DIGITAL TRANSFORMATION ROADMAP
Digital transformation beyond
financial management
Evolution of the CFO
Road to success

DIGITAL TRANSFORMATION BEYOND FINANCIAL MANAGEMENT LOOKS AT THE
EVOLUTION OF THE WORKPLACE AS TECHNOLOGY PLAYS AN EVER GREATER PART
IN THE DEVELOPMENT OF THE MODERN FACTORY AND OFFICE AND IMPACTS THE
EMPLOYEE AND EMPLOYER ALIKE

WHERE
WE ARE

By definition what are we talking about?
What is the human story?
Where to start?
What does success look like?

BEYOND FINANCIAL
MANAGEMENT

The world of business is changing at a rapid pace.
And for the finance department, that sentiment
couldn’t be more evident. As we move to a digitised
world, CFO's and finance teams are moving away
from basic tasks such as manually inputting numbers
and reporting on the figures. Now, when it comes
to financial management, they are moving to
interpret real-time data.
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BY DEFINITION WHAT ARE WE TALKING ABOUT?

In case you weren’t aware you’re living through another industrial revolution. There are many different buzzwords applied to this
era, some more nuanced than others.
GE formed the phrase “Industrial Internet” back in 2012 in recognition of the migration from the 3rd industrial revolution, which
had been all about the increased use of computers and micro-processers in the 70s and 80s to bring about automation, over to
the ever greater machine-to-machine communication and the rise in big data analytics.
At that early stage of computerisation few predicted the explosion in micro-electronics which has expanded the use of
computing from the simplistic electro-mechanical interfaces of 40-50 years ago into the intricate machine level relationships of
today.
As we’ve progressed through the last decade we’ve seen the emergence of the Internet of Things, 3D printing, Cloud Computing,
Advanced Robotics, Mobile technology, Smart Devices, Cybersecurity etc. These have created the opportunity to inter-link all
aspects of the supply chain and engage customers and suppliers at a level not previously achievable. It’s also given rise to the
phrase "Smart Factory" to support those industries pioneering in this field.
This has culminated in the use of the phrase Industry 4.0 (or 4IR) to capture what this closer technological integration represents
to manufacturing particularly.

SOURCE: GE Digital : MAKE UK - The Manufacturer organisation
https://www.makeuk.org/insights/blogs/what-exactly-is-the-4th-industrial-revolution
https://www.ge.com/digital/blog/everything-you-need-know-about-industrial-internet-things
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4 key drivers are referred to by Mckinsey in 2016 as being
responsible for the transition from Industry 3.0 to Industry 4.0:
1. The astonishing rise in data volumes, computational power
and connectivity
2. The emergence of analytics and business intelligence
capabilities
3. New forms of human-machine interaction - such as touch and
augmented reality
4. Improvements in transferring digital instructions to the
physical world - eg 3-D printing

All of this sounds great in the sphere of industry whether
engineering, construction, manufacturing or chemicals but in
parallel there has been a paradigm shift in the behaviours
within more service orientated organisations brought about
from a similar dynamic.

Often identified as that of the CFO 3.0 – the new breed of
senior finance executives who no longer have a primary role of
reporting but are now accountable for driving strategy and
taking technological decisions that affect the whole
organisation. Riding the horseback of Industrial Internet, 4IR or
Digital Transformation.

WHAT IS THE HUMAN STORY?
We’re constantly bombarded with new hardware and software
to revolutionise our life. Depending on your birth date you’re
either a “Gen X”, “Millennial” or “Gen Z”. A great explanation of
the differences is found here:

As computer power has increased [Think Moore's Law] and
costs have decreased over consistent time periods in the last
40 years the invasion of the desktop computer, laptop and
now 'smart' device has completely changed the office
landscape and the management of information in white collar
roles. You’ve probably seen and heard it referred to as Digital
Transformation which has become the latest component of
Industry 4.0 to become popular.
Digital Transformation has been described by Jorge Lopez,
research VP at Gartner, as 'Digital Business Transformation'. “It
is the process of exploiting digital technologies and
supporting capabilities to create a robust new business
model,”
In more general terms – the application of technology to solve
business problems. If you get in early there are clear business
and competitive benefits to be won. For example: early
entrants are seeing >10% revenue growth from digitising
products and services e.g.:
a) 47% digitising existing products
b) 44% introducing a new digital product portfolio
c) 42% other digital services to external customers
d) 38% big data analytic services to external customers

And that’s before reaping the benefits of:
e) Improved customer insight through better communication
and understanding
f) Greater product personalisation/customisation at reduced
cost
g) Changes to the margin mix to focus on more specialised
products which make better returns
h) An extension of the customer base and increase in core
market share.

Where you sit sets your degree of exposure from birth to all
forms of computing and digital apps as well as the internet
and smart devices. Those of us who have grown up as Gen X
have become accustomed to the gradual invasion of new
technology in every walk of life. For the Millennial and Gen Z
groups there is no conflict, it’s all a natural part of life.
The younger you are, the more natural it is. Your acceptance
and belief in 4IR and Digital Transformation will be driven by
your personal experiences.
For the vast majority of us in decision making roles we’re in the
Gen X camp and have an innate suspicion of the true value
that technology (on its own merits) can bring to our daily lives.
Some things have obviously improved – remember managing
life with a Filofax when now every device you pick up has your
real-time calendar to hand. Or scrambling to remember to set
the record function to catch this week’s episode where now TV
on demand is second nature.

With seismic shifts occurring in the workplace it’s no wonder
that many of us are wondering how we harness all that is on
offer to build and deliver meaningful, positive change within
the workplace.

Others are less obvious. The ubiquitous and pervasive GPS
function which has given us instant and accurate mapping
and navigation, but which also provides that godsend of “Find
my iPad” or the means to check where your children really are
when they say they’re “out with friends”!

And then there’s the needs of the organisation itself to have
someone steer it through the change process.

As technology sweeps into the office world, so too the benefits
gained vary.

SOURCE: https://www.mckinsey.com/business-functions/operations/our-insights/manufacturings-next-act
https://www.visualcapitalist.com/visualizing-moores-law-in-action-1971-2019/
https://www.information-age.com/gartner-digital-transformation-123478351/
https://www.pwc.com/gx/en/industries/industries-4.0/landing-page/industry-4.0-building-your-digital-enterprise-april-2016.pdf
https://www.financialdirector.co.uk/2019/11/07/a-new-breed-of-cfo-emerging-sage/
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The ability to engage on video calls from any device offer a
means to communicate more effectively with colleagues in
distant offices. It also creates a platform to work from home
but not be completely “remote”, which we have all
experienced over the last few months.
However, there’s an erosion of personal privacy too as you feel
compelled to match the other call members and share your
camera. Suddenly, we’re all very aware of how our homes look
and it means we’re always at risk of being seen; even on those
pyjama/no make-up/bad hair working from home “why
bother” calls.
The changing roles of the leadership team

Amongst this though remains the role of the Senior
Leadership Team (SLT) and the Line Managers to establish
positive work cultures which embrace the new procedures
and focus on employee engagement, well-being and
motivation. For some industries and some companies this will
be a huge change of direction but the reality is much of this is
a central component of the Digital Transformation/Industry 4.0
journey.
Even the inclusion of technology offers many positive changes
in how we deal with modern working pressures, reducing
unnecessary travelling and improving the work/life balance; so
too it brings a myriad of additional business and
organisational challenges.
It’s also clear that the modern employee requires a much
higher degree of “tech” capability than the generation before.
The skillsets of the employees have to include a measure of
technical competence otherwise you risk consuming precious
IT resources. And in this area the Millennials/Gen Z will have
the upper hand. For them tech is second nature, something to
embrace not fear. Something they expect in their workplace.

"The workplace and workforce are going to change pretty
dramatically as we look forward. The entire concept of work is
going to become more flexible. The skills needed in the
workforce are going to be less about IQ and a little bit more
about EQ, because if you think about it, a lot of IQ knowledge
is going to be available at our fingertips through hand-held
devices and the computer and technologies that we have at
our disposal.”
Deborah Henretta
Group President, Asia & Global Specialty Channel, Procter &
Gamble

What can employers do?

Whether millennials are entirely different to previous
generations is immaterial in many ways. The demographic
challenge means that businesses need to deal with the
problem in front of them – that is, to ensure they understand
the millennial generation and are acting to attract and inspire
the best of them.
Business leaders need to:
Understand the generational differences: It’s particularly
important to understand and address generational differences
and tensions.
Get the ‘deal’ right: It’s important for employers to explain
what they are offering a potential employee, but also be very
clear on what they expect in return.
Help millennials grow: Managers need to really understand
the personal and professional goals of millennials. Put them on
special rotational assignments more frequently to give them a
sense that they are moving toward something and gaining a
variety of experiences.

More than ever this means to attract the right skills and to
keep them you have to have a strategy to deliver Industry 4.0
and Digital Transformation.
PWC state:

“Millennials" use of technology clearly sets them apart. One of
the defining characteristics of the millennial generation is
their affinity with the digital world. They have grown up with
broadband, smartphones, laptops and social media being
the norm and expect instant access to information. This is
the first generation to enter the workplace with a better
grasp of a key business tool than more senior workers.”

“59% regard and employer’s provision of state-of-the-art
technology as important when considering a job. They will
habitually use workplace technology alongside their own.
78% said access to technology they like makes them more
effective at work”

SOURCE: https://www.pwc.com/gx/en/financial-services/publications/assets/pwc-millenials-at-work.pdf
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WHERE TO START?
As a senior finance manager or member of a senior leadership
team the tech revolution probably feels quite remote from
your day to day role. But change is coming and coming fast.

“Today’s CFO is transforming into a real-time
analyst. Tomorrow’s CFO will be a visionary. This is
CFO 3.0”
Sabby Gill,
Managing Director, Sage UK

Cloud computing has been moved firmly into the centre of
modern business practice. Digital Transformation unlocked
the door but the Covid19 experiences have pushed it wide
open. We face months of social distancing and changed
working habits which necessitate a rethink to many corporate
IT strategies as the workforce will inherently retain a remote
working bias beyond the next 12-18 months. Twitter and
Facebook have recently both stated they'll continue to allow
remote working as standard within their global workforce.
Those same Millennials and Gen Z we mentioned earlier will
also start to leave further education and enter the workforce
where easy access via Cloud technology will be a pre-requisite
to where the best talent goes.
But moving to the Cloud alone doesn’t convert you to a
visionary.
(2) Challenge the here and now
Gartner comment that to succeed with Digital Transformation
“CIOs must challenge themselves to reinvent the
organisation, the process, or the business they operate."

In January 2019 Gartner stated 87% of senior business leaders
say digitisation is a company priority”. Can you say that
includes you?

If you’re in a financial leadership position today and don’t have
a strategy already then the big question has to be: ”How can I
catch up?” Here we outline 5 simple steps to get you on the
way:(1) Get onto the cloud
The first approach has to be to review the core technology in
the business and assess how you can embrace cloud
computing. And we mean specifically areas such as legacy
ERP, out-dated data analytical tools, disconnected systems,
manual areas of production, service delivery or logistics, all
coupled with fragmented data libraries, weak system
integration and disparate control mechanisms.

Mobility and security issues for those companies not already
invested in technology have been exacerbated over the last
three months as internal IT teams have struggled to create
secure, remote access to on-premise systems for those same
remote workers we’ve just talked about.
In 2017 the Institute of Directors gave 4 key reasons why you
should move to the cloud:
a) Stay Secure - hosting brings greater levels of security 7%
digitising existing products
b) Reduce costs - less maintenance overheads, reduce
office space
c) Embrace mobility - reduced reliances on physical
location for staff to work.
d) Increase collaboration - centralised document storage,
virtual conference/meeting rooms.
e) Disaster Recovery - reduce risk of business interruption
from catastrophic event.
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Gartner talk of “discontinuous learning” as being central to the
process. A rethink on the basic “Stepwise” strategic approach
whereby a broader set of options are explored simultaneously,
modelled and compared, to identify which offers the optimum
outcomes to the company.
Businesses which adopt discontinuous learning achieve 2.25
times the transformation success than typical firms. In doing
so they reduce their reliance on prior experience and historic
learning.

To speed business transformation
think discontinuously
Progressive firms recognise the incremental approach takes too long
and more often than not fails to achieve the desired impact. Try to
learn about the changes necessary for transformation in new ways.
Run a broad range of initiatives that explore potential future states
simultaneously so you can accelerate your understanding of what will
and won’t provide the potential for sustained business advantage.
Gartner calls this approach ‘discontinuous learning’ because ideation
is free from the constraints of current business.
The transformation involves considering four elements of the
business model:1: Value Proposition.
3: Business Capabilities

2: Customer Base
4: Profit Model

Revising them to be suitable for the digital age.

SOURCE: https://www.iod.com/news-campaigns/news/articles/5-reasons-why-youshould-move-your-business-to-the-cloud
https://www.gartner.com/en/executive-guidance/business-model-change

Lack of digital culture and training is the biggest
challenge facing companies

Sage state in their CFO 3.0 paper that,

“78% of finance decision makers view technology literacy skills
as essential to the future of their department.”

Tim Nunno, Vice President and Gartner Fellow, Gartner
Research has stated:

"The secret to digital is analog. By analog we mean people:
people who are collaborative, agile, analytical, innovative,
and who have the ability and desire to exploit emerging
technologies for better business outcomes."

50% in a survey by PWC say lack
of digital training and culture

Gartner: Build a Digital Ready Workforce

SOURCE: PWC 2016 Global Industry 4.0 Survey

(3) Get the right people involved
In June 2015 Mckinsey highlighted that businesses should
“begin today to find the best digital talent”. At that time only
48% of manufacturing leaders considered themselves ready
for Industry 4.0 and yet 78% of suppliers thought they were
prepared.

PWC stated in their 2016 Industry 4.0 review that over 70% of
industrial leaders thought by 2020 they would be at an
advanced stage in building their digital enterprise and yet
here we are in 2020 with a recent Deloitte study highlighting
that only 20% of executives agreed their organisations are
currently ready with just 10% saying "they are making a great
deal of progress identifying, attracting and retaining the right
talent."

And there’s the crux, to become that visionary CFO, to succeed
with the Digital Transformation and to deliver Industry 4.0
requires a whole new skillset. That skillset is likely to be found
in the Millennial (and upcoming Gen Z) workers. Is your
proposition attractive enough to get them onboard? And to
keep them…?
LinkedIn lists over 100 pages of “Digital Scientists” in the
market today. How many do you employ and of those reading
this article, how many actually know what they would do
anyway?
We know that PWC have identified how central "good tech" is
to the Millennials, who happen to make up over 50% of the
global workforce today. Even more so as Gen Z settle in to the
workforce.
Stepping up to be a visionary CFO 3.0 requires a change in the
typical skills and applications being used within the business
as a whole to generate, as PWC state,
“the end to end digitisation of all physical assets and the
integration into digital ecosystems with value chain
partners”.

WWW.X3CONSULTING.COM

(4) Drive the data
Deepening digital relationships by putting customers and
suppliers at the centre of the changes to value chains,
products and services is at the heart of Industry 4.0 and so too
of Digital Transformation. Early adopters have established
successful industrial platforms and gained significant
advantage over competitors. Owning the customer
relationship drives demand.

Integrating platforms that allow access to end users efficiently,
connect the enterprise and the supply chain generate
meaningful data from which to derive real commercial
benefit.
To achieve this, say PWC,
“decisions need to be led with digital analytics and that
means organisational structures have to change to support
data analytics at an enterprise level capability”.

This infers dedicated analytical functions at corporate level
(talent) or in the business unit (operational proximity). Failing
to modernise the infrastructure of the organisation, whether
technical or human, automatically reduces the likelihood of
succeeding to achieve corporate or operational data analytics.

SOURCE: https://www.mckinsey.com/business-functions/operations/our-insights/manufacturings-next-act
https://www.pwc.com/gx/en/industries/industries-4.0/landing-page/industry-4.0-building-your-digital-enterpriseapril-2016.pdf
https://www2.deloitte.com/us/en/insights/deloitte-review/issue-22/industry-4-0-technology-manufacturingrevolution.html

PWC also state,

PWC describe it as,

“38% of companies rely on the ad-hoc capabilities of single
employees whilst 9% have no significant capabilities at all.”

“moving from a product orientated to a platform orientated
approach”.

To really drive the data you have to provide suitable, modern
data analytical tools and couple them with forward thinking
data analysts. You need to build digital trust. This is not a role
for the financial controller. You need digital scientists.

For the modern CFO to become a true visionary it means
mastering the data and analytics with technology and new
skillsets, whilst adapting the business to predict a new future
and harnessing all of that into a new way of organisational
culture which will uncover new opportunities and markets.

Having an effective data strategy means getting ahead by
interpreting
customer
requirements
and
improving
operational performance on the back of it. It means building a
data pool which is secure, controlled and inter-connected and
offers analysts and employees a user-friendly way to extract
value from it.

WHAT DOES SUCCESS LOOK LIKE?
Industrial Internet Industry 4.0, or Digital Transformation. It doesn’t matter which name you pick; either way it means there’s a lot
to do to catch up, keep up and ultimately to lead the way. But the business rewards are access to new customers and more
profitable global markets.
How best to deliver requires some careful planning, some change in thinking and some bold moves. Building a plan for success
need not be as complicated as you think.
If you work on Steps 1-4 then the plan becomes an output not an input. Consider the following:Refresh and replace disconnected IT and promote the freedom that a move to the cloud creates as an opportunity to rethink
the business practices and processes.
Identify with the new ideas which aren’t based on historical performance but from the data reviews that today’s data scientists
can uncover. Initiate discontinuous learning and establish it as a new standard. Challenge the laggards to adapt or move on.
Attract exciting new skills needed to build a data-based business platform by creating an attractive, modern, enriching
environment.
Support these changes by making sure the senior leadership understand how to manage and nurture staff who will often be
remote and keen consumers of technology.
Make the data matter by using big data analytical tools designed for the job and which prove themselves as simple to use,
easy to manage and completely secure.
And finally, keep as the architect to all of this: stay fresh with what's happening, up to date and make sure you have access to
and make good use of the people and technology leading change.

WWW.X3CONSULTING.COM

SOURCE: PWC 2016 Global Industry 4.0 Survey

X3 Consulting can help you manage your business using Sage
X3, reducing operational costs across a global scale and
delivering cloud based solutions today for the industry leaders
of tomorrow.
Sage X3 is altering how businesses compete and grow to
future-proof their operations by delivering flexible financial,
supply chain and production management at a fraction of the
cost and complexity of typical ERP systems.
X3 Consulting team will help your business migrate or upgrade
to Sage X3, giving you the next generation in business
management software for your enterprise to thrive.

All the source information and references for this paper have
been listed on each of the pages for information purposes.
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