A Unique Challenge

Teaching Finance
and Budgeting to Your
Non-Finance Staff

BY FRANCO (FRANK) SACCUCCI

How many times have you explained the same accounting,
finance, budgeting concept, principle, or cycle to anon-finance
colleague—only to have them say, “Oh, you finance people have
your own language?” You're left wondering why your non-finance
peers don't understand. A possible answer is the way in which
finance is explained or taught, rather than the content itself.
Teaching or explaining contentis half art and half science—and
learning the art of teaching and training can at times take longer
thanlearning the science.

Theissuesvary depending on whether you're working with entry-
level, supervisory, mid-management, or senior management non-
finance folk. The staff member’s learning style is also important
when applying the principles and concepts introduced here.
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What non-finance officers say

The entry-level to mid-management
participantsin my “Finance for
Non-financial Managers” seminars
were asked what they’d noticed in
communicating with finance officers
in their organizations. Their answers
fellinto four common themes:

= Time. “They were too busy to give
me the helpIneeded.”

= Language. “Often use of technical
jargon and acronyms.” “Speakin
alanguageIdon'tunderstand.”
“Would prefer layman terms.”

= Explanation. “Giving numbers with
noexplanation on how theyare
derived.” “Don’t understand where
they are getting their numbers
from.” “Didn’t explain accruals
thoroughly.” “Either speak at too
highalevel or are too specific.”

= Changes. “Format, requirements,
or systems for budgeting and
forecasting constantly change.”

Now, let’'s gain some insightinto the
mind of a senior manager. These
senior non-finance managers were
enrolled in a different seminar series,
which was intended specifically for
them.In asurvey, these participants
indicated some of the learning
outcomes they were looking for—most
often, they wanted to fully understand
theintegrated budget process,
platforms, how to use the terminology
properly, and how to make effective
decisions based on the financial
wellness of the organization. In
informal chats, these non-finance
senior managers sometimes jokingly
commented they should know this
stuff by now and had taken the course
togetahandleonit.

The SET principle

Given these comments above,

I've developed a teaching method
based on whatIcallthe SET (space,
enjoyment, and time) principle.
These ideas apply whether you're
answeringa colleague’s questionin
the hallway or teaching a seminar.

SPACE. Some people aren't
comfortable asking questionsin the
presence of their peers for fear of
being embarrassed. If you believe this
isthe case, find a safe space where
youcan have a private, one-on-one
discussion—during a coffee break,
for example.I have found from my
experience that approximately 60
percent of questions are asked at
the break, duringlunch, or after the
seminar.

ENJOYMENT. Noteveryone hasa
finance mindset, nor should they.

To thrive, organizationsrequire
employees from different disciplines.
Asvyouteachor answer questions at
work, remember that all employees,
whatever their specialty, are valued
andneeded, and that we are all both
teachers and students. When teaching
employees who aren't finance officers,
be happy for the opportunity and don't
thinkofitasaburden.

Thismindsetwill help you create

an atmosphere of enjoyment—for
yourself as well as your audience—
which will help staff members enjoy
learning what they need to know
about finance. “Enjoyment/happiness
is positively associated with intrinsic
motivation, whichis a personal drive
tolearn.” To the degree possible, don't
try to teach someone when youare
rushed or unsettled; wait foratime

when you can show your care and
interest. Your staff or peer will notice
your attitude immediately, and it will
contribute to theirdrive tolearn.

TIME. Research shows that
teachers are more effective

when they make several shorter
presentations (instead of delivering
alotofinformationin one long
presentation). From my experience,
I've found thatit’'s best to stop
talking and teaching after seven
minutes. For example, if you plan

to share three points orlearning
outcomes, doitin three sessions
where you talk for amaximum of
seven minutes atatime, with time
between each session.

Our own FASB principle

My FASB principle (flow, accuracy,
strategy, and behavior) may help you
explain many areas of finance. When
asked toidentify the mostimportant
learning outcome they wanted to
achieve in my “Finance for Non-
financial Managers” seminar, atleast
65 percent of the participants over
the three yearsItaught the course
indicated that they wanted to be
better at budgeting. Below, I'll explain
my proposal on how to use the FASB
principle for budgeting.

FLOW. Entry-tomid-level non-
finance stafflikely know how to place
specific numbersin ashared Excel
sheet orthe drop-down fieldinan
ERP system. Senior non-finance staff
can probably conduct some direct
budget analysis, asfarasadollar
amount perline item, and explain the
big picture before drilling down to the
details of how to do something.
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For example, youmay want to
illustrate how the overall flow of all
the budget schedules connectand
how the budget numbers are part of
the big picture. This will encourage
non-finance staff members to

be more engaged and strive fora
better understanding of budgeting.
“Everyonein the organization must
see and understand the big picture.
Ifthey are only informed on what
they mustdo and not the why behind
it, the budget process may not be set
up for success.” The extent to
which you show the flow—for
example, the difference between
the operating budget and cash
budget, and how decisions are
affected by both—will depend on
where they are on thelearning
curve and in the organization.

ACCURACY. Teachingaboutbudgeting
provides an excellent opportunity to
stress the importance of accuracy.
Thisisyourchance toreinforce the
concept of “garbage in, garbage out.”
We allrealize that the budgetis
commonly increased because of
inflation and salary adjustments.
Askvyourself, then, if the staff member
you're teaching can identify and
trackthe costdriver and how costs
behaveinrelation toit. (More on cost
driversin afollowing paragraph.)

Some staff members have the
tendency to automaticallyadd a
certain percentage to the existing
budgetline items, an approach they
mightbe taking so they can finish
the taskand send the data onward.

If yoususpect thisis the case, share
the Rule of 72 with them. Thisrule
illustrates the idea thatif we increase
the budgetline by, say, four percent
eachyear, thatbudgetitem will double
in18vyears (72 divided by 4 percent).

(The actual math behind the rule will
create a slightly different number,
buttherule explains the situation
well enough for the layperson.) The
Rule of 72 usually creates alightbulb
moment. End the conversation with
areminder thatmany stakeholders
judge us on the accuracy of our budget
when compared to the actuals.

STRATEGY. Irecently delivered a
seminar called “Building Better
Business Cases,” attended by
various municipal employees at

the supervisory level. When asked
ifthey could identify one of the
components of their municipality’s
strategic plan that their department
directly contributes to, atleast 20
percent of the participants couldn't
doit. Youneed tohelp find thatlink
forthose whocan'tdoitontheir own,
since governments need informed
staff members to help reach their
goals. Askyourselfif the systems
arein place to supportemployees
inmeshing with the organization’s
overall strategy. If not, determine
what can be obtained or developed.®

Knowing your government’s internal
environment, including strengths,
weaknesses, and processes, help you
teach to where the baris now and
then to helpmoveitup. The external
environment—like any external
pressure points thatimpactand shape
the budget—might notbe apparentto
the supervisory staff, so help shed
light on the reasonresourcesare
allocated as they are.In seminarsI've
delivered, 60 percent of the municipal
non-finance participants lacked
knowledge of their municipality’s
financial position, including debt
limit, committed and uncommitted
reserves, accumulated surplus, and
cash versus operating budget.

Askyourself what staff members
need to know about the financial
statements. Understanding how
their departmental budgetlinks to
strategy, environment, and financial
position will likely provide a greater
sense of ownership and engagement.

BEHAVIOR. Havingan
understanding of how costs

behave also makes people better
atbudgeting. Start from the basics
of variable and fixed costs. Non-
finance people are likely trying to
malke sense of cost terminology such
asvariable, fixed, direct, indirect,
common, administrative overhead,
allocated, accrued, amortization/
depreciation, and more. To be

an effective teacher, youneed to
understand the challenge your
non-finance peers may have with
terminology—so use and choose
your terminology carefully. Stay
focused on cost terminology needed
for them. Provide specific examples
relating to the budget items staff
members are responsible for; using
asmall two-dimension graph of cost
versus activity may be one option.

Gamification might help

A colleague and I wrote a textbook
chapter on using simulation and
gamification in teaching managerial
finance.* Youmaynotthink you
have enough time to use simulation
games—and youwouldn'tbe alone
inthis. “There are some drawbacks
with educational simulation games,
whichinclude everyone’s time

and lack of familiarity with the
simulation game."®

Toaddress thisissue, we designed
agame that can be completed in
lessthan 20 minutes (CPA Alberta’s
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Education Fund provided the funding
to createit). It could be appropriate
foralunch-and-learn scenario or as
partofalargerlearning opportunity.
The game calls for team members to
estimate how many pieces of tape
and how much time they’'llneed to
cutand tape a paper house together.
Once the estimates are done, all the
teams startatthe same time, and
when they're done, they compare

the actual material and payroll costs
to the budgeted amount, followed

by calculating and explaining the
variances. It takes the mystique out
of budgeting and allows employees to
experimentwith variance analysis
and torealize how proper variance
analysis can contribute to the next
cycle of better budgeting. Find the
game at gfoa.org/materials/unique-
challenge-gfr1121.

Conclusions

When teaching finance—or any other
subject—in the workplace, keep in
mind these tips: Find the suitable
space for you and the learners; enjoy
the opportunity to teach and transfer
knowledge to someone; and make
several shorter presentationsrather
than onelongone. When you're
teaching budgeting, show the learner
the big picture and how their budget
inputand accuracy fit the overall
strategy. We are all spokes in the wheel,
and when we're well-aligned, the wheel
turns seamlessly. Better budgeting
helpsnon-finance officers understand
cost behavior. So, are you game to use
the SET principle for the new FASB? F§
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