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CFOs as Leaders of Organizational Innovation

5 ways finance executives can leverage our unique expertise,
and our cautious nature, to advance corporate strategy.

BY SUSAN COSGROVE

he role of the CFO has
evolved dramatically
in recent years as the
business landscape has
become more dynamic, competi-
tive, and complex. It’s no longer
enough for a CFO to focus on the
traditional responsibilities of pro-
tecting the financial security of
the firm and identifying ways to
foster growth. Today, CFOs are
expected to play a broader and
more strategic role by helping
to define and shape the future
vision of their companies, par-
ticularly as new technologies cre-
ate opportunities to transform
market sectors in the blink of an
eye. Central to this is the need for
CFOs to serve as champions of
organizational innovation.

This emphasis on technology
innovation tends to be unchar-
tered territory for many CFOs.
The topic is, by nature, somewhat
nebulous and hard to measure—
which means it can feel contra-
dictory to our responsibilities
as financial stewards of the busi-
ness. However, CFOs are naturally

equipped to find an appropriate
balance between promoting inno-
vation and making ‘safe’ financial
decisions by ensuring that invest-
ments are connected to outcomes
and that the outcomes are focused
on growth and an improved client
experience.

I've had the opportunity to put
these skills to the test as CFO at
The Depository Trust & Clear-
ing Corporation (DTCC). Over
the past few years, we have
been experimenting with the lat-
est fintech innovations, such as
blockchain technology, applied

machine learning, and robotic
process automation (RPA). These
technologies have the potential
to transform how DTCC supports
global markets and mitigates risk
for the financial services industry.

Innovation in finance technolo-
gies has become a touchstone for
our business, and I've made it a
priority to be connected to every
step of the solution-development
lifecycle. From this experience,
I've learned a few important les-
sons that have enabled me to
protect the business while also
promoting ideas that may have
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the potential to steer the organi-
zation in a new direction.

To preserve their organization’s
financial strength, while improv-
ing agility in rapidly changing
marketplaces, finance executives
need to:

1. Lean into, and then break
up, the unknown.

CFOs typically thrive on order
and precision, but embracing
the unknown can lead to profes-
sional growth and business suc-
cess. That’s been my experience
over the years as I've moved from
my early days as an auditor at
PwC to running DTCC’s clearing,
settlement, and asset servicing
businesses, to eventually being
appointed CFO.

Over this professional journey,
| have learned the importance of
effective project management. Set-
ting up checkpoints to mark an ini-
tiative’s incremental successes or
setbacks helps make the unknown
elements of something like tech-
nology innovation more manage-
able. As an example, my firm is
committed to moving processes
to the cloud, including some of
the most critical tasks we perform
for our clients. However, while
our enthusiasm for cloud comput-
ing remains strong, we've had to
modify those plans based on the
current maturity of the technol-
ogy. By creating guardrails and
checkpoints, we were able to iden-
tify gaps with the technology early
on and switch course quickly to
maintain the highest level of secu-
rity and resiliency for our clients.

Leveraging flexible approaches
to project management may also
help increase the CFO’s comfort
with innovation. The Enterprise
Agile methodology, for instance,
has become popular across busi-
ness sectors because it enables
organizations to explore new
ideas faster, iterate based on
regular feedback, empower front-
line employees to make deci-
sions, and experiment and fail
fast.

Another aspect of Enterprise
Agile project management, which
is particularly important during
the innovation cycle, is the con-
cept of a minimum viable prod-
uct (MVP)—that is, developing a
product in discrete, predefined
phases and collecting client
feedback along the way. Such an
incremental approach mitigates
the financial risk of having to
fully fund an initiative that has
an uncertain destination. If an
Agile project’s periodic check-in
determines that some aspect of
it has veered off-course, the team
can beredirected before spending
any more resources heading in
the wrong direction.

2. Seek balance.

Within  the  organizational
parameters for successful inno-
vation, CFOs should promote a
balanced portfolio of projects. In
aggregate, the company’s initia-
tives should be diversified in both
risk and financial return.

The CFO should separate proj-
ects into buckets of ‘must do’
initiatives, ‘flexible’ projects, and

‘fragile’ investments. Projects
labeled ‘must do’ have a predict-
able return on investment (ROI)
and are generally a safe bet. ‘Flex-
ible’ initiatives are those that the
project team can adapt as they
go. ‘Fragile’ investments are the
high-risk, high-return initiatives.
CFOs can guide the organization
toward the right balance across
its technology investment port-
folio, to support both stability
and growth. Allocating sufficient
resources to each group of proj-
ects—must do, flexible, and
fragile—ensures that riskier ini-
tiatives have the safety net they
need to either get under way or
fail.

CFOs can also develop sys-
tems for the organization to use
to measure the success of both
individual projects and the over-
all portfolio. In addition, we can
build processes to better com-
municate results internally and to
clients. Our position gives us the
platform and credibility to help
stakeholders understand each ini-
tiative’s expected (or achieved)
bottom line.

3. Utilize our bird’s-eye view to
define and advocate for innova-
tion.

CFOs are like the eagles of the
organization. We have a bird’s-eye
view across the entire business,
but we can also dive deep into the
financials to understand opportu-
nities that may not be obvious or
clear from the outside.

It’s important for CFOs to capi-
talize on this unique vantage point
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by helping define what innovation
should look like in our organiza-
tions. We are well-positioned to
make recommendations on both
certain and uncertain invest-
ments, as well as to serve as a key
voice when it comes to prioritiz-
ing initiatives. In my experience,
organizations don’t lack for good
ideas, but many struggle to say
“no” or “not now” when it comes
to funding initiatives, especially
those that are considered excit-
ing because they are grounded in
innovation.

The CFO can serve as the hon-
est broker in the room because
we don’t have skin in the game.
Our focus is on ensuring the orga-
nization gets value for its invest-
ments and generates ROI over the
long term. Board members appre-
ciate hearing from the CFO as the
unbiased voice in the room.

The better we understand how
our organizations invest in inno-
vation, the stronger we will be
as advocates for these projects.
To play this role effectively, how-
ever, a CFO must be involved in
the innovation cycle from the
very beginning, in order to help
shape the business case, focus
the collective attention on busi-
ness outcomes, and—as an initia-
tive progresses—provide counsel
on correcting course as external
dynamics or client needs evolve.

4. Encourage a culture of cre-
ativity and selective risk-taking.
A culture of experimentation
and discovery can thrive only
if it comes from the top. CFOs

need to foster an environment
of innovation, across both the
corporate finance function and
the company at large, through
our words as well as our project-
investment decisions. When we
endorse innovative but riskier
endeavors, we're sending a pow-
erful message that will resonate
with our colleagues at all levels
of the organization.

Creating a culture of experimen-
tation and constant learning is a
critical culture shift for acompany,
but it is essential to encourage
employees to flex their innovation
muscles, think creatively about
challenges, and reimagine pro-
cesses to achieve business objec-
tives more efficiently.

Better yet, by providing support
for innovative initiatives, CFOs
can change the perception of our
position from that of a potential
obstacle to funding exciting proj-
ects, to the financial enabler of
creative ideas.

5. Take the long view.

The ultimate goal of a CFO is to
encourage the financial growth
of the business. Although it may
be easier to focus exclusively on
quarter-by-quarter results, we
need to regularly take a step back
to see the big picture. When we
do, we may see that the value of
a particular long-term investment
is exactly what our organization
needs to grow and modernize.

CFOs often live by the num-
bers: It’s our job to understand
the potential financial impli-
cations and risks of different

organizational decisions. On the
surface, this responsibility may
seem like it could curtail our sup-
port for innovation, but the oppo-
site is true. A risky project with a
winding path to success may set
off alarm bells within the CFO’s
quantitative nature. But compa-
nies must innovate if they want
to gain a competitive edge or
achieve an unexpected return.

The most successful CFOs are
those of us who can take the long
view and see the potential of dif-
ferent initiatives, then establish a
numbers-oriented framework to
make the implementation of inno-
vative ideas less risky and more
viable in the short term.
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Depository Trust & Clearing Cor-
poration (DTCC), the premier post-
trade infrastructure organization
for the global financial markets.
Prior to serving as CFO, Cosgrove
led several of DTCC’s businesses
covering clearance, settlement,
and asset servicing.
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