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The Intelligent CFO

From number cruncher to standard bearer
Introduction
There are various ways in which people see the world, a lot depends on situations and circumstances. What this article attempts to do is to identify what makes up the conceptual framework of ‘intelligence’ and how can this be applied to the role of the CFO and assist in the basic role of gathering data, assimilating it and then distributing it in a meaningful and identifiable manner .

There are various definitions of Intelligence, by this I don’t just mean intellect as measured by IQ, I also mean having awareness of other emotional, political and environmental intelligences that influences the analytical processes that go on inside the mind of a CFO and influences the output.

Given that the CFO already possesses a degree of what might be called ‘self intelligence’ i.e there is a degree of  awareness and technical competence, the areas of emotional intelligence ( and to a lesser extent political Intelligence) are explored in a bit more depth.

The conclusion is that CFO need to have developed a set of behaviours and principles that are used as the situation demands and that there is no one approach that can elicit information or produce data that gets results. An exploration of  the areas of Emotional Intelligence and the more empathic approach to the duties of a CFO reveals that there are different processes at work , and it is the understanding of these processes differentiate a good CFO from a great CFO.
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Part 2 Empathy in Practice-Pages 13-20
Part 3 The CFO as Leader Pages 21-23
Part 1 Behaviour and Empathy
Introduction
Great CFOs are inspirational people,  we have all heard  tales of heroic turn rounds, corrective and brutal activities, persuasive dominance and influence within the firm. Behind every successful CEO lies a numbers man, a ‘safe pair of hands’ who ( one day) may eventually land the top job .
However the great CFO does not spend his whole day with numbers, he spreads his time in other areas of the business, getting to know the operational processes, people involved and the formal and informal mechanisms that make the business tick. He does not spend his day behind the desk number crunching, he gets out and interact and knows how the various social and political groupings within the organisation provide him  with information and in turn, how they will react to information given back to them and analysed in a different form. We are not asking the CFO to transform the business, that would be a Board wide initiative, what we are asking is that the CFO understands the business
It is not a question of what CFOs do but rather how they do it.  The majority of CFOs have all been trained in the profession, their technical capabilities are sufficient for the demands of the job, but the way in which they apply these skills and the manner in which these aptitudes are displayed is equally important, We are not just talking about a level of technical competence or Intelligence as measured by IQ, but more an empathic measures such  as Emotional, Political and Environmental Intelligences which influence the way CFOs and Accountants behave.

The difference between a good CFO and a great CFO may be simply down to how they sell the message.

A good CFO will report the  numbers , a great CFO will deliver them personally.

Behaviours

The behaviour of the CFO therefore is a function of his own personality, mood and the prevailing Social or Cultural Web in which he moves ( Schein).

CFOs have always played a pivotal role, it is they who are regarded as a gatekeeper, a guardian of control and are required to show calm and assurance and clarity in their behaviour.

In the modern organisation it is CFOs who drive the business Zeitgeist by influencing the behaviour of others  via the written output of reports, statistics, accounts or KPIs.
The CFO has a powerful influence on people’s emotions and can influence enthusiasm and anger levels in equal measure. This goes beyond number crunching but actually has an emotional appeal which if mismanaged can have unintended consequences.

Reporting the level of credit notes issued every month is one thing, understanding why credit notes have to be issued and taking corrective action, by spending time with Sales personnel who may be using invoice values as negotiating tools and persuading them to do otherwise, is another matter .  Changing people’s behaviour therefore requires social skills not necessarily learnt in the professional qualification. 

Daniel  Goleman would call this  behavioural effect ‘Resonance’ the  flipside. ‘Dissonance’.

We can resonate or resound with other people in the business if we have an open and engaging aspect ourselves. If we also bring in a Double loop  (Argyris) thinking mentality we can also ensure that a CFO’s  receptors are fully alert and agile responses can ensure that any mixed messages get clarified. That is what some people would call ‘Thinking on your feet’, this is an attribute that is learnt from observing other people’s behaviour and comments and responding accordingly, gently persuading them round to your point of view as a result of subtle changes in your message.

The great CFO  is not just a thermostat, and reporting the prevailing state ( temperature) of the business, the great CFO also delves into the business processes and decides whether the current state (temperature) is the best possible state so that everyone is not to hot or too cold but working efficiently.

In the above example of superfluous credit notes, persuading salesmen to behave differently and getting the pricing right at the beginning ensures that unnecessary  administrative effort is minimised.

This skill differentiates the good CFO from the great.

This is the same effect in Accounting teams, great groups have this resonance and personal interplay, good groups only get the job done,   bad  groups   reverbrate with dissonance and don’t achieve anything. Members of Accounts   departments share moods, CFOs within these personnel and are in a position of power and influence and should exercise their skills and ensure good moods are synchronised and a collective positive spirit is maintained.
The cashier may well come to the CFO and panic that the overdraft is near the limit, but if the CFO has already expected this and has not communicated this to the cashier, you can imagine the two different reactions when the Bank statement is examined, communicating specific pieces of information around accounting departments can have a calming effect, how , in this example do you think the Procurement department feel if hear that the company is running out of cash and they can’t pay suppliers on time, or indeed take advantage of early payment discounts.

 Ask any Football manager how they manage their teams and they may well have difficulty articulating this as successful managers draw on a whole psychological bank of talent management which they employ in a situation specific way which blends all the positives of the team members into a collective strategy and success.
They may well say it is common sense, but successful managers of football  teams  or accounting departments will know that the more empathic and communicative approach  pays off. They will also know that there may be individual team members who in certain circumstances can take the emotional lead, having a Captain who can control the dressing room is also a pivotal part of Football Managerial skills .
That is what also good Orchestra Conductors do, they draw the listeners into their music and experience all the emotional strengths and weaknesses for others to see and empathise with, but all the time they are in control of the performance, and it must be stated, the audience.

Transmission of emotions does not have to depend on theatrical skills, but the more open, honest and consistent a  CFO is, the more comfortable those around him will feel in ‘reading’ the message.

Many great CFOs remain calm under pressure whilst subordinates may panic, the only time subordinates should panic is when they see the CFO behave irrationally, therefore there is an onerous duty in being a CFO that brings with it a calm professionalism and consistency.
When a debt goes bad , it should not be a question of merely looking again at the provisioning policy and maybe berating the Sales team for not predicting the event, but sitting down with the Sales Department and looking at ways to avoid such mistakes in the future, manage the risk better and see what can be done to replace the lost margin or maybe improve services to other customers . Either way getting involved is better than merely reporting. 

CFOs with this kind of emotional appeal get results , they radiate emotional energy and draw such energy from others in equal measure.

CFOs are in a unique position, and although it is probably anathema to their professional training that they remain unbiased and give impartial observations, the truth of the matter is that  CFOs moods can influence his own output and can influence others. Nervousness at home may translate into anxieties at work, this viral emotional negativity may easily translate itself into lack of confidence about Accounting Policies and overdue caution in provisioning or reserving as the CFOs view of the future may be severely influenced by his own personal moods swings. This is how organisations become depressed, it only needs a few key people in the business to start becoming nervous and then the whole behaviour of the business lurches into negativity. People start looking for negatives, finding them and reinforcing further negatives so the whole downward spiral begins.
Add in some natural doom and gloom merchants  or toxic handlers to the mix and then you can see just how organisations can fail on a whim.

When a fixed asset which is crucial to the operations keeps breaking down and exceeds the repair budget,  understand that doom and gloom merchants revel in this situation, the ‘I told you we should not have bought this machine in the first place ‘ argument comes to light again.

However is not a question of examining  rights or wrongs of the purchase but it is about the whole debate around depreciation policy and adjusting the life of the asset accordingly and/ or  looking for a replacement. Spend time examining the various quotes for alternatives, involve production personnel in the debate about expected life or indeed revise the depreciation policy on expected volume of output, either way, take a genuine interest in the  process and involve the naysayers,   it will make your job easier  later on and the effect on profit will be much fairer if you can understand what is an equitable depreciation rate expected repair costs and what emotions have played their part in the acquisition..

The emotional skill of a CFO is therefore balancing the work demands and the message without unduly upsetting people not just in his immediate department or team, but in the wider organisation. Negativity and stress just breeds itself on it’s own contagion , once you get into this stressed area a whole lot of negative priming and  conditioning is happening and breaking out of the spiral gets well nigh impossible, the trick is not to start on this path in the first place.  

Breaking out of this spiral is made more difficult because stress hormones linger longer in our bodies, so we have to work really hard to overcome the feeling of being swamped by negativity.

Emotions, plainly and simply get hi jacked and any message of positivity gets viewed cynically.

CFOs therefore have a responsibility for ensuring that results are communicated in as positive manner as possible, this is not to say that bad news should be avoided, merely that factual clean reporting and use of clean language which is not emotional, helps significantly. 

Creation of an impartial friendly environment and the ability of the FD to collaborate openly with the users and recipients of  their output is therefore crucial to the mental health of the Company.

The more emotionally demanding the output, subsidiary losses, bad debts, stock obsolescence, redundancies, overhead reduction in training and HR, the more empathy is required to ensure that these negatives are positively managed and communicated in an open, honest, transparent and emotionally caring manner. The more supportive the CFO has to become to satisfy the demands of the users of the accounts, the first question will be asked in a bad news situation will be why, or why me?
So whilst it is traditionally assumed that the CFO is the fount of all knowledge, the CFO and the rest of his team is also primarily responsible for setting the emotional mood of the company. When the CEO wants to keep the mood up beat and positive the CFO simply has to display the same emotional intelligence and follow up with signs symbols and information that supports the emotional initiative promulgated by the CEO.

Empathy
When the readers of accounts see bad news, collective distress becomes apparent and people can suffer also from passive stress  even if they are not directly affected by the  published results.

People then become pre occupied with feeling depressed , displacing any positives anywhere else in their lives.

The personal style of the CFO, who is the man behind the figures is important here, readers of his output will be in tune to his thinking if he spends time with them and understanding how they see the world. The more familiar people are with each other, the more they understand the language and the common (shared) values. 

It may personally suit CFOs to have an image of  being cold, calculating and aloof, but this is precisely opposite of what is required, Great CFOs are good at their job because they ‘click’; being surrounded in an aura of mystery and having diplomas on the wall will switch people off as they will be just plain intimidated.

There is no way a CFO can do his job properly if he comes at people from this perspective’ especially when it has been found that there have been some high profile collapses due to inappropriate accountancy  which has meant that FDs are capable of having feet of clay just like everyone else, ( Enron), 
CFOs who fail to empathise create discomfort. People will feel out of balance and thus perform at less than their best.

CFOs who hit the mark with the rest of the business create an environment of dynamism and commitment.

Being positive and skilled means taking this commitment a, raw energy and passion and channelling it into the right areas. This kind of relationship with the rest of the business reinforces communication and understanding, peoples comfort levels rise and collaboration improves.

When people feel excited and want to share in the moment with other people then a synchronicity and mutual empathy arises which can help the business.

Everyone feels better when Revenue budgets are exceeded, look at the PR that goes into published accounts and press conferences when results are announced, they are done in as positive way as possible, this is not spin ( although some organisations can go too far- Enron) this is emphasising the positive and  down- playing  the negative.

Equally, the opposite is true, anger, or silence breeds mistrust and emotional toxicity emerges which rapidly gains a foothold. Stressful encounters either direct with the accounts department or as a result of information between departments being misconstrued takes emotional tolls.

CFOs who are plainly abusive tyrants or manipulative Machiavellian sociopaths create bad atmospheres and this behaviour is repeated throughout the organisation.

Equally there may be clueless CFOs who try this empathic approach but overstep the mark and encroach into personal space which results in people putting up their defences as the relationship is too personal  ( and sometimes painful)
Similarly the CFO who utters platitudes which are empty and meaningless ( ‘these figures are challenging and pace setting and therefore will result in enhanced earnings’) may get a good sound bite, but essentially they lack bite because they are meaningless management speak.

Being Empathic means understanding the balance between intellect and emotions. 

You cannot be empathic effectively with only one of these attributes, you can introduce as many initiatives as you like , which may benefit the company, but lack of emotional commitment of ‘buy in’ will significantly hinder progress.

Empathy  means generating

Hope

Love

Optimism

Passion

Co operation

Trust

All the above are not mutually exclusive and a varying cocktail of these positives will work in different circumstances. The Great CFO will have  various approaches to differing aspects of his job based on these overarching ideals.

The conceptual framework within which to cultivate these ideals comes from the CFO  himself  and stems from Self Awareness and Social awareness

Self awareness

Knowing what you are good at is a start. Being in  tune with your own feelings in the matter is  crucial and knowing how your own personal feelings will affect the output probably means you will also understand how other people will accept or reject your figures. Losing your temper is the most unconstructive situation to be in, being calm and objective is better, that way you won’t let your emotions get the better of you, however, going too far this way and becoming cold and unemotional is equally fraught with danger, so keeping some self checks and balances in place and being able to see your own point of view and compensating for it, thus moderating the extremes is the middle ground.
Relying on your instinct and trusting your instinct to make correct calls comes from a heightened sense of awareness which comes from knowing your own strengths and weaknesses, if you back this up with a degree of self confidence then people will trust you.

If you feel your own personality is becoming too supportive and not delegatory, then re assess you workload, if you feel you are not adaptive enough, make a genuine mental effort to re adapt or change.

This comes down to an adult conversation with yourself as to what your strengths and weaknesses are and having the mindsets to know when you will have to adopt roles which you may be uncomfortable with , but nevertheless have to adopt when circumstance dictate. No one relishes giving the news that redundancies have to be made. CFOs  and other Board members have to simply deal with this and the aftermath. Only individual CFOs know their own capabilities and their preferred styles when imparting bad news.

Social awareness

Being in tune with other people’s emotions and knowing how they will react to a set of figures means that the CFO can describe the world with a world view. This process lets a CFO share in the values and priorities of the end user. Listening and taking perspectives of other people into account  means that the CFO can fine tune his own output for maximum effect

Getting positive an staying there  is a dynamic process, situations change , personalities change people change and moods change, this brings us back to the importance of thinking.

Thinking on your feet infers a reactive response to outside influences, thinking positively is having an antenna that registers the prevailing mood, checks out the message , re aligning if it is ‘off message’ and then  producing meaningful numbers that are timely, accurate and empathic.

Managing relationships, conflicts and teams is a critical part of this process and being the catalyst or the go between for preferred states takes real effort and imagination. The ability to develop others and communicate your own skills and pass on knowledge is also a key attribute to Social awareness

Positive Leadership
The Great CFO is therefore a morass of emotionally charged values . The strength and depth of these emotions matter to other people .

Coupled with an enthusiasm and passion for work , then the mere presence of the CFO in the room will ensure that energy levels and positives remain high.
Displaying resilience in the face of knock backs and criticisms is also a highly valued attribute. Provided the CFO is mentally attuned to his own positives and recognises the need to mange himself then this attribute in itself will gain respect from all levels of the organisation and will encourage such behaviour in others.

Keeping calm when a major ,line of credit is suddenly withdrawn and exploring alternatives is a better behaviour than bemoaning the fact that Credit Companies are behaving irrationally. Positive thinking will lead  to an instinctive approach to decision making which  will be hard to verbalise, a CFO will act from Gut Instinct based on his own intellect, self awareness and social environment. Given he has a set of good values to underpin these attributes then his decision making will become instinctive rather than reactionary. Having a vision supported by a set of values and communicating that vision to the rest of the business means that people will also recognise the gut feelings that are displayed.

If a CFO acts negatively and manipulatively others will follow and the CFO will find himself being manipulated in due course, so handling relationships is key.

Relationship management is friendship with a purpose. Finding friendship does not mean continually socialising  with co workers, it means building trust and rapport.

These skills become pivotal to the workings of the CFO, extracting information and getting behind the numbers is crucial to understanding the way the business works, breaking the silo mentality down is important to enable people to open up.

CFOs describe the world via numbers, getting the assumptions right and understanding how these numbers fit into the bigger picture enables the CFO to become great. I have said earlier that the CFO relentlessly pumps out refined analysis to all and sundry sets the agenda, but how this raw information is gathered in the first place is a crucial building block. Get the assumptions wrong, or ask the wrong question then you will half the information you were looking for, approach people in a positive light, fully communicating the purpose of the information requested and having a sincere smile on your face is not enough. The process in which this information is extracted is equally important.

There are various styles of obtaining information and I will set out some frameworks here, they basically relate to situations, timeliness and reliability, so as with most empathic approaches different situations will demand different attitudes or styles.

Positive styles are

Visionary

Teaching
Friendship

Democratic

Leading

Some instances when these apply are as follows

Visionary

This has the ideal of a common purpose and works best in times of change or when direction of the business requires clarification, communicating the direction and describing the future will enable people to act positive towards shared goals, if they can see the direction they can provide the information to fuel the journey.

Teaching

This is a framework whereby time is spent coaching the person into understanding his role and how it fits into the scheme of things, if the direction has been set and the person falters on the journey, some time will have to be spent reminding or revising that persons role in grand plan. When this is done in a positive way the employee can improve performance and any data extracted can be viewed with trust as the information has a current location and a destination, so becomes much more relevant.  

However this does take some time as it a one-on –one approach

Friendship

This achieves  harmony and relationships are built. It is helpful if the interplay of job specifications, departmental overlaps and group thinking become consistent, so when explain why data is required, it is done in an affiliative way and describes how helpful it will be to other parts of the business. By explaining the networks within the business then the information can be gathered in a positive way so that people do not feel threatened.
Democratic

This is different from the friendly approach as it gets commitment through participation. By getting people to understand why the information is required and what users will do with the output, then this style achieves a process congruence that means people will respond positively if it helps build buy in. It is the usual story that the people who are doing the job know the job and information better than anyone else, so they should be encouraged to participate. 

Leading

This works better in a crisis situation as it calls for a commanding approach and an ability to soothe fears. It can be misused when rank is pulled and voices are raised but in circumstances where there is lack of resource , time or commitment, setting challenging goals and micro managing people may be the most expedient way. It understandably does have some negative side effects. 

As you can see the styles above will work better is some situations than others, being positive and empathic and knowing what works when is a key skill. Being Positive doesn’t necessarily mean being ‘nice’ Positivity also means giving feedback constructively and allowing conflict in some circumstances if it will allow an outcome and a resolution. CFOs who get too empathic actually create negativity.

Relying on a Friendly approach means that work takes a back seat whilst feelings take over. Over use of this style, for example  can neglect to give corrective action ,feedback or just plain bad news.
Worried about being popular or friendly can derail a CFOs thinking, conversely,  the ‘Do it because I say so’ will only work short term and in a crisis, even then it needs to be tempered with communication.

So Flexibility is the key to getting positive results, CFOs with  more styles in their repertoire than less will get results better and quicker. Developing this flexibility to handle a large range of demands actually makes the job easier as the right approach can be used as situations flip from one extreme to another.

You will know which style works best when you develope your own fluidity of thought and can read situations and adapt your style accordingly, this means you don’t just adopt one style, but you may apply a cocktail of approaches as the situation demands..

You will also have one preferred style which may work better than most simply because you are more comfortable with it. The style to use with caution is the leadership style which at its worst simply means you are pulling rank.
By using the right tools to extract and digest information, CFOs will get results and build on commitment and positivity in those who are using the end product.

Part 2 Empathy in Practice
Being in the information analysis arena is not without it’s difficulties, the fact that people rely on your information as a basis for decision making is an onerous responsibility.

If departments  or  groups of people in the organisation are not approached in the right manner then you will be told half truths, the game will be played that I am only giving you the information you requested, the answer that you really want ( because I know more than you) is retained by me because if you know the whole story then I would expect a non desirable outcome that will harm me.

This puts the CFO and his team in a difficult position other people aren’t necessarily lying, they are just not telling the CFO everything he needs to know.

This is the information vacuum, when the CFO realises that the information is at best incomplete, like nature he seeks to fill up the vacuum with superfluous information which supports the half facts he has been given , sometimes people don’t want to give full information as this will result in bad news.

Whatever the reason, the CFO must try to eliminate this negativity and obfuscation , deliberate or otherwise, when it comes to asking direct questions about why such information is withheld once it has been found to be lacking, the situation is made worse by the oft repeated statement that they answered the question that was put to them, and had a monologue rather than a dialogue.

Using the styles noted in part 1 would go someway to alleviate this problem, poor communicators may well exaggerate figures for their own purposes, good performers may under estimate their figures for fear of having higher target imposed on them. Either way this information fog is not good.

Maintaining Positivity means spending time away from the abacus, but becoming involved in the operational issue that people have to deal with, seeing people in action in the comfort of their own arena and watching how they go about their daily duties is essential if the CFO wants to practice and of the styles mentioned above, especially  the more personal style of teaching. Over time opportunities will arise where the blend of vision, teaching and friendship will generate honest and truthful information flows.

This nurturing role is crucial to understanding the social context in which the numbers are evolved.
What is also required is an ability to maintain this nurturing over time through re assessment of the various styles and as people and circumstances change, a realisation that different methods are required.

There have been many instances where new initiatives and management changes have not been sustained after the initial enthusiasm and training has died down. Maintaining positivity is just like this, a ‘little and often’ approach and a visibility is required, constantly reminding the various information gatherers and providers that this particular function has a purpose.

This avoids knee jerk responses in time of crises, or when pressure gets too much and everyone reverts to type and bunker mentality, which is precisely the time you do need accurate information fast.

HR people have been frustrated  with  this phenomena  for decades and this is a sobering thought

However, we can create sustained positivity by example ,  and having cool calm and collective CFOs and departments who do not panic is a start. The pernicious wildfire which pervades most organisation in times of stress is usually started by ill informed judgements and rumours. Maintaining visibility and being approachable is key to dampening out any fires before they get out of control.

When it comes to keeping people receptive and communicative, then such attributes cannot be forced upon people, only can be reinforced by rewarding empathically the positives in past behaviours  and knowing what the mindset becomes when stress is around and recognising the early warning signs.

Telling people that they must be open and honest and training then in these virtues is simply not enough, how that person feels about him(her) self matters most.
When there is a company- wide initiative about information value or a change to accounting systems , participants may simply go through the motions rather than understand the reasoning behind the initiatives.

The general trend towards sustainability can be maintained by anyone who cares to understand the process, that is why an understanding of the various empathic styles are crucial. Coercive  empathy, I.e. You will understand me if I shout a bit louder, simply does not work, such behaviour reverts to old type once the shouting ceases.

What is required is a continual programme of positive reinforcement for good behaviour, displaying good behaviour in the CFO and the Osmotic effects of such behaviour tend to rub off. Subconsciously the message is reinforced by continual exemplary behaviour.

People can learn to be empathic, but it needs an empathic environment, learning to be empathic requires deep subconscious processes being open to the experience, neural pathways are like muscles, the more empathy that is experienced, the more empathy will result. It is a bit like a new years resolution, commitments to gym membership require real effort to sustain the resolution beyond February.

The empathy derives from the Accountant as Leader, and  consistent displays of such empathic leadership is a way of sustaining the positivity and information flows around the organisation.  

We have all seen the usual crisis strategies, managing cash, , working capital controls, strict adherence to rules and rigid authority limits, in short a battening down of hatches.

In these sort of times ,CFOs become even more noticeable as they  hold the balance of power and  decision making in the business, long gone are the over optimistic sales forecasts and the luxury of spending the Bonus, austerity is required and this is where the CFO can excel.

The longer such crises last, the more stress CFOs will experience and although they might relish the conservative, prudent approach, quite often deep down in their psychological make up, a different being may lurk which , if not managed properly can seriously lead to sub optimal decision making.

Knowing the default personality of the CFO is crucial to getting the best out of that resource, indeed if we take a Myers Briggs analysis if the situation many accountants find themselves in then the ‘Inferior  Function may well manifest itself and the once cool calm and collected Bean Counter may well turn into a hyperactive rambling wreck, or indeed a wrecker who irrationally cuts all costs across the board and may well neglect putting key resources into areas which require them more than ever such as Marketing.

In times of plenty, rising Sales may not be difficult to achieve, the rational Accountant may well see the benefits of cost control and a variable-isation of his costs with the outcome of predictable margins, in Recessionary times the opposite may be true, .Costs need to be thrown at marketing in order to stand still/survive. Convincing consumers to part with their personal cash and put it your way rather than pay down personal debt takes real imagination and resource, this does not come cheaply.

Companies and FD’s must understand Customers changing needs and reactions to the economic environments, what is required ,as in all crises is a cool head and an FD who has a weather eye on demand generally and a handle on the numbers in a positive way

On these occasions there is a lot of bad news around for the toxic handlers to promulgate, being and staying positive and handling  these pressure in a positive manner is more important than ever to counterbalance the excess toxicity in the organisation.

 There are certain behaviours that FDs may revert to and some work, some don’t they are all situational dependant but the reader may recognize certain personality types and once recognized, know that there are other types of behaviour that may be more appropriate . one thing is certain, because the CFO is in the position he is, there needs to be overt displays of leadership and responsibility.
Staying Positive also means that the CFO needs to understand , through his social awareness skills just how people will interpret the accounting data put in front of them. If they are looking for negatives they will find them, if the message is positive, the negatives become less important.

 We react to the world using our own experiences and judgement gained for our time on the planet, our survival instincts continually influence our decision making.

All situations are interpreted, they are not mere physical stimuli, they are manifestations of our own consciousness.We therefore have subjective views of reality and truth, examination of accounting data is no different, the numerical analysis of key events can have different interpretations.

Perception

Interpretation involves the abbreviation and simplification process, we subconsciously transform facts and often go beyond their initial intention.Individuals vary greatly in their thinking, some suppress facts, some deny their very existence, others manipulate data for their own ends.

In ambiguity there is a tendency to distort data to prove a point

This leads to polarisation of thinking and the favourable or unfavourable view of numbers, often leading to confusion over facts and aspirations.

Sometimes the slightest number or cost component within the profit and loss account can be given inordinate weight if it suits a particular point of view, the resulting halo effect often overshadowing the intended meaning. 

Perceptions of truth (or fairness) can be altered dependant on the context in which the information is given, such manipulation or marketing of data can have a profound impact on the behaviour of the intended recipient, where groups are involved,  this manipulation can produce unintended consequences.

If a CEO is pre conditioned to accept bad news (in meetings he may be told in advance that Margins are not expected to be as good this month,) then he is being managed to anticipate reduced Margins and hence profit in the Monthly Accounts, his expectations are being managed. CEOs also tend to interpret information in the light of clues as to the possible decisions for which it is to be used and are quite capable of incorporating their  own views of the decision situation into their own perceptions

An empathic CEO will factor in their feelings about possible reactions of other managers to different types of information that can influence their behaviour

Role plays by Cyert and March  with a group of students found marked differences in their behaviour dependant on whether they were Sales Conscious or cost conscious 

Further research by Dearborn and Simon confirms the theory in the first paragraph, namely that Managers interpretation of data and situations are framed by their own areas of expertise/experience.

The interpretation of accounting information is not a mechanical process, it has to be perceived as relevant and not clinically or technically correct.

We should also not forget social or functional groupings, such groupings are a basic need for validation of our views by our peers, we also lean heavily on other people for a rationalisation of our understanding of data .

A group consensus may be the only reality because the ambiguity of the data of situation requires removal, and that most groups move towards the consensus of the majority or the controlling influence

Where there is interaction between individuals or groups then counter biasing behaviour becomes the norm. comments  like ‘you need to discount these figures as the Sales Department always exaggerates’ or Harry is conservative, he will have contingencies up his sleeve to cope with unknowns’. are commonplace.

An organisation has many built in defences against interpretive behaviour.

Accounting information is not above distortion, it has to be interpreted though by experienced people.

The Culture to facilitate ‘correct’ interpretation and perception needs to encourage people to be adaptable  in their behaviour and not  inflexible in thought.

Empathic numbers
‘Challenging’ or ‘realistic’ budgets become subjective models if not based on inputs from those whose behaviour they are trying to measure

The Accountant may well see a working draft set of accounts as realistic, refining the accounts as a result of CEO review is an indication that there is a certain  management  style. 

The understanding of the behavioural impact of Accounting data requires not only the appreciation of the manner in which information is  provided , but also the way in which recipients of such data respond based on their perceptions.

If you want to influence behaviour, set appropriate performance measures in place to do so, the most obvious is a reward structure for Sales Staff based on the number of new accounts opened, or for credit control staff for the number of debtor days, either way the dissemination of information, and more importantly the reception and perception of the information must be timely and relevant to the behaviour requirements of the recipient within the overall business requirements.

Leading people by numbers isn’t  easy, manipulation of behaviour with numbers is even harder.

Control of the processes by which these numbers are disseminated is the key

Traditional Accounting systems will concentrate on techniques and procedures, as Accountants become more embroiled in the overall management of the business, consideration is being given to the processes involved in churning out this information and the reflective feedback loop which  is inherent in modern day systems as the very people who are creating the information, are the end users also.

The use of IT has greatly enhanced this reflective loop thinking.

We have seen nomenclature changes, ‘cost accounting ‘ becomes ‘management accounting’, ‘budgeting’ becomes ‘budgetary control’

Understanding the Human and Social processes which accompany the operational management accounting  systems  are important.

Look what happens with some Mergers, although they may have the same brand of Software, the use and abuse of the system is different in the respective businesses.

This idea of an adaptive accounting system stems from the behaviour of the users and the system gradually evolves over time  to accommodate the users and their intended outcomes.

Woodward found that the relationships between IT, Accounting systems and organisational behaviour reflected the degree of uncertainty and unpredicatability in organisations.

Alternatives
Or  are we really talking here about how a CFO manages the business using the available tools, only one of which is controlling the output of the Accountancy function?
Great  CFOs  will celebrate diversity, provided that the margin of tolerance does not interfere with the Cultural norms in the business.

This leads to questions as to how ‘ creative’ Accounting can be in influencing behaviour and the relentless march towards profit.

There is a fine balance here between the drive towards conformity, globalisation and the think alike, look alike mentality, with a real desire to manage the talents of all individuals in the balance sheet. 

The example of the optimism of the Sales  Team and the pessimism  of the Accountant referred to earlier is the typical example of managing diversity
A misguided attempt at control in this manner can lead to almost persecution complexes.

Clarity on multiculturalism within the organisation is therefore important as it underpins the political (and indeed non political) decision making processes, there is a fine balance between Blame culture and genuine Accountability.

The definition of Leadership takes many forms, the description which involves Leaders supporting their subordinates to perform at their peak can only be achieved by a clear and concise propagation of cultural values and norms, and as said earlier a tolerant (but not too tolerant) culture in embracing diversity.

Leaders will expect subordinates to lead themselves within the framework set down by the CEO, breaking down the obscurantist culture and stereotyping within organisations is an essential part, managing with numbers becomes easy if there are honest, timely, accurate and there are no preconceived notions that all  numbers are negative, controlling and ultimately terminal.

Cultural based norms within organisations need diversity to revitalise themselves, new recruits, new processes, change, all add up to the  re energisation of business,

How these issues are measured and compared are part of the culture of the business, the leader who rules by fear and concentrates on divisive leadership will not allow these energy levels to flow.

It is not unknown for Yehudi Menuhin and Ravi Shankar to perform on the same stage, similarly embracing the diversity of the IT department and Marketing to ensure the new CRM software works is important.

The Flat Earthers amongst you will recognise the resistance to reality  that numbers can bring, embracing information in a positive and helpful light can empower people, self managing perceptive thinking and understanding the necessity for diversity is important in this self empowerment.

Managing people, with or by numbers becomes irrelevant if notions of self leadership, self empowerment and self responsibility are the prevailing norms in the organisation, this ,  I believe can only occur with the CEO’s blessing, so as in any organisation, it starts with Leadership, numbers are a means to an end. 

Most companies would like to operate on an Ethical basis, the manipulation of data to cover up financial irregularities is not unknown.

Pressure to meet numbers can lead to dysfunctional and unethical behaviour.

A numbers culture , whether it be sales leads, cost minimisation or just plain budgetary controls is not a sustainable strategy.

CFO’s should explain that there is a difference between attaining the numbers in an ethical way, through adherence to the underlying norms and values within the Companies, and attaining numbers in a non ethical-winner-takes-all approach.

Organisations that have diversity and sectoral differences struggle to inculcate ethical behaviour throughout all levels of the organisation, numbers can give feedback on a value centric business model, but the value of the business and more importantly the values of the CFO in his pivotal role in the business can only be displayed once the CFO shows his leadership potential.
To become more effective, CFOs need to break down the information walls that surround departmental and individual mindsets, some conspiracy theorists would argue that this is deliberate and withholding information is seen as the only bargaining tool by other parts of the organisation.

Through greater self awareness and empathy, CFOs monitor their own action and watch others react to it. They expose themselves to criticism in a genuine attempt to improve matters, actively seeking out the negatives and looking at areas which require improvement rather than report positives.

Part 3 The CFO as Leader

Adding Value

By framing a set of numbers CFOs can consciously, or indeed subconsciously alter peoples mindsets. Accountancy is a very powerful  tool , it paints a scenario and enters into a powerful dialogue with management teams and can alter the way the Company operates as a result of the output.

Working with numbers is a very satisfying and tangible experience and the issue of how CFOs communicate, educate and inform is at the very centre of their core Ethics.

The kind of transformations that can be acheived is only limited by the way CFOs think and feel , if they are nervous, they come across in the numbers, if they want to develop a strategy for future growth then the numerical language becomes much more focused.

There becomes therefore an emergent quality to the work and a behavioural aspect to the numbers put in front of the user.

CFOs have laid paths down by the accumulation of statistics and data, and although this information is made available in response to requests, it is the CFO who inserts these figures into a meaningful framework .  However, CFOs do not use numbers to describe the world, they use numbers to create the world because, until they put a number to it, an event or occurrence does not exist.

When they put our financial statements in front of people they are seeing the world they attempt to describe.. We are in difficult territory here because CFOs are trying to enumerate a set of circumstances from one particular point of view and the language of numbers , the very tools we have to describe such  situations,  is limited.

The CFO’s basic instinct is to communicate  thoughts, deeds and actions to other people and rationalize what they see via numbers , the capacity to communicate like this is a result of their personality and  training.

Being an Accountant comes with great responsibilities, CFOs are constantly connecting with their environment and to report openly, honestly and ethically is paramount to the way they should behave and paramount to the way they want others to behave. 

CFOs work in a highly disciplined environment and they show high levels of commitment in sticking to their principles, this is the kind of commitment you take by the throat and have the courage to display such integrity when under pressure.

This is the essence of leadership, many books have been written on this subject and the one that I feel most at home with are the ones that describe ‘servant or supportive’ leadership, i.e helping people to develop their true potential. This notion of leadership underpins the work of a CFO , if they have the ability to lead , they have the ability to influence others going forward. 

Adding Value can best be described as an iterative process, rather than adding numbers, the great CFO adds value, and it is done in a number of ways, acting at various times as a supporter, partner or leader, again looking at each individual situation and adapting accordingly.

Here are some examples

Proactivity- constantly identify opportunities and generate ideas

Anticipate risks-balance short term demands with longer term payoffs

Challenge-engage with areas of the business to ensure decisions are stress tested

Accountability- stand up to decisions that are made , changing them only in the face of new information.

Be Analytical- use hypotheses testing and analytical tools that substantiate your decision
Flexibility/Pragmatic- look for practical issues and solutions

And above all- understand that there is an important Stewardship role to Finance that the supporter/partner/ leader needs to identify which role works best.

Leadership

There is a tendency in accountants to look for leadership in others, being content with the support role, CFOs have been known to take a passive role in events and sit slightly detached and bemused by the melodrama of political power maintenance going on around them. 

There is also the question whether CFOs can make the transition to CEO by further honing their Empathy skills and whether the attributes they have learnt as a CFO actually can carry on into the CEO’s domain, ( see reading material at the end) 
When the business is underperforming they blame the leaders , but they are part of the Leadership and therefore hiding behind the messenger status is not good enough, it is about responsibility as well as accountability.. 

Accountants can Lead when they are no longer the messenger but become the message and participate actively in influencing direction and policy, in short, leading.

Accountancy is about creating a domain in which people continually deepen their understanding of reality and accountants can shape this reality.

Exploring Leadership through numbers is almost a contradiction in terms, attempts to explain it can be best thought of as a process or journey, exploring parts of the landscape which are also shaped by their descriptions.

The basic point is this- accountancy is not a representation of the world, it is an educative process through the very process of accumulating data

Numbers and other people’s nervous systems constantly interact, CFOs can only enumerate what they see, but beyond this they communicate in a language of number which is like another set of eyes and ears through which they can coordinate action, this is an enactive view of accountancy in which they lay down the paths for others to follow. They don’t describe the world they create the world

CFOs also therefore  continually create the future through  numbers/budgets/forecasts/ scenario plans/catastrophe plans /stress tests or whatever the latest management speak is used to describe their work. Their willingness to enter into dialogue with other parts of the business to obtain data to help  plan that puts them into this unique position. .

This notion called a ‘Servant Leader’ which has it roots in Eastern Philosophy , is probably the most appropriate definition of leadership which Accountants will understand.

The strengths in Leadership of CFOs comes from within, piecing together the good bits and making sense of your self image is the first part of the equation of leadership, getting others to follow you in the path you have created and the future that you want to see is the other part.

CFOs  can therefore create the Future, this is a priviledge which should not be abused.
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