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1. INTRODUCTION

Th ere is oft en a dilemma whether the fi nancial director in a 
company is a creator of new values or a “magician” who retains 
the values of the company. It could be said that they are neither of 
these, but also a bit of both. Expectations of their contribution to 
the company to a great extent depend on the size of the company 
they are leading fi nancially, ranging from seeing them as a stable 
specialist to a kind of fi nancial alchemists. Th eir role is crucial in 
securing and managing the liquidity of the company, fi nancing of 
current operations, choice of investment variants and fi nancing 
investments, as well as in the process of capital management of 
a company. Th e knowledge of the market is expected, suffi  cient 
technological and legal expertise to know the business of impor-
tant stakeholders - customers and suppliers, as well as identifying 
promising directions for the development of the company and 
possession of good organizational skills.

2. FINANCIAL DIRECTOR IN THE COMPANY

In modern enterprises, fi nancial function is usually consoli-
dated in the fi nancial sector, which includes bookkeeping, plan-
ning and analysis or controlling and managing funds or treasury. 
According to generally accepted Anglo-American terminology, 
the head of fi nancial sector is CFO (chief fi nancial offi  cer) below 
whom in the hierarchy are the head fi nancial manager - treasurer 
and general manager of the bookkeeping departments- control-
ler. Although within the fi nancial sector of companies there are 
accounting and fi nancial functions, it should be noted that their 
role is more technical than substantive in nature. You must make 
a clear distinction between these two functions, as the fi nancial 
functions conduct fi nancial operations, and the accounting func-
tion is only an expression of the value of fi nancial operations. 
Hence, the fi nancial function due to its nature has the role of an 
active character, as it is manifested in the numerous and complex 
transactions and operations, and accounting functions is by its 
nature of a passive character as it comes to a professional record-
ing of all business transactions.

Oft en the question is what is expected from the fi nancial di-
rector of the company and what is their role in the operations of 
the company? Th e answer to this question depends largely on 
the size of the observed company. One study [1] shows that the 

role of the fi nancial manager varies depending on the size of the 
company. According to it, the general managers of companies 
expect the following roles of Chief Financial Offi  cer in:

 ◆ Multinational companies – a reliable, stable specialist,
 ◆ Large companies – the role of watchdog, 
 ◆ Medium companies – the role of a wizard,
 ◆ Small companies – the role of an alchemist.

Obviously, the smaller the company is, of fi nancial directors it 
is expected a lot more, so expectations oft en exceed the threshold 
of reality, expecting of the fi nancial director the surreal wonders. 
Chief Financial Offi  cer is responsible for organizing the fi nancial 
functions of the company. Depending on the type, scope and fre-
quency of jobs in companies, fi nancial functions can be organized 
on the principles of centralization, decentralization, or the com-
bined organization. Centralized fi nancial function implies that all 
primary and secondary tasks of fi nancial functions are performed 
by one service, which provides a unique approach to fi nancial 
partners, primarily banks. Th is method of organization allows 
faster and more effi  cient recruitment and investment of funds. It 
also implies a lower cost of operation of the premises, equipment, 
information technology and better utilization of fi nancial person-
nel. It enables a higher degree of division of labor and specializa-
tion within the fi nancial sector. Easier fi nancial control functions 
and movements of funds. Achieve stronger position in its rela-
tions with other business areas of the company. Decentralized 
fi nancial function carries effi  ciency in solving problems on the 
spot, multiplies and stimulate the fi nancial initiative, effi  ciency 
and accountability of personnel and simplifi es and speeds up the 
execution of certain fi nancial transactions. On the other hand, 
it may bring the appearance of unrealistic competition between 
the executor of the fi nancial tasks and can create unnecessary 
costs due to multiplication of the required number of fi nancial 
employees and technical equipment. Combined mode function 
enables fi nancial organizations to take advantage and avoid the 
disadvantages of the two previous forms of organization. Th is 
form of organization of the fi nancial function is usually present 
in complex holding companies and organizations. Usually the 
fi nancial function and relationships with banks and other fi -
nancial institutions as well as foreign exchange transactions, is 
retained at the central level, while other fi nancial functions are 
decentralized. Financial Director in the comany should develop 
an appropriate job classifi cation. It depends largely on the size of 
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the company. In larger companies the fi nancial sector is divided 
into control and accounting part. Th e control part of the fi nancial 
functions covered by the CFO includes many important manage-
rial and professional positions. Th ese are the following positions 
in the fi nancial sector company: fi nancial analyst, credit analyst, 
money manager, manager of capital expenditures, manager of 
project fi nance, foreign exchange managers, pension funds and 
so on. Accounting part of the fi nancial function combines the 
jobs that are responsible for accounting operations, performance 
of the obligations in respect of taxes, making periodic and fi nal 
accounts and cooperation with audit companies. 

 3. ROLE OF THE CFO IN THE COMPANY

 Th e role of the Chief Financial Offi  cer of the company is that 
their decisions and planning, organizing, leading and controlling 
the work process and workers, ensure the realization of the main 
tasks of fi nancial sector in companies such as fi nancing current 
operations, preserving the liquidity of the company, analysis of 
investment projects, capital management and fi nancing company 
investment. Funding of current operations of the company is a 
daily task and one of the most comprehensive tasks of fi nancial 
management. Th e aim is to achieve a more rational use of work-
ing capital in the support of current production and trade. Th ese 
include a range of tasks related to the projection of fi nancial plans 
and programs, and are particularly important, and the fi nancial 
performance of companies are signifi cant, actions that provide 
maintenance and an increase in net working capital fund of the 
company. Th e competence of fi nancial directors also includes the 
participation in policy sales with deferred payment, especially in 
credit terms in accordance with the fi nancial-credit opportuni-
ties of the company. A special place within the tasks of fi nanc-
ing current operations of the company, for the fi nancial director 
are activities and decisions within selecting diff erent forms of 
fi nancing working capital. Reliance on possible alternatives such 
as bank loans, sales of receivables - factoring, the policy of using 
autonomous sources of funding such as prolonging obligations to 
suppliers, employees and the state, are among the most sensitive 
and sophisticated decisions that lie on the fi nancial director. Pre-
serving the liquidity of the company is an imperative task of the 
fi nancial manager. Th e liquidity of the company is a barometer 
of fi nancial situation of the company. It means that the company 
must be able to always provide service according to its contractu-
al obligations to all stakeholders: suppliers, creditors, employees 
and the state, while maintaining the necessary funding structure 
and preserving good credit standing. Design, maintenance and 
operational control of the liquidity of the company is a task that 
creates the most pressure on fi nancial directors, mainly in small 
and medium-sized fi rms, and especially in times of crisis, times of 
recession and stagnation of economic activity. According to the 
APR [5], in 2013, 140,358 enterprises and entrepreneurs in Ser-
bia, at least one day could not operate due to blocked accounts, 
and the accounts of 99,986 companies and entrepreneurs were 
blocked for over 180 days and 20,577 companies and entrepre-
neurs were blocked for less than a month continuously. All of 
the important indicators of business fi rms such as profi t, turn-
over, market share, brand image of the company, are relevant 
indicators of its successful or unsuccessful business, but if the 
company is not liquid, or if in your account in the bank there 
is not enough money to pay debts due to suppliers, creditors, 
employees and the state, the business is going in a bad direction 
which, if not taken eff ective measures to improve the liquidity of 
the company, can lead to business failure. In a situation of strong 
competition, only dynamic company that is constantly evolving 
can survive in the market. Such companies are in need of new 
investment in maintenance and capacity expansion, moderniza-
tion in equipment and technology, conquering and new product 
launches. Th erefore, the analysis of investment projects appears 
to be an essential task of the fi nancial function of the company 
and a fi nancial liability of directors. It is important to make the 
right choice between more investment variants and to be among 

the options that increase the shareholder value of the company, 
or carry a higher rate of return than the cost of capital, choose 
the one that carries the biggest spread between rates of return 
and cost of capital. If you do not perform the proper analysis and 
evaluation of investment projects, it may happen that the selected 
investment projects increases the production volume and real-
ized income, but still has a negative impact on long-term profi t-
ability of the company and the amount of the equity capital of 
the company. Also one of the tasks in realization of which is par-
ticipating CFO’s is the choice of favorable options in the process 
of modernization and capacity expansion, which can be carried 
out by construction of new facilities or the acquisition of existing 
facilities of other companies. Signifi cant work of Financial Direc-
tors are capital management of the company. It occupies a central 
place in the fi nancial management of the company because it is 
based on the strategic objective of increasing shareholder value of 
the company. Attention oft he Finance Director shall be directed 
to the fi nancial structure of the company, particularly in the ratio 
of its own and borrowed, or action and loan capital, which has 
implications on the average cost of capital of the company. Busi-
ness capital management of the company includes the dividend 
policy that involves the distribution of realized profi t on the part 
of the payment of dividends and forming part of the retention 
of capital. Also, the job of Financial Directors includes the very 
sophisticated work on the composition of the fi nancial structure 
of the fi rm in the company of refi nancing existing credit commit-
ments or withdrawing part of the share capital of the company. 
Financing of investment is an important task of fi nancial sector 
of companies led by CFO. By providing an additional source of 
investment fi nancing, the increase in fi xed assets and net work-
ing capital is covered. Before the CFO stand not only providing a 
suffi  cient quantity of required fi nancial resources, but also selec-
tion of the best prices of these commodities. Cooperation with 
fi nancial institutions in the capital markets that off er a wide range 
of fi nancial instruments, givesfi nancial directors the ability to 
choose one of the options that are most suitable for their business 
in terms of fi nancial structure and development opportunities 
of their company. Th ere is a diff erence between the way of addi-
tional, investment fi nancing of small and large companies, and in 
this context, fi nancial managers can look for diff erent solutions. 
For larger companies, the forms of funding are usually found in 
the capital market in the form of debt issues and actions, while 
for smaller companies usually the soutions are found in obtaining 
bank loans, fi nancial arrangements or operational leasing, factor-
ing and forfeiting. It can be said that the global task of fi nancial 
directors in companies is choosing the best fi nancing options that 
aff ect theincrease of profi tability of the company. In addition to 
taking account of the price of any capital in a company which can 
be explicitly formulated as the interest rate is received on bank 
loans and securities issued or implicit price of the share capital, of 
great importance is that all the expenses of the company are kept 
under control, in order to increase the sales volume accompanied 
by adequate increase profi ts. To increase the profi tability of the 
company CFO should aff ect the turnover of all components of 
the current and fi xed assets, on one hand, as well as the provision 
of the best mix of price and payment terms of funding.

 4.  SKILLS OF THE CFO

Skills in fi nancial management should give the CFO the abil-
ity to understand the goals and needs of others and cooperation 
leads to the desired results, to provide eff ective reports and de-
liver them on time, to prepare plans and budgets, to constantly 
think and work on process improvement. One of the overrid-
ing obligations is to turn the abundance of data and complex 
information into simple actions and tasks that will increase the 
effi  ciency and competitiveness of the company, which will con-
stantly optimize processes and costs, and the risks should be 
quantifi ed and reduced to the minimum level. According to one 
study [3] from the CFO is now expected:



111

Finiz 2014 - Business finance

 ◆ Very good knowledge of the company market, sale and 
distribution of goods and services of company, the ability 
to predict market trends, good knowledge of internet and 
banking operations, 

 ◆ Having a basic knowledge of the technologies had and ap-
plied by companies, familiarity with the historical indicators 
that can predict the movement of prices and costs of these 
technologies, 

 ◆ Suffi  cient level of knowledge of rules that cover the busi-
ness of the company, monitoring trends and understanding 
the implications of certain regulatory solutions to business 
fi rms, 

 ◆ Supervision of the operations of major suppliers and cus-
tomers of the company, working in their development pro-
jects, both in terms of performance and sustainability of 
their operations, 

 ◆ Timely recognition of the possibilities of generating new 
sources of revenue from goods and services that rely on 
the already existing that company provides, or entirely new 
products and services which would introduce improved op-
erating results of the company, 

 ◆ Th e ability to set the internal organization of the fi nancial 
functions of the company so as to successfully perform op-
erational tasks are delegated to lower levels of functioning 
and to defi ne fi nancial goals and policies of the company so 
that it can easily track their application and implementation.

It could be argued that the fi nancial director of the company 
today needs to have a number of characteristics and skills and to 
be the fi rst and best fi nancial professional, and at the same time 
possesses a strong commercial sensibilities, to deeply understand 
the core business of the company, to establish a good relationship 
with the people and have good communication skills, to possess 
a strategic mindset and is able to manage and resolve confl icts 
rather than create problems, to have international experience and 
speak at least one foreign language, have experience in a variety 
of businesses and industries and have experience in managing 
large projects that require analyst skills, to be able to work under 
pressure and manage stress, be in good health, to have opera-
tional experience, to adapt to change and passionately approach 
to the work done. Today we are witnessing the changing role of 
fi nance director who, in the modern business environment, has 
become a key member of business teams of equal importance as 
the President of the Management Board and General Manager of 
the company. He or she is also an internal consultant for strategic 
planning, tax policy, fi nancial reporting, accounting and control.

 
5. THE MOST IMPORTANT FINANCIAL DECISIONS 

MADE BY THE CFO

Th e most important fi nancial decisions for the creation and 
preservation of the values of the company that CFO makes refer 

to the choice of crrent funding options and investment business 
of the company, the choice of options in investing excess liquid-
ity and participation in the decision-making process about the 
method of allocation of realized profi t on dividends and capital 
retention by providing valid information to equity holders on 
the consequences of diff erent variants of the decision on profi t 
distribution, as well as preserving and increasing the value of the 
company.

6.  CONCLUSION

Th e key position of Chief Financial Offi  cer of the company 
is refl ected in the implementation of the company’s business 
policy by which the consent of the Finance Director is required 
for all the elements of the strategic plan of the company, for all 
the changes in procurement policies, sales and compensation. 
Th eir role isunavoidable in setting clear procurement procedures, 
standardization of purchase and sales contracts, ensuring strict 
adherence to the approved detailed budget of the company, en-
suring that decisions about large investments in the expansion 
of company activities can not be taken without developing de-
tailed business plans, analysis of costs and expected eff ects and 
monitoring the implementation of these activities. Th e important 
role of the fi nancial manager is that they are responsible for the 
accounting function of the company which is organized and set 
up in a way that allows the management bodies of the company 
eff ective methods of monitoring the operations of the company 
in each business segment. For complex companies with several 
organizational units, they are responsible for providing a high 
level of compliance and procedures and ensuring high levels of 
centralization of all functions that have a signifi cant impact on 
costs and revenues of the company. It is particularly interest-
ing to follow the further evolution of the role of Chief Financial 
Offi  cer of the company and the skills required to possess and 
recognize whether the trend of growth of the importance of this 
function at the company will continue. 
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Apstrakt:
U situacijama kada su firmi potrebna dodatna finansijska sredstva, bilo zbog održavanja likvidnosti, 
ulaganja u obrtnu ili u fiksnu imovinu, nije svejedno na koji način će ih firma obezbedediti. Slična je situ-
acija i kada firma ima višak finansijskih sredstava, nije svejedno gde i pod kojim uslovima će ih plasirati. 
Izbor između različitih mogućnosti kreditnog zaduženja, emitovanja obveznica ili akcija, sa jedne strane 
i plasmana viška novca u oročene bankarske depozite ili u kratkoročne i dugoročne hartije od vrednosti 
na finansijskom tržištu, leži na finansijskom direktoru firme. Od uspešnosti njegovih odluka zavisi krajnji 
finansijski rezultat poslovanja firme, pa, iako finansije teorijski ne mogu da stvore novu vrednost, one 
i te kako utiču na nivo ostvarene dobiti firme, a to je novčana masa koja održava i uvećava vrednost 
firme, masa kojom se kao merilom vrednosti mogu kupiti i nova osnovna sredstva i neophodna obrtna 
sredstva koja će u procesu kružnog kretanja uvećati vrednost firme. Otuda se uloga finansijskog direktora 
sa njegovim profesionalnim veštinama može smatrati ključnom za očuvanje i stvaranje vrednosti firme. 
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