CFOs, Don't Forget Your Performance Management Role!
Here are some tools to help.

Robert W. Lauridsen, Ph.D. and Kyle A. Park, CFO

Strategist, planner, fundraiser, motivator, integrator and facilitator — these are just a few of the many roles
CFOs play in today’s fast-paced company. Another role, often overlooked, is that of producer or the executor
of strategy. We know that leaders and their employees devote significant time, energy, and human and
financial capital to achieving their strategic goals, yet over 90% fail to implement their strategies. It’s clear
that new perspectives and tools are desperately needed if companies are to succeed in this highly competitive,
change-filled environment.

Timothy Koller and Jonathan Peacock, in their McKinsey Quarterly article Time for CFOs to Step Up note,

The chief financial officer’s job has become more complex in recent years as mergers and
acquisitions, financial structuring, and managing relations with investors and analysts have demanded
increasing amounts of time and attention. At the same time, the potential value that the CFO adds in a
more traditional role—as guardian and leader of good planning and performance management—has
lapsed into neglect. Today, as business fundamentals and credible accounting become the new
touchstones by which investors judge corporate quality, many companies would benefit if the CFOs
gave renewed attention to helping chief executive officers understand the performance of their
business and to evaluating critical strategic decisions.

Koller and Peacock warn that there are no magic bullets that make improving a company’s performance easy.
However, developing a method that works for your company is doable. Our intention in this article is to
provide a high-level overview of a proven performance system that improves productivity and accountability
within any company — large or small, public or private.

The Role of Producer

In the role of producer, a CFO’s typical daily responsibilities include working on multiple corporate initiatives
in addition to numerous projects with complex interdependencies. In order to move initiatives and projects
forward, you are continually faced with the challenge of motivating various levels of employees with varying
skill sets and agendas. All too often, there is a breakdown in productivity or the collaborative chain. The pain
of breakdown is not unfamiliar. The cost of a “blown hand-off” or a failure to coordinate can be catastrophic.
Many leaders are wondering how to put tools in place so they can get things done consistently. Leaders at all
levels constantly ask us:

How do I bridge the chasm between my commitments and the level of execution | am getting?
If execution is 90% people and 10% technical, how do | deal effectively with the 90%?

Given the increasing amount of work | have to do, how can | make my day more effective?
How can | get people to do all the things they promise they will do? How can | manage HR
performance?

How can I reduce my own stress level?

What can | do to get visibility into all the projects, initiatives, and processes | have going on?
» Who can | trust?
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Each of these questions is critically important and unfortunately management science has not kept up with the
changes you face. The nature of your work calls for new perspectives and new practices, that in most cases,
have not been taught or institutionalized. Ignorance of what is actually needed has cost many leaders and
managers their positions and seriously obstructed their career paths.

A System That Works

The System we will share here is not complicated, yet it is profound. The System offers a new leadership and
management frame of reference (perspective), along with positioning tools to help you leverage your power
to get things done through others. You will also learn about a set of interaction tools to drive productivity.
One manager said about this System, “We needed a common denominator -- a System, complimentary tools,
and a common understanding -- for getting things done and this System does that.”

In this paper we can only touch on a few of the elements at a high level but our objective is to leave you with
an awareness that there is a system available to you that can make your life easier and optimizes your chances
of success by achieving your goals.

Frames of Reference

First, it’s important to become aware of your present leadership and management perspective before you can
see how a new perspective would increase your effectiveness in your current role of CFO.

Frames of Reference
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Our frame of reference is the building block for what we see, think, say and do but it lives in the background
so we don’t see it operating. It tells us what to look for, what to focus on, how to make sense of things, and
what to do and say next. It gives rise to our patterns, practices and habits and at work, it influences how we
typically approach people, projects, problems and issues.



In the above diagram depicting our understanding of work, we see two perspectives (or frames of reference).
One is task and activity based and the other is commitment based. Our traditional understanding is that work
is a collection of activities in which inputs crate an output that is of value to the customer. We usually don’t
notice that we live in an activity-based society or that we are “task oriented.” This is typically how we run
our day to day lives. In the workplace however, what is missing and very much needed is what we call a
“commitment context.”

The new perspective is what we call commitment-based management and opens a whole new way of
leading and managing, not previously available. Work can be understood as networks of internal customers
and performers requesting, offering, committing and reporting work done. Center stage is given to human
interactions in which people request work and agree on what will be done, who will do it and when it will be
done. The System provides a commitment context and a mechanism to assure each person (internal customer)
is satisfied for the sake of external customer delight.

In the wrong frame of reference, even the right actions do not work. More effort does not produce a
commensurate increase in results. No matter how smart you are or how successful you have been in the past,
you cannot develop powerful strategies and effective plans when you are working in the wrong frame. A now
classic example is the shift from mechanical to digital watch mechanisms. No matter how hard they worked,
those in the mechanical model environment failed to keep pace. When people begin to understand the nature
and effect of frames of reference on their thinking and action, they can see why they are so often unable to
succeed or even sustain the momentum of their own past success.

Most CFOs who see our chart quickly realize that they typically operate from Frame #1. What does this have
to do with being a CFO and operating in the role of producer you might ask? In the next sections we show the
basics of the System so that you can see for yourself how operating in Frame #2 -- that is, setting up and
leading in a commitment-based system, can greatly impact your competence to get things done.

Positioning Tools

When working in a commitment-based productivity system you of course have to have commitments.
Typically people, accept an assignment, roll up their sleeves, and go to work. Sometimes this works and other
times, it simply leads to a lot of effort that ultimately results in failure. The question is then,, “To optimize the
chances of this group succeeding, what needs to be in place before everyone goes to work?”

Positioning is about having managers set up their goals or objectives in a commitment context (rather than
simply doing tasks and activities) that will support future interactions thereby leading to the successful
accomplishment of those objectives. Managers must do this prior to beginning to work on fulfillment of the
objectives. Positioning Tools help the manager set up a context for optimizing success through effective
interactions.

In business, we often take it for granted that we understand each other. We assume that our colleagues
already know what we need, want, expect, and value in relation to how we should work together. Often that
assumption is wrong. To gain clarity in your interactions, we recommend that you consider using one of our
positioning tools -- Operating Agreements -- to set parameters for how your group will work together. Such
agreements help to define how people will share information, collaborate and coordinate actions for the sake
of accomplishing shared goals. The agreements provide a structure or framework for what people will do and
not do. Teams or groups can then quickly handle productivity breakdowns and maintain healthy work
relationships.



Setting up your Operating Agreements doesn’t have to be difficult. Here are some simple steps to follow.

Agreements that Foster

Commitment

Get your people together and share your understanding of
Operating Agreements.

Have them write down what they view as the most important
agreements for working together.

List these suggestions on a flip chart.

Once you have everyone’'s i nput
each item to see'if there is agreement: Allow for conflicting

points of view, letting people talk about their concerns. If you

run out of time, come back to the list at another meeting.

Continue to discuss until you get buy-in for the guidelines and
a solid commitment from each person.

Have the Agreements printed, then everyone signs.
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Here is an example of the agreements the authors developed with an executive team.

Operz;[fifﬁg Agreements
ea sampl e

% We commit to continuously generate an accountability culture and
use the committed communication system.

=~ When we commit to certain goals/objectives we will treat those as
top-priority and we will not change course on our own. (Alignment)

“'We intend to support each other 6s

the team, using negotiation when we are overloaded. (Integration)
“IWe agree "0 keep €eoOommit mentisSwi t h
our hando 1 f somet hi ng goes wWrong
% We will clarify roles, responsibilities and authority so people have
clarity about their job.
- We agree to hold each other accountable to our group determined
operating agreements.
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It has been observed that a previous failure to develop Operating Agreements resulted in the loss of leverage
available to managers and often led to dramatically lower motivation, commitment and overall productivity.
After instituting the Operating Agreements noted above, productivity and morale greatly improved within
those same companies.



Interaction Tools

The compliment to positioning is interaction. In fact, it could be said that the lifeblood of an organization is
interaction -- people working together to get things done. Productivity depends on people’s competence to
work on their own but also their ability to work with and interact with others. Simply put, “good stuff and bad
stuff” comes from those interactions.

The Three Cornerstones

Goal Alignment

Accountability Integration
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As a CFO, you are undoubtedly called upon in times of breakdown, conflict and misunderstanding. The
authors found the Cornerstones Tool especially helpful in these moments. This tool focuses on three areas of
productivity: Goal Alignment, Accountability and Integration. Simply identifying which cornerstone needs
further exploration, often can lead to a quick understanding of the cause of the problem and a successful
intervention.

Consider that productivity is the interplay of Alignment, Integration and Accountability and that if one is out
of sync, the others are likely out as well. Here are some examples of misaligned Cornerstones:
> PeopleareAl ECT AA AtBeoopebation @ otlel,benAAT 6 0 AAI EOAO. 11
(Integration Cornerstone)
> Fellow employeesseem to ke supportive, make a commitmentandOE AT AT 1.6 0 AAI [
(Accountability Cornerstone)
» People can be supportive and committed and misdirectedAlignment Cornerstone)

Why do these Exercises?

Companies that do not comprehend that they must work on their “production machine” while delivering their
product will fall by the wayside. Mark Morgan, et al., in Strategy Execution, calls this dual approach working
on the business while working in the business. With this in mind we developed a System that would address
both aspects of today’s unique CFO leadership and managerial challenges and have shared it with you.



The competitive advantage provided by this System will allow you to take your company or department to
new levels of innovation and productivity. This may seem bold but we don’t say it lightly. CEOs, CFOs, VPs,
directors and managers have successfully learned, implemented and benefited greatly from it.

Some benefits achieved by such leaders include:

> Increased financial returns

» Greater employee alignment and commitment to overall goals

» An unrelenting focus on strategy, leading to increased productivity and innovation
» Improved collaboration and coordination of action

» Increased ownership, morale and satisfaction

CFOs have any number of roles they can play in any moment. According to some authors, the role of leading
performance management has lapsed into neglect. In this paper, we’ve offered a leadership perspective that is
commitment-based along with a sample of one of our Positioning Tools and a quick peek at an Interaction
Tool. As previously noted, our intention was to develop your awareness that there is a system that can make
your life easier and optimize your chances of success in driving performance.

For papers and more information: Contact Dedi Hanson at 408 356 2141 / dedi@lauridsengroup.com
or visit us at www.lauridsengroup.com
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