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QUESTIONS 1-5

Section A: The Knowledge
Problem and Incentive Alignment

Is Decision Authority Located Where the Information Lives?

Hayek's knowledge problem is the most underappreciated insight in organizational
design: the information needed to make good decisions is dispersed across the
organization, never concentrated at the top. When capital allocation decisions

are made by executives who are furthest from the information, the result is
systematic malinvestment. This section assesses whether your organization pushes
decisions toward the people who have the best information — and whether
incentives align behavior with desired outcomes.

A. KNOWLEDGE PROBLEM AND INCENTIVE DESIGN

e Capital allocation decisions are informed by input from the @
people closest to the work — field teams, operators, and
front-line manaaers contribute data and recommendations before

e Field teams and local managers have the authority to make @
real-time adjustments within defined boundaries without
reauirina anoroval from executives who lack local context.

a Feedback loops between decision-makers and outcomes close fast @
— when a capital allocation decision produces results, the
peonle who made the decision see the outcome within weeks. not

° Incentive structures across functions (Sales, Engineering, @
Operations, Finance) are aligned to the same organizational
obiectives — no function is rewarded for behavior that harms

e Perverse incentives have been identified and eliminated — the @
organization has audited where incentive structures produce
unintended behaviors that conflict with strategic goals.
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SECTION A SCORE: Total: /25 Average: /5
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QUESTIONS 6-10

Section B: Emergent Order and Subjective Value

Does Your Organization Enable Self-Organization — or Mandate Compliance?

Complex organizations produce outcomes that nobody designed — emergent order
arises from the interaction of many agents following simple rules. The System

CFO creates the conditions for productive emergence rather than trying to

control every outcome through top-down mandates. Menger's insight on subjective
value reminds us that value is assigned by individuals, not decreed by
management — pricing, resource allocation, and strategy must respect this

reality.

B. EMERGENT ORDER AND SUBJECTIVE VALUE

The organization operates with clear boundaries and simple
rules that enable teams to self-organize rather than requiring
detailed ton-down instructions for everv initiative.

Information transparency is high — teams across the
organization have access to financial and operational data
that enables them to make informed local decisions without
There is tolerance for controlled failure — teams can @
experiment, learn from small failures, and adapt without
trinaerina punitive resnonses from leadershin.

Pricing decisions are informed by market signals and customer @
willingness to pay (subjective value) rather than solely by
cost-plus calculations or competitor matchina.

Resource allocation decisions consider how different @
stakeholders (customers, employees, investors) subjectively
value outcomes — not just how management values them
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SECTION B SCORE: Total: /25 Average: /5
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QUESTIONS 11-15

Section C: Time
Preference and Malinvestment Detection

Are You Building for the Long Term — or Propping Up Past Mistakes?

Bohm-Bawerk's roundaboutness principle teaches that more indirect methods of
production are more productive — but require more capital and patience.
Organizations that sacrifice long-term capability for short-term results are
consuming their seed corn. Meanwhile, malinvestment — capital deployed based on
distorted signals rather than genuine market demand — quietly destroys value.

This section assesses your investment time horizon and your ability to detect
zombie projects.

C. TIME PREFERENCE AND MALINVESTMENT

The organization's investment portfolio is balanced across @
time horizons — near-term (0-12 months), mid-term (1-3 years),
and lona-term (3+ vears) — with no sinale horizon dominatina.
Long-term investments (R&D, platform builds, talent @
development) are protected from short-term budget pressure —
thev are not the first items cut when auarterlv taraets are at
Every active project and initiative can articulate a clear @
connection to revenue or strategic value — there are no zombie
proiects consumina resources without producina measurable
Capital allocation decisions are evaluated for reversibility — @
highly irreversible investments receive more scrutiny and
reauire stronaer evidence than easilv reversible ones.
The organization has a formal process for identifying and @
killing malinvestment — projects that were funded based on
optimism bias, sunk cost reasoning, or political influence

SECTION C SCORE: Total: /25 Average: /5
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QUESTIONS 16-20

Section D: Spontaneous
Coordination and System Design

Does Your Organization Coordinate Through Design — or Despite 1t?

The highest-performing organizations coordinate not through command-and-control
hierarchies but through well-designed systems that enable spontaneous
coordination. Clear ownership, transparent metrics, aligned incentives, and

rapid feedback loops allow teams to coordinate without requiring constant
management intervention. This section assesses whether your organizational
design enables or obstructs natural coordination.
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D. SPONTANEOUS COORDINATION AND SYSTEM DESIGN

Cross-functional coordination happens naturally through shared
metrics and aligned incentives — it does not require constant
meetinas. escalations. or manaaement intervention to resolve
Decision authority is located at the level where the relevant
information resides — decisions are not pushed up the
hierarchv for anoroval bv neonle who have less context than
The approval process for resource allocation is proportional
to the size and irreversibility of the decision — small,
reversible decisions are made auicklv at the local level.

When organizational processes are redesigned, the redesign
considers the Austrian principles: Does it solve the knowledge
nroblem? Are incentives alianed? Does it enable emeraence?
The organization regularly evaluates its own design —
structure, processes, incentive systems, decision rights —
through the lens of economic first principles, not just
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SECTION D SCORE: Total: /25 Average: /5

OVERALL ASSESSMENT SCORE

Section A: ___ /25 SectionB:___ /25 SectionC:___ /25 SectionD:___ /25 TOTAL:__ /100 AVG:__ /5
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GAP TO GOAL

Gap-to-Goal Action Plan
Bridging the Gap — Economic Foundations Decision Framework
Transfer your five lowest-scoring questions. For each gap, define the target

state, specific actions, owner, timeline, and success metric. Focus on highest-
impact gaps first.

GAP # Q REF CURRENT TARGET SPECIFIC ACTION TO CLOSE GAP OWNER DEADLINE METRIC
1 Q /5 /5
2 Q_ 5 5
3 Q__ /5 /5
4 Q /5 /5
5) Q /5 /5

ASSESSMENT SUMMARY

Completed by: Date:
Overall average score: /5 Iltems scored 1-2 (critical):
Items scored 3 (developing): Items scored 4-5 (strong):

Top strength:

Most critical gap:

One action this week:

READY TO GO DEEPER?

This free assessment identified your gaps. The Premium System CFO Toolkits provide

the frameworks, templates, and action plans to close them. Visit EfuturesCFO.com
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READY TO GO DEEPER?

This Assessment Identified the Gaps.
The Premium Toolkit Closes Them.

PREMIUM: The Economic Foundations Decision Framework (12 Pages)

The full premium toolkit includes the Knowledge Problem Diagnostic
with decision redesign templates, Incentive Alignment Audit across all
functions, Emergent Order conditions assessment, Time Structure
investment mapping with near/mid/far balance analysis, Malinvestment

Detection inygntory with tqtal %XLR%}@ang}gﬁ&g;iggggpontaneous

Coordination desi emplates, and a seven-question capital .allocation
gystem 8E(5 g]l%anl_zénona |nanceq%ssessme%t%t
decision framework.
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