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Foreword

Building on the success of our previous edition, we are pleased to present the
latest annual edition of ViewPoint—a collection of insights and perspectives
developed by our expert consultant teams throughout the past year.

Over the course of the year, we have explored key challenges and opportunities
shaping the business landscape, offering practical guidance in Strategy &
Business Development, Digital Transformation, Strategic IT, and IT Sourcing &
Procurement. The response to our insights has been overwhelmingly positive,
reaffirming the value they bring to our clients and readers.

At Opticos, we believe that staying ahead in an evolving business environment
requires continuous learning and informed decision-making. Our commitment
to thought leadership is rooted in this belief, and we will continue to invest in
research and expertise to provide actionable insights that help organizations
navigate complexity with confidence.

As we look ahead, we remain committed to advancing thought leadership,
ensuring that ViewPoint continues to provide relevant, independent, and
execution-focused perspectives. Our goal is not only to inform and inspire but
also to spark meaningful conversations that drive impactful decisions.

We sincerely appreciate your engagement and trust in Opticos as your
knowledge partner. If you find value in these insights, we invite you to subscribe
to our ViewPoint initiative at www.opticos.se

Fredrik Hallberg, ceo and Rickard Holmkuvist, coo
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Implementing and Maintaining a

Global ERP Solution

In today’s business environment, even traditional
mid-market organizations have become global enter-
prises. More and more companies are implementing a
global ERP to drive optimization and integrate data and
information across multiple countries into connected
applications. Developing and maintaining a global ERP
solution comes with its own set of challenges — but
with the right ERP strategy, companies can navigate
through the barriers to meet their objectives.

For any organization, the typical goals of a global ERP
Implementation can be as below:

e Standardized business processes on a global level

e Improved data quality and consolidated reporting

e Simplification of the IT landscape and reduction in
operating costs

Before embarking on the ERP implementation journey,
organizations need to have a clear vision of where they
are and where they want to be. It is a huge transfor-
mation effort and involves significant changes to busi-
ness processes, technologies, and culture. The success
of the implementation does not solely depend on the
technical aspects. It also requires detailed attention to-
wards organizational change management.
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The ERP universe is ever-expanding, but ERPs can only
deliver results when the fundamentals are in place. An
executable strategy can maximize your return on in-
vestment and set your organization up for long-term
success.

ERP strategy

A pre-study or a conceptual phase is often carried out

to prepare for a large-scale ERP implementation exer-

cise. In our experience, a conceptual phase can help in

defining the scope, goals and expected outcome that

can be communicated to all the internal and external

stakeholders. Some outcomes are as follows:

e Clearvision and blueprint of business needs, align-
ment of all stakeholders

e Final scope, time plan and roadmap for the imple-
mentation exercise

e Program Methodology, Governance and Team
Structure

e Sourcing Principles and Strategy

e Data Strategy and Key Design Decisions

1. Sourcing strategy

ERP programs are often very large investments for or-
ganizations and are associated with operational and
financial risk and are a driver for major change. That is
why it is essential to form a solid strategy for sourcing
an ERP implementation partner(s) early on. There are
many factors to look at — for instance, make versus buy
strategy, pricing model, sourcing objects, supplier ca-
pacity, and capabilities to engage the right partner(s)
in a timely manner and to help deliver on the transfor-
mation objectives.

Stakeholders.

Executive Management

Senior Managers

Managers and Employees
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These areas are generally part of an ERP Implementa-

tion Partner Sourcing Strategy:

e Strategic Drivers or Business Value

e Sourcing Direction (Sourcing Objects, Supplier Se-
lection, Make or Buy decision)

e Application Maintenance and Support Services

e Program Governance

e Commercial Engagement Model

2. Data and reporting strategy

Today, many organizations are flooded with data

and are looking for better ways to develop real time
reports and insights. Technologies are often imple-
mented without yielding the envisioned results and
become overly complex to maintain. Why? To put it
simply, it’s the lack of an overall data and reporting
strategy to integrate, synchronize and govern. What'’s
more, while companies are inundated with data,
much of that data is in disparate, non-integrated
systems. Master data can be all over the map in global
organizations with layers of different ERP systems. For
multinational enterprises, this issue is further ampli-
fied by the number of subsidiaries.

A robust data and reporting strategy — focused on
clean, consistent, and well-defined data — can assist
companies to drive growth and overall competitive-
ness. To build a successful ERP data and reporting
strategy, companies must start by accounting for
different stakeholders across the organization.

Tactical Reports and
Financial Metrics

Exhibit 1: Data & Reporting requirements of Stakeholders involved
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Program methodology:

ERP implementations are often multi-year initiatives
that involve significant capital investments, long-term
planning, and business process re-engineering. The
implementation approach you select for your compa-
ny must fit your company’s complexity and culture to
maximize the chances of a successful implementation.

Many companies try to derive the best values out of
different methodologies to identify a best fit for their
organization. For instance, a waterfall approach can
provide good structure and milestones which can then
be combined with agile within each phase to iteratively
create the phase deliverables. It is always a good prac-
tice to maintain an MVP mindset and try to get user
feedback as early and frequently as possible.

e Fit to standard: Organizations now view ERP as
a backbone for their operations. ‘Fit to Standard’
is hardly a new concept but there is a renewed
focus on it as companies strive to reduce cost of
ownership, implement best practices and create a
clean core solution. A stable core is essential as it
is relatively easy to add niche capabilities on top.

A Business change impact assessment, while build-
ing the strategy, can assist organizations to study
existing processes and identify what they can or
cannot live without. If needed, only the truly es-
sential processes should be customized. This can
give organizations a better control over their IT
landscape and make way for easier governance.

e Global template: When you finally make the deci-
sion to implement an ERP solution, there comes a
point when you need to decide whether deploying
a global ERP template across multiple sites, divi-
sions, and regions is worth it. The answer to this
guestion can drive the overall strategy of design,
development, and deployment decisions along
with the long-term support services going forward.

International organizations often have non-stan-
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Diverse Operations, Centralized
Organizations

Rollout Risk: Moderate

Homogeneous Operations,
Centralized Organizations

Rollout Risk: Low

Degree of Localization in
Businesses

dardized business processes and deciding to imple-
ment a global ERP system across any enterprise is
not easy. For one, the decision to globalize or local-
ize isn’t black and white. While standardization al-
lows to scale for growth by consolidating business
processes and driving operational efficiency, orga-
nizations also need the flexibility to serve diverse
customers, employees, economies, and regulatory
bodies. Striking the right balance between stan-
dardization and flexibility thus becomes essential

Program management and governance

Any ERP implementation is a complex and costly un-
dertaking that requires careful planning, execution,
and monitoring. Project management and Governance
are thus key factors that can determine the success
or failure of an ERP implementation. With global im-
plementations, the complexity for the program man-
agement teams is higher as several projects run in
parallel across different regions. Additionally, there
may be several implementation partners working si-
multaneously leading to multiple participants and
a need for an even better coordination. Organiza-
tions, thus need to have a set of governing principles
that help them define the PMO teams and structure.

A key aspect of ERP project management and gover-
nance is to monitor and control the progress and per-
formance of the project. Organizations need to use
appropriate tools and techniques, such as dashboards,
reports, meetings, and feedback to monitor and con-
trol the project. PMO needs to track and measure the
key performance indicators (KPIs) and milestones of
the project and compare them with the baseline and
expectations and communicate it with all stakeholders
—internal or external.

Diverse Operations, Independent
Organizations

Rollout Risk: High

Homogeneous Operations,
Independant Organizations

Rollout Risk: Moderate

Exhibit 2: Risk for Global Template Rollout
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Another critical aspect of ERP project management
and governance is to ensure the quality and testing of
the ERP system. You need to verify and validate that
the system meets the functional and non-functional
requirements and complies with the standards and
regulations. It is important to involve the end-users,
business owners, and vendors in the testing process,
and document and resolve any defects or issues.

Change management is critical

Human factors like organizational behaviour and
training are often ignored but are just as crucial to a
successful ERP implementation as addressing techno-
logical requirements. Local entities may be extremely
resistant to globalized processes. They need to under-
stand the reasons for transformation and how it will
personally benefit them.

It’s important to create a communication plan that ad-
dresses how, when, and where you’ll communicate key
updates. This includes adjusting your messages as re-
quired to accommodate different languages, cultures,
and time zones. Communication is just one part of or-
ganizational change management.

A plan at the local and global levels is needed to ensure
your organization is prepared for a global ERP rollout.
Without properly training employees across headquar-
ters and local establishments, it is nearly impossible for
a global ERP rollout to occur smoothly.

Throughout the ERP programme, change management
needs to ensure that organizations, leadership, and
employees are:

e Clear on how the change will impact the existing
ways of working

e Aware of why the change is needed and what are
the benefits of change

e Ready, willing, and able to implement change

Application management services

Creating or implementing an ERP is not the end and
organizations need specific expertise, robust operating
methods and tools that seamlessly enable work across
a global team environment. Decisions around AMS can
have a profound impact on the total cost of ownership,
user satisfaction, solution agility and ultimately the
success or failure of the ERP solution.

Organizations should look to prioritize AMS while de-
veloping the ERP sourcing strategy and evaluate the
benefits of different available options — Developing an
in-house team, using an external supplier or a combi-
nation of the two.

Guiding you through your organizational change jour-
ney

A global ERP implementation is not just a technical IT
project but a huge change effort. It is an organizational
journey leading to new ways of working. Organizations
therefore need to create a business change program
and mobilize a team to focus on communication and
change strategy.

While you may want to rush into it to maintain a com-
petitive advantage or keep up with shifts in customer
demand, it is important to ensure your business is pre-
pared for this endeavour. The key is to create a balance
between central and local requirements, prioritize
communication, and strategize the rollout.

Drawing from our extensive client experience and
proven methodologies, we can guide your organiza-
tional journey from strategy to implementation and
support.
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Navigating Sustainable Transformation:
Responsibilities Across IT, Purchasing,
and Supply Chain Departments

Introduction

As the EU is preparing to transform into a greener fu-
ture and with new directives being binding for member
states, organisations will have to adapt both their daily
operations and overall strategy. A holistic approach is
important as IT, Purchasing, and Supply Chain Depart-
ments will play a critical role in assuring compliance
with the new set of policies and initiatives becoming
reality within the next years.

This article explores how your organization can navi-
gate the tangled regulatory landscape following the EU
Green Deal and introduces you to valuable tools and
frameworks to get you started in your sustainability
journey.

Traversing the terrain of the EU Green Deal

Going back to 2020, the European Commission ap-
proved The European Green Deal which comprises a
series of policy measures designed to steer EU on the
path to a green transition and achieving climate neu-
trality by 2050.
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The regulation was provisionally approved in Decem-
ber 2023 by the European Parliament and will be grad-
ually implemented until 2030. It will affect both B2B
and B2C businesses for most products on the market
by requiring sustainability data across the value chain
in the product passport. It also offers recycling guid-
ance for secondhand transactions.

In parallel, in March this year the CSDD (Corporate
Sustainability Due Diligence) was also provisionally ap-
proved and in January 2023 CSRD (Corporate Sustain-

corporate both sustainable social- and environmental
elements into their operations. The overarching goal
is to guarantee that corporations commit to and take
responsibility for their economic, environmental, and
social impacts. It will be of particular importance to
ensure compliance in the whole supply chain including
the sub-suppliers.

CSDD will be implemented in multiple phases start-
ing with large-sized corporations inside the European
Union as stated down below.

ability Reporting Directive) came into force. Together,
they are the foundation for stipulating the importance
of corporate responsibility and sustainability in busi-
ness operations, particularly focusing on supply chain
sustainability. The CSDD will obligate businesses to in-

* * * * * *
* EU * * EU * * EU *
* * * * * *

* gk * gk * gk

5000 Employees 3000 Employees 1000 ETponees 1000 ETponees

+ +
€1.5 billion €900 million €450 million €450 million

Group 1 Group 2 Group 3 Non-EU Companies

3 Years to comply 4 Years to comply 5 Years to comply (Within EU)

Figures as of 2024-03-11 and might be changed by EU

CSDD is closely related to the CSRD, which aims to replace and improve the existing NFRD (Non-Financial Reporting
Directive). CSRD will increase the scope of NFRD to a larger extent of corporations, including publicly listed and large
private corporations as stated below:

Group 1 500 Employees + NFRD
.EEEE. 250 EmlployeeSOSé‘
EE E% Owjllion+ T
GrouP 2 B 5 miljion in assets
* *
* *
) O ¢
SMEs listed’on an
SMEs EU-regulated
market
Non-EU e Non-EU companies
. T with €150 million+ TO
Companies E T in EU
13 ViewPoint Annual Edition 2024



CSRD requires corporations to report on environmen-
tal, social, and governance (ESG) aspects per ESRS
standards. The directive will require a number of ac-
tions including (but not limited to): Publicly report-
ing on efforts to address risk related to ESG, taking
responsibility for upstream and downstream supply
chains, performing double materiality assessment, and
conducting third-party audits by accredited auditors.

In summary, the EU is expecting corporations to ad-
here to and report on a large set of targets related to
sustainability to reach the 2050 goals of climate neu-
trality. In the next sections, we will walk you through
how your organization can be prepared.

Sustainability regulations from a Sourcing perspec-
tive

Clearly, the EU Green Deal initiatives are steering cor-
porations to increase both strategic and operational
sustainability efforts. With organizations being forced
to disclose ESG impact and monitor activities regular-
ly to reduce and remedy any environmental or social
harm; sourcing will play a crucial role. At Opticos we
have curated a “Sustainable Sourcing Approach” to
help Sourcing departments aid their organizations in
their compliance work by the following three pillars:
Ensuring transparency, executing due diligence-fo-
cused outcomes, and Enhancing sustainability as a
“way of working”.

Opticos triple sustainable sourcing approach

2. Execute due
diligence focused

outcomes » Raise the standard
for supplier
« Be the enabler of management to

1. Ensure transparency

« Supplier
relationships needs
to be contracted in
a way to ensure
firm and reliable
sustainability data.

RFx processes
needs to be

supplier focused
Due diligence
related activities.

« Source to design
of corporate 4
Sustainability ;
programme. /

Along with ensuring compliance with the new regu-
lations throughout your sourcing processes, Opticos
supports and empowers your company to proactively
embrace sustainability throughout your organization.
We help you align your sourcing strategy with the en-
vironmental and social sustainability obligations that
come with the new legislation and help your organiza-
tion reach its sustainability objectives.

Complementing the triple approach, Opticos has iden-
tified a multitude of activities, guiding the way to Sus-
tainable Sourcing, together outlining a framework that
can help your sourcing department adhere to the due
diligence activities.

In the Sustainable Sourcing framework, two critical per-
spectives of sourcing activities come into play: Sustain-
ability Compliance and Corporate Sustainability Target
activities. The former is a reactive approach, focusing
on adhering to legal requirements. The latter, a more
proactive approach, goes beyond mere compliance. It
involves investing in sustainability as a value for your
company, striving for excellence rather than solely
meeting obligations. By adopting our framework, your
Sourcing department can achieve compliance while
maintaining a forward-thinking, proactive approach.

3. Enhance
Sustainability as a "way
of working"

» Procurement
department can on
its own enhance the
Sustainability profile
and impact of the
company.

include ongoin
management of the
Sustainability issues.

S

enhanced with

transparency 4
requirements and /
evaluation. J

w

_____

Exhibit 1: Triple Sustainable Sourcing Approach
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Opticos sustainable supply chain assessment

The new regulations stemming from the EU highlights
the importance of transparency and accountability in
the entire value chain. The supply chain departments
must thus comprehend the expectations set forth and
acknowledge the important role they play in this con-
text.

An initial supply chain assessment can provide valuable
insights as well as form a baseline for evaluating the

current state of supply chain sustainability readiness
and maturity. In addition, identifying and recognizing
critical elements can help shape dedicated actions, or
as a minimum, a firm understanding of the organiza-
tions risk profile supporting the relevant initiatives on-
ward.

Exhibit 2 below displays Opticos framework for ESG as-
sessment from a Supply Chain perspective with a focus
on Environment, Social, and Governance.

Assessmenl Perspeclives

Sustainability « Sustainability ambition and target breakdown to Supply Chain perspective.
strategy and « Supply Chain metrics definitions and reporting procedures from a sustainability perspective.
ambition « Overall Supply Chain strategy and development plan alignment with sustainability targets.

Organizational
structure and
capability continuous improvement.

Current and future capabilities and competence requirements.
Process alignment with sustainability compliance (regulations) incl. monitoring and

Roles, responsibilities, and mandates.

Risks, constraints, « Legal and regulatory requirements impacting Supply Chain activities, incl. reporting.

and critical

elements in Supply Chain.

to sustainability/ESG.

Identify major constraints, critical elements, and pain-points concerning sustainability efforts

Sustainability risk management process and principles, incl. identification of key risks related

Monitoring

Traceability requirements and lifecycle transparency.

and traceability « Information management and quality control, incl. data availability and accuracy.

requirements

Exhibit 2: Sustainable Supply Chain Assessment

“By following the framework with the set processes,
your Supply Chain organization can remedy risks of not
adhering to the EU sustainability acts” — Anders Gull-
brandson, Co-founder, and Chief Legal Officer at Opti-
Cos.

Simultaneously your organization can progress to
greater monitoring and predictability of your suppliers
by following the regulations.

The importance of digital product passport IT assess-
ment

As stated, the EU mandates a Digital Product Passport
(DPP) for the majority of European market products,
supporting consumers in making sustainable choices
by scanning a QR code. In this chapter, we will cover
how the Digital Product Passport is set up and how
your organization best utilizes it.
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The digital product passport is an electronic record of
a product that is stored in a database and accessible
throughout the product’s life cycle. The product should
have a link, as per present technology a QR code, to its
passport database printed on it ensuring transparen-
cy and knowledge transfer to empower customers to
make informed and green choices.

Opticos has designed an IT Assessment framework for
the new Digital Product Passport, guiding how organi-
zations can fulfil the requirements and be prepared for
the ESPR regulation.
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1. GAP - Target State

To define the scope,
objectives, and key
stakeholders of the DPP IT
Assessment while establishing
a clear understanding of
compliance goals.

4. DPP Roadmap

To create a high-level
roadmap for achieving
compliance with DPP
regulations, incorporating
scalability and future
readiness

2. GAP — Current State

To assess the existing data
landscape, data quality, and

l technology infrastructure,

identifying areas requiring
improvement for DPP

compliance.

3. GAP - Evaluation

Identify and evaluate the

- differences between the

current and target data
landscapes.

Exhibit 3: IT Assessment Framework for Digital Product Passport

The Digital Product Passport IT Assessment covers
four critical phases, defining the target setup, evaluat-
ing the existing setup, identifying gaps, and culminat-
ing with a roadmap for seamless compliance with the
Eco-design for Sustainable Products (ESPR) Regulation
and Digital Product Passport (DPP) requirements.

Beyond mere compliance, conducting the assessment
assists in optimizing processes, increasing transparen-
cy, and enhancing data management ensuing in valu-
able insights for your organization.

Conclusion

At Opticos, we believe that Sustainability needs to
be at the core of any organizations business strate-
gy, moving beyond the legal and reactive compliance
approach to regulations. Our best practices and ex-
tensive experience in this area can augment your IT,
Procurement and Supply Chain departments to suc-
cessfully transition into these new ways of working in
conformity with the EU regulations.
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Irrespective of where you are in your sustainability
journey, Opticos can add value in terms of advice, do-
main expertise, Green Deal adapted processes, Master
data knowledge or introducing ways to increase trans-
parency in your existing processes.

In this article, we have showcased three practical ways
of preparing you to not only be compliant with the new
sustainability EU legislation but also how to proactively
approach it and use sustainability as a business advan-
tage.
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Enhancing Generative Al with

Your Own Data
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Generative Al is great, but it lacks precision and can
be very wrong

Since ChatGPT was introduced in November 2022,
the subject of Al and its possibilities has gained sig-
nificant attention in business and technology sectors.
Our previously published articles and insights have
explored both the potential business value of various
Al types and the challenges associated with genera-
tive Al

Generative Al, particularly Large Language Models
(LLMs), can assist organizations with daily tasks and
enhance product offerings by producing human-like
text and answering general knowledge questions.
Having been trained on large sets of data written by
humans, these models perform rather well at these
tasks. However, challenges arise when LLMs are
supposed to handle queries beyond publicly avail-
able information or capture events after the data
cut-off date. In addition to that, the assertive tone
in LLM-generated text can be convincing for users
despite the generated text being false, this is usually
called hallucination.
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In this article, we will explore the concept of Retriev-
al-Augmented Generation (RAG) as a method to ad-
dress these challenges with LLMs. We start with an
overview of different methods to address the challeng-
es with LLMs before looking at what RAG is and how it
works. We conclude by looking at the benefits RAG can
bring to an organization.

Which methods can be used to get more precise and
reliable results?

To improve the output of the LLM and address these
challenges, several approaches can be employed. It’s
worth bearing in mind that no single technique is uni-
versally superior; the best approach depends on the
specific context.

Prompt Engineering

Flexibility

Neither custom models, fine-tuned models nor un-
modified LLM models can provide text that is based on
information that has been produced since the latest
update of the underlying model. In these models the
issue of being limited by the cut-off date remains, but
if accuracy of the output is not dependent on recent in-
formation or the information may change slowly, these
models may provide value for the user.

Between prompt engineering and custom or fine-
tuned models is an approach which does not rely on
training a model but still provides output based on
data for a specific use case. This approach is called re-
trieval augmented generation, RAG. It is a combination
of different types of Al where one part consists of Al
technologies to retrieve your data that is relevant to

Fine-tuned Models

Custom Models

A commonly suggested way of increasing the accura-
cy of an LLM would be prompt-engineering. For some
cases the interactions and phrasing of the questions
may result in better output, however the output still
relies on the data it was trained on. As a tool prompt
engineering is a key capability within generative Al, but
it does not solve the issue related to non-public data or
data that was created after the cut-off date.

Both custom model and fine-tuned models will per-
form better for queries requiring specific data. There
are however two major drawbacks: they are costly and
the time gap between training and user prompting re-
mains.

ViewPoint Annual Edition 2024

Complexity

the prompt, the retriever, and the second part is gen-
erative Al, the generator.

What is RAG?

When feeding the LLM with data through the prompt,
a basic approach would be to input a section of text
into a standard prompt with some prompt engineer-
ing. This provides context for the question the user
wants the Al-generated text to be based on.

The essence of RAG takes this basic approach a step
further. In a RAG method, the prompt is prepared with
the context that has been retrieved from your own
data source. Afterwards, the LLM answers the user
question based on this prompt.

18

The idea of a retriever is getting a section of relevant
text from your own source data in text format. To
achieve this the text is converted into numerical for-
mat, capturing its meaning. This type of format allows
comparison of different text sections based on their
meanings. Both reference text from source docu-
ments, and user question undergo this conversion. The
purpose of the comparison procedure is to select the
section(s) of text from the source documents that are
closest in meaning to the text in the user question.

An example where we have seen RAG being used is in
chatbots for product support. It is common for product
user guides and manuals to be kept in a knowledge/
data base. When a user needs support, through a RAG
app, the user query would be used to search for rele-
vant information in the user manuals or product docu-
mentation. Information would be retrieved first, then
provided to the prompt for the LLM to give the user
advice on how to use the product.

User Question

providing the LLM with this data and information
as context in the prompt. It lowers the risk of hal-
lucinations, and we should also be able to trust
the output from the Al model to a higher degree
than we normally can. We should, if we manage
the knowledge base, know where the input to the
context for the query comes from.

Accuracy and precision from RAG: In the big-
ger picture, RAG offers a way to get more precise
output from generative Al using our own data.
It combines the strength of text generation in a
human-like way from generative Al and other Al
technologies to search for and retrieve relevant
information. With this approach, RAG applica-
tions leverage different forms of Al specialized for
different tasks, such as writing human like text or
relevant finding text. This enables higher accura-
cy in the output than an LLM alone can produce.

Retriever

User question in
numeric format

Generator/LLM

Comparison and
Retrieval

Retrieved Context J»—-[Prompt Context generation

Text

Knowledge
base

Source text in
numerical format

' Source Documents

The architecture above and the example described
represent a basic form of RAG. There are various meth-
ods of creating RAG applications for different purpos-
es, these methods vary in complexity. Generally, the
more complex methods of RAG will give more accura-
cy at the cost of effort to create and manage the RAG
application. Conversely, the simpler approaches will be
less accurate but easier to create and manage.

What does this mean in the world of utilizing gener-
ative AlI?

e More trusted Al applications: RAG would make it

possible to get context-specific output from LLMs
based on our non-public data and information, by

19

Adaptability and flexibility from RAG: RAG offers a
relatively flexible knowledge base where the mod-
el does not need retraining or fine-tuning to be
able to adapt when the context changes. It is still
a less flexible way to work with generative Al than
prompt engineering, because RAG still requires a
knowledge base and will generate answers related
to information in the knowledge base. With prop-
er management of the knowledge base, we should
be able to maintain and update the databases that
are used as knowledge sources.
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While this is something that requires effort, if we want
to use generative Al when there is a requirement for
information to be recent and provide insights on enter-
prise data, then having a RAG app with a maintained
knowledge base is a possibility to get this up-to-date
information.

Strengthen your data science and data management
capabilities

RAG has existed as a methodology since the early days
of generative Al. It offers a way to increase the accu-
racy and timeliness of information by leveraging the
strengths of various Al models currently on the market.
Additionally, this allows us to use enterprise or context
specific documents to provide useful information to
the generative Al model. However, the cost here is that
in many cases there is a need for data scientists and
data engineers to set up and maintain the RAG app,
including the knowledge base and retriever. While this
overview might give the impression that building a
RAG application is easy, several considerations need to
be carefully done to create a good RAG app. Once RAG
is explored deeper, there are several ways to go about

Point Annual Edition 2024

building the app and optimizing the performance for
the specific use case. An organization starting with
RAG needs to understand its use cases and data needs,
have proper data management practices in place and
establish and maintain Al and data science capabilities.

At Opticos we enable organizations to leverage the
business benefits of new emerging technologies.
Drawing from our extensive client experience and
methodology in business strategy, change manage-
ment, data management and Al governance, we're
here to support you in your Al journey from strategy
to implementation. Through our strategic partnership
with Algorithma, a company offering data science and
hosting services for Al, we provide end-to-end Al capa-
bilities to our clients.

Authors:

This article is authored jointly with our strategic part-
ner Algorithma, a pioneering strategy, transforma-
tion and Al firm committed to driving business impact
through the latest in Al and tech.
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Al in Predictive Manufacturing

Introduction

Manufacturing companies face increasing pressure
to optimize operations, reduce costs, and enhance
competitiveness. To meet these challenges, manu-
facturing and supply chain companies are turning to
predictive manufacturing. This approach leverages
advanced analytics and Al algorithms to anticipate
disruptions, optimize production processes, and en-
hance overall efficiency.

Moving effectively towards predictive manufacturing
requires a strategic approach and the right tech solu-
tions. In this article, we’ll explore the role of Al in pre-
dictive manufacturing, its key use cases, best practic-
es, and steps for businesses to get started.
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Industry 4.0 and predictive manufacturing

Industry 4.0 is the ongoing automation of traditional
manufacturing and industrial practices using smart
tech. It is a fusion of technologies that blur the lines
between the physical and digital domains. Six prima-
ry technologies are driving Industry 4.0; internet of
things, cloud computing, artificial intelligence, federat-
ed Al, cybersecurity and digital twins.

When manufacturing machinery are fully integrat-
ed with digital systems, real-time data collection and
analysis becomes possible, and this data can then be
used to optimize production processes, predict main-
tenance needs, and improve overall quality control.
Automation enables process efficiency and predictive
algorithms enable supply chain flexibility, ultimately
where the entire supply chain becomes more agile to

Artificial intelligence

Machines with the ability to learn and mimic

human cognitive functions like problem-

solving and decision making.

Cloud computing

On-demand access to computing services like
storage, servers, databases, networking, and
software over the internet.

Internet of things

Network of physical devices embedded with
sensors, software, and other technologies
that collect and exchange data.

Federated Al

Process the data/machine learning close to
where it’s generated, on devices or local servers,
before sending it to a central location.

Digital twins

Virtual representations of physical objects or
processes that are constantly updated with real-
time data to monitor and analyse performance.

Cyber security

Protecting computer systems, networks, and

data from unauthorised access, use, disclosure,
disruption, modification, or destruction.

Convergence of technologies enabling predictive
manufacturing

The convergence of these technologies creates a more
intelligent and connected manufacturing environment,
offering real-time analytics, increased flexibility and ef-
ficiency and customer-centric manufacturing.

Enabled by these tech developments, predictive man-
ufacturing is a data-driven approach that uses histor-
ical and real-time data to forecast future events and
outcomes in the manufacturing process. It involves
leveraging advanced analytics techniques, such as
machine learning and predictive modeling, to analyze
data from various sources, including sensors, equip-
ment, and production systems. By identifying patterns,
trends, and anomalies in the data, predictive manufac-
turing enables companies to make informed decisions,
optimize processes, and mitigate risks.
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support customer-centric manufacturing.

Building a resilient, sustainable and efficient supply
chains through digital twins

There are many applications and use-cases to be ex-
plored with these technologies, but the ability to build
resilient, sustainable and efficient supply chains is
perhaps one of the most interesting. Imagine a sup-
ply chain fully modeled as a ‘digital twin’, including the
manufacturing process, where the physical equipment
is fully integrated with digital systems, offering a re-
al-time view of your supply chain flows. While this is a
daunting task, value can be realized in a stepwise man-
ner. For example, benefits can already be created with
an isolated view of 1) the manufacturing process, or 2)
with a limited extension down- or up-stream.
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Digital twins leverage the data and connectivity of In-
dustry 4.0 to create a dynamic digital counterpart that
reflects the real world. This allows for better decision
making, improved efficiency, and overall optimization
across the entire manufacturing process. A digital twin
is essentially a virtual representation of a physical ob-
ject, process, or system. It’s constantly updated with
data from the physical counterpart using loT sensors.
This creates a bridge between the physical world and
the digital world, allowing for better monitoring and
analysis.

This can also be extended with concepts like federat-
ed Al/machine learning to further enhance dynamic
adaptability, privacy and data security. In essence, the
combination of federated Al and digital twins creates a
dynamic and collaborative manufacturing ecosystem.
Factories can leverage the power of Al and real-time
data, while still maintaining data privacy, to optimize
processes, improve efficiency, and drive innovation
across the industry.

Creating value from digital twins

There are four pockets of distinct value to be explored:
efficiency gains, innovation, supply chain resilience
and sustainability. This value can be illustrated through
a set of straight-forward use-cases; how to sharpen
foresight, optimize production, securing delivery and
reduce environmental impact.

future for manufacturing.”
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Sharpening foresight: Al for predictive maintenance

The factory utilizes digital twins for equipment health

monitoring. Historical maintenance data is analyzed to

identify common failure patterns and lead times for
specific equipment types. This allows for:

e Developing predictive maintenance schedules
based on equipment usage and sensor data from
the digital twin.

e Proactive stocking of spare parts most likely to
fail, minimizing downtime.

e Optimizing technician training by focusing on
the most common maintenance tasks identified
through historical data analysis.

Optimizing production: Al for efficiency

The factory leverages digital twins to track production

processes in real-time. Data analysis from the digital

twin identifies bottlenecks and inefficiencies. This al-

lows for:

e Simulating production scenarios using the digital
twin to test potential solutions for bottlenecks.

¢ Investing in targeted automation solutions to ad-
dress specific bottlenecks identified by the digital
twin.

e Optimizing production line layouts based on data
insights to improve material flow and reduce pro-
cessing times.

“Digital twins are revolutionizing manufacturing by bridging the physical and digital worlds.
They offer unprecedented insights into how machines are performing, allowing us to predict
maintenance needs, optimize processes, and ultimately build a more sustainable and efficient

Jens Ekberg, CEO at Algorithma
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Securing delivery: Al for supply chain resilience

The digital twin tracks inventory levels and production
capacity. Advanced data analytics are implemented on
historical supplier and logistics data to predict poten-
tial disruptions. This allows for:

e |dentifying alternative suppliers and negotiating
backup agreements with the orchestrating party
to ensure parts availability.

e Maintaining buffer stock of critical materials based
on historical usage patterns and lead times.

e Developing contingency plans to adjust produc-
tion schedules or source materials quickly in case
of disruptions.

Assess Set target Craft data
readiness KPIs strategy

Reduce environmental impact: Al for sustainability
The factory’s digital twin monitors energy consump-
tion. Data analysis identifies areas for improvement.
This allows for:

e Investing in energy-efficient machinery based on
recommendations from the digital twin’s analysis
of energy usage patterns.

e Optimizing production scheduling to minimize
peak energy consumption periods.

e Exploring alternative energy sources like solar or
wind power based on data on the factory’s loca-
tion and energy needs

Now imagine the potential if this factory operates
within a supply chain ecosystem together with other
parties represented by similar digital twins. Each facto-
ry/party leverages a digital twin, a virtual representa-
tion of its physical machinery and processes.
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By orchestrating these parties, and leverage federated
data and insights, this can strengthen the overall resil-
ience and efficiency of the supply chain in a significant
way. A collaborative approach would foster continuous
improvement and pave the way for a more sustainable
future for all participants.

Taking the first steps towards predictive manufactur-
ing

The potential of Al in predictive manufacturing is unde-
niable. Transitioning to this data-driven approach re-
quires careful planning and execution. Al and new tech
is not a silver bullet and the necessary groundwork will
increase chances of success:

Build Start small Continuous
capabilities and scale imrpovement

Assess readiness: Conduct a thorough evaluation of
your current manufacturing processes, data collection
capabilities, and infrastructure. Identify areas where
data collection can be improved and invest in neces-
sary sensors and IT systems.

e Set target KPIs: Clearly define your goals for im-
plementing predictive manufacturing. What areas
do you want to improve — efficiency, maintenance,
sustainability? Establish key performance indica-
tors (KPIs) to track progress towards these goals.

e Craft data strategy: Plan how you will collect, store,
and analyze data. Ensure data security and estab-
lish a governance framework for responsible data
use.
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Craft data strategy: Plan how you will collect, store,
and analyze data. Ensure data security and estab-
lish a governance framework for responsible data
use.

Build capabilities: Consider hiring data scientists or
partnering with Al specialists who can help devel-
op and implement Al models for predictive main-
tenance, process optimization, and supply chain
management.

Start small and scale: Begin with a pilot project
focused on a specific area like predictive main-
tenance for a single machine or production line.
This allows you to test the technology, refine your
approach, and demonstrate the value proposition
before scaling up across your entire operation.

e Continuous improvement: Predictive manufactur-
ing is an ongoing journey. Regularly evaluate your
Al models and data analysis processes to ensure
they remain accurate and effective. Be prepared
to adapt and refine your approach as your needs
and the manufacturing landscape evolve.

In addition, look beyond the boundaries of your own
organization. The magic happens when connecting
a series of federated model to create a dynamic, da-
ta-driven supply-chain.

“The true power of digital twins lies in their ability to transform data into actionable insights.
By leveraging these insights, companies can optimize their operations, reduce costs, improve
product quality, and gain a significant competitive advantage."

Rickard Holmkvist, COO at Opticos




A

NIS 2
Directive

Are You Ready for NIS2?

The European Union’s NIS2 Directive (Network and In-
formation Security 2), set to take effect in 2024, rep-
resents an evolution in cybersecurity requirements for
organizations across member states.

As an update to the original NIS Directive, NIS2 expands
the scope of industries and strengthens the baseline
security standards for critical infrastructure, technolo-
gy providers, and essential service operators.

In the simplest of terms: “NIS2 is about stricter cyber
requirements and incident reporting”. For organiza-
tions, this brings both challenges and opportunities—
enhancing cybersecurity frameworks, ensuring compli-
ance and mitigating risk.

One aspect that is becoming increasingly clear is the
shift of responsibility. Traditionally, cybersecurity has
been viewed as an IT issue. However, with NIS2, it’s
clear that cybersecurity is as much a governance and
leadership issue as it is technical. The ultimate respon-
sibility for cybersecurity is shifted from IT departments
to company executives and boards. This puts increased
emphasis on the need to educate the management in
cybersecurity to better understand their role. At the
same time, CISOs need to emphasize clear communi-
cation about cyber risks for the organization and direct
the communication to the business.
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“With NIS2, cyber is further established as a board-level issue”

What is going on now?

While the NIS2 Directive is still being interpreted and
transposed into national law by each EU member state,
companies are already starting to prepare to align with
the forthcoming regulation and ensure compliance
when the deadline arrives.

In our experience, engaging with clients, current NIS2
compliance efforts are not focused on groundbreak-
ing technical enhancements, architectural changes
or large investments. Rather, organizations focus on
reviewing and aligning their existing policies and pro-
cesses with the new requirements, integrating them
into the broader cybersecurity management system
and thereby laying the foundation for a risk-based con-
tinuous improvement approach.

that these are not always aligned. Processes and plans
are often scattered in the organizations with various
levels of descriptions and have untested dependencies
across departments. To build resilience, organizations
can unify these elements under a cohesive business
continuity framework.

A business continuity framework provides a structured
approach to manage and coordinate all activities re-
lated to maintaining business operations during and
after a disruption. By formalizing the processes, roles,
and responsibilities related to resilience, organizations
can increase resilience and provide real business value
while adhering to NIS2’s requirements. One key advan-
tage with this approach is to be able to perform test,
ensure effectiveness and continuous improvement.

BUSINESS CONTINUITY FRAMEWORK

Core Componenls

Business Continuity Strategy: A strategy that defines
the direction of how to be resilient in the event of a
disruption or outage within the IT environment. It
includes possible ways to meet business continuity
reguirements

Crisis Response Organizations: Establishing permanent
and temporary crisis response teams, ensuring the right
people and resources are mobilized in both short-term
incidents and longer-lasting crises

Clear Authority: Define when and how response plans
are activated, identifying decision-making pathways.
Specify who has the authority to escalate when running
into issues, shut down operations, and initiate full crisis
management mode

Prioritization & Recovery Sequence: Use a Business
Impact Analysis (BIA) to determine the order in which
business functions and systems should be restored,
ensuring that critical assets are recovered first

Aligned Response: Define criteria and ways of handling
incidents. For major incidents, outline a clear disaster
recovery and business continuity activation plan,
cascading all the way up to crisis management and

communications

Communication Strategy: Having effective
mechanisms for internal and external communications
to reduce uncertainty and disorder during a disruption
or outage, ensuring that information is distributed
consistently, frequently and professionally

Supporting Components

Cross-Functional Training and Simulations: Regular,
cross-departmental training to ensure how to handle a
crisis

Aligning an organizational-wide business continuity
framework

With The NIS2 Directive, there is a clear emphasis on
resilience; the ability to withstand and recover from
disruptions, this is also tied to the requirement on
swift reporting to authorities.

While many organizations have processes in place for
incident response, recovery, business continuity plan-
ning and communication strategies, our experience is
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Testing of Recovery Procedures: Regular tests of
recovery processes for both infrastructure and
applications

We propose the following key components for building

an effective business continuity framework:

The sooner an organization starts to prepare for NIS2,
the better. We are in contact with many organizations
where the preparations are at full speed. If you wish to
learn more about this, please don’t hesitate to contact

us!
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The Four Pillars to Succeed in

Change Management

Introduction

Change management is a crucial process for any orga-
nization preparing to transition from one state to an-
other. At Opticos, we understand that driving change
means not just implementing new strategies but
anchoring them within the organization to achieve
long-lasting effects. Our experience in change man-
agement has shown us that the key to success lies in
addressing four fundamental areas: Motivate, Involve,
Enable, and Empower. These areas are applicable irre-
spective of the change management framework cho-
sen, ensuring their universal relevance and effective-
ness.

Motivate: Creating the drive for change

The first stage of any change management process is
motivation. At Opticos, we believe in preparing minds
through clear communication of the benefits and ne-
cessity of the change. This is done through:

e Establishing a clear vision: We develop a concise,
inspiring vision of the future state that resonates
with all stakeholders.

e Aligning objectives: By aligning the change with
the organization’s strategic goals, we ensure every-
one understands its importance.

e (Creating enthusiasm: Through inspirational lead-
ership and communication, we generate excite-
ment and commitment towards the change.
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Involve: Engaging stakeholders

Successful change cannot happen in isolation. Involv-

ing stakeholders at every level is crucial. We do this

through:

e Psychological safety: We create a safe environ-
ment where team members feel comfortable shar-
ing their perspectives and concerns.

¢ Inclusive decision making: By involving diverse
viewpoints, we ensure decisions are well-rounded
and widely accepted.

e Infrastructure and resources: Providing the neces-
sary infrastructure and resources to support new
processes and technologies.

e Continuous improvement: Implementing feed-
back loops to continuously refine and improve the
change process.

e Reinforcement: Reinforcing new behaviours
through recognition and rewards ensures that
the change is anchored and becomes part of the
organizational culture.

Driving change management means getting successfully
from one state to another

I understand
the new ways
of working Involve

Engaging
stakeholder

Motivate

Creating the
drive for change

e Active participation: Encouraging active participa-
tion from all stakeholders helps build ownership
and accountability for the change.

Enable: Facilitating the change process

Enabling involves creating an environment that sup-

ports the change and makes it sustainable. Our ap-

proach includes:

e Training and development programs: Compre-
hensive training programs equip employees with
the skills needed for new ways of working.

e Support systems: Building robust support systems,
including mentoring and coaching, guides employ-
ees through the change.

e Delegating authority: Empowering teams with the
authority to make decisions gives them a sense of
ownership and helps accelerate the change pro-
cess.

Empower: Equipping for success

Empowerment involves providing the necessary tools,
authority, and confidence to embrace change. We
achieve this by:
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Empower

Equipping for
success

I accept my
new ways of
working

Enable

Facilitating the
change process

Opticos proven framework

At Opticos, our change management framework is ag-
nostic, allowing us to tailor our approach to the specif-
ic needs of each organization. We leverage well-known
frameworks such as Kotter’s 8-Step Process and Pro-
sci’s ADKAR model, integrating them into our unique
toolbox to drive successful outcomes.

Conclusion

Change is not a straight line, and navigating it requires
careful planning and execution. At Opticos, our exper-
tise in motivating, involving, enabling, and empower-
ing teams has helped numerous organizations achieve
their desired business benefits through effective
change management. Our commitment to sustaining
change ensures that it goes beyond implementation
and has a lasting impact on the organization.
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1. Generative Al: Data scientists globally are working
on a special part of Al that focuses on making ma-
chines creative, like humans. These Al programs, called
generative algorithms, can take different kinds of data
— like videos, pictures, sounds, or even computer code
— and use it to make completely new stuff that has
never been seen before. One famous example is GPT-
3, made by OpenAl. It can write text that’s so similar to
what humans write, you can hardly tell the difference.
Another version called DALL-E can even make pictures.

In healthcare, AR is enhancing surgical precision and patient care
while also transforming education through interactive learning
experiences. The emergence of spatial computing, combining AR
with Al, promises even more seamless integration of digital con-
tent into our physical world. As AR gets better and more popular,
it’s going to really change how we do things, learn, and talk with

each other in the future.

5. Digital twins transforming industries and reshaping op-
erations: Digital twins are rapidly becoming a key trend across

industries, including manufacturing, where they are quietly rev-

Spending in trillions U.S. dollars

Ten Digital and Al Innovations
Redefining Business Dynamics R e e

lllustration: Spending on digital transformation technologies and services worldwide from 2017 to 2027(in trillion U.S. dollars)

Source: Statista
In 2023, spending on digital transformation (DX) is projected to reach 2.15 trillion U.S. dollars. By 2027, global digital transformation

In the fast-paced realm of business, a silent revolu-
tion is coming in the form of a digital wave. Digital and
Artificial Intelligence (Al) innovations are reshaping
the landscape of how organisations operate, unlock-
ing unprecedented efficiency, agility, and strategic
insights. Digital technology now touches almost ev-
ery part of our lives thanks to new technologies like
cloud computing and artificial intelligence, along with
new ways of building software. As long as technology
keeps advancing, your business will need to adapt.
So, it’s important to see digital and Al transforma-
tion as something ongoing, not just a one-time thing.
This journey involves constantly improving compet-
itiveness by quickly adopting new technologies. As
technology becomes more important, the difference
between business and tech leaders will become less
clear. That means all senior executives will need to
know how to use technology effectively in their areas.

This substantial increase in spending, clearly suggests
that organizations worldwide are increasingly investing
in digital transformation initiatives to modernize their
operations, improve efficiency, enhance customer ex-
periences, and stay competitive in an increasingly dig-
ital world.

In this exploration, let’s shed some light on the ten dig-

ital and Al innovations that are reshaping businesses
worldwide.

ViewPoint Annual Edition 2024

Authors:

Ankita Bhargava

Senior Manager

Jasmeen Kaur
Senior Consultant

30

spending is forecast to reach 3.9 trillion U.S. dollars.

2. Cybersecurity reinforced by Al: Business leaders worldwide
see cyber-attacks as the biggest threat. In today’s world where
cyber dangers are growing, using Al for cybersecurity has been a
game-changer. Al technology helps to examine large amounts of
data to find any unusual activities or possible breaches, making

our digital systems stronger against cyber threats.

3. Blockchain beyond cryptocurrencies: Blockchain technolo-
gy is experiencing dynamic growth beyond its association with
cryptocurrencies. While Non-Fungible Tokens have surged in
popularity, redefining ownership in digital art and entertainment,
decentralized finance (DeFi) platforms are reshaping traditional
banking and finance systems. Alongside these trends, block-
chainis quietly revolutionizing business operations by enhancing
transparency and accountability in areas like supply chain man-
agement and secure data sharing. The integration of blockchain
with emerging technologies such as artificial intelligence and the
Internet of Things (loT) is further fueling innovation and expand-

ing its applications across various sectors.

4. Augmented Reality (AR): Augmented Reality (AR) is experi-
encing a dynamic evolution, marked by several key trends. It’s
revolutionizing retail with immersive shopping experiences and

aiding remote collaboration across industries like manufacturing.
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olutionizing production processes. By creating virtual replicas
of physical assets, businesses can continuously monitor, ana-
lyze, and optimize operations in real-time, leading to reduced
downtime and enhanced efficiency. Recent advancements in loT
sensors and data analytics have made digital twins more sophis-
ticated, enabling predictive maintenance and Al-driven optimi-
zations. Cloud-based solutions are also gaining prominence, fa-
cilitating remote access and collaboration among stakeholders.
Moreover, digital twins are finding applications beyond manu-
facturing, such as in urban planning and smart city initiatives,
where they allow authorities to simulate and optimize infrastruc-
ture projects before implementation. As digital twin technology
continues to evolve, its transformative capabilities are poised to
drive innovation and efficiency across various sectors. The dig-
ital-twin technology market is projected to experience a rapid
annual growth rate of approximately 60 percent over the next
five years, culminating in a valuation of $73.5 billion by 2027.
Companies have observed a 25 percent reduction in quality is-
sues for products that originate as digital twins before entering
production. Furthermore, nearly 75 percent of companies have
embraced digital-twin technologies, with many achieving at least
medium levels of complexity. Source : “Digital twins: The key to

smart product development,” McKinsey, July 31, 2023.
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6. Cloud computing for real-time insights: Cloud com-
puting is the very foundation upon which businesses
can build their digital transformation initiatives. Its
power is its agility, adjusting perfectly to workloads
and adapting to the ever-changing markets, new cus-
tomer demands and trends. With cloud, scaling ap-
plications up and down has been super-fast and easy,
leading to much more efficient operations and getting
your products or services faster to the markets than
before. Cloud is the backbone of today’s digital world
and base for companies’ digital transformation lift.

7. Big data analytics driving informed decision mak-
ing: Data has become the very lifeline of every thriving
business and is no longer an option. Big data analyt-
ics is emerging as a game-changer. By using historical
data and advanced algorithms, businesses can use
predictive analytics to predict future trends, custom-
er behaviors, and market shifts. This enables informed
decision making, minimizing risks and maximizing op-
portunities. Harnessing the power of big data is the key
to surviving in the new age business world and leading
the charge with every data driven step.

8. Natural Language Processing (NLP) and Al powered
chatbots in customer service: Al-powered chatbots
are increasingly being used in the customer service
area. These chatbots can be used 24*7 and hence, en-
able businesses to respond to customer queries faster
and in a more consistent way. Using Natural Language
Processing in chatbots, businesses can engage in seam-
less conversations with customers. This innovation
transforms customer interactions, providing personal-
ized and efficient services. Overall chatbots have been
a game changer in customer service by automating
customer support tasks. This has enabled businesses
to reduce their costs substantially in this area by au-
tomating standard queries and hence, saving time and
resources to focus on more critical tasks.

9. Robotic Process Automation (RPA) in business
processes: Behind the scenes, robots are taking on
repetitive tasks, liberating human resources for more
strategic endeavors. RPA is revolutionizing data entry,
invoice processing, and other routine tasks, resulting
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in increased efficiency and cost savings. This is help-
ing businesses to scale their operations more quickly,
and alongside, enabling them to take on more employ-
ees and transactions without adding more manpower.

; Groceries
B

10. Explainable Al for ethical decision making: The in-
creased reliance on Al has resulted in greater accuracy
observed by humans. However, the transparency and
reasoning behind Al judgments are often more crucial
for trust and reliability in both Al and human deci-
sion-making. Explainable Al serves as a bridge between
humans and Al, offering a set of methods or processes
used by Al to arrive at specific conclusions. The em-
phasis on interpretability to enhance decision-making
accuracy is expected to become more pronounced in
industries such as healthcare, human resources, and
others. With Al becoming more common, it’s crucial
that its decisions are ethical. Explainable Al plays a crit-
ical role in ensuring transparency and understanding
in the decision-making processes of algorithms, there-
by mitigating the risks associated with biased or uneth-
ical outcomes.

While big news may focus on fancy new technologies,
the real change in business happens quietly. These
ten digital and Al innovations are like unsung heroes,
changing how companies work. They’re making things
run better and smarter, while also thinking about
what’s right. As businesses keep growing, using these
behind-the-scenes changes will be important to stay
ahead in the digital world that’s always changing.

32

Measuring the Impact of Digital
Transformation Projects

Authors:

Abhishek Kale

Senior Consultant

Matilda Johansson
Consultant

33

As digital business transformation becomes increas-
ingly vital, management is willing to embark on
initiatives that are expensive and both time and re-
source-intensive. But are these initiatives successful?
How can progress and results be assessed? Many or-
ganizations invest heavily in digital technologies but
are unable to determine if the investment has gener-
ated value or if they are headed in the right direction.

Digital transformation can go beyond technology and
envelop the entire business. Successful digital initia-
tives require a strategic approach, strong leadership,
employee engagement, and a focus on meeting cus-
tomer needs. According to Harvard Business Review,
although 89% of large companies globally have a dig-
ital and Al transformation underway, only 31% have
captured the expected revenue lift and 25% have
seen expected cost savings from the effort.

As digital projects become more complex and re-
source-intensive, it becomes necessary for organi-
zations to quantify their impact effectively. A clear
framework can help align initiatives with strategic
goals, optimize resource allocation, manage risks,
and make informed decisions. This in turn can foster
a culture of continuous improvement and innovation.
It can further ensure that digital projects not only de-
liver immediate benefits but also contribute
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to long-term organizational growth. This enables the
management team to prioritize scalable initiatives
capable of substantially improving the organization’s
performance with fast, minimally viable outcomes
that can be improved over time.

A measurement framework is key to digital trans-
formation success

Unfortunately, this is an oversight that undermines
many transformations before they even begin. It be-
comes easier to course-correct with a framework to
identify weak points and monitor progress. A digi-
tal initiative is different for every organization and
there are no universal metrics that can make it easy.

So, where do we start to identify the right metrics and
KPIs? Organizations must focus on what they want to
achieve with the transformation efforts and assess
their digital maturity level to identify the right set of
KPIs. Once the KPIs are identified, one must have the
tracking and monitoring systems in place along with
a robust reporting mechanism to enable analysis and

decision making.
Building a
Framework

Business and IT
Goals

Digital Maturity

Focus on the right metrics to guide your initiative
to success

Before introducing any KPlIs, it would make sense to
set the context by answering some preliminary ques-
tions. For instance, what are the key drivers for the
digital project? Do we have the right systems to col-
lect and analyse data necessary for the said KPIs? Or-
ganizations should understand their digital maturity
levels and drivers for the project before establishing
the right set of KPlIs.

Organizations can have different objectives for their
transformation initiatives, and they should begin by
aligning KPIs with organizational goals, ensuring they
reflect desired business outcomes. They can start by
involving key stakeholders to identify relevant met-
rics that impact various departments. Every stake-
holder may look at different metrics depending on
their roles, and it is thus important to keep them in-
formed, take feedback and incrementally course cor-
rect if necessary.

e What are our business goals and objectives?

o Are our business and IT goals aligned?

o Can we address our challenges or unlock opportunities with
digital transformation?

« Establish baselines and opportunities
» Evaluate our current digital and transformation approach

One of our clients, facing significant supply chain performance challenges, engaged us

to address the issues through the implementation of an ERP system aimed at driving

operational efficiency. Before initiating the implementation, we collaborated with the

client to identify and define key business metrics that would serve as performance

indicators throughout the project lifecycle. These metrics facilitated continuous

monitoring and allowed for timely course corrections during regular monthly reviews.

KPIs such as delivery precision, lead time reduction, and working capital optimization

were established as benchmarks. These metrics were rigorously tracked even post-

implementation to ensure the solution met the projected outcomes, thereby

validating the long term success and sustainability of the transformation.

As the business objectives evolve, regular review and
adjustment of KPIs can enable continuous improve-
ment and successful digital transformation. When
discussing the importance of measuring the success
of any transformation project, we can draw on our ex-
periences from previous projects at Opticos.

Every organization tracking its digital transformation
progress will naturally employ various measurement
tools. Given that the selection of these tools impacts
the efficiency of measurement efforts, as well as the
workloads and workflows of their users, selecting the
right tools can significantly enhance the overall effec-
tiveness of the transformation program.

Opticos provides expert knowledge and helps orga-
nizations to develop successful frameworks, analyse
current reporting mechanisms, establish robust KPIs
and identify the right tools for measurement. Contact
us to know more.

o Are there any gaps in strategy that need to be addressed?

o What do we want to measure? Example — Revenue Growth,

Key Performance ) . :
v Customer Experience, Employee Experience, Operational

Indicators -
Efficiency
« |Identify metrics according to your defined objectives and
maturity levels
Reporting o What data do we need to measure the KPIs?
Mechanism e Do we have the right tracking tools and systems?
e Build a reporting mechanism for the identified KPls
(Dashboards, scorecards, trends)
. « Analyze data to identify opportunities and challenges
Monitor, e Compare pre and post transformation performance metrics
Analyze & Act

« Take decisions to achieve our objectives
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Leadership Playbook for Success

Introduction

The global business landscape is evolving rapidly,
marked by technological disruptions, geopolitical ten-
sions, and a heightened focus on sustainability. As an
independent Management Consulting firm supporting
clients with their business transformation initiatives,
we at Opticos felt the need to understand how com-
panies, especially global corporates with roots in the
Nordics, are navigating through turbulent change.

So, we decided to interview senior executives from
four leading companies in their respective indus-
try verticals: Essity, Trioworld, Securitas, and SAS. In
these candid conversations, senior leaders shed light
on their strategic vision, discuss the impact of Artifi-
cial Intelligence (Al) and automation, their approach-
es to mitigating risks amid economic and geopoliti-
cal uncertainties and various other business aspects.

Expert panel:

Andrew Lord, Group CFO at TrioWorld

Martin Althén, President at Securitas Digital

Carina Malmgren Heander, Senior Advisor at SAS
Ulrika Kolsrud, President, Health & Medical at Essity

The highlights of these discussions, including their in-
sightful perspectives and forward-thinking ideas, are
summarised here in this article.
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1. Assessment of overall business climate in Sweden
The executives acknowledge the challenging business
climate globally and in Sweden over the past few years,
citing factors like the COVID-19 pandemic, inflation,
supply chain disruptions, and changes in consumer be-
haviour stemming out of these factors. However, the
leaders note that signs of economic recovery are show-
ing and highlight their companies’ agility and resilience
in navigating these turbulent times.

Ulrika Kolsrud: “Regulatory changes, especially the
Medical Device Regulation (MDR) in Europe, have
burdened the health sector with significant adapta-
tion costs. Inflationary pressures and rising costs have
been especially challenging to manage in the regu-
lated health care sector, characterised by long-term
contracts and public funding. Despite these hurdles,
Essity is in a better shape than ever, although it con-
tends with customers opting for cheaper, lower-quality
alternatives.”

Andrew Lord: “Trioworld is in a great position at the
market now, even as it emerges from a dynamic and
uncertain business climate, with shocks such as COVID,
changes in demand and consumer behaviour, and in-
creased competition from cheap imports. Trioworld
has successfully adapted to these challenges by being
agile, restructuring, improving margins, and expanding
in recycling and North America.”

Martin Althén: “There has been a significant slow-
down amidst high inflationary pressure over the past
few years, with companies launching cost reduction
programmes. However, even as interest rates start to
reduce, we are now slowly leaving the high inflationary
period into a more stable economy.”

Initially, when borders reopened, there was a surge
in leisure travel demand, with people prioritizing va-
cations and weekend trips. However, business travel
patterns have changed. Despite economic downturns

and high inflation, we’ve managed to maintain strong
demand, with an 8% increase in travel compared to the
previous year.

- Carina Malmgren Heander

2. Views on growing geopolitical uncertainties and
mitigation strategies

Organizations around the globe have been facing tur-
bulent situations due to ongoing geopolitical tensions.
The executives expressed their concerns regarding
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this and acknowledged the adverse impact on supply
chains, operations, and related risks. At the same time,
it presents a timely opportunity to implement strate-
gies to monitor, mitigate, and address these uncertain-
ties.

Ulrika Kolsrud: The growing geopolitical uncertainties
and their impact on the business are a critical concern.
Additionally, the Russia-Ukraine conflict disrupted sup-
ply chains, necessitating a reassessment of the supply
chain in line with geographical expansion goals. To ad-
dress the risks associated with geopolitical uncertain-
ties, the company engages in scenario planning. This
involves analysing macro trends and considering them
in strategic and tactical decision-making processes.

The instability in the European market makes financial
risk hedging increasingly important for Trioworld. We
also offset the potential risks by using options a lot

more now than previously. We have also changed our
insurance portfolio as it now pays premiums for envi-
ronmental protections which it did not previously.

- Andrew Lord

Martin Althén: “The geopolitical trends involving the
rise of nationalist mindset, protectionism and artificial
barriers to entry are hard realities that may likely get
worse in the near future. In our business, we have ac-
tually stopped operations in 11 countries the past 2-3
years where we concluded we could not conduct good
business aligned with our values, code of conduct and
ethics.”

Carina Malmgren Heander: “Geopolitical tensions pri-
marily affect us through closed borders and overflight
permissions. For instance, we currently can’t fly over
Russian airspace. However, we haven’t seen a signif-
icant increase in fear of travel due to these uncer-
tainties. It’s more about practical considerations. We
continuously monitor the situation and make adjust-
ments.”

3. Implications of Al and Al roadmaps

Al is viewed as a strategic priority for all companies,
with roadmaps and initiatives in place to leverage Al
for enhancing operations, efficiency, and customer
experiences. While traditional Al is being applied pri-
marily for optimization, generative Al presents new,
unchartered opportunities. However, risks around Al
governance, ethics, and cybersecurity remain primary
concerns.
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Ulrika Kolsrud: “Al is a high priority for Essity. The com-
pany has mapped out where it sees the greatest ben-
efits of Al, whether internal or external, in daily opera-
tions or transformative game-changers. Essity views Al
more as an opportunity than a threat.”

4. Companies’ sustainability efforts and alignment

Sustainability is a core priority that is deeply in-
grained in decision-making processes of these com-
panies. Efforts include environmental goals such
as emissions reduction and waste management,
social responsibility through ethical employment
practices, and robust governance. Executives high-
light sustainability as a competitive differentiator.

Sustainability has over the years transitioned from a
buzzword to a key agenda item in boardroom discus-
sions, aligning closely with the company’s vision. At
Essity, Sustainability has been a major focus for a long
time. It is integrated in the company’s strategy and

decision making processes. We have established sci-
ence-based and a net zero target, we're collaborating
with the UN to contribute to the SDG’s and are con-
ducting life cycle analyses on products since decades.
- Ulrika Kolsrud

Andrew Lord: “Trioworld has a strong position in the
market for circular solutions, as the EU legislation and
the ESG agenda of the investors are driving the de-
mand for recycled and low-carbon plastics. Trioworld
has invested in innovation and technology to produce
high-quality products from recycled materials and re-
duce its environmental impact.”

Martin Althén: “Sustainability has long been part of
Securitas’ core values with demanding standards.
More recently, we have expanded into areas like ac-
tively promoting diversity and inclusion as our industry
has been historically male-dominated. Securitas was
the first worldwide security company to sign the Sci-
ence Based Targets initiative commitments.”

Carina Malmgren Heander: “Sustainability has been a
priority for SAS for over 15 years. We’ve focused on
optimizing flight routes, investing in more fuel-efficient
aircraft, and participating in programs for developing
electric and hydrogen-powered aircraft. We’re working
with governments to incentivize sustainable aviation
fuel (SAF) production and make it more accessible.”
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Talent strategies in the post-pandemic era

Global talent dynamics has taken a shift after the pan-
demic and when asked about the same Carina said,
“During the pandemic, we had to furlough up to 90%
of our workforce and lay off 5,000 employees. As de-
mand rebounded, we faced challenges attracting and
retaining talent, as many had left the industry. We've
worked on enhancing our employee value proposition,
offering remote and flexible working arrangements,
and expanding our talent pool globally for specialized
roles.”

Adding to this, Carina also spoke on how they are tak-
ing advantage of the Al boom to their advantage at
SAS. “Leveraging Al to better match employee skills
with assignments and create an internal talent market-
place” is listed as a key opportunity and challenge.

Securitas tech outlook: Opportunities in digital, Al,
robotics

Securitas identifies several significant opportunities
and risks that will shape their strategy in the coming
years. Speaking about the top technological opportuni-
ties Martin said, “There are three key technology areas
| see intersecting for us over the next 5 years — digital,
Al and robotics. We are capturing more and more in-
formation delivery digitally. We will automate insights
and response actions from that digital data through Al
analytics. And we will increasingly deploy the appropri-
ate robotic response option.”

One notable application is the use of Al as a ver-
bal chat interface for security officers’ shift report-
ing. Guards can now report verbally in their natural
language, increasing report frequency and detail.
The Al then refines these reports, adjusting length,
removing inappropriate content and sensitive in-
formation, and ensuring GDPR compliance. This
system improves both the quantity and quality of re-
ports, demonstrating the company’s commitment
to leveraging Al's potential across its operations.

Another major risk is deepfakes and other synthetic
media becoming more and more real. However, for
large enterprises like Securitas, we are investing in
counter-Al capabilities to decrypt and detect synthetic
media.
In essence, using Al to counter the threat Al.

- Martin Althén

The CFO’s roadmap for inspired leadership

Andrew talks about the leadership traits that are im-
portant for the businesses, and believes Trioworld ex-
cels at fine-tuning successful operations but acknowl-
edges that addressing more challenging issues requires
a different approach.

Adding to this he said, “Drawing from my own experi-
ence, | can assert that achieving turnarounds involves
a hands-on approach. You need to identify and address
problems swiftly. | value starting each year by clearly
outlining goals and targets on a whiteboard to effective-
ly communicate my vision to my finance team. This en-
sures everyone is aligned, inspired, and forward-think-
ing about the company’s direction and adaptability.”

Healthcare industry: Navigating turbulent waters
When we asked about the state of the healthcare
industry, “It’s been a rough ride”, Ulrika told us. She
went on to explain that it wasn’t just COVID-19 caus-
ing headaches. ‘You know, we’ve had these new reg-
ulations come in — the Medical Device Regulation in
Europe. It’s been a real challenge to keep up our am-
bitious innovation agenda, when we’ve had to invest a
lot of time and money to secure compliance.

‘Then there’s inflation. Costs are going up, and when
you’re dealing with long-term contracts like we are,
that really squeezes you. Despite all this, Essity has
emerged from this testing period stronger, with a sense
of greater internal stability and looking to improve its
position in the market for the longer run.

The final word

While many interesting aspects about business and
leadership were highlighted and discussed, three
things clearly stood out for us:

Innovation is one of the key levers to navigate through
change: They may not necessarily be disruptive or
path-breaking solutions but incremental changes that
can create a positive impact on the business.

You may love or hate Al but can never ignore the trans-
formative impact it will have on your business. If han-
dled responsibly, an effective Al roadmap will deliver a
sustainable competitive advantage for your business.
Sustainability should transcend metrics and reporting
to be a way of life. Business leaders should lead by ex-
ample and take bold decisions to lead their companies
into a sustainable future for the next generations.
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Data Fabric: A Wet Blanket, or A Re-
silient Bedspread Over Your Data?

Introduction:

What if there was one place where you could go to get
all the data you need? No matter what kind of data you
are looking for you will find it in this place. It could be
your company’s master data, transactional data, ana-
lytics data, loT data or even a document or a video.
Sure, you will need to authenticate yourself and have
the rights to access the data, but if that’s the case,
then you just need to look for it in one place. And best
of all, you could rely on the data being presented in
this place to be accurate. Like a bedspread wrapped
over all your data assets giving shelter and at the same
time providing a common interface to the surround-
ing world. Wouldn’t that be wonderful? Well, that is
the main idea behind the concept of “Data Fabric”.
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What is data fabric?

Data Fabric as a concept has been developing during
the past years as an answer to the increasing challenge
of getting full benefits out of enterprise-wide data
where:

e Companies are consuming IT services provided by
multiple cloud platforms like AWS, Azure, GCP and
of course, are using different SaaS more frequently.

e The amount of data generated by loT, apps and so-
cial media is exploding.

e More evolving business models depend on the
ability to have easy access to data and share more
data with end consumers.

e End consumers evaluate products and services by
the attached digital services as a key differentiator
in their final selection.

e Data regulations like GDPR, DPP and Al-act are
focusing on what specific data companies should
share with regulating authorities and end consum-
ers.

e Many companies still struggle with data in silos
and locked-in legacy systems.

Inbound data
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(public on \ — /'

Internet)

Authentication & Authorization layer / what data can be provided to whom? >

Data
Catalogues

Consolidation Consolidated I Integrations

Layer .
. Analytics Platforms
(behind company v Master Data
firewalls)

«—> Al, Machine Learning, Active

The ideas behind Data Fabric have been in develop-
ment for many years. It started with collecting data in
data warehouses, data lakes and Bl platforms and was
further developed by adding integration, security, data
lineage and master data aspects. In the beginning, this
was branded as Enterprise Information hubs or some-
times even as API platforms, but that was unfortunate-
ly driven by software vendors who had a hard time
delivering upon their promises. So, the more general
architectural pattern of Data Fabric was born, though
the definition is somewhat blurry and depends on who
you ask.

The figure below shows a conceptual architecture of
the data fabric concept in relationship to other estab-
lished concepts.

Outbound data

24n191Y2JY dlgeS eleq

Metadata

Orchestration, Data Traffic Monitoring and Data Lineage -/

On Prem On Prem
Business Applications Business Applications

Data Sources @;ﬁd

(on Lan or Private
C|0Ud) ERP

Data Warehouse Data lake
&)
£k, fez] R =
L -
scm EV’L E"I'L Data lake
WQ — — -
(e = =
&/ = = E
CRM Data Mart Data Mart Data lake

Cloud / Saa$ /PaaS Apps and Document

Business Applications Repositories
g

o

XML JSON

0B

Cloud
@

Web MP4

)

PNG

Exhibit 1: Conceptual architecture of the data fabric concept in relationship to other established concepts
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will be characterized by disorder and disintegration.
Data Fabric has been presented as the cure for these
problems, but the question managers should ask
themselves is:

the data within their respective silos. However, their
knowledge about data outside of their organizational
unit will be limited.

For example, the exhibit below gives an interpretation of how different vendors in this area define Data Fabric:

Source Witaitn Concept Includes

In addition, this may also lead to difficulties in harmo-

nizing data and establishing consistent data catego- Will a Data Fabric really solve the problems, or will it

Gartner

Forrester

B

=

Informatica
Qlik

Atlan

SAP

Denodo
Cloudera
Microsoft

Google (GCP)

Ab Initio

Wikipedia

a

BI&
LIFE-CYCLE OPERATIONAL KNOWLEDGE | SEMANTICS ACTIVE ARCHITECTURAL
INTEGRATION | ANALYTICAL
SOLUTION
SIATE MANAGEMENT . DATA DATA GRAPHS ANALYSIS | METADATA PATTERN

Exhibit 2: Interpretation of Data Fabric by different vendors

e As evidenced by the diverse interpretations pro-
vided in the table above, gaining a comprehensive
understanding of the concept of Data Fabric is not
straightforward, as it involves multiple perspec-
tives from various sources and vendors. Howev-
er, analyzing existing discussions surrounding the
definition of a Data Fabric reveals a consensus that
it serves as a mechanism for generating data pipe-
lines and integrations from diverse sources within
a unified platform. However, there are divergent
views on whether a Data Fabric is considered an
architecture or a broader concept encompassing
various technologies and architectures.

e Furthermore, when it comes to looking at what
creates a Data Fabric, some of the suggestions
are pushing the idea that the Data Fabric is based
around metadata and metadata analysis. In a
metadata-based driven Data Fabric, metadata
is used through activation and is then pushed
towards the users when creating pipelines but is
also suggesting new metadata when data is cre-
ated from external sources. The metadata would
also be enriched with semantics, putting meaning
and context to the metadata through knowledge
graphs. On these knowledge graphs, it would be
possible to apply artificial intelligence and ma-
chine learning, and then we have achieved the
concept of active metadata. The active metadata
feature is considered one of the key features in
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achieving a Data Fabric architecture, which is ana-
lyzed using semantics, knowledge graphs, artificial
intelligence, and machine learning.

There are a few contrasting views of how Data Fab-
ric is defined by market participants. While some

call it a design concept which could be interpreted

as architecture. Then there are others who view the
data fabric as a ‘Solution’, thereby interpreting it as an
instantiated architecture. Interestingly, most market
participants agree that Data Management should be
an integral part of the Data Fabric definition, however
one goes as far as viewing data fabric as a data man-
agement approach which is a broad view which leaves
a lot of room for own interpretations.

What challenges are the Data Fabric envisioned to
solve?

One of the challenges in organizations is the diversity
of sources and systems dealing with data. Data is gen-
erated at an increasing pace with the development of
new technologies, regulations, and business needs.
An increase in data volumes and number of data
sources will make the landscape more complex and
finding the right data, and understanding the data in
context will therefore become more difficult. Addi-
tionally, with different systems and user groups, it is
not unusual that data becomes siloed. Each system or
user group will have access to and understand
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rization across the organization. Instances may arise
where identical data objects exist in multiple locations
but with varying identification formats, or worse, dif-
ferent taxonomies. A prime example of this is product
or customer information, which may be scattered
across numerous systems and often lacks consistency
or sometimes, may even present contradictory infor-
mation.

Another common problem is that the depth of the
data architecture needed is underestimated. Large
companies tend to strive to simplify the complexity

of their own operations to be able to achieve a higher
degree of freedom in their business processes. Con-
sequently, processes are not adequately documented,
and data is not captured and stored with the requisite
granularity and quality. When these companies are
faced with higher requirements on data quality by ex-
ternal parties like end-customers, regulating author-
ities or business partners, it could be a painful wake-
up call. Attempting to implement a better order in the
base data of a fully operating business is comparable
to performing engine repairs on an airplane while it is
airborne. Frequently, the solution involves implement-
ing a new IT platform, such as a more robust ERP or
master data platform. This enables the enhancement
of data quality to coincide with the implementation of
the new platform.

Yet another problem is simplifying data architecture
work by putting it in the hands of large commercially
available off-the-shelf platforms. To avoid tedious
data management work, organizations rely on the
data architecture presented to them by large solution
platforms. The argumentation is that these plat-
forms have many kinds of customers and hence they
probably have already thought all data architecture
aspects through anyhow. Later it’s not uncommon
that these organizations discover the hard way that
the complexity of their own business does not fit into
this architecture. Then, costly adjustments are made
to the solution platforms, data lakes are installed to
bridge the gaps and analytical tools are installed to try
to understand the data. If these mistakes are repeated
frequently across the organization, the final situation
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rather attempt to minimize the damage done?

Well, a Data Fabric focused on connecting all data

in a business in an easy achievable platform in one
place will mostly focus on damage control. To increase
the data quality and reliability it is not enough to

just connect the data with the surroundings. Here is
where a structured approach to cleansing, normaliz-
ing, and analyzing the data on the fly can make a real
difference. However, even if we could attain a higher
level of data quality by incorporating capabilities for
“on-the-fly-data-quality-improvement” such as Al, ac-
tive metadata, and machine learning, it’s essential to
maintain a skeptical approach regarding the reliability
of the output. Data-driven decision-making assumes
that the data is as accurate as possible. However,
would you trust entirely machine-generated data to
make critical decisions?

Given this rationale, it’s probable that Data Fabric
architectures will initially see implementations in
domains characterized by high-volume public data
flows. In these contexts, data can be interpreted and
acted upon with a lower risk of serious consequences
in the event of faulty actions. However, as algorithms
improve, Data Fabric architectures are likely to ascend
in the value chain, eventually becoming a substantial
data source in executive decision-making.

Another common problem is to establish and operate
a working data governance organization. Many con-
sider working with data governance to be a tedious
and time-consuming task that often does not receive
adequate attention. Furthermore, even when pri-
oritized, it is frequently assigned to individuals with
limited understanding of the potential business con-
sequences of poor or inaccurate data. By implement-
ing a sophisticated Data Fabric Architecture some of
the problems generated by poor data governance
could potentially also be addressed by establishing

a self-healing active metadata architecture. While it
may seem utopian at this moment, accomplishing this
feat would yield significant potential.
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What data fabric related technologies are there on
the market?

When it comes to technologies related to Data Fabric,
these can be classified into different categories:

e To start with, there are metadata technologies,
such as data catalogs. Providers of data catalogs,
such as Atlan and Informatica, tend to view meta-
data as a central part of the Data Fabric. These
companies also seem to have come the farthest in
Al capabilities related to Data Fabrics.

e Other companies like TIBCO, IBM and Microsoft
tend to view data pipeline platforms or data inte-
gration platforms as central to Data Fabrics.

e Companies like Denodo and Cloudera which have
a legacy in data virtualization over several cloud
platforms provide offerings that tackle the issue
by handling data across multi-cloud environ-
ments.

Not surprisingly the different vendors tend to accom-

modate the Data Fabric concepts as much as possible

into their own domains. In the table below we high-
light some of the vendors in this domain and their
current offerings in the Data Fabric area.

How, and to what extent, do these technologies

address the challenges above?

Depending on how we view Data Fabrics, and what

we need to get out of them, we could look at the

following three components:

e A data discovery part, which in essence means a
metadata model which can push information to
the user.

e Adata pipelining/integration part, where data is
pulled from the source system and prepared and
served to the user that needs the data.

e An active metadata part, where the organization
might cater and compensate for some of the
worst data quality issues in the underlying data
by actively and virtually create the metadata from
inbound data instead of matching inbound data
against static metadata in the background.

However, merely focusing on data discovery and auto-
mation for data pipelines would only address part of
the issue as outlined earlier. The common perspective
is that a Data Fabric platform should encompass data
discovery, data catalog, and hybrid integration tools to
effectively tackle these challenges.
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Some experts offer Al capabilities to achieve the
active metadata setup and argue that without this, it
cannot really be considered a Data Fabric platform.
The main argument is that if we are aware of which
data assets exist and what level of quality those data
assets hold, then we can address data quality issues
in real-time using Al and machine learning to provide
a shield of automated data improvements that will
result in improved quality compared to the underlying
sources. Nevertheless, to make decisions based on
this aggregated data, you must have a high level of
trust in your algorithms.

Working with metadata has traditionally been a
time-consuming and relatively static process, involv-
ing the analysis of required attributes and character-
istics of data objects. However, in the future, ad-
vancements in technology could enable machines to
interpret metadata dynamically, analyzing input data
and utilizing Al algorithms to meta-tag data based on
similarities with previous instances. This would un-
doubtedly represent a paradigm shift in data interpre-
tation, capture, and analytics, unlocking the potential
for advanced data handling in a fraction of the time
compared to current methods.

Some providers are also taking this one step further
and are integrating Al tools to create a spoken natu-
ral language interface to the data discovery module
making the data even more accessible.

What do we see as challenges with Data Fabric?
Implementing a seamless data layer on top of a large
and scattered data landscape brings its fair share of
challenges. It is likely that organizations with complex
IT/data landscapes will be those with the most to gain
from investing in a Data Fabric architecture. On the
other hand, the implementation of such a fabric proj-
ect could be an arduous and time-consuming process,
increasing the possibility of failure.

While legacy issues such as data accessibility and
presenting the data in a consumer-friendly format re-
main, modern hybrid platforms have the tools built-in
to address them.
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Provider Product Type Solution
Data pipelines, Data . o
IBM Cloud Pak Catalog Two main components: data pipelines and data governance.
Data integrations, Data Mainly integrations and pipelines across a distributed data
TIBCO Agile Data Fabric ) € ) Y inieg p|:t
pipelines architecture
A set of different technologies which are relevant to a Data
CLAIRE, Data . . . -
. Data Catalog (incl. Data| Fabric. Their data catalog and data prep pieces of software are
Informatica |Catalog, Data Prep ) i ] ]
Discovery) pushed as components in the Data Fabric, and also using the Al
model CLAIRE to discover data.
The product is not considered a Data Fabric, rather that it as a
. data catalog can enable a Data Fabric. Atlan’s view of Data Fabrics
Data Catalog Data Catalog (incl. Data o . .
Atlan DI ) is quite close to the view of Gartner. There is an Atlan Al
iscove
ié announced, which is supposed to be a natural language data
discovery tool.
Application, APl and | A platform for data pipelines, which allows data governance and
Qlik Talend Data Fabric data data integrity evaluation as well as integrating the different
integration applications and APIs that produce and consume data.
Data integration, Data
¢ Ig Dat Virtualized/connected data sources (SAP and non-SAP). Single
catalog, Data . . . . )
SAP Datasphere . o g | source for data integration, cataloging, semantic modelling, data
Virtualization, Semantic . i L
, warehousing, and virtualization.
Modelling
Access, manage, and analyze data from different sources, (edge,
Ezmeral Data . o ) . o
HPE Fabri Data Virtualization cloud or on-prem). Acts like a data virtualization software that
abric
works across cloud, hybrid and on-prem systems.
Data virtualization platform that works in multi cloud
environments, there seems to be possibilities of adding Al and
Denodo Denodo Platform Data Virtualization semantic layers, allow multiple sources. Denodo states that it
provides a base for a Data Fabric while not stating that it is a Data
Fabric.
Combination of a data tools that are seemingly quite easy to use
with lower barriers to analyze and get data. With the Onelake
datahub it is possible to connect and explore data. Pipelines can
Microsoft Microsoft Fabric Data pipelines be created through either Azure Synapse or Data Factory, which
both are part of the MS Fabric product. Some questions remain
concerning whether there is a data discovery part and how the
integration concept works.
Cloud platform that allows integration between different data
sources, such as multiple cloud platforms. Several data modules
Cloudera CDP, SDX Hybrid Cloud Data P P

including a central data catalog contribute to a Data Fabric using
Cloudera products.

Exhibit 3: Offerings of different vendors in Data Fabric area

ViewPoint Annual Edition 2024



If a company has successfully implemented technol-
ogies for data access and publication, the primary
challenge moving forward will be ensuring the trust-
worthiness of the outcomes. It is tempting to think
that an enterprise’s common Data Fabric is seen as

a cure for the bad underlying structure. What you
achieve by implementing a Data Fabric on top of this
mess is that you get a centralized mess where you
easily can access the underlying bad data. This makes
the poor data quality more visible rather than being
restricted to a backbone legacy environment, translat-
ing into business decisions likely being taken based on
incorrect data!

So, the real concern will be around data quality. The
most effective approach to addressing this concern

is by improving data quality at the source through
processes such as data cleansing and enrichment.
Further, an understanding of metadata and data
structures will be required. Al can assist in automating
manual and time-consuming tasks, not only in tidying
up data sources but also during real-time data con-
sumption.

0 ¢
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What are our conclusions and recommendations?
To summarise, we feel the following observations are
note-worthy:

e Consider Data Fabric to be an architecture rather
than a tool.

e Currently, we do not observe any vendor in the
market offering a comprehensive tool or platform
for building a Data Fabric architecture. However,
several vendors provide platforms and tools that
could serve as essential components of your over-
all Data Fabric architecture.

e Investing in a Data Fabric architecture must be
seen as a research proposition where parts of the
investment can be attributed to building knowl-
edge and gaining experience. Prepare for the
need to replace components in your architecture
later, as the technologies mature.

Data Fabric architecture will find its first successful
and cost-saving implementations in organizations with
a high volume of data exchange with the external
world and where the quality level of the data ex-
change is not critical. For example, the distribution of
reviews on hotels, products and restaurants to many
different sites and platforms.
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Introduction

In the evolving landscape of digitalization, agile de-
velopment has become a preferred approach for de-
livering high-quality solutions. The flexible and iter-
ative nature of agile makes it an attractive approach
in an environment where requirements often evolve
over time. However, this flexibility can also introduce
uncertainty in delivery timelines, costs, and out-
comes for an organization.

Challenges

When sourcing Application Maintenance and Devel-
opment (AM/AD) services in an agile context, through
external suppliers, a common challenge arises. Ag-
ile teams and development services are generally
sourced on a time and material basis - often without
a common supplier strategy. Time and material con-
tracts allow for a great deal of flexibility as suppliers
provide resources based on the number of hours
worked, and customers adjust priorities as new in-
sights emerge during development. However, this
approach places the bulk of the risk on the customer,
as they are paying for the supplier’s time, regardless
of the quality or functionality delivered. Without a
common supplier strategy there is also a risk of mis-
alignment between the suppliers (in situations where
they may have different objectives) as well as with
the customer’s objective.
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Risk-sharing through commitment to results

A more effective approach to outsourcing agile AM/AD
services is through contracts focused on risk sharing,
clear responsibilities as well as commitment to com-
mon ways of working.

Risk should be distributed between the customer and
the suppliers, where the supplier should be committed
to support the customer’s strategic objectives and in-
centivized to deliver tangible and predictable results.

These risk-sharing focused contracts can include out-

come-based milestones or other mechanisms that
align the supplier’s performance with delivery success.
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supplier agree on the scope of functionality to be
delivered. These sprint-level handshakes act as
micro-call offs, ensuring the supplier commits to
delivering within the agreed scope and timeframe
Increment-level follow-ups: At the end of each
increment (typically four to six sprints), both par-
ties conduct a formal follow-up on sprint delivery.
These follow-ups serve as checkpoints where com-
mitted delivery within the increment is compared
with actual delivery. By tying payments to the per-
formance over an increment, the customer can
better control costs and ensure predictability.

Increment delivery precision: An increment de-
livery precision is a powerful risk-sharing tool. It
holds the supplier accountable for delivering to, at
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Mechanisms to ensure commitment, shared risk and
predictability

Below are some examples of mechanisms that could
be introduced to ensure that both predictability and
shared risk are built into the agile sourcing agreements:

e Preferred suppliers with a formal responsibility to
enable and support the customer’s transformation
or innovation agenda

e Agreed team size and cost: The customer and sup-
plier agrees on a baseline for the configuration
and size of the agile team(s) —and thus a fixed run-
ning cost for the team(s). Changes to team config-
uration or size, and thus running cost, should be
agreed upon between both parties.

e Handshake agreements at the sprint level: At the
beginning of each sprint, both the customer and
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Agreed team size and cost

Shared risk

Agile development

least, a pre-agreed percent of the functionality in
the sprint handshakes and pre-agreed quality lev-
el, as a condition to full payment. If the delivery
falls short, a part of the payment could be deduct-
ed. The size of the deducted payment could be
dependent on both the quality and functionality
delivered. e.g quality and delivery performance.
On concurrent increment under-performance, an
even larger amount could be deducted.

Earn-back mechanism: the supplier could be giv-
en the possibility to recover part of the deduct-
ed payment if the supplier’s performance signifi-
cantly exceeds the committed delivery during an
agreed number of increment follow-ups after one
follow-up resulting in payment deduction due to
under-performance.
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e Fixed price bundling of base-services: To achieve a
high degree of predictability, base-services such as
upgrades, incident management, planning and re-
porting, could be bundled together as a fixed price
commitment for the supplier. This would also put a
pressure on the supplier to automate and simplify
services within the fixed price scope.

The ultimate goal of these mechanisms is to enhance
cost efficiency in agile AM/AD sourcing by ensuring
predictable delivery and creating a fair distribution of
risk between the customer and suppliers. By focusing
on agreed team and scope, performance-based pay-
ments, and rigorous follow-up mechanisms, custom-
ers can limit the financial risk of delays or scope creep
while still benefiting from agile’s adaptability.

This shared risk approach motivates suppliers to deliv-
er value while safeguarding the customer from over-
paying for underperformance. Additionally, by linking
full payment to outcome, organizations can ensure
that their investments yield tangible results, pro-
moting both cost efficiency and high-quality results.

Summary

For organizations looking to gain the benefits and flex-
ibility of agile development, while still maintaining
predictability and cost control, shifting to a risk-shar-
ing contract model is a key strategy when sourcing ap-
plication maintenance and development services from
external suppliers.
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Preparing for ESPR Compliance
The DPP Chicken Race: Key CIO Challenges and
Strategic Actions for Digital Product Passport

Introduction:

InJuly 2024 the European Parliament made a historical
decision to approve years of work going into the leg-
islation named “Eco-design for Sustainable Products
Regulation” (ESPR). This will have large-scale effects
on the requirements put on by companies selling or
producing products intended for the European market.
One requirement that is part of ESPR is that products
should have a so-called Digital Product Passport (DPP).
In this viewpoint, we at Opticos describe ESPR, DPP,
and the potential challenges it might be to a manufac-
turing company CIO.

In short, these CIO will enter a waiting game, where
they can act as forerunners, risking going wrong or fol-
lowers risking being late. So, the CIO will find them-
selves in a DPP Chicken Race.
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Background on ESPR

The proposed ESPR legislation is a cornerstone in the
European Commission’s strategy to establish environ-
mentally sustainable and circular products as the new
norm. This will be achieved by requiring companies
to provide sustainability and circularity data on their
products using a Digital Product Passport (DPP), lead-
ing to voluntary data sharing and expansion to other
sustainable aspects under Union legislation.

Uncertainties remain about what product groups will
initially be prioritized. Some groups are expected to be
impacted as early as 2027, identified by the EU iden-
tifying as suitable first movers. Most industries and
product categories, however, are expected to be sub-
ject to regulation by 2030. The legislation will be equal-
ly applied to products intended for consumers (B2C) as

2023 2024 2025

Q3 2024
ESPR Approved

Eco-design for Sustainable Products Regulation

well as for professional (B2B) markets.

The first delegated act specifying the product groups
is expected to come into force soon. These groups will
likely include those highlighted in the Circular Economy
Action Plan (CEAP), such as electronics and ICT, batteries
and vehicles, textiles, plastics, construction, and build-
ings. Although packaging is mentioned in CEAP, it is not
expected to be covered by a separate delegated act.

Furthermore, even though the ESPR is European leg-
islation, it is expected to have a global impact, given
the inherently global nature of supply chains, it is also
likely that other regions will follow. This is partly due
to political ambitions on fighting climate change, but
also due to making manufacturing companies compet-
itive. Since European legislation is implemented in a
way that if you want to still sell or supply the European
market you will need to follow the ESPR. By introduc-
ing similar legislation, pressure will be put on manufac-
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turers to level up their game and still be able to export
to regions with legislation in place. Of the followers,
the expected upcoming US legislation will most likely
be the one with biggest impact.

As noted, the ESPR regulation is currently in develop-
ment, implying several uncertainties such as:

Scope: How should requirements vary based on com-
pany size, and what is the appropriate level for apply-
ing Digital Product Passports?

Technology: Questions arise about the storage and
management of data, the choice of carriers, and the
methods for accessing data

Data: What specific information will be required, and
to what extent? Additionally, considerations include
identifying who will be responsible for collecting, up-
dating, and verifying the data

2027 2028 2029 2030

2030
Expected to be drafted for the
majority of industries

%
2027-2030

Gradient Roll out covering the majority of product groups

2027
Delegated act for the first product
group to come into force

These aspects are still evolving and will be clar-
ified as the ESPR regulation progresses. This
makes it difficult to accurately balance your ef-
forts now. As a CIO it’s essential to be prepared to
act and understand potential challenges ahead.

Digital Product Passport overview:

A Digital Product Passport (DPP) serves as a tool to
gather and share information about a product through-
out its entire lifecycle. It helps identify what product it
is and showcases basic information as well as detailed
data on sustainability, environmental impact, and re-
cyclability of a product. The DPP records data from the
entire supply chain, detailing where the raw materials
come from and how the product was made. This infor-
mation is then shared among different stakeholders,
unlocking product insights and highlighting advantages
and practical applications.
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The data can be shared using different methods such as
QR codes, barcodes, or NFC technology. The most like-
ly option initially is using QR codes, given their wide-
spread adoption across diverse industries. This pref-
erence is attributed to their common usage, ease of
use, strength, and flexibility in connecting with smart
devices. QR codes have potential security risks due to
its simplistic nature with weblinks that can easily be ex-
changed by just adding an exchanged QR code on top
of the original one, where users end up in fraudulent
sites. It is therefore likely that more robust technolo-
gies will be developed over time.

All information requirements for a digital product
passport should be relevant and serve a purpose. Each
piece of information should have a clear scope and pro-
vide tangible user benefits throughout the product life
cycle. At this stage, there are uncertainties regarding
the information required for different industries and
product groups. However, the European Commission
will further elaborate on this in delegated acts, aiming
to enhance the following product aspects:

e  Product durability and reliability

e Product reusability

e Product upgradability, reparability, maintenance
and refurbishment

e The presence of substances of concern in products

e Product energy and resource efficiency

e Recycled content in products

e Product remanufacturing and recycling

e The product’s carbon and environmental footprint

e The product’s expected generation of waste mate-
rial
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On top of this, producers might use the digital product
passport for linking to relevant documentation on the
products such as user manuals, support pages, soft-
ware download pages, etc.

Challenges for the CIO

In most companies the implications this new legisla-
tion will create will not be owned by the CIO or the
IT organization. The ownership will likely land in R&D,
Product management, Operations or the Legal or Sus-
tainability departments. However, like what happened
in the case of the GDPR legislation that was owned by
HR and where many of the required actions landed on

the IT organization to resolve, it is logical to assume
this will be the case also with the ESPR/DPP legislation.

Business requirements on R&D, Operations and Legal
will be broken down into IT requirements and will be
put towards the IT department as change or transfor-
mation requests.

Like other major legislative agendas have done in the
past (e.g., GDPR), the ESPR will significantly impact
the IT landscape of large companies. It will affect ap-
plications that handle product data. In organizations
focused on developing, manufacturing, and selling
products, experience at Opticos indicates that this typ-
ically encompasses 30-40% of their total IT landscape
[3]. In large manufacturing companies, this can equate
to hundreds of applications. While not all applications
will be affected, many may need to be adjusted to con-
tribute data to the Digital Product Passport (DPP).
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What kind of changes might be needed in those sys-
tems?

Product Data Architecture: To keep and publish prod-
uct data to end consumers as regulated in ESPR and
DPP the ability to keep consolidated product data in
one place and being able to publish this is essential.
When multiple applications handle data to be used in a
publication platform like this, establishing a consistent
metadata structure and standardizing attributes, both
in terms of descriptions and data content, become es-
sential. This can pose a significant challenge for large
companies, particularly those with competing silos of
product information, often a result from historical fac-
tors or mergers

Product Data Identifiers: To ensure accurate data re-
trieval, each product requires unique identifiers, such
as model numbers, article numbers, and serial num-
bers. The combination of these identifiers should be
unique within the company and, ideally, globally. Stan-
dards exist in this area, such as GTIN from GS1; howev-
er, it is worth noting that some of these standards are
published by organizations with commercial interests
Product Data Quality & Supply: Even after addressing
the challenges related to product data architecture and
unique product identifiers, the most significant hurdle
remains; populating product data with high-quality in-
formation for critical attributes. While this may seem
straightforward, many of these attributes likely con-
sist of data not directly controlled internally, requiring
input from suppliers. Ensuring both the delivery and
quality of this data will necessitate updated contracts
with suppliers, as obtaining this information can in-
volve substantial efforts on their part. Most manu-
facturers and their suppliers may even need to trace
several steps down in value chain to gather data on
metrics such as CO, emissions or water usage

Even with strong efforts to address the challenges out-
lined above, implementation within existing IT systems
can still encounter obstacles, particularly with older
legacy applications that may be unable to handle nec-
essary changes without disrupting other operational
functions. Additionally, there is the question of how
much to invest in outdated platforms, especially those
that are already past their intended lifecycle.

Many companies will investigate mitigating solutions,
building translating and aggregating data lakes / data
fabrics instead of fixing the issues in the source sys-
tems. This might work for publishing the DPP data to
end consumers, however it will introduce other is-
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sues. These data lakes / data fabrics might become
business critical solutions for other departments that
have direct access to the customers like product doc-
umentation and aftersales. These departments need
to see the same information that the end-consumers
see and suddenly, these solutions have become part of
the day-to-day operational IT solutions creating trans-
actional data like tickets and spare part sales. Getting
these normalized and aggregated solutions to provide
data in a non-normalized and de-aggregated structure
to these operational solutions might be quite cumber-
some. However, for many companies these aggregat-
ed solutions built on top of the old backbone will be
needed to at all be able to meet the requirements put
by DPP in time. When establishing these solutions, it
is important to understand the long-term risk in those
solutions.

Our recommendations for the CIO and initial actions
So how should you as the CIO go about taking on
these challenges? Opticos has a 7-step approach that
can give you a better understanding of the challenges
ahead for your organization. Step 1 is understanding
the stakeholder situation and step 2-7 is to understand
the magnitude of the data and IT challenges. Even if
the ownership of the data challenges most likely re-
sides in the business it’s not likely that the business
themselves will have the capability to conduct the
analysis required in step 2-7. That’s why it’s likely that
the IT department will be involved and as the CIO it is
wise being prepared for this.

The 7-step approach:

e Investigate how and when ESPR will affect your
company. As a CIO this might initially mean under-
standing who is responsible for this question and
how your company’s products are affected.

e Get an understanding of what data you need to
publish and what potential gaps you have in sup-
plying them

e Understand if data is needed on the product mod-
el/article level or on the individual product level.
The latter increases complexity and demands of
traceability quite dramatically and if it’s possible to
avoid this then big efforts can be avoided

e Understand and set the data architecture needed
to achieve the requirements and understand if this
architecture can be achieved with existing data
sources, modified data sources or new data layers
aggregating and transforming the data into the ar-
chitecture you need
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e For the data you already have available investigate
if the format and granularity are consistent over
different data sources and in line with expectations
on the ESPR publishing formats

e For the data you don’t have available, investigate
if this data can be supplied internally by your sup-
pliers and if the latter start discussions and nego-
tiations with them to get that data provided in the
future

e Secure that the data collected and published is of
equivalent quality, since it’s going to be visible to
end-consumers and authorities and bad data will
lead to a bad market reputation in the same way
as bad product quality

The time these challenges will require depends on your
as-is situation, as well as the complexity of your PLM/
ERP landscape. It is also dependent on how big and
complex your product portfolio is and lastly how big
your network of component suppliers is. For a large-
scale manufacturing company, selling complex and
assembled products, we at Opticos estimate that this
is years of work rather than months. Therefore, good
advice is to start sooner rather than later to meet the
regulation timeline.

Business enablement and risks

The legislators in the EU are mostly motivating this
type of legislation with decreasing environmental im-
pact and fighting climate change. However, there is
also a competitive advantage for companies to adopt
this in a timely and appropriate way. By adopting the
legislation companies can protect their products from
being banned on the European market. Furthermore,
if other less serious competitors’ products are banned
then there will be less competition in the market. So,
less competition can be expected for those that do this
right. Long term when governments or legislating bod-
ies in other parts of the world eventually put similar
legislation in place, the companies with this infrastruc-
ture in place will have an advantage over those that
chose not to make these efforts up front.

The primary risk for companies starting early and at-
tempting to be early adopters is that they might invest
in solutions that do not ultimately fulfil the actual re-
guirements, once clarified and formalized. Solutions
in this field remain relatively immature, and there are
opportunistic players aiming to be first on the market,
often without offering effective, comprehensive solu-
tions. Conducting thorough evaluations and relying on
neutral, unbiased advice is essential to avoid missteps.
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Being an early adopter also means risk overinvesting
if legislation in the end has lower requirements than
was originally being communicated. However, simply
waiting for an industry standard to emerge also car-
ries significant risk, as delays could ultimately lead to
products being barred from the European market due
to non-compliance. From Opticos we believe that our
7-steps approach as described above is a balanced way
of preparing without making unnecessary commit-
ments and investments early on.

Conclusion

Aligning with ESPR requirements is crucial for compa-
nies aiming for sustainability and market success. ClOs
as well as other business leaders should strive to be
well prepared for upcoming challenges. ESPR/DPP will
for most manufacturing companies require substantial
system upgrades or changes and enforced data man-
agement. It will also require a completely new level of
supplying data from suppliers. Acting proactively as a
ClO in accordance with Opticos recommendations in
this viewpoint will lead to reduced risk of IT ending up
on the critical path for future compliance. A proactive
ClO will also gain trust in the business and strengthen
the position as a strategic partner.

For ClOs or business owners seeking guidance in
streamlining this process, Opticos offers expertise to
navigate ESPR compliance effectively. Please reach out
to see how we can support your organization in this
sustainable production transition.
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In today’s global business environment, companies
increasingly partner across borders, forming diverse
teams that bring together different nationalities and
cultural perspectives. While these collaborations of-
fer significant opportunities for innovation, they also
present challenges, particularly when it comes to
managing change. Ensuring the success of change
initiatives in culturally diverse teams requires busi-
nesses to address the unique hurdles posed by cul-
tural differences, communication styles, and geo-
graphically dispersed teams.

From our consulting experience, we’ve seen that
managing these challenges demands structured ap-
proaches that address cultural and communication
barriers. It’s not about prescribing a one-size-fits-all
solution but finding the right tools to adapt to the
specific cultural contexts of the teams involved.
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Common Challenges in Global Teams

Global organizations often face recurring challenges when working with culturally diverse teams. Some of them are:

Different Approaches to

Decision-Making @
Some cultures prioritize consensus and group

N

involvement, while others favour speed and
decisive leadership. Balancing these
expectations in global teams requires a

thoughtful approach.

]

Perceptions of
Hierarchy and Authority

In certain teams, hierarchy plays a central role, with
strict deference to authority. In contrast, some teams
operate within flatter organizational structures,
emphasizing collaboration and equality.

Managing Cultural Differences in Practice
Here are some practical tools and strategies that we’ve
found effective in managing cultural diversity:

e Cultural Awareness Workshops: Cultural aware-
ness is more than a formality—it’s an essential
starting point for collaboration. We’ve found that
offering targeted cultural awareness training helps
team members understand diverse perspectives
and workplace behaviours. For example, in hierar-
chical cultures, employees may defer to authority,
while in more egalitarian cultures, decision-mak-
ing tends to be participatory. By educating employ-
ees on these differences, workshops enable better
communication across hierarchical and cultural
divides.

e Social Engagement and Team-Building Activities:
Building trust and rapport is crucial for change
initiatives to succeed, particularly in collectivist
cultures where group harmony is prioritized. Or-
ganizing social activities or team-building exercises
helps break down barriers and fosters a culture of
openness. These activities also contribute to work-
life balance in more indulgent cultures, improving
team satisfaction and cohesion.

e Establishing Ground Rules and A Common Vision:
Establishing clear ground rules—such as prioritiz-
ing the company’s success, encouraging account-
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indirect, nuanced ways of conveying
messages. This mismatch can lead to

Varied
Communication Styles
Direct communication is effective in
some cultures, but others may prefer

R

misunderstandings or conflicts.

ability, and fostering collaboration—ensures that
all stakeholders are aligned and working towards
the same goal. This helps streamline interactions
and creates a structured framework for effective
teamwork across cultural boundaries.
Stakeholder Mapping and Engagement Plans:
Identifying key stakeholders and understanding
their influence is vital in high power distance cul-
tures, where leadership approval may hold sig-
nificant weight. In cultures with high uncertainty
avoidance, early and frequent stakeholder engage-
ment reduces resistance to change. Effective en-
gagement plans ensure that stakeholders are kept
informed and that their feedback is integrated
throughout the change process.

Unified Communication Platforms and Escalation
Processes: Clear communication is a cornerstone
of managing change. A unified communication
platform allows teams to share updates, raise
concerns, and provide feedback, no matter their
location. In high uncertainty avoidance cultures,
defined escalation processes offer security and
clarity, while in more individualist cultures, such
platforms empower team members to voice con-
cerns directly.
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e Empowering Local Leadership and Change Agents:
Local leadership plays a key role in bridging cul-
tural gaps. Leaders’ familiar with local customs
can adapt change initiatives to meet their team’s
expectations. In hierarchical cultures, empower-
ing local leadership ensures that change efforts
respect the existing structure, while in collectivist
cultures, local leaders can foster group consensus
and collaboration, making change more sustain-
able.

e Feedback Loops and Continuous Improvement
Mechanisms: Regular feedback loops are essen-
tial to address concerns early and adjust change
initiatives based on real-time input. We’ve found
that continuous improvement mechanisms are es-
pecially effective in long-term-oriented cultures,
where gradual growth is highly valued. In high un-
certainty avoidance cultures, frequent feedback
reduces fear and builds confidence in the change
process.

Case Study: Managing Collaboration Across Multiple
Stakeholders in a Global Transformation

In one of our recent engagements, we worked with a
client facing the challenge of managing collaboration
across multiple stakeholders—both internal and exter-
nal—spanning several regions, including the UK, Swe-
den, the US, and India. The complexity of this setup
was compounded by the fact that different cultures,
priorities, and working styles needed to be aligned for
the transformation to succeed.

To address these challenges, the company implement-
ed several ground rules that ensured effective collab-
oration:

e Put the Company First: This principle guided all
stakeholders to prioritize resolving business prob-
lems over individual disagreements. It helped to
maintain focus on the company’s overall success.

e Be Accountable: Everyone was expected to
demonstrate accountability for their roles and re-
sponsibilities. This fostered a sense of mutual re-
sponsibility, encouraging transparency and owner-
ship.

e Work Collaboratively: The mantra was simple but
powerful—everyone’s efforts collectively contrib-
uted to the company’s success. This reinforced the
importance of partnership across internal teams
and external suppliers.

e Share Knowledge: Knowledge sharing was empha-
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sized as essential to the success of the transforma-
tion. All stakeholders, whether internal or exter-
nal, were encouraged to ensure that no part of the
ecosystem was left unprepared.

Alongside these ground rules, we facilitated cultural
awareness training to help the teams understand the
diversity in communication styles, decision-making
processes, and approaches to authority across differ-
ent regions. This holistic approach—combining struc-
tured ground rules and cultural sensitivity—ensured
that all stakeholders, regardless of location, could work
together cohesively and achieve the desired outcomes.

Conclusion: Communication, Relationships, and Psy-
chological Safety as Catalysts for Success

Managing cultural differences in global teams requires
more than just awareness—it demands flexibility,
trust, and a commitment to continuous learning. From
our experience, the most successful teams are those
that understand the pivotal role of communication and
relationships in bridging cultural divides. Open, flexible
communication fosters trust and builds psychological
safety, where team members feel comfortable express-
ing their ideas and concerns without fear of judgment.
This environment of psychological safety is crucial in
diverse teams, as it encourages open dialogue and
supports collaborative problem-solving.

Equally important are the relationships within the
team. Strong personal connections, built through both
formal and informal interactions, help break down
barriers and create a sense of unity. These relation-
ships make it easier for team members to navigate
cultural differences and collaborate effectively, even in
high-pressure situations.

By embedding communication, psychological safety,
and relationship-building into the core of your change
initiatives, organizations can turn cultural diversity into
a strength. When teams embrace cultural differences
as an asset, not a challenge, they unlock the full poten-
tial of their global workforce. This inclusive, adaptive
approach not only enhances collaboration but ensures
the long-term success of your initiatives.
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Value Realization in a ModernIT

Organization

Introduction

In today’s rapidly evolving digital landscape, IT and
technology have become pivotal to business success
and as a result, navigating IT investments has become
a critical challenge for modern organizations. Aligning
these investments with business strategy has become
not just a necessity but a strategic imperative to ensure
that each investment not only supports but also drives
strategic objectives.

Furthermore, funding from continuous improvements
and operational excellence initiatives driven within the
business or IT organization are often expected to drive
out cost, releasing funds that can be used for transfor-
mation and change rather than operation.

In this article, we will present an introductory overview
of the Opticos model, designed to address these key
challenges. The model assists organizations in adopt-
ing a value governance approach for IT investments.
The aim of the model is to create a comprehensive
model that supports the reader in connecting tangible
business values to IT investments ensuring a clear con-
nection between technology initiatives and business
strategy. This alignment is crucial for realizing the full
potential of IT in driving business success.
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We’ll explore how the Opticos model facilitates this
alignment, transforming IT investments into strategic
assets that propel organizational growth and opera-
tional excellence.

The Opticos Model

The Opticos model is an evolution from common
concepts addressing areas such as value governance,
portfolio and investment management, and business
impact value tracking, in combination with customer
assignment experiences.

Opticos has built its service offering and advisory
around the three-step approach and the four key di-
mensions. The foundation of the model is depicted in a
three-step approach that when done right will ensure
that IT investments within an organization will always
support the strategic objectives of the business, and by
so doing ensure the realization of business values. The
four key dimensions are interconnected and essential
to drive business value by identifying and prioritizing
what IT investments will support the business the best
based on its priorities. Both these concepts will briefly
be introduced in the following.

The three-step approach

The three-step approach can be used regardless of op-
erating models or organizational design. However, it
is important to keep in mind that to navigate through
these steps, different tools need to be used to suc-
cessfully implement the model, and that the tools are
chosen with regard to organizational procedures and
existing governance.

i Business strategy :
i change- direction
i and focus

Business capability

i mapping-
i aggregate and
prioritize

What the three-step approach offers is a structur-
al approach to aligning IT investments with business
strategy and ensuring that each investment has been
approved and that it is providing the value that was
intended by value tracking through the entirety of an
investment’s lifecycle.

1. Business strategy change implies that each organi-
zation’s business strategy normally contains elements
where change initiatives have been identified as re-
quired for the strategy to materialize and be achieved

2. Strategic objectives define the requirements for ex-
ecuting the identified changes into a select number of
objectives that can be further detailed and prioritized.
These objectives can put focus on any function or area
within the organization such as HR, Sales, Supply, R&D,
ESG, etc.

3. Business capability mapping breaks down the stra-
tegic objectives from a business capability perspective,
and by doing so, also provides the foundation for what
IT needs are required to secure the business capabili-
ties at an enterprise

4. Investment domains define the specific IT require-
ments at a platform or solution level, closely aligning
with the conceptual mapping of business processes.
This approach ensures that the IT investments support
the operational and strategic needs of the business

Investment mgmt

i prioritize and

i approve projects (to
capabilities)

Strategic objectives
i according to a select
i few areas
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i Investment domain
aligned with
i strategic objectives

O

i Value tracking
i clear ownership and
i metrics in business cases
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5. Investment management is where the investment
domains within IT have been converted into specific IT
solutions, platforms, domains or transformation activ-
ities that will support the strategic objectives to mate-
rialize and subsequently enable the business strategy
to be fulfilled.

At this stage, identified change initiatives have been
converted into programs or projects that need to be
priced in order to be prioritized. To facilitate this, an
initial business case is typically required. This business
case should originate from the originally envisioned
business benefits and expected value outcomes.

6. Value tracking is needed during the entire life-
cycle of each investment in order to ensure
that the expected values identified and show-
cased in the approved business cases are real-
ized. For this, clear ownership and metrics are key.

Four dimensions

The four dimensions can be used to manage IT-driv-
en change where IT is leveraged or required to fulfil
the business strategy and the expected values. The
tool can be used as an end-to-end process to en-
sure value realization as well as a tool to transform
the current IT organization focusing on operation-
al efficiency and the release of IT funding that can

be used for transformation instead of operations.

DEFINE: The desired outcome of the business strate-
gy provides guidance for how funding should be allo-
cated to ensure that the expected business values can
be realized. To ensure the right focus, the three-step
approach can be used to convert the business strate-
gy into tangible strategic objectives, and business ca-
pabilities that are easily mapped to enablement and
requirements within IT

TRANSFORM: Focuses on achieving operational excel-
lence and cost optimization within both the business
and the IT organization. Traditionally, standardization,
consolidation, and sunsetting of the current IT land-
scape contributes to release funding by lowering op-
erational cost that can be used for change initiatives
requested by the business

INVEST: This dimension is the culmination of DEFINE
and TRANSFORM where available funding is distrib-
uted to IT investments that contribute to fulfilling the
business strategy and the strategic objectives set by
the business. By doing so, IT investments will only be
realized where tangible values have been identified
that in a cohesive way can be measured and tracked

Business strategy wanted position
provide focus for limited funding when
outlining strategic objectives and
investment needs

&

Business strategy wanted position
provide focus for limited funding
when outlining strategic objectives
and investment needs
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Business strategy wanted
position provide focus for
limited funding when outlining
strategic objectives and
investment needs

—

Business strategy wanted position provide focus for

limited funding when outlining strategic objectives
and investment needs
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TRACK: Focuses on accountability and responsibili-
ty for the investment, business case ownership, and
tracking value realization over the entire lifecycle of
the investment. It is not uncommon for organiza-
tions to focus on the project phase and take control
over project execution, capitalization, and cash flow,
but lose themselves in the actual operational phase
of the outcome from the investment in question.

It is important to, for instance, reflect over: “Did we
manage to automate the intended processes so that x
number of FTEs could be used elsewhere? Did we man-
age to decrease our storage footprint by consolidating
and lifting local storages to the cloud and applying ac-
tive management of the solution?” just to give a few
examples. Securing the full potential of value realiza-
tion is only possible by adopting a lifecycle perspective

Putting it together

Jointly, the three-step approach and the four dimen-
sions offer a powerful toolset that can be used to
align IT investments with the business strategy where
transformation requirements are driven or leveraged
through IT and new technologies. While the three-
step approach addresses how the business strategy
in a structured way manifests itself in IT investments,
measured and prioritized by business value, the four
dimensions put the realization of the business strat-
egy in an IT strategic and operational perspective.

Given the output from the three-step approach, how
should IT (and the business) distribute its funding
given current operational requirements and future
transformation expectations? How should the IT or-
ganization balance funding of its own service port-
folio to the portfolio of investment, e.g. portfolio,
program, and project management, and how should
the expected and realized values be quantified, prior-
itized, and tracked? With the Opticos model, the us-
ers can choose to apply the whole model as well as
cherry-picking relevant or prioritized parts. The mod-
el can be used as a toolbox of governance activities
and metrics as well as a means to build understand-
ing and collaboration between IT and the business.
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Summary

Organizations of today need to ensure that IT invest-
ments are made based on what business values they
will contribute to realizing. Strategic objectives of the
business strategy need to be linked to business capa-
bilities, processes and supporting IT solutions. With
limited funding, only investments in IT that contribute
to fulfilling strategic objectives should be approved
and prioritized. To raise and enable funding, many
organizations need to optimize and streamline their
current business and IT operations, often through dig-
ital transformation or automation, consolidation, and
modernization.

Regardless of where you are in your business transfor-
mation journey, scaling and leveraging new technolo-
gies and IT to become more competitive, more inno-
vative, or more agile, Opticos can help you ensure that
your IT investment portfolio is governed, tracked, and
aligned towards your long-term strategic objectives of
your business.
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Strategic Considerations While
Addressing Your Operating

Model

Introduction

Companies on a growth journey often come to a point
when taking the decision to set aside time to refine
and/or reassess its operating model. Initiating such a
program is often associated with multiple challenges
but would also bring multiple benefits if successful.
Regardless of whether your business model is built on
flexibility and tailored solutions or aimed at stream-
lined operations focusing on efficiency, volume, and
cost — a well-oiled operating model is needed and can
help your business in the execution part.

To help getting off to a good start and to make sure an
operating model program keeps on track, several fac-
tors need to be addressed. The complexity and scope
of such a task may be daunting. To help power program
efficiency and limit the risk of not reaching the desired
target, we propose paying extra attention to a number
of aspects as listed below.
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Laying the Groundwork: Defining Processes, Scope,
and Objectives

1. Agree on a high-level process landscape

Without strong agreement on what your company’s
key business processes are, there is a high risk of get-
ting stuck in debates on scope, (functional) responsi-
bilities, and overall ambition level with the Operating
Model program.

Ensure agreement of scope with key stakeholders early
on and assign ownership to each of key process to help
make sure key decisions are taken in the work with
developing future state. Below is an example on how
a high-level process landscape might look like for one
company. However, what is considered a supporting
process for one company can for another be consid-
ered a core business process.

for applying for corporate credit cards and lack of per-
sonnel to handle the requests.

3. Tackling High-Impact Areas First: Do not try to solve
everything at once

Trying to solve everything (all at once) and not just the
most important pain points may probably result in a
prolonged and inefficient operating model program
and the desired target may not be achieved.

Build your future state by continuously focusing on
the true pain points and manage your scope to ensure
progress (e.g., in sprints). It is not possible to address
all management processes, core business processes
and supporting processes at once. If, for example, fi-
nance is considered one of the areas with most urgent
pain points, it should be addressed first and later pain
points within other areas can be addressed.

MANAGEMENT
PROCESSES

Financial Strategic Planning Operating Model Project
Management and Management Management Management
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2. Identify and Address Core Pain Points
Understanding and prioritising the real pain points
across the organisation is important to ensure that fo-
cus is on solving the most pressing questions that help
the business see the true value of the work.

Engage with people in the organisation to identify, cat-
egorise, and prioritise pain points in appropriate cat-
egories (e.g., process, people, IT, governance). Typical
pain points within e.g., the travel & expense process in
finance, might be a time-consuming process for han-
dling expense receipts, a document intensive process
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4. Collaborative Redesign: Involve relevant stakehold-
ers

Cross-company involvement is vital to ensure that the
organisation understands what the desired target is
and the expectations on them as well as their contri-
bution in capturing current issues that they experience
(which would need to be addressed). Change is em-
braced best when you feel involved.

Make sure to involve people across the business, en-
sure that there is a combination of functional repre-
sentation and operations.
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For instance, when addressing a process such as order
to cash, many stakeholders (finance controller, trea-
sury, tax, project manager, etc.) need to be involved as
they are all part of the process.

5. Set up a Governance Framework

Inefficiencies and unclarities often come down to is-
sues related to decision-making at various levels in
the company. Agree on what key decisions there are,
who should take them and when. Avoid bottleneck sit-
uations and limit the number of roles involved when
possible.

For example, within finance there are many processes
and the processes in turn have multiple decision points
or approvals. There should be one role responsible for
the order to cash process to ensure that the process
runs smooth and without bottlenecks. The decision
points within the process can have other roles assigned
to them, e.g., treasury to decide on funds flow.
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Conclusion

In summary, to ensure program efficiency and achiev-
ing the target when reassessing the operating model,
make sure to agree on a high-level process landscape,
find the true pain points, address what is important
and do not try to solve everything. Try to involve the
business as much as possible, and secure that gover-
nance and decision-making are clear in the processes.

At Opticos, our team of experienced management con-
sultants specialize in guiding companies through com-
plex operating model transformations. With our strong
background in IT management and business process
optimization, we offer tailored solutions to align your
strategy, people, processes, technology, and gover-
nance for sustainable growth. If you’re embarking on
an operating model reassessment, Opticos can be your
trusted partner.
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