financial leaders’

Based on 2,847 responses

5 % Y

COE”J'rgzgta' North America  AsiaPacific  South America UK & Ireland Middle East Africa
53.8% 176% 12.4% 6.9% 4.2% 2.6% 2.5%

Replies received from different regions were weighted to country market sizes in order to give appropriate weight

to regional answers.

MichaelPage | 5



Global Insights
CFO & FINANCIAL LEADERSHIP BAROMETER

Study objectives and demographics
The study questionnaire was designed to gather key information on:

e Scope of CFO and Financial Leaders’ roles e Career ambition

. L e Recruitment plans within finance departments
e Key business priorities

e Motivational elements such as compensation and
e Key changes planned benefits and willingness to travel/relocate

Respondents’ position

' . ~ =y

0.5% 2.7% 39.6% 11.1% 34.7% 11.4%
Chairman/ CEO/ CFO/C-Level/ SMP/VP/SG”‘T . Hea/dF.Of Financial
Chairwoman President Executive Board anagemen nance/rinance Manager

Team Director/Director
Industry

Industrial manufacturing Business services Consumer goods Healthcare Bank;r;grcggznmal
18.1% 9.5% 8.5% 7.6% 6.8%

4

Technology Retail Construction Public sector/

Non profit
6.5% 5.4% 4.7% 31%
Media & Publishing Logistics Real Estate/Property Transport Other
31% 2.3% 21% 21% 15.5%
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Company size
Number of employees
KN\
E\)d
EN\d
’JQ\/ -
EN\)g
wn [ '
1-99 100 - 499 500 - 999 1000 - 4999 5000 and over
27.3% 29.2% 12.4% 16.4% 14.7%
Gender
82.8% 17.2%
Age
- 60
@ @ @ & @ @ @
31% 5.9% 17.6% 27.3% 23.2% 15.9% 7.0% 2.2%
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FINANCIAL LEADERSHIP REVISITED — WHAT DO

WE REALLY KNOW?

In recent years, the role of the CFO has developed
until the CFO of today has become more of a busi-
ness partner to the CEO (traditionally regarded as the
captain of the corporate ship) and holds complemen-
tary responsibilities to the CEQO.

Ourlong experience with business clients and financial
leaders shows that modern CFOs must combine tradi-
tional qualities with new responsibilities. The duties of
operational efficiency, compliance with corporate and
regulatory standards, and safeguarding the integrity of
company and stakeholder data are still firmly on the
CFOagenda. Equally, CFOs continue to be responsible
for financial management, accounting and control, as
well as areas such as IT, HR and risk management in
smaller and privately owned firms.

However, the CFO’s role is evolving in the context of
changing global markets. As global competition inten-
sifies, companies must find new business models
and ways to generate, maintain or increase company
profits and value. In this context, CFOs are playing a
more important role than ever, as they not only control
a company’s assets and liabilities, but increasingly
implement business strategies on the basis of their
strong financial acumen.

Profits and liquidity need to be not only measured but
also managed by company performance management
systems, drawing on the capabilities of modern enter-
prise resource planning (ERP) systems and other tools
such as data analytics.

In this global CFO & Financial Leadership Barom-
eter, we will analyse trends in the role of the CFO and
highlight what CFOs and other financial leaders world-
wide perceive as being the benefits and drawbacks of
the position.

One fresh, and possibly surprising, insight leaps out
from the study: while financial leaders in general and
CFOs in particular are increasingly likely to become
future CEOs, the CFO position is now regarded as a
position to aspire to in its own right, rather than as a
means of advancement to the position of CEO.
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The regional economy influences company
performance

Financial leaders are members of a company’s upper
echelons. As such, they are top decision-makers with
a high degree of flexibility. They must be aware of
and take into consideration current economic trends
and the state of the global and regional economy as
a whole, as company priorities and investment possi-
bilities will depend on a financial leader’s ability to
reconcile corporate expectations with the broader
economic outlook.

First signs of a worldwide economic recovery

In general, the economic outlook has changed over
the two years since our last survey and it has been
a change for the better. In 2012, a high percentage
of the global economy was affected by the downturn
and economic crisis of the Eurozone. Back in 2012, a
large proportion of respondents expected to achieve a
growth rate of only 1.1%.

There are signs

of increasing
confidence among CFOs
worldwide

Coming up to date, economic data from the IMF
(International Monetary Fund) shows that the world’s
gross domestic product is expected to grow at an
estimated 3.6% in 2014. Even the downturn in the
Eurozone has tailed off.

Meanwhile other areas such as emerging and devel-
oping Asia, the Middle East and both north and
sub-Saharan Africa feature high growth rates.



We will now contrast the IMF’s economic outlook with our
respondents’ confidence in the strength of their company.

Sustained confidence — even in Europe

Confidence level by region

Middle East
90.0% ¢
UK & Ireland
84.0% ¢4
Africa
I sy
North America
L
Asia Pacific
B ¢ Ly
fffffffffffffffffffffffffffffffffffffffffff
Continental Europe
64.9% (ALY
South America
s

Figures marked in orange or green are significantly below /
above the global average.

All in all, around 68% of respondents report feeling
confident or very confident when asked about the
health and buoyancy of the markets in which their busi-
ness will mainly operate over the next 12 months.

Financial leaders from the UK and Ireland (84.0%),
North America (75.0%) and the Middle East (90.0%)
show significantly higher rates of confidence than the
other regions of the world. These regions have often
demonstrated a cultural propensity to bounce back
and regain confidence more quickly after economic
downturns. Expectations are less upbeat in the rest of
Continental Europe — Russiaincluded —at 64.9%, while
South America comes in at a surprisingly low 51.3%.

Europe continues to feel the shockwaves of recent
economic turmoil. Germany and Poland are islands
of optimism, surrounded by countries where expecta-
tions of growth range from moderate to very negative.
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Confidence level by country

United Kingdom
e 0
Germany
I L
Poland
N v
United States of America
e I,
Netherlands
e w7
Switzerland
I I
Mexico
B ¢ e
Italy
B ¢ L
Australia
- T S
Spain
B 4 Wl
France

SIS
Turkey
< Ll
Russia
TN
Portugal
TN
Brazil

44.9% A2

Figures marked in orange or green are significantly below /
above the global average.

Alongside these, the outlook in the UK and the US is the
most upbeat, while Brazil, France, Russia, Portugal,
and to a lesser extent Spain and Turkey, show lower
rates of confidence.

Generally speaking, in our survey members of the
senior management team a level below C-level are the
most confident. Respondents in companies with over
100 employees in finance are also significantly more
optimistic, possibly due to the greater opportunities
and competitive advantage that are a feature of larger
organisations.
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Among industry sectors, financial leaders in transport
and telecommunications are clearly affected by the
adverse regulatory climate and market shifts of the
recent past. They consequently show the least confi-
dence at 57.4% and 53% respectively, while confidence
is at its highest level in the industries of healthcare
(73.4%) and banking/financial services (79.4%).

Management priorities are determined by
regional economic prospects

Our survey results show clearly that most companies
comply with the general pattern of their surroundings
when setting their priorities. Where economic
conditions are buoyant, companies express greater
optimism; where the regional economy continues to
stagnate, their outlook is less confident.

Companies are now

thinking regionally
or nationally, rather than
internationally

In our 2012 survey, this was not the case: at the time
North American and European companies confidently
faced up to the challenging economic trends within
their regions.

Company priorities have changed during the last two
years. The top priorities that emerged in our 2012
survey — process and cost optimisation — still hold first
and second ranking, though at 61.1% cost optimisation
now ranks higher than process optimisation (59.6%).

However, 48.2% of respondents now specify cash
and liquidity management as a top company priority.
Uncertainties in international financial markets, espe-
cially sourcing finance for investment and low interest
rates globally undoubtedly influence this choice.
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The same can be said about financial risk manage-
ment, which rates a relatively high 30.8% in the study.
ERP implementation has remained relatively stable
(23.3%), while our respondents follow the recent
declining global trend for mergers and acquisitions,
with only 21.4% of respondents considering M&A as
a top company priority, compared with 33% in 2012.

Transfer pricing activities, on the other hand, saw a
small increase at 12.7% (compared with 10.6% two
years ago). This is further evidence that respond-
ents are focused on improving financial stability and
efficiency.

At 4%, the implementation of corporate social respon-
sibility (CSR) measures rates lowest on the financial
leader’s list of priorities.

Focus on regional business strategies, with cost
a continued priority

Compared to the global average of 61.1%, in North
America, where companies tend to demonstrate
greater confidence, there is less focus on cost opti-
misation at 56.7%, while process optimisation ranks
highest among respondents from South America at
66.6% (global: 59.6%), with financial risk management
a focus for 38.1% in this region (global: 30.8%).

Cash and liquidity management seems to be a
particular issue for African enterprises, with 62.3%
of respondents targeting it as a priority. European
companies mostly target cost and process optimi-
sation. In France, 70.4% of respondents noted cost
optimisation as a priority, with Spain following closely
at 69.5%. Meanwhile process optimisation features
prominently in Germany and Russia at 71.6% in both
countries.

Only the UK and Ireland, Asia Pacific (especially
Australia) and the Middle East show increased interest
in M&A activities.
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Global priorities

61.1% 59.6% 48.2% 30.8% ' 23.3%

Cost Process Cash & liquidity Financial risk ERP

optimisation optimisation management management implementation
\ ] Ny
21.4% 12.7% 4.0% 70%
Mergers & - Implementing
acquisitions Transfer pricing corporate social Other
responsibility
measures
Priorities by region
Continental North South . . . .
Europe UK & Ireland America America Asia Pacific Africa Middle East
Cost optimisation 62.7% 58.5% 56.7% 60.8% 61.4% 69.7% 51.7%
Process optimisation 61.6% 59.8% 56.1% 66.6% 50.6% 64.8% 60.9%
Cash & liquidity
management 47.0% 41.8% 521% 50.3% 45.4% 62.3% 50.7%
Financial risk o 0 0 N o 0 0
management 27.7% 36.0% 32.2% 38.1% 35.2% 31.2% 35.9%
ERP implementation 24.5% 19.2% 18.3% 26.6% 24.2% 20.9% 29.1%
Mergers & 20.2% 28.7% 21.9% 14.1% 27.8% 46% 36.5%
acquisitions ' ' ' ’ ’ ' ’
Transfer pricing 14.6% 14.4% 6.1% 12.5% 15.2% 13.5% 2.8%
Implementing corporate
social responsibility 3.6% 4.0% 5.2% 6.5% 2.0% 6.4% 5.8%
measures
Other 6.4% 9.6% 7.9% 5.0% 9.4% 7.8% 3.0%

Figures marked in orange or green are significantly below / above the global average.
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The influence of age range on priorities

Interestingly, financial leaders aged between 50 and
54 generally rated financial risk management highest
at 36.5%. M&A activities also tend to increase in line
with the CFO’s age and experience: only 14% of finan-
cialleaders under the age of 35 perceive M&A activities
as an important priority (vs. 21.4% overall).

Interestingly, CEOs see M&A as one of the top priori-
ties at 31.7%, a fact that can be attributed to the more
strategic nature of the CEO role to date and perhaps
indicates that CEOs are less risk averse than CFOs.

Many of our respondents seem to have realigned
their business models towards regional or national
interests, a reversal of the trend towards global
markets, which was once viewed as unstoppable.

As might be expected, company size in general also
has a bearing on respondents’ priorities: while the
survey found that small companies with up to 99
employees see cash and liquidity management as
their most important priority (568%), firms between
1,000 and 4,999 employees are more focused on ERP
implementation (28%) and M&A (27.4%).

In another noteworthy finding, large companies (5,000
and over) are especially focused on process optimisa-
tion, particularly those with larger finance departments:
where there are over 100 employees in finance, finan-
cial leaders view process optimisation as their most
important task, at 70.7% of responses.
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Key findings

« While different regions experience varying rates of
growth, over two-thirds of respondents in the UK
and Ireland, North America and the Middle East
express optimism about the markets in which they
operate

o (onfidence is lowest in transport and telecom-
munications; highest in healthcare and banking/
financial services

o There has been a reversal in the trend towards
greater globalisation — the state of the regional
economy is affecting company priorities

o Company size has a bearing on priorities: cash
and liquidity management are most important
for smaller companies; ERP implementation and
M&A activity for medium-sized firms
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THE MULTI-DIMENSIONAL ROLE OF THE MODERN CFO:
BECOMING A CHANGE LEADER

Historically, financial leaders in general and CFOs in particular were content to manage the status quo within the

company and to implement the policies set by the CEO.

Now, according to our survey, CFOs increasingly act as change leaders, taking on a strategic role as they drive
their own strategic initiatives within the finance organisation and across the company as a whole.

Scope of CFO’s role

Administration IT

57.6%

Finance

100%

Legal Human Procuremenlt
resources & supply chain
36.5% 33.7% 23.6%

Change management and strategy implementation
rank among the top priorities in business practice today.
Enterprises that are active internationally must adapt
rapidly to external and internal changes, with the CFO
taking greater responsibility for increasing corporate
agility.

This year’s survey shows that a vast majority of
respondents envisage significant changes in their
department. In fact only 18.8% of respondents do
not envisage changes. Clearly, financial leaders are
increasingly expected to act as drivers and managers
of change.

The percentage of financial leaders expecting to imple-
ment new policies reaches 50.0%.

The impact of software implementations is also very
significant in finance departments worldwide: 47% of
financial leaders regard software implementation as a
change to be successfully managed.

Flashback to 2012

Our 2012 survey findings supported the claim that the
role of financial leader is changing as different aspects
of the role are integrated at a strategic level: 37%

of financial leaders questioned regarded themselves
as leaders, while a further 30% saw themselves as
developers.

Today'’s financial leaders must be finance specialists
and strategic thinkers at the same time, a tricky
balance to achieve. We will highlight the necessary
competences later, looking at financial leaders’ skills
and job motivation.

CFOs increasingly
act as change
leaders

Restructuring core business processes and organisa-
tions is another major focus for financial leaders who
report implementing shared service centres (25.5%),
centralisation (23.9%), outsourcing (13.6%), decentra-
lisation (7.4%) and insourcing (6.4%).
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Changes planned

Implementation of new policies

B /e
Software implementation(s)

B ¢ Y/
Shared service centres

¢ /2
Centralisation

4 S
Outsourcing

< /i
Decentralisation

K Y/

Insourcing

K /i

No significant changes

BN ooy

Seen from a regional perspective, there is surprising
commonality between the regions in our survey. Allin all,
North America and the Middle East at 54.2% and 62.3%
respectively expect to see the highest rates of new policy
implementation, in contrast to only 30.0% in Africa.

At a country level, Brazil, Mexico, Russia and Poland are
among the most active in implementing new policies,
with France and the Netherlands being the least active.
Shared service centres are higher on the agenda in Asia
Pacific and South America.

Interestingly, the younger the financial leader, the higher
the level of change within their department and the
number of new policies. Among all financial leaders
surveyed under the age of 35, 58.1% of respondents
envisage the implementation of new policies; only
11.7% expect no changes. In contrast, only 42.9% of
financial leaders over the age of 54 plan to implement
new policies, with 27.9% of executives not planning any
significant changes in their departments.
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The job of a CFO

IS becoming more
complex as CFOs retain
their traditional duties and
take on new challenges

Seen from an organisational perspective, 53.6% of CFOs
envisage new policies, while senior vice presidents and
vice presidents place greater emphasis on areas such as
shared service centres and decentralisation.

As may be expected, small finance departments with
between 1 and 9 employees lack the time and resources
to dramatically change their business outlook. In these
organisations, 25.1% of financial leaders expect no
significant changes in the near future.

Size is a factor

As we found in our 2012 survey, the size of the finance
department has the greatest impact on the level of
change envisaged.

Software implementation, more important in smaller
departments, is less crucial where the department size
rises above 99 people. Structural changes such as
shared service centres, centralisation, outsourcing and
decentralisation are directly linked to department size —
the larger the department, the greater the predisposition
to significant change.

A broader remit and deeper subject knowledge

In smaller companies, financial leaders are not
only responsible for finance, financial control and
accounting, they also manage other important areas
such as tax, legal, human resources (HR), and informa-
tion technology (IT). This development sheds light on
some difficulties faced by modern CFOs...



First, the core competences of finance, financial control
and accounting are themselves becoming more
complex and interconnected. In the field of financial
control, trends such as value-based management and
data analytics are notable examples.

Company finance and treasury have seen an important
increase in scope and importance during the last few
years as companies open up to modern financial instru-
ments such as corporate bonds.

Tighter financial risk management gives companies
more security. In the field of accounting, the
internationalisation of financial standards is affecting
businesses on a global scale, rendering knowledge
and experience in this area highly relevant.

Tax and IT, topics formerly on the periphery of the
financial leader’s job specification, have become
more important. In the case of tax, transfer pricing
and tax data analytics are clearly important examples.
The increasing importance of IT can be attributed to
higher levels of digitalisation and automation within
enterprises.

New challenges have been added into the mix...

e Governance, Risk Management and
Compliance (GRC) and Data Analytics

To limit financial risk and secure company assets,
companies deploy modern methods of data
analytics as a way to manage their internal data and
better understand external data.

e Corporate Social Responsibility (CSR) and
Shared Service Centres (SSCs)

Building key stakeholder relationships and
identifying new areas for future investment have
become paramount.

The next generation of SSCs includes the creation of
higher value through global management and inter-
action with internal and external stakeholders within
the value chain. This increasingly affects formerly
internal functions such as tax, real estate services
and legal services. This is especially true for larger
and more experienced finance departments.

Global Insights
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Engaging with investors and shareholders

Financial leaders are increasingly being drawn into
relatively new fields of engagement such as investor
relations, shareholders’ meetings, and strategy.
Shareholders’ meetings and press conferences —once
a platform for CEOs and chairmen — are increasingly
organised and hosted by financial leaders and CFQOs,
requiring them to hone their skills in diplomacy and
communication.

The strategic aspects of financial leadership now also
include the formulation of separate corporate strat-
egies and the alignment of these strategies with the
strategic outlook of the finance function. This adds yet
another dimension to the role of financial leader.

e Compared with the 2012 survey, more respondents,
especially in North America and the Middle East,
expect higher levels of change

e The younger the financial leader, the higher the
level of intended change

e Common areas of change are shared service
centres, centralisation, outsourcing, decentralisa-
tion and insourcing

e The greatest impact on the level of change comes
from the size of the finance department

e (Governance, risk management and compliance,
data analytics, corporate social responsibility,
shared service centres, and stakeholder
relationships... these are just some of the new
responsibilities being added to the traditional
CFO agenda

MichaelPage | 15
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THE CFO POSITION - GAINING IN STANDING AS

A CAREER AMBITION

It has become so common for leaders in finance to rise
to the position of CEO that many industry watchers have
come 1o regard the post of CFO as a stepping-stone,
rather than as a position in its own right. However, when
we asked respondents to outline their vision of where
they see themselves over the next two years this view
does not reflect the situation on the ground.

Across the survey as a whole, 48.5% of respondents
envisage themselves staying in the same position
but with alarger remit and greater influence within
the company. With these opportunities ahead of them,
they do not necessarily want to become CEO.

Interestingly, this new-found confidence is especially
prevalent among female financial leaders, with 52.9% of
female leaders expecting an increase in the importance
of their role during the next two years.

Age plays afactor. Expectations are high among younger
financial leaders, with 56.5% of CFOs under the age of
35 and 53.7% aged 35 to 39 expecting to experience an
enlargement of their remit. However, CFOs aged 50 and
above do not think that their position within the company
will change within the next two years (39.8%).

Regional disparities can also be found. Among North
American financial leaders, 23.6% believe they will be in
the same position in two years’ time, compared to 18%
at a global level. Only 38.9% expect to see a significant
change in their role. Financial leaders in the Middle East
see the greatest opportunity for change, with 60.7%
predicting an increase in their scope and importance.

Position envisaged by financial leaders in 2 years

Two important trends were identified for Europe and
North America. The trend for CFOs to become CEQOs is
mostly found in Europe (4.1% of respondents), especially
in France (9.5%), the Netherlands (8.9%) and the UK (7%).
In contrast, North American financial leaders in general
are looking towards an interim management position
(5.8%) or retirement (1.8%). This latter finding is consistent
with the already mentioned higher age profile of North
American respondents.

Position envisaged by CFOs in 2 years

All financial

CFOs leaders
Same position o 0
with a larger remit 431% 48.5%
Same position 24.0% 18.1%
Interim manager 2.7% 4.0%
CEO or Managing 5 o
Director 17% 29%

Figures marked in orange or green are significantly below /
above the global average.

It seems to be clear that the CFO position is escalating
in importance. Most financial leaders see the CFO
position either as their next important move or as the
final step in their career.

53.6% of heads of finance/finance directors expect to
be in the same position with a larger remit; senior vice
presidents responded similarly at 53.5%. However,

Global  Continental UK & North South Asia Africa Middle
average Europe Ireland America America Pacific East

:“;:I‘rg;’frs;;':ﬁ‘ with 48 59, 50.1% 52.8% 38.9% 44.6% 53% 51.2% 60.7%
Same position 18.1% 17.7% 15.2% 23.6% 11.1% 22% 6.7% 5.8%

Figures marked in orange or green are significantly below / above the global average.
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CFOs are significantly less keen on moving to another
position: 24% believe they will stay in their current posi-
tion, while 43.1% believe they will be employed in the
same position but with a larger remit. Interestingly, this
finding is not linked to company size.

Yet when we look at reporting structures, it becomes
clear that financial leaders are becoming increasingly
important in smaller companies, as most of financial
leaders report directly to the CEO or the chairman/
woman.

Is CFO set to become the most important
C-level position?

Changing business environments require business
model transformation. In the past, visionary CEOs
were experts in product markets, technology, sales
and strategy. The survey results indicate that the
balance within company boards may well be shifting
towards the CFO.

As noted earlier, most of the envisaged changes in
strategy, structure and culture are directly linked to the
financial leader’s area of responsibility. As these tasks
become more challenging, the relationship between
the different C-levels must become closer than ever.

Back in 2012, we found that a high percentage (75%)
of CFOs worked closely with their CEQ. In the future,
increasing complexity in CFO tasks might lead to
greater CFO independence, a trend we're already
seeing in smaller companies.

The position of CFO — a role to aspire to

The changes within the CFO position and role also
affect the job market. Formerly, the CEO position has
been the paramount career goal for ambitious young
professionals.

However over the past few years, companies have
reacted to higher demand for a specific career path
in the area of financial leadership by introducing
special programmes in finance, financial control and
accounting. In this year’s survey, 54.8% of respond-
ents saw training and development as a top priority for
the finance function.
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HR issues within finance departments

Training & development

B ¢ /2
Change management

B 4 G/
Employee retention

- T Y/ //zzzz
Talent acquisition

4 /i
Compensation & benefits

< A/
Working environment

< /i

e The post of CFO is no longer just a stepping-stone
to the role of CEO —now a position in its own right,
it’s become a popular career goal for ambitious
young finance professionals

e Almost half of respondents, especially those
under the age of 40, envisage taking on
a larger remit and having greater influence in
the near future

e This trend is especially strong among Middle
Eastern CFOs

e Heads of finance and finance directors are
more likely than CFOs to expect an expansion of
their role

e Thereisatrend for CFOs to operate
with increasing independence from their CEO
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A CHANGING SKILLS SET, WITH INTENSE FOCUS ON
FINDING AND DEVELOPING THE RIGHT TALENT

To recruit or develop?

In today’s job markets, potential employees would
appear to have gained the upper hand. In the context
of this ‘seller’'s market’, many companies seem to be
focusing more on training and developing their work-
force than on talent acquisition or employee retention.
This could have at least two possible causes:

Have CFOs won the
war for talent?

e Enterprises face a very different experience with
today’s graduates and young professionals.
These cohorts can lack theoretical and practical
knowledge, so it is often better for companies to
focus more on enhancing their knowledge within
the organisation.

In the light of the investment this entails, it then
seems quite contradictory that employee retention
is not regarded as equally important.

e Given the increasing levels of complexity and
organisational impact in finance activities, there is a
need to upgrade the competences of professionals
and develop the necessary changing skills set of
existing finance managers and experts.

To date, the main focus has been on developing
specialist financial skills within the available pool of
talent. Now, inaworld of ever-increasing complexity,
where change management seems to have become
a continuous process, it seems logical to develop a
broader and higher management perspective.

An example of this is the importance given to having
better change management capabilities: it is the
second most important HR issue for 44.9% of
respondents. In some countries — Australia, France,
Russia, Germany, Spain, Switzerland, the Nether-
lands and Poland — that percentage is even higher
and significantly so.
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We should highlight a critical risk associated with
training and developing internal resources rather than
acquiring new talent...

It introduces the risk that many current finance
specialists will not be able to develop the required new
skills set and highly complex management compe-
tences to respond to the larger remit outlined earlier in
this report.

The ability to analyse data, to continuously adapt to a
changing external and internal environment, to antici-
pate the cross-functional implications of organisational
changes (moving to centralisation, SSCs, off-shoring.. )
are just some of the crucial new competences. These
are not the easiest of capabilities to develop and compa-
nies need to take pre-emptive action today.

The survey indicates clearly that larger organisations in
the main are in need of these broader change manage-
ment and leadership skills within their finance talent
pool.

Therefore, the need to hire financial specialists who
can conceptualise a broader and more up-to-date
management perspective and finance managers with
strong change management capabilities would be a
logical consequence, leading to increased demand for
specific talent acquisition.

The picture is not completely uniform: for example,
our survey found a gender difference in HR priorities:
female financial leaders focus more on training and
development; male financial leaders focus more on
employee retention and talent acquisition.

Age also played a part in the response. Financial
leaders over 55 place greater importance on compen-
sation and benefits, with much less emphasis on
training and development.



Regional characteristics in recruitment

Regional comparisons show wide disparity. While
training and development are most important in Africa
at 73.5% and the UK and Ireland at 68.1%, employee
retention takes precedence in North America (54.6%)
and Asia Pacific (52.7%), while talent acquisition is at
its strongest in North America (44.1%) and the Middle
East (49.5%).

Compensation and benefits play an important role in
North America, South America, and the Middle East,
while only afew companies in these regions seemto be
interested in their employees’ working environments.

This pattern can be attributed to cultural as well
as economic reasons. Economic conditions can
encourage companies to prioritise factors that can be
easily adjusted, such as compensation and benefits,
so that they target the working environment only in the
longer term.

Priorities are also clearly related to company size.
While smaller companies understand that they must
prioritise compensation and benefits at 37.2%, larger
companies focus more on change management at
57.3% and talent acquisition at 45.2%.

HR issues within finance departments by region
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Greater need for permanent personnel

In comparison to the findings of our 2012 CFO survey,
companies’ needs have clearly shifted. As our 2013 HR
survey indicated, companies across the world are now
taking on new employees — and it’s on a permanent
basis: 81% of positions being created will be perma-
nent ones. The demand for permanent professionals is
strongest in accounting (89%), financial control (87%),
cash management (87%) and tax (86%).

Need for finance specialists — the ‘pork cycle’
at work

While financial leaders have seen their role expand,
the traditional areas of finance, financial control and
accounting remain central to the work of the finance
department.

This is consistent with a phenomenon known as the
‘pork cycle’ or ‘cattle cycle’ in economics, first used
to describe the phenomenon of cyclical fluctuations in
supply and prices in livestock markets. High salaries
in a particular sector attract more students to study
subjects that will ease their entry into the sector. When
these students graduate and start to compete on the
job market, their prospects deteriorate, which in turn
deters students from studying this subject.

Global Continental UK & North South Asia Africa Middle

average Europe Ireland America America Pacific East
EZT::ﬂgn?em 59.8% 53.9% 681% 49.2% 55.8% 55.7% 73.5% 62.7%
man';%‘z ot 430%  476% 527%  378%  300%  460%  333%  447%
Employee retention 47.6% 33.9% 51.2% 54.6% 47.4% 52.7% 41.0% 52.3%
Talent acquisition 38.1% 31.2% 38.4% 441% 29.4% 36.3% 38.0% 49.5%
g°£ﬁg;‘if:t'°" 36.5% 27.2% 27.3% 46.3% 46.0% 32.7% 27.8% 47.9%
Z‘:l‘:,rl':(')':l% oot 261% 279%  223%  300%  357%  215%  237%  216%
Figures marked in orange or green are significantly below / above the global average.
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New positions planned in finance departments

Multiple answers possible

Financial planning

Controlling Accounting

& analysis
24.9% 23.0% 19.8%
é @
Cash management Financial Project finance
management
8.5% 17% 6.7%
o
(€]
)
Risk management Tax None
6.3% 6.0% 41.2%

Applied to the financial job market, recent years were
characterised by a sluggish job market for finance
experts. Companies are now feeling the repercussions
of this development: with fewer qualified people
entering and remaining in the job market, demand is
increasing rapidly.

There is a shift
towards more depth
In finance personnel
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Recognising that shrinking markets and higher risks
render financial expertise paramount, companies are
looking for greater depth of knowledge and skills in their
personnel. While the pork cycle has seen high demand
for generalists in the last few years, specialists — those
we call finance experts in this survey — are most sought
after, as indicated by 51.4% of responses.

Profiles financial leaders are looking for

Finance experts

| Sl

Generalists

| i L

Performance leaders

| 91%

Drivers of growth

28% A/

However, regional disparities still remain. While
European companies are looking more for finance
specialists, South American companies at 36.2%
are looking more for generalists. This may reflect
the current scarcity of finance expertise in the South
American job market.

Interestingly, the survey shows that needs diverge in
line with company size. Larger companies clearly need
more performance leaders — possibly because they
are undergoing more continuous change processes
than smaller organisations. Smaller companies are in
desperate need of finance experts. Generalists are an
attractive option for only very small companies, those
with fewer than 10 employees.

65.9% of respondents experience problems in finding
the right person for the right position in their compa-
nies. Considering the increasing functional demands
and remit of today’s financial leaders, this seems a
logical consequence.



Profiles financial leaders are looking for by region
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Continental

North

South

Europe UK & Ireland America America Asia Pacific Africa Middle East
Finance experts 54.7% 49.6% 49.0% 35.7% 50.3% 49.9% 50.5%
Generalists 251% 34.4% 27.8% 36.2% 24.7% 36.8% 17.6%
Performance leaders 17.4% 14.4% 21.3% 25.0% 20.5% 13.3% 28.9%
Drivers of growth 2.8% 1.5% 2.0% 3.0% 4.6% 3.0%

Figures marked in orange or green are significantly below / above the global average.

Interestingly, older financial leaders face the task of
recruitment with more confidence: 40.2% of financial
leaders between the ages of 50 and 54 and 39.3% of
financial leaders older than 55 view talent acquisition
as an ‘easy’ task. Regionally, prospects for recruiting
the right people are brightest in Asia Pacific, the UK
and Ireland, while the South American outlook is more
gloomy.

How difficult is it to find the right financial talent?

> 3

A

LA

South America ~ Middle East ~ North America CoEn tinental
. . urope
75.4% 68.3% 66.9% 66.8%
’ -, ’1
Africa Asia Pacific UK & Ireland
62.0% 58.4% 56.9%

Figures marked in orange or green are significantly below /
above the global average.

Compared with an average of around 34% for all
sectors, the media and publishing industries express
more optimism, but even here only 50.3% of respond-
ents find it easy to recruit. It seems to be clear that the
larger the company, the harder the task of talent acqui-
sition: 70.8% of companies with over 5,000 employees
see talent acquisition as a difficult task.

So, we ask the question: Has the finance employee
gained supremacy in the war for talent?

This seems to be at least temporarily true for large
companies. However, the professionals in demand
today might well experience job difficulties in one or
two years’ time, so they should pay all due regard to
their continued professional development.

Key findings

i o Different global regions approach the challenge
i of developing a skilled finance team with diverse
priorities. ..

¢ Training and development score highly in Africa and

i the UKand Ireland; employee retention takes prec-
edence in North America and Asia Pacific, while
talent acquisition is strongest in North America and
Middle East

e Larger organisations are focusing more on hiring

i high-performance leaders with a strong track
record in managing performance/transforming
organisations

e Recent high demand for generalists seems to be

¢ ebbing in small to midsize organisations: now over
half of these companies are seeking specialists

¢ with agreater depth of knowledge and skills

i o Thereis growing need to develop and hire poten-

i tial leaders who are capable of effective change

i management

e Smaller companies prioritise compensation

¢ and benefits; larger companies focus on change

i management and talent acquisition

e The vast majority of new positions will be perma-

i nentones
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WHAT MOTIVATES FINANCIAL LEADERS?

Many financial leaders expect to be in the same posi-
tion for some time, albeit with a larger remit in the
near future.

Like any employee, financial leaders can be motivated
by monetary rewards, an interesting workload, team-
work, an international work environment and fringe
benefits. All in all, 75% of respondents report feeling
‘quite happy’ or ‘very happy’ in their current post.

Satisfaction in current position

75.0%

Perhaps reflecting the need for higher skills and the
general trend in society to view youth as an asset
to be relied on, younger financial leaders are much
happier than older ones. Breaking the findings down
by age, 80.6% of financial leaders under the age of 35
say they are happy, while only 70% of leaders aged
between 50 and 54 do so.

There is remarkable consistency in the findings, with
little or no difference between the regions in the total
number of respondents reporting that they are ‘very
happy’ or ‘quite happy’. However, when we focus only
on the numbers of people feeling ‘very happy’, finan-
cial leaders in the UK and Ireland and North America
are significantly more often ‘very happy’ at 31.9% and
32.9% respectively than their European and African
counterparts at 16.9% and 13.3%.

While financial leaders in healthcare (28.0%),
construction (27.4%) and banking/financial services
(26.3%) are very happy, the figure for both industrial
manufacturing and consumer goods is 16.5%.

This is also consistent with results that show a reduc-
tion in the age at which CFOs take up their post. North
America is the exception: here it takes significantly
more time for financial leaders to reach a C-level posi-
tion. This can be attributed to the typical career route
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within North America, where future CFOs tend to
move up through the ranks of the finance organisation.

In otherregions, such as Europe, CFOs are more often
hiredin from outside, for example asinterim managers
or from professional service firms. The latter course
tends to be a much quicker route to career success
than climbing the ladder within a given organisation.

In contrast, CFOs seem to be motivated by the job they
do and the work environment. Here, size clearly has
a positive effect: the larger the finance department,
the greater the chance of happiness for financial
leaders.

CFO pay differs widely according to gender,
region and age

After company size, compensation and benefits have
most impact on the motivation of CFOs and financial

leaders.
w é

Salaries by gender

KEUR kUSD

<60 <83 10.0% 16.1%

60-89 83-123 14.8% 22.8%
90-119 124-164 18.2% 20.2%
120-149  165-206 16.1% 11.3%
150-199  207-275 15.0% 74%

> 200 > 276 14.7% 11.1%

Figures marked in orange or green are significantly below /
above the global average.

One hard fact leaps out: female financial leaders still
earn significantly less than their male counterparts.

As might be expected, longevity of service means that
older financial leaders earn much more than younger
financial leaders. While half (50.1%) of leaders under
the age of 35 earn 123K US dollars/89K euros or less,
almost 40% of financial leaders aged between 50
and 54 earn 207K US dollars/150K euros or more.
Regionally, European and South American CFOs earn



less, which is consistent with the economic outlook.
Meanwhile, CFOs in the UK and Ireland, North America,
Asia Pacific and the Middle East have higher incomes.

While pay is clearly linked to the size of both the
company and the finance department, salary levels
are highest in banking and real estate and lowest in
industrial manufacturing and the public sector.

Setting the right incentives

Companies may look to motivate their financial
leaders by including a variable component in their
pay. However, they are aware that too high a variable
component can encourage risk-taking.

The survey shows moderate levels of variable pay. In
total, only 15.2% of respondents report having a vari-
able percentage higher than 30%. For female leaders,
variable pay is not commonplace: for 29.1% of women
respondents the variable component makes up less
than 5% of their pay. The proportion of variable
component in pay increases with age for both male
and female financial leaders.

Looking at the picture globally, the UK and Ireland and
North America have reverted to traditional patterns of
behaviour in showing the highest rates of variable pay
component.

Some industries buck the trend towards reducing the
proportion of variable component: in banking and finan-
cial services 32.4% of financial leaders receive over 30%
as variable pay. In real estate, 29.1% of financial leaders
receive over 30% of their salary as variable pay.
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CFO & FINANCIAL LEADERSHIP BAROMETER

In addition, the variable component increases with
seniority, company size and the size of the finance
department.

Skills and mobility — the key to GFO employability

As we have highlighted throughout the survey, the
office of financial leaders is increasing in importance
and complexity. But do financial leaders’ skills match
company expectations? Regarding professional and
technical skills, we have found that larger companies
emphasise technical competences, while language
skills and flexibility are also important.

In accordance with their higher expectations of
having satisfying, well paid work, over 85% of finan-
cial leaders are ready and willing to move or commute
to work. In our 2012 CFO survey, 81% responded in
this way.

Readiness to move or commute

To another country

< A
To another continent

< G/
To a neighbouring town in the region

< L
To anywhere in the country

¢ /e

I would not be prepared to move or commute

14.8% YAl
Variable salary by region
Global  Continental UK & North South Asia Africa Middle
average Europe Ireland America America Pacific East
<5% 22.5% 23.7% 21.0% 20.4% 22.3% 20.3% 27.8% 21.8%
5-9% 10.5% 11.4% 6.4% 8.9% 13.8% 7.0% 14.4% 11.6%
10 -19% 25.2% 28.3% 23.2% 15.2% 211% 27.5% 24.1% 31.9%
20 - 29% 16.6% 16.8% 14.2% 15.4% 17.0% 19.7% 8.9% 15.8%
30% or over 15.2% 11.3% 27.9% 26.0% 8.1% 18.1% 10.6% 11.6%
Figures marked in orange or green are significantly below / above the global average.
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As was to be expected, younger financial leaders with
the career ladder still to climb are much more flexible
than older ones, with 92.0% of leaders under the age
of 35 being ready to move or commute. The fact that
only 78.3% of women are ready to move or commute
could be one of the reasons why women in the profes-
sion still earn less than their male counterparts and
are less likely to attain a management position.

Looking at the regional findings, African and Middle
Eastern financial leaders are generally most flexible.
European financial leaders see their future career
as being pan-European, as they are mostly willing
to move or commute to a similar or neighbouring
country.

At the other end of the scale, financial leaders in Asia
Pacific are least willing to move or commute. While
UK and Ireland leaders are at least willing to move
or commute within their own country, both UK and
Ireland and North American leaders are less likely
to move or commute to other countries, making the
financial leader job market a very local or national
phenomenon.
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Key findings

e Three-quarters of respondents are ‘quite happy’
or ‘very happy’ in their current post, with
the proportion even higher among younger
financial leaders

¢ Financial leaders in the UK & Ireland and
North America are much more likely to report
being 'very happy’ than their European and
African counterparts

o The tipping point at which the level of happiness
starts to decline is when a company reaches
5,000 employees

e Female financial leaders are still taking
home a significantly lower salary than their
male counterparts

o Alarge majority of financial leaders are willing
to move or commute to work, especially men
under the age of 35



IN CONCLUSION. ..
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WHAT DOES THE FUTURE LOOK LIKE FOR FINANCIAL

LEADERS?

Other studies have concentrated on financial leaders and CFOs as performance architects and growth leaders.
From our survey, we now know that financial leaders also play a decisive role as strategic advisors in crucial

economic situations and crises.

This makes the CFO of tomorrow a strategic thinker
with good communication skills and the capacity to
introduce and manage continuous change effectively,
ready to delegate and to focus on results rather than
method, someone prepared to collaborate rather
than push through a decision unilaterally, and who,
as atrusted advisor, lives up to the higher remit set by
the company’s board.

In this survey, we have detected certain trends for the
near future regarding the profile of the financial leader:

e Topics, methods and social skills: As high-
lightedinthe survey, today’s financial leaders cannot
be complacent. On the contrary, the complexity of
finance reaches far beyond its own specific tech-
nical areas and functions.

As the remit and impact of financial leaders expands,
mastering the role becomes more demanding.
Financial leaders, with the backing of their
organisations, must be committed to lifelong learning
in refreshing and extending their formal qualifications
inthe core areas of their work, learning new methods
and technologies such as data analytics, and
improving their social, communication and change
management competences.

e Gender: The finance function still shows fewer
opportunities for women compared with other
functions such as HR, marketing and sales.
Companies must realise that future demand for
qualified personnel cannot be met solely from the
existing pool of male employees and must take
appropriate action.

e Age: As shown in our survey, older financial
leaders are generally less satisfied than their
younger colleagues, possibly reflecting the regard
accorded to youth in modern economies. Given
that experienced financial leaders offer valuable
skills and experience from which to enhance
company performance, age on its own cannot be
deemed a positive or negative factor.

Modern companies will have to cope better with
demographic changes in order to ensure the effi-
ciency of the finance function. How do companies
retain the intellectual capital and skills of their older
financial leaders as younger financial professionals
gradually take their place?

As we have seen throughout this survey, the finance
function continues to evolve — possibly more than
any other — due to globally rising levels of complexity.
Those who work in finance face new challenges.
We will monitor the trends and patterns that have
emerged this year with a view to conducting a future
survey to assess whether our predictions and those
of respondents have been realised.
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