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If you don't have the ability to navigate a new technology paradigm,
you're not even going to be present for the future.!
—Satya Nadella, CEO, Microsoft

Unilever, the Anglo-Dutch owner of brands like Marmite, Ben
& Jerry’s, Dove, and Hellmann’s, spends 14% of its revenues
on brand and marketing. It recognizes the rapid change in its
customers who are becoming more digitally savvy and exhib-
iting different values from past generations. Consumers who
are technophiles and are especially concerned about the com-
pany’s social and environmental impact are on the rise. Cam-
paigns have to resonate with the changing habits.and values
of the customer base. To achieve this, the coripany leverages
machine learning tools to segment consumers.in terms of their
preferences and based on this, uses prograrinatic, data-driven
marketing to send them relevant mess:ges via digital channels.
Sensors are also embedded in everv riiachine and building in
order to provide digital represeritations of every process. This
data is mined, and insights {rcm AI systems and advanced
analytics make possible predictions about quality concerns,
malfunctions, and sustainapility focused process issues. These
automated systems enadle Unilever to reach more customers in
a targeted way, whiic reducing costs and freeing up employee
resources to focus.on other growth activities.

Alan Jope, Lnilever’s chief executive, notes that “the con-
straint is not money . . . but that the ability to manage the
content-driven, highly targeted, data-led campaigns needs new
people with new skills.”> To ensure that there is full under-
standing of how resources, information, and customer changes
are weaved into the digitalization drive, Unilever runsalong-term
bonus scheme for senior executives with new metrics such as a
“sustainability progress index” linked with “responsible digital
marketing.” Aside from cost savings and staying close to new
generations of customers, digitally connecting marketing and
production has allowed the company to launch new products
much faster than it ever could in the past. Few issues tied to Uni-
lever going digital remain outside the domain of finance.



ACCOUNTING DISRUPTED ¢ 3

Accountants believe that there is no business situation that
accounting cannot report on. This is especially so when accounting
reports integrate financial with nonfinancial information. From cost
determinations toauditing, to taxation, to financial analyses, accounting
information enables us to assess financial performance and to make
business decisions. But accounting now faces a crunch - it needs to
reshape itself from the core. The field has focused on reporting pre-
sent and past economic transactions and business outcomes. Several
disruptive trends are now in play that point to significant fissures in
modern accounting expertise. For one, accounting information must
start to speak to what will take place rather than on financial activ-
ities that have occurred. Also, executive action can incressingly be on
autopilot such that financial objectives are pursued as if people were
making decisions but where in fact there is no hun:2a input. So not
only are forms and intents of accounting inforriedion changing but so
are its readers. Further, although accounting usually reports on prod-
ucts passing through the value chain, we're seeing more and more
situations where accounting itself becc:ees part of the products being
reported on. Accounting is, in other words, becoming a whole lot more
complex, and digitization is at the heart of the ongoing disruption.

What do digital technolegies do? They enable businesses to con-
vert physical (analog) texutnto digitized formats. As a consequence,
enterprises alter their business models and work activities by digita-
lizing their processes. Digital transformations move enterprises into new
realms of operatitig where all areas of business integrate digital tech-
nologies and a novel managerial culture takes effect. While accounting
reports have always been about helping business decision-making,
digitalization is unleashing a massive alteration as to what accounting
now needs to achieve. This is because digital technologies have
the power to self-transform and branch out to other sectors of the
economy where productivity also increases. Technology hasn’t always
demonstrated such power. In fact, rarely so. We’ve only seen this hap-
pen three times before. The printing press did that about 600 years
ago. So did the steam engine 300 years ago and the electric generator
200 years ago. Today, digital technologies are upending business phi-
losophies, models, and thinking because they can self-transform. The
pace and scale at which this is happening have no equal in history, and
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there’s no technological U-turn. Accounting cannot afford to stand
still. This book is about how accounting is being disrupted by digital
technologies and the steps the field must take.

While digital technologies are impacting how we experience and
consume things, the digital trajectories within business defy tradi-
tion in their capacity to supercharge economic growth. How has this
come about? It is widely accepted that the First Industrial Revolution
introduced mechanization about 250 years ago. Then, 150 years later,
this was followed by electrification and mass production. Electronics
and automation started a third revolution around 60 years ago. The
ongoing and aptly termed Fourth Industrial Revolution sees our
physical and virtual worlds converging. But this time it’'s different
in that with the first three revolutions, few people ninderstood the
magnitude of changes taking place. However, today /people are aware
of the tectonic shifts that are impacting the~way we produce, con-
sume, move, communicate, and experiexce things. And we know
businesses must act.

But there remains an unknown. fzitae past, managers introducing
radical changes in their operatioi:s ‘ully appreciated what they were
seeking. It may have been ar inivestment to increase productivity or
to rebrand the product; or erhaps they sought to implement flexible
work practices to enhance production flexibility and customer service.
Or possibly, they desired a merger to acquire knowledge and mobilize
new revenue strcams. The paths advanced by decision makers could
be deliberate. purposeful, and directive, leading to defined business
outcomes. A digital transformation, however, can only offer a limited
vision of what the end state might be. There exists no methodology
to put into effect a digital maneuver that leads to a specific enduring
outcome. In the digital world, the African fable must be heeded:
Every morning a gazelle wakes up knowing it must run faster than
the fastest lion or it will be killed and, every morning a lion wakes up
knowing it must outrun the slowest gazelle or it will starve to death.
Likewise, digitization begets digitization, following novel trajectories
in the making. Any hindrance puts growth, if not survival, at risk.
Where digital technologies are deployed, they alter processes, all the
while triggering further changes that become essential but impossible
to predict at the outset. While we are aware that we are living in a
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time of extreme economic renewal, we also know that undertaking
fast iterative change is perforce the only approach that can be adopted.
We cannot entirely fathom where digital paths will take us, but we
know we have to react and be proactive, continually challenging the
status quo. The question for us is what accounting now needs to do so
we can forge effective advances given the extreme ruptures the digital
economy is bringing. To better appreciate how accounting must be
rethought, it is essential to ponder some wider global forces of change
that businesses generally must address.

GLOBAL FORCES RESHAPING THE DIGITAL ECONOMY

In the next decade, the world’s population will grow by a sixth. The
United States population will rise by a meager 7.5% and that of Europe
will decline by 2%. Moreover, 97% of the globeal population growth
will be from the developing world and Easter.1ization — the influencing
habits and customs of fast-developing Asiaii countries — will march
with high velocity. Of essence is that«.tnird of Americans living in
2030 will have been born in the arialog era. In the developing world,
by contrast, 1.25 billion people wi't join the existing 6 billion and all
will have been “born digitai“i if digitization comes to equate with
advancement, then Westcrit developed nations will form a very tiny
portion of tomorrow’s advanced world.

Consider this: China and the United States are now the world’s
two largest ecotiomies. While China is called a developing economy, the
United States 1= among the most advanced economies in the world.
Put together, the two countries account for 90% of the market cap-
italization of the world’s biggest digital platforms. They produce
three-quarters of the world’s patents tied to blockchain technologies
and public cloud computing, and they account for half of the globe’s
Internet-of-Things expenditures. We may now speak of developing
versus advanced economies, but digital technologies pay little heed to
this differentiation. What matters is not where we’ve been but where
we go from here. As such, China has more than 80% of its consumers
using mobile payment systems, whereas in the United States, mobile
payment apps have less than 10% adoption rates.’ Digital systems
are defining economic growth while discarding lead positions. Their
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usage seems neither aided nor hindered by how industrial history has
shaped a nation. Managing as if yesterday mattered has no place in the
digital world we have entered.

What does the ongoing technological shift not infiltrate? It turns
out: very little. National programs of change and growth deeply entail
digital transformations within every level of societal activity. It is antic-
ipated that 70% of world economic value created in the next decade
will have come from digitally enabled platforms.* Across the sustain-
able development goals (SDGs) supported by most nations as guides
to the next decade’s targets for peace and prosperity for people and
the planet, digital developments will impact “virtually all the SDGs,
and affect all countries, sectors and stakeholders,” according to the
UNCTAD’s Digital Economy Report.®

It is, however, critical to understand that svhile the digital
economy covers the globe, it does not do so/in-a consistent manner.
Many emerging-market regions that hav> been slow to invest in
complex industrial structures have hyrer-digitalized economic seg-
ments that are leapfrogging advarnced economy sectors. If there’s
little from the past to dismantle. tt.en change can come about very
swiftly. Antiquated systems in itie advanced world prevail because
it’s difficult to justify replecing them with digitized systems. A case
in point is M-Pesa, the'irtobile phone-based money transfer system
developed in Kenya i 2007. M-Pesa has more registered accounts
than Kenya has inhabitants, and the system moves over 50% of the
country’s GDT ¢ Cenversely, in the West, mobile money movements
on the scale ot M-Pesa would be counter to institutionalized finan-
cial services founded on deeply established regulatory and governance
structures. The excessive complexity of legacy systems, the lack of
shared platforms, the extensive grip over consumers that credit cards
enjoy, and the hardware cost hurdles to sellers all reduce the advent
of mobile money. Inroads made by apps, such as Apple Pay, Google
Pay, Samsung Pay, PayPal, Venmo, Square Cash, and Zelle, among
others, dwarf similar systems in developing nations. This is because
less well-grounded habits tied to the industrial economy help mobilize
the transition over to digital products faster.

The relevance of demographic structures in the digital world
extends much beyond just the significance of location and population
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size. While economic power will see alterations tied to population
changes because of their nation-specific digital proclivities, so will the
values and predilections of people by age group. We can expect that
digitalization will entirely rewrite the social contract between people
and business. This is happening already at an accelerated pace. But the
reformulation of the social contract differs across age cohorts, where
some are born digital versus analog. As a consequence, thought must
be given to who defines accounting controls and for whom.

Consider that the next 10 years will see Generation Xers (usually
classified as those born between 1960 and 1979) in the last third
of their working life and looking to retirement. They grew up wit-
nessing the rise of capitalism and systems of meritocracy and they
benefited from opportunities not available to the previous generation.
Competitiveness and individualism characterizes their mindset. Their
predilection is for management systems that-centure performance
achievement within defined incentives and.zeward structures. Gener-
ation Xers who have succeeded veer toward.tiie consumption of status
labels, branded goods, and luxury artici:<. They tend to be the ones at
the top of organizational hierarchje:. setting the parameters by which
enterprises operate. They will, for wow, define the occupational expe-
riences of millennials (those<varn roughly between 1980 and 1994)
who are entering the 2020s:at the ages of 25-40. This generation will
have seen periods of\gerieral economic stability, the rise of globaliza-
tion, and of course; the internet. Millennials have tended to be self-
focused, thriviny er experiences, interactions, experimentation, and
travel. Their clioices are not founded on lifelong loyalties or a desire
for permanency of any sort. Management systems they react to are
ones that are quick and clear about how positive performance is tied
to immediate returns.

A good proportion of Generation Zers (born between 1995-2010)
are today just entering the workforce. Their perspective is shaped
by an era of mobility and wide social networks. They are the true
digital natives, perceiving the analog world at best as quaint but in
fact incomprehensible. They desire uniqueness, which they like to
communicate to large communities of people, and they subscribe to a
citizenship of ethics and analytical legitimacy that favors authenticity,
acceptance, and openness to different kinds of people and ways of
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being. For them, self-expression trumps the desire to fit in. Their forte
lies in the evaluation of large amounts of information, which makes
them identity nomads.” Having only narrow stakeholder representation
is not something Generation Zers support. They will not tolerate busi-
nesses that lean toward any element of machoism or that discriminate
on the grounds of difference. They favor ones that treat products more
as services that connect consumers. In the digital age, Zers require
unique enterprise strategies and financial assessments that differ from
those that industrial organizations nurtured. Greater fragmentation of
channels, increased connectivity between individuals and firms, and a
respect for truthfulness as well as plurality of ideals all make for altered
approaches to the management of Generation Z workews. A clash of
perspectives between those who celebrate Industridl 4ge values and
those who exhibit digitally grounded propensities ¢an hinder business
growth. Financial controls deployed in enterpitses need to align with
the groupings of culture within the work.oice, especially as people
live and work longer.

Another key element of changing demographics is the increasing
participation of women in woikylaces. In developed economies,
women play a far from equal bui still rapidly growing role as workers
across all industrial sectors: While gender disparities continue to exist,
the proportion of wonicit in technology and startups is increasing
apace. This is positive'y changing business and the functioning of orga-
nizations. Digital trarisformations open new avenues for the economic
empowerment. ¢f women with digital platforms, mobile phones, and
digital financial services enabling leapfrogging possibilities for women
to increase their employment opportunities, and access knowledge
and general information.® Accounting systems will need to adjust, not
simply in identifying and monitoring inclusivity, but also in adjusting
to alternative directions and business model innovations that contrast
with male-oriented enterprise control structures. In the developing
world, the expected population increase of women digital natives in
the next decade will exceed 3.6 billion. The World Bank reports that
digital technologies and new online platforms will create opportu-
nities for women to bypass traditional work and trade barriers, expand
their entrepreneurial skills, and, where social-cultural norms dictate,
enable them to develop flexible careers allowing work and household
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responsibilities to be better managed.® A study across 30 countries
reveals a growing number of women enrolling in higher education
institutions across the Muslim world where traditionally, women
representation suffered extensively.'® Evidence is mounting that women
in all nations are leveraging opportunities and the flexibility offered
by digital technologies both as workers and as consumers. Women'’s
educational adeptness combined with the potential digital technologies
offer combined with the global drive to balance gender inequities will
inevitably alter the workings of business. Accounting systems will have
to concurrently revise the premise of their own workings.

What takes place in business enterprises is influenced by the edu-
cation employees have received. But to what extent is fora:al business
education preparing us for the digitally transformed crganization?
Business academics regrettably remain, in the main, 1argely in the dark
as to what is appropriate management educatic:ior the digital era.
When the world’s first business school was setup over 200 years ago in
France, agricultural work was shifting t¢. ndustrial production activ-
ities. In the United States, Wharton began teaching business 140 years
ago and Harvard established the warid’s first MBA program in 1907.
At the time, the largest industrial ziructures the world had ever seen
were being mounted. Initialiy, business education was grounded in
practice. Industrialists and functional managers were interviewed and
the detailed accounts oi what they did were transformed into case
studies for discussion by business students. This worked well until the
1960s when biisinzss school professors felt the desire for academic
distinction in tie eyes of other scholars. This was a time that saw the
rise of digital processes via semiconductors, computing and later the
internet. But business schools eschewed practice-focused professional
management training, opting instead for the scientific model espoused
by academia.'' Present-day business school professors have not moved
far from economic theorizing that piggybacks on scientific principles,
which they purport define effective management education.

We're now seeing the deployment of robotics, miniature sensors,
artificial intelligence, genetic sequencing, and 4D printing, which
demand an altered understanding of their business potential, while
business school educators remain wedded to advancing academic
research founded on ideas about management education that are six
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decades old. Does this matter? It matters a great deal! As digitalization
moves literally at the speed of light, accounting practices will need
to meet the needs of decision makers who seek business-grounded
solutions. Both accounting information and the analysis of such
information will have to be suitable for executive needs that we have
not seen before. Digitalization may be blind to how we define economic
development, but it won’t be subservient to educational lacunas.

WHAT DO BUSINESSES WANT?

What business would not want to benefit from greater productivity,
a larger range of diverse products and services, heightened quality,
and reduced costs? Business objectives such as thes: are ingrained
in the psyche of industrial era managers. Digitalization goes beyond
this. As we progress into a digitally transforricd 'business world, the
question needs to be asked: Should we timit pursued outcomes to
only those that correspond to our carrent understanding of how
businesses operate? Traditionally, we have regarded the existence of
predictable repetitive tasks as a recson for investing in automation
and digital technologies so that the efficiency of production can be
enhanced. While the reduction of costs is laudable, this objective is
dwarfed by the value to be derived from a significantly different stra-
tegic direction, which digitalization helps maneuver a business into.
The capacity to understand and leverage what digital technologies
can bring is esseniial but also markedly different from Industrial Age
managerial pursuits.

How confident are enterprises that they can navigate the digital
era whilst following their existing modus operandi? In one survey of
2,000 companies, 92% believed themselves to have business models
that would not be economically viable as digitalization takes hold.
Half of finance leaders believe their expertise does not have the right
mix of capabilities to meet future priorities.'> While fundamental
economic logic must prevail, the mechanics of how this logic plays
out in the face of digital technology usage is not well understood. If
we assume that digitalization offers just operational change possibil-
ities, we will have missed the point about its value in connecting and
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propelling more grounded and continuous engagements between
people and structures. Digital processes enable and require a differ-
ent form of analytics that is at variance with accounting’s conven-
tional reporting. Predictive engagement of a type not accessible before
is part of the digital circuitry. An executive mindset that comprehends
evolved business models that eschew traditional business trade-offs
has become essential.

Decision makers have to tackle difficult new questions that have
cropped up. Business executives recognize that demand and supply
always need to be understood to work out the price at which trans-
actions clear. But given that fixed costs have altered markedly and
marginal costs are close to zero and that many cross-cortiections are
in place, what cost management fundamentals shou'd one resort
to? And where digital exchanges can help make sc¢nse of what cus-
tomers seek before any financial exchanges tek-c place, how do we
account for the growth in value for firms t:.at better match product
offerings to customer desires in the abseric2.6i economic transactions?
We know also that digital products cae <onsolidate product offerings
into solo devices where traditionally, a multitude of separate prod-
ucts would have been the norm. ‘A smartphone is a camera, a map,
a thesaurus, a game console.~and more. How do we then deal with
market sales points where iraditional industry product boundaries are
crossed? Simply lookirig for the point of price clearance according to
conventional manageraent folklore can no longer work. Grasping a
wider vision of the potential of digitalization requires transcending the
confines we’venlaced around industrial firm logic.

Applying a digital management mindset necessitates a fundamen-
tal change in our decision-making approaches. Sound executive
action used to imply that small incremental changes should be pur-
sued and feedback obtained to analyze the impact. Such feedback
would then inform the next iteration within a steady path of action.
In current digital contexts, the only safe path is one that is radical and
transformational. What would have been regarded as a strategically
effective move to be undertaken over a protracted time frame conven-
tionally would today more likely have to be swift action that triggers
further near-term deep action.
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WITH GREAT DATA POWER COMES GREAT
RESPONSIBILITY

All enterprises today are, to a degree, tech companies. Data can power
their growth in whatever sector they may be in. In fact, information
processing capacity has its place alongside other core competitive
strengths within organizations to feed through performance. In essence,
all companies must seek to develop capabilities to process and extract
intelligence from data to advance their evolving business models. But
many factors impinge on the process through which data is capable of
effectively driving decisions and value creation. Maintaining the sanc-
tity of data is essential. Data risk across the global business.community is
rising and cyber-breaches are on a growth path. The 2012 CEO Imper-
ative Study that surveyed 200 CEOs from the Aniericas, Europe, the
Middle East, Africa, and the Asia-Pacific region ideritified cybersecurity
breaches as the biggest threat to the global ecciiomy.!? Information that
has high decision usefulness is also subhjeci 20 very high levels of risk.
Educating workers as to sound digital ‘iabits is important for enter-
prises as human errors and the-neagbservance of security protocols
result in expensive system failure costs. Moreover, valuable data can
require input from humans who are dispersed. Information drawn
from different places can ¢ particularly useful but dispersion of data
collection also increases ihe potential of breaches.

The focus of accounting systems has conventionally been pre-
mised on continis associated with recording economic transactions.
Such controls provide assurance about the information collected. But
where data of relevance is not captured through conventional finan-
cial records, information system controls must evolve to provide the
same level of assurance. This enhances the need for awareness by
the finance function as to data sources which are outside the usual
parameters of control. Finance professionals need to expand their
conception of enterprise control in firms that go digital. Security and
assurance is essential in a world of growing business digitalization
where cyber-resilience is of supreme importance.

Aside from information security and assurance requirements,
regulatory limits are being placed about what data may be accessed by
firms and their applicable uses. There is a shift away from the extraction
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and ownership of data to an environment where data is entrusted
by those who produce it and is “borrowed” temporarily. As more
widespread data regulations and compliance requirements take effect,
accounting practices will have to continuously reflect legal framework
changes. Digital data usage departs from the simplicity of recording and
examining financial transactions-derived data that are unproblemati-
cally captured and owned by enterprises. As data analyses and processes
lead to enterprise action that extends the scope for customer personali-
zation, novel modes of trust and security compliance are emerging. For
instance, new systems of reviews and ratings are coming into existence.
Such emerging information sources will increasingly need to be part
of accounting reports. Additionally, where audit and.irdependent
verifications are essential, the scope of evidence will heve to widen sig-
nificantly to encompass different sources of data. The finance function
will need to invest into understanding the role-ci.aigital technologies
that both produce different information typ<s 10 investigate and that
also help in verification protocols to aid cerapiiance.

WHY DATA IS GROWING

Over 40 years ago, Bill Gates vzanted to see a computer on every desk
in every home. This producea a lot of data — much of which remained
within devices. With music, games, movies, and files becoming digital,
data transfers grew. Tuitially, much of the transfers were in one
direction, but thenexchanges could take place, creating more data.
Today, digital devices enable value to be created through interfacing
networks and the widening of connections. Such connections are,
to some extent, triggered by people using those devices. But much
more so, smart devices exponentially increase data exchanges through
interconnections between devices. For instance, citizen-to-citizen data
stems from social media and communications via devices that already
connect half the world’s population. Business-to-consumer channels also
create data via media, services, and consumer activities. Business-to-
business interfacing growingly expands global value chain processes
and enterprise activities, including personnel and financial data oper-
ations. Another growing source of data is also govermment-to-citizen
services. All these connections are producing data at an accelerating
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pace. In the next five years, three-quarters of the world’s population
will be digitally connected and will therefore create avalanches of data.
Where in the world is data growing most? As noted earlier,
population growth will largely accrue to the developing world going
forward. Five years ago, the United States, China, Europe, the Middle
East, and Africa were about at par in terms of digital data production. By
2025, the United States” share will be much smaller than that of China,
Europe, and the Asia-Pacific (including Japan but excluding China).
During that time, the world will see a fourfold increase in data produced!
While people using devices create data, the biggest source of data
production today comes from embedded devices that enable machine-to-
machine exchanges. The internet of things (IoT) comprises.the network
of physical devices, machines, vehicles, and a myriad o1 other items with
embedded sensors like RFID readers, chip cards, sn.art meters, medical
implants, security cameras, cellular networks ~t1eific grids, and others
that invoke interactions that continuously produce growing swathes of
data. Such data, if effectively harnessed, <an-provide avenues that allow
businesses to produce greater value:-incelligent systems that may be
under the purview of the finance ‘unction can give insights into trends
and possibilities, generate adeptie responses, customize user experi-
ences in real time, and deliver . aeep analytics. Harnessing and analyzing
data generated by conrectivities can offer intelligence never before
accessible, which cantecd continuously into decision-making processes.
New data forins. can further permeate the wider supply chain of
processes and quickly point to new strategic possibilities. As noted,
this is a result of digital technologies being able to self-transform
and extend to other segments of the economy where productivity
increases results. In this sense, more data leads to more data creation.
The finance function, as we’ll see in later chapters, will add to this by
producing data about data. Such digital data can be used and reformat-
ted for further use and can be moved, processed, and copied quickly
and cheaply, thereby enabling decisions that could not be pondered
before, and help design new products and pursue alternative courses
of business action. Very importantly, data is not just a product but also
a byproduct whose utility can be extracted.
The rise of digital data is growing across several dimensions.
The volume of data growth far exceeds what could be produced by
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the number of digital devices on the planet because interconnec-
tions between these devices and other digital mechanisms propel
data growth exponentially. But the speed at which data is produced is
also rising. Partly, speed of not just growth but also of exchanges and
access increases the possibilities for data’s use. The increased velocity
of data production can be of particular value say for efficient traffic
flow management, especially where vehicles are becoming “smarter.”
Prioritizing traffic pathways for emergency response vehicles, direct-
ing real-time fraud detection through facial recognition as security
mechanisms, medical diagnostics processes, and so on, all benefit
from the speed of data transfers. By 2025, a quarter of the world’s
data will be accessed and used to add real-time value, @and most of
it will come from 10T devices. One in five human activides will then
rely critically on data exchanges taking place once every 18 seconds
per person.'* Within industry, production proecczes will also rely on
data exchanges. For instance, predictive ma:atenance can be enabled
through IoT technologies whereby sernsors track the condition of
machines and facilities, continuouslycending data to a cloud appli-
cation using communication networiks. This triggers assessments of
maintenance requirements, whichiensure shorter downtimes, greater
production efficiency, and lovwer production costs.

Data is only structurea if steps are taken to make it so. But much
data utility derives ‘from: semi-structured and unstructured forms
of data that can beprocessed for managerial purposes. The quality of
data being anal;zeda needs to be high to ensure its usefulness. Data
made into information that is meaningful and valuable must encom-
pass veracity before being fed into trust-reliant activities such as safety
measure warnings, medical condition tracking, and so on. We'll see
in later chapters that finance professionals need to understand issues
of variety, quality, and speed, aside from volume impact tied to digital
data growth and usage.

IF FINANCE STANDS STILL

In a world of changing risks, growing data, enhanced digitization, and
increased regulations, no finance leader can afford to stand still. Digital
technologies are impacting the way finance operates, what it reports
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on, and how it helps the organization. The automation and standardi-
zation of accounting activities across enterprises has been ongoing for
a long time and is continuing. Today robotic-based process automa-
tion is taking the lead within finance operations to enhance error-free
work, produce faster reports, and ensure verifiability — all at a lower
cost. This does replace humans engaged in repetitive tasks with tech-
nologies that can perform better and faster at lower costs. Addition-
ally, software-as-a-service and cloud-based systems likewise continue
to enable financial management processes to maintain currency and
remain effective at a lower cost. Capital expenditures tend to convert
into operating expenses which alter the structure of financial state-
ments. Such technologies can help ensure enterprises remain flexible
and sensitive to innovations but require the right digital technology
skills in the workforce and cyber-resilience and security systems being
invested into.

More fundamental changes than automation in the finance
function relate to the application of advanced analytics. Organizations
need to process and analyze large anmic:uats of structured and unstruc-
tured data to extract forward-looi-ir g insights. Big data platforms can
be interrogated via machine-learning tools, and patterns and trends
can be assessed to track thiough developments that present market
opportunities or rising Ticks or evolving customer preferences, and

“

so on. As Vincent dcli"Anno of EY notes: “. . . you want to facilitate
analytics as closete the source of data as possible, you want to be
able to drive streaming analytics where possible that are relevant to
the business problem.”"> Additionally, artificial intelligence (AI) can
help detect new patterns and adapt to emerging conditions, including
altered accounting reporting standards and changing tax rates and reg-
ulations and offer recommendations or support advice developed by
accountants. Blockchains (discussed in Chapter 2) will likewise assist
with contracts, enhance security and increase value chain efficacy.

So what must finance executives do differently with the changes
these digital technologies are bringing? It must be accepted that
organizations require keeping a focus on accounting reports, bud-
getary controls, and funds flow reporting. This is unlikely to change.
However, these processes will be supplemented by new ones and in
time, possibly diminish in scope. When organizations make invest-
ments, kneejerk controls kick in. Projects have to be justified on the
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basis of costs and revenues or savings. Where insights derive from
a wider array of data that is analyzed part by humans and part digital
systems including accountants and AI agents, indicators may point to
the need for funds to be allocated based on trends that are not reliant
solely on economic transactions, but on evolving ones. The input of
accounting information into organizational processes will, for now,
retain elements of what has conventionally been asked of the finance
function, but digitalization will make it necessary that the work of
accountants also evolves.

Enterprise growth has always depended on an ability to differen-
tiate a business from the competition. This will be a mounting require-
ment as markets become increasingly digitized. The ability to merely
understand what produces data and their different 1orms will not
suffice for accounting executives to deliver value. A understanding
of novel business models, made possible by dig:iai technologies and
knowing how to capture insights and hiddcn knowledge about the
organizational environment, including irteiligence on competitors,
suppliers, customers, and structural .aiket changes, must feature
as evolving competitive strengths i‘ the profession is to survive. The
time is now for the finance function to bring to decision makers an
understanding of the disruption that digital technologies are causing
and the many opportuniti=s they open up. The production of relevant
information has always been part of accounting work, and accounting
executives will have 1o learn to play a role in enabling embedded
analytics whereby.rnachine agents capture and organize data within
business activiiies that require informed human input. In the emerg-
ing digital economy, the accountant will have to nurture the capacity
for information production from data sources to positively engage
business. If the finance professional does not take this on, account-
ing’s usefulness will dwindle into insignificance in the years to come.
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