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Executive Summary

History has taught us that during times of massive technological 
change, the companies best able to harness technological 
advancement are the ones to survive the test of time. While the 
specifics of today are different from the days of the cotton gin or 
the locomotive, the business fundamentals remain the same, 
adapt or perish. Beneath the hood of today’s leading companies is 
a massive effort to integrate and extract value buried within today’s 
manufacturing sector via digital transformation. Make no mistake, 
this development is a direct challenge to every competitor in the 
field, and looks to fundamentally alter the landscape of profitably 
doing business on a go forward basis.  

The second lesson that can be extracted from a careful reading of 
history is what isn’t there, namely the companies that have fallen 
by the wayside as technological champion’s wake, and this digital 
change will be no different.  The story of these forgotten 
companies isn’t a quick wind down, but the story of sales declines, 
evaporating profit margins, and eventually disappearance from the 
books of history altogether.  The subtle takeaway is that while in 
retrospect, its’ obvious that the assembly line or other 
transformative technologies would emerge as the dominant 
strategy of the age, it wasn’t so obvious at the time, and there 
were many, many companies that fell as a result. 



Today that same dynamic is upon us, and those companies 
who can connect the dots, and recognize the emergence of 
these digital trends can react and emerge as champions to 
fight another day. 

At its most basic level, digital transformation is a fundamental 
realignment by a company to best take advantage of 
technological innovations. While the idea of digital 
transformation is not a new one, the maturing technological 
landscape is only now evolving to the point where many of 
the ideas are now feasible. This paper examines the idea of a 
digital transformation in the context of a manufacturing 
company, and how this sector of the economy can extract 
value from technology. 

Manufacturing companies are typically most focused on 
operational efficiency, and as such, process improvement is a 
key emphasis, as can be illustrated by past innovations such 
as the Assembly Line or Six Sigma techniques. The key focus 
in a digital transformation for a manufacturing company is 
also on operational efficiency, and ways to streamline the 
company. 

“ Digital transformation is a 
fundamental realignment by 
a company to best take 
advantage of technological 
innovations

“



This paper will examine 3 broad categories of changes that a 
digital transformation can take. First, interconnectivity and the 
ability to distill any change within an organization into a 
related and measurable change in value to the organization, 
potentially through Net Income, Earnings per Share(“EPS”), 
or Net Present Value (“NPV”). Second, the ability to drill down 
into granular detail to examine process improvement on a 
part by part basis, or value delivered by each individual FTE 
in an operation. Lastly, the ability to automate processes that 
otherwise involved manual processing, leading to expensive 
errors, as well as unnecessary (and expensive) labor 
expenses.



Interconnectivity

The digitally transformed company acts as a globally optimized 
unit, with each segment operating within the context of a greater 
global company, and an overriding focus on lasting value 
generation. Prior to digital transformation, even the best run 
segments can only strive to operate at their own local optimal 
point, but without taking into consideration the strengths or 
weaknesses of other segments within the same supply chain. 

The barrier to interconnection within this context can be for many 
different reasons such as different ERP systems, accounting 
practices, or sheer complexity, but with careful planning, and 
leveraging the power of analytics consistent global planning 
analysis can emerge from the seamlessly integrated data assets. 
Through process maps and consistent measurement, the value 
associated with changes such as design, or labor expenses can be 
interpreted within the context of value, instead of simply looking to 
manage towards an annual budget. to read your content and proof 
it for basic grammar and spelling. 



Granularity

Process capability improvement is the key tool that a Digitally 
Transformed Manufacturing company uses to streamline the 
operation. Every process within a plant is naturally designed with 
tradeoffs, and has inherent defect and waste levels associated 
with it. Prior to digital transformation, these key metrics were 
buried within the individual machines, or simply unmeasured. The 
best practices of one employee on the shop floor might be lost in 
the shuffle, or the most efficient method for {welding a pipe} could 
be left unnoticed. 

The ability to extract, measure and analyze previously untouched 
data sources provides an unmatched tool for process 
improvement. This technique essentially pairs up sophisticated 
optimization planners with shop floor level processes, and looks to 
design individual process flows for efficiency. Overall, through 
interconnectivity and efficient data processing, every shop floor 
decision can be evaluated through the lens of value created or 
destroyed on a magnified and systematic level. 



Automation

The third category of change necessary to execute a digital 
transformation is automation. Simply put, automation is meant to 
repeatedly process data through the lens of a business expert, and 
consistently apply that logic across an organization. Most 
Companies have data available, but much of it is inconsistently 
calculated, and easily misinterpreted. Within a complex supply 
chain, different parties can and will categorize data differently, 
making performance comparisons across segments a difficult 
proposition. 

Digital transformation requires that data at each business unit is 
processed via a set of rules, essentially translating it into a uniform 
data structure. This procedure is completed over and over again, 
making it available for future analytic use cases. Given that the 
grand plan for digital transformation is full supply chain integration, 
the building blocks in question must be standardized, and the key 
to unlocking that promise is in the practice of consistent business 
logic automation. 



Case – Design change and inventory integration 

A key problem with design change cost calculation is that changes 
are calculated in a vacuum, and do not take into account the 
complexity of the supply chain factors that go into value creation. 
Typically, when calculating the impact of design changes in a 
manufacturing process, the combined cost of the new parts, 
combined with the labor input is calculated and compared to 
historical figures, and then determined to be the value added to the 
operation for all new units. These figures are simply multiplied by 
the # of expected sales over an annual basis, and determined to 
be cost out associated with the design change. However, without 
an integrated financial system to account for inventory effects, it is 
impossible to determine when the design change will actually take 
place, as excess inventory associated with the legacy design may 
still have to be used. 

Inventory is one example where there is potential for disconnect, 
but generally as different elements within the supply chain are 
changed and altered, there are significant cascade effects that are 
each highly predictable by business experts entrenched within 
their specific segment, but impossible to manage in a holistic 
fashion without an integrated system of business rules and digital 
integration.  Overall, design changes, and cost out calculations are 
critical when designing changes for efficiency within a 
manufacturing operation, but supply chain considerations are just 
as critical to the end value calculation, and need to be treated as 
such to make an optimal decision in a systematic way.



The intersection of two complex global supply chains as 
represented by supplier relationships is a key point of interest for 
the digitally transformed enterprise. Regardless of the company’s 
position as the buyer or supplier within the negotiation, the party 
with the better understanding of the aggregate relationship is in the 
best position to extract concessions in purchase negotiations. In 
many cases, an overall supplier relationship includes hundreds to 
thousands of different touchpoints, but without anyone holding an 
understanding for the overall consolidated relationship. Essentially, 
the buyer has hundreds to thousands of different negotiations, 
each potentially leaving value on the table that could otherwise be 
extracted from the transaction. 

Most organizations have vendor managers who attempt to 
consolidate and manage relationships at a global level, but there 
are significant technological problems that make this sort of 
analysis tedious, if not impossible. At best, most business 
segments are content to optimize their vendor management at a 
local level, leaving the gains associated with the global relationship 
unrealized. The key problem with developing a consolidated 
supplier relationship is that it requires each of the ordering systems 
to be integrated with each other, outputting global ledger available 
to consolidate. With the complexities as outlined in this paper, this 
seemingly simple task begins to grow in complexity, and becomes 
an impossible task if not for digital transformation. 

Case – Supplier Scorecards



Fault detection and maintenance intervals are a critical component 
of any manufacturing operation, and with the integration of data in 
place, sophisticated analytical methods can predict costly 
breakdowns on a systematic basis. The pool of data generated 
from large manufacturing machines is a treasure trove for the 
company who is able to acquire, analyze, and quickly act on the 
results. This level of analytics requires 3 critical components: data 
acquisition, process monitoring and anomaly detection, and user 
visualization. 

While most of the data as generated from industrial machines is 
difficult to act upon, taken as a whole and examined for anomalies 
on a systematic basis, that same data can be used to predict 
costly breakdowns as illustrated below. 

Potential technological infrastructure capable of handling the process.

This final case represents the convergence of a digitally 
transformed company capable of ingesting, analyzing and acting 
upon data in a highly effective manner to achieve mission critical 
business goals.  

Case – Early Fault Detection



Takeaways

By leveraging technology and cutting edge analytical tools, 
Manufacturing Companies are making efficiency gains in areas 
that were once out of reach. Much of the data necessary to 
analyze every aspect of the modern company is available, but 
developing a strategy to utilize it is the overriding goal of digital 
transformation. While many companies are hoping to react to the 
data overload, the Digitally Transformed companies have 
positioned themselves to actively ingest it, and leverage it to 
dominate the marketplace. 

Today’s economy requires top companies to react quickly to 
threats or opportunities, but few are equipped to do so. Those 
companies able to act quickly and efficiently will be the ones who 
rise to the top, and lead the economy forward into the Digital Age. 
Throughout the course of history, the companies best able to utilize 
the tools available to them were the ones who lasted the test of 
time, and the others fell by the wayside. 



Much like other industrial transformations, a digital 
transformation is a multidepartment effort, and needs to be 
orchestrated by a team of expert professionals 
knowledgeable not just in technology, but more importantly 
the underlying business fundamentals. While fluency in the 
technology is a prerequisite, the knowledge associated with 
how it all fits together as a business unit is a critical 
component of the overall plan. If there is one takeaway from 
this study, it is that technology itself is not the solution, but it 
is an enabler that will allow your team to shift the 
fundamentals driving your business to push forward and 
compete in this rapidly changing marketplace. 

Kavi Global strives to bring together the brightest minds in 
technology, business, and operational research in order to 
achieve the right blend of perspectives to help your business. 
A digital transformation is a multi-departmental challenge, 
and as such, we’ve built our company around that principal of 
multi-talented teams. We look to achieve visibility of all angles 
for a company, and insight towards solving specific problems 
associated with individual situations. If you’re looking to 
undertake a digital transformation of your company, please 
reach out, we’d love to discuss.   

“ A digital transformation is a multidepartment 
effort, and needs to be orchestrated by a team of 
expert professionals knowledgeable not just in 
technology, but more importantly the 
underlying business fundamentals

“
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