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1. Introduction
In Europe, CFOs are navigating an increasingly 
challenging environment, one that is very 
volatile, unprecedented (especially when 
you consider the regulatory landscape and 
geopolitics), complex, and ambiguous. The 
finance office has evolved into one that is tasked 
with everything from analytical excellence and 
strategic vision to board communication and 
investor relations.  

The strategic focus for most CFOs this 
year, according to recent surveys1, is cost 
optimization. But this needs to be intelligently 
balanced with the need to drive innovation, 
which in turn requires patient capital, tolerance 
for failure, greater research freedom, a more 
informed investor focus on innovation, and a 
longer timeline for outcomes. Success needs to 
be measured not in terms of financial metrics, 
but in terms of long-term customer value

creation and competitive advantage generation.  
As 2026 approaches, CFOs face a  
defining question:

How do they fund innovation sustainably 
while protecting long-term competitive 
advantage and value creation? How can 
traditional cost-optimization playbooks be 
reimagined into smart, structural cost shifts– 
without eroding critical capabilities for the 
future? And what cost, compliance, and 
capability gaps are most likely to emerge 
along the way? 

This eBook explores these questions in depth, 
providing CFOs with a practical framework for 
navigating the trade-offs between efficiency, 
innovation, and resilience. 

1
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2. State of Innovation Today 

We live in an innovation-led economy. 
Technological change is occurring at 
an unusually rapid pace today, driving 
profound transformation in everything 
we do and reshaping the foundations of 
society as we know it. When companies 
fail to understand that what is termed 
disruption today could be the norm a few 
years (or, months!) from now, and that 
if their business models do not adapt to 
the exponential rather than linear path 
of growth of innovation, they will be left 
behind.

Peter Drucker's seminal work, 
Innovation and Entrepreneurship2, 
defines innovation as deliberate, 
systematic, and manageable.
It should be market-focused and drive 
outcomes intended for the future. In 
short, it caters to the still unknown 
market demands. The world's most 
innovative companies, including Big 
Tech and major pharma and biotech 
firms, invest hundreds of billions of 
euros in research and development 
to solve future problems and develop 
breakthrough innovations that reshape 
industries and markets.



Chapter 3Chapter 2Chapter 1 Chapter 4 Chapter 5 Chapter 6 Chapter 7 Chapter 8 Chapter 9

3

From foundational AI models  
and cloud platforms to developer 
frameworks and advanced chips,  
EU’s AI Factories for health start-ups 
to new siRNA treatments, and Swedish 
Sobi’s3 'orphan drugs', the innovative 
breakthroughs create long-term value 
for humanity.

If we group breakthroughs by 
impact area, they roughly define our 
civilizational advancement over the  
past few decades.

•	 Volkswagen Group / BMW – 
Software-defined vehicles 
and autonomous driving 
platforms 

•	 Shell & BP – Digital energy 
platforms, AI-driven 
exploration, and transition 
tech 

•	 Vestas (Denmark) – 
Advanced wind energy 
technology and predictive 
maintenance AI 

•	 Mistral AI (France) – 
Foundation models competing 
globally with US incumbents 

•	 Aleph Alpha (Germany) – 
Sovereign AI models focused 
on European regulatory and 
data needs 

•	 UiPath (Romania) – Robotic 
Process Automation 
transforming finance and 
operations globally 

•	 SAP (Germany) – Business 
AI embedded into enterprise 
workflows (finance, supply 
chain, procurement) 

•	 Siemens (Germany) – Digital 
twins and industrial AI 
transforming manufacturing  
and infrastructure 

•	 ASML (Netherlands) – Extreme 
ultraviolet (EUV) lithography, 
critical to global semiconductor 
production 

•	 Dassault Systèmes (France) – 
3DEXPERIENCE platform and 
virtual twins across aerospace, 
life sciences, and manufacturing 

AI, Industrial Tech & Automation Automotive & Energy Innovation AI & Deep Tech 
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Climate & Sustainability Tech 

•	 Climeworks (Switzerland) – Carbon 
capture at commercial scale

•	 SuperFlox – A Hague-based company 
that transforms waste gases into CO2

and water vapour with flameless 
oxidization, reducing industrial pollution.

•	 Solaq: An Amsterdam-based startup that 
creates sustainable air-to-water systems 
to address global water scarcity. 

Healthcare We can see that these companies invest billions in 
foundational infrastructure to support research despite 
uncertain commercialization timelines. These organizations 
operate under a fundamentally different value-creation 
logic than cost-optimization-focused enterprises, without 
focusing on consistent ROI or profits, and instead pursuing 
tech advancement. 

According to the 2025 EU industrial R&I investment 
Scoreboard4, the top EU-based companies 
invested approximately €234 billion in R&D in 
2024, underscoring Europe's continued commitment 
to innovation amid slowing growth pressures. While this 
investment trails behind US peers, it highlights the strategic 
importance of sustaining R&D to remain competitive in 
2026 and beyond. This figure represents a significant scale 
of R&D activity and highlights that Europe’s largest firms 
are still investing heavily even amid economic challenges. 
However, growth in R&D investment in the EU (2.9 % in 
2024) lagged behind other regions such as the United 
States (7.8 %) and the rest of the world (8.1 %)

•	 Adyen (Netherlands) – Global 
payment infrastructure at scale 

•	 Wise (UK) – Cross-border payments 
redefined through tech-first cost 
efficiency 

•	 Klarna (Sweden) – AI-driven credit 
and payments at massive scale

•	 Cytocast (Hungary) –  
‘Digital Twin’ of human cells 

•	 icometrix (Belgium) – icoBrain –  
AI software to analyse MRI scans 

•	 BenevolentAI (UK) – AI-powered drug 
discovery - notable success was 
identifying baricitinib as a potential 
COVID-19 treatment 

Fintech & Enterprise Platforms 

AI, Industrial Tech & Automation
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3. How CFOs Can Influence Innovation

CFOs have the final say on whether 
the investment opportunities 
their organization is planning are 
quantifiable, viable, and scalable. 
Today, finance leaders are no longer 
just ensuring cost control; they 
are driving strategic investments, 
assessing risks, and generating 
value. They can balance ambition 
with financial discipline, helping risky 
investments succeed. 

Why the seasoned CFO’s voice 
matters at the innovation table? 

Finance leaders have the power to nix 
or fix ideas, backed by robust data. 
Predictive forecasting and real-time 
analytics ensure that they are the stewards 
of sustainable growth and customer-
focused value generation. The data the 
finance team provides serves as the 
bedrock for defining strategies to drive 
revenue growth, ecosystem development, 
geographic expansion, M&A, and 
technological innovation. 

Decision maker 
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Today, CFOs are actively building 
the finance organizations of the 
future, and it is no longer humans 
and software systems. Predictive, 
generative, and agentic AI are at the 
centre of finance operations, building, 
refining, and becoming extremely 
good at understanding enterprise 
financial structures, workflows, and 
decision rights. Finance leaders 
have to take ownership, shape talent 
management, leadership development, 
and organizational culture, and ensure 
that employees enhance their human-
in-the-loop decision-making skills by 
investing in AI, data analytics, and low-
code/no-code development upskilling. 

People developer Innovation owner Investor narrative leader 

With data at fingertips, the strongest 
grasp of enterprise-wide technology 
landscape, and deep insights into 
talent readiness, gaps, and demands, 
CFOs find today's mercurial market 
environment the perfect backdrop to 
excel as innovation leaders. They can 
bring together the right teams to 
transform finance, drive sales, boost 
marketing, and leverage the latest 
technology, making them a powerful 
force for innovation. 

CFOs play a critical role in calibrating market 
expectations while funding long-term innovation. In 
volatile and sentiment-driven markets, this starts with 
disciplined expectation-setting—clearly separating 
short-term earnings performance from longer-
horizon innovation returns. By communicating phased 
investment roadmaps, milestone-based value creation, 
and guardrails on spending, CFOs can reassure 
investors that innovation is pursued with financial 
discipline, not speculation. Transparent metrics—such 
as productivity gains, cost avoidance, and risk reduction 
alongside revenue upside—help shift the narrative 
from immediate payoff to sustainable value creation. 
Ultimately, CFOs who anchor innovation investments 
in credible financial frameworks, predictable cash 
flow impacts, and transparent governance can temper 
mercurial market reactions while steadily building the 
foundations for future growth. 
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4. A CFO Framework for Balancing Cost Optimization and High-Value AI Investment 

Why CFOs Need a Different AI Decision Model 

As European CFOs face mounting pressure to optimize costs 
amid economic volatility, they are simultaneously expected 
to enable investment in AI and advanced technologies that 
will determine long-term competitiveness. The tension is not 
between cost control and innovation—but between credible 
financial governance and unrealistic expectations of  
AI returns. 

This focus on cost discipline increasingly collides with the 
scale of investment required for innovation. At Gartner’s 
November 2025 Barcelona IT Symposium5, it was highlighted 
that only 30% of technology leaders are confident in their 
organization’s AI readiness, while 71% of CIOs report their 
workforce is not prepared for AI adoption. 
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For CFOs, the concern extends beyond 
upfront spend to the often-underestimated, 
ongoing costs of AI adoption, including: 

Workforce training (averaging  
25 days per employee) 

Infrastructure costs, such as 
escalating cloud compute usage, 
legacy system integration 

Ongoing model maintenance  
and monitoring 

Compliance and regulatory 
costs, including contingency 
buffers and risk controls

Gartner predicts that by the end of 2026, there will be 2000 'death by AI'  
claims arising from insufficient governance. Organizations deploying high-stakes AI 
transformation programs must establish contingency funds to cover costs associated with 
damaging AI incidents. Open-source platforms like AI4Finance Foundation’s FinRobot6 allow teams 
to build AI-native agents with deep capabilities across finance and accounting domains, thereby 
ramping up insecure AI connections and stretching existing discovery capabilities. 

What most often undermines AI programs is not technology failure but insufficient visibility 
into the full cost and value architecture of AI adoption. CFOs, therefore, require a structured 
framework that enables disciplined investment without sacrificing strategic ambition or board 
confidence. 
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5. The CFO AI Cost–Value 
Governance Framework 
This framework helps CFOs assess, approve, and 
govern AI investments while maintaining financial 
credibility and strategic optionality. 

1. Cost Visibility Architecture: Moving beyond headline AI budgets 

Key Principle:  

AI should be evaluated using a total cost of ownership (TCO) lens, not a tool-centric budget. 

Budgeted and 
approved upfront

Direct 
Technology Costs

Cost Layer

Scenario-based 
forecasting

Infrastructure & 
Integration

Phased investment with 
adoption milestones

People & Change 
Enablement

Treated as a recurring 
operating cost

Operational 
Oversight

Explicit contingency 
reserve

Risk & Compliance 
Buffer

Software licenses, model 
access, implementation fees

Description CFO Governance Lens

Cloud compute, data pipelines, 
legacy system connectivity

Training, role redesign, 
adoption support

Monitoring, accuracy 
management, and retraining

Regulatory exposure, auditability, 
and incident response
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2. Value Realization Horizon 
Separating productivity from financial return

3. AI Investment Portfolio Classification 
Funding innovation without overexposure

Key Principle: 

Not all AI value is immediate or financial – CFOs must distinguish 
leading indicators from lagging outcomes.

Key Principle: 

AI should be funded as a portfolio, not as a single bet requiring universal 
ROI justification.

Process efficiency, 
cycle time reduction

Primary Value Type Risk Profile Typical CFO 
ObjectiveInvestment CategoryTime Horizon

Low

Productivity uplift, 
risk reduction

Medium

Financial impact High

Strategic upside Contained

Operational KPIs

CFO Measurement 
Approach

Protect margin 
and resilience

Cost avoidance, 
capacity release

Improve efficiency 
and decision quality

Margin improvement, 
working capital gains

Enable long-
term growth

Revenue enablement, 
competitive advantage

Preserve strategic 
optionality

0–3 months Defensive AI (controls, 
compliance, automation)

3–9 months Operational AI (finance  
ops, forecasting, analytics)

9–18 months Transformational AI (customer, 
pricing, decision engines)

18–36 months Exploratory AI (pilots, 
labs, experimentation)
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4. CFO–CIO Alignment Model 
Preventing expectation gaps before board approval

5. Board-Grade Decision Discipline 
A test for CFO confidence

Key Principle: 

Misalignment between finance and technology leadership is 
the fastest path to board-level credibility erosion.

Before approving any AI initiative, CFOs should be able to clearly articulate:

If these cannot be explained transparently, the issue is not AI 
readiness—but governance readiness.

The range of potential 
costs, not a single 
estimate

The conditions under 
which funding will  
be expanded, paused, 
or re-scoped

The sequence in 
which the value 
will materialize

The risk exposure 
and mitigation 
strategy

11

Typical CFO ObjectiveDimension

What does “working” 
mean in year one?

Which costs increase 
as adoption scales?

When does value become 
financial vs operational?

Who is accountable for cost, 
risk, and performance?

Success Definition

Cost Evolution

Value Timing

Governance Ownership
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What This Means for The Leaders

The defining challenge for CFOs going ahead 
is not choosing between cost efficiency 
and innovation. It is designing financial 
governance models that enable 
investment in AI without eroding trust, 
discipline, or strategic flexibility.

Organizations that succeed will not be 
those that spend the least or invest the 
most – but those that make cost and 
value visible, staged, and governable 
from day one.

12
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6. Cost, Compliance, and Capability Gaps CFOs Must Anticipate 

Balancing cost discipline with sustained innovation 
is not simply a funding challenge – it is a structural 
capability challenge. Across Europe, CFOs seeking 
to fund AI and advanced technology initiatives 
while maintaining financial control often encounter 
three interconnected gaps: cost visibility gaps, 
compliance readiness gaps, and execution 
capability gaps. Left unaddressed, these gaps  
can undermine both innovation outcomes and  
board confidence. 

13
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1. Cost Gaps: When Innovation Costs Are Underestimated or Fragmented 

Where the Gap Emerges 

Many AI and digital innovation 
programs are approved based on 
headline implementation costs, 
as seen earlier, while the broader 
cost architecture emerges only 
after scaling begins. This creates 
tension between finance teams, 
technology leaders, and boards 
once spending accelerates 
beyond original expectations. 

Common Cost Gaps CFOs Face

Variable infrastructure 
costs driven by fluctuating 
compute usage and 
scaling requirements.

Incomplete total cost of 
ownership (TCO) models 
that exclude integration, 
change enablement, and 
ongoing operational costs.

Unbudgeted people costs, 
including training, role 
redesign, and productivity 
dips during transition.

Lack of contingency 
reserves for regulatory, 
accuracy, or model-
risk remediation 

Innovation Risk 

Cost overruns are perceived 
as planning failures—even 
when they are structural 
realities —eroding credibility 
at the board level. 

14
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2. Compliance Gaps: Innovation Outpacing Governance Readiness 

Where the Gap Emerges 

European regulatory environments are evolving faster than most organizations’ internal 
governance frameworks. AI adoption introduces new compliance exposures, intertwined with 
cybersecurity and governance, that extend beyond traditional financial reporting and controls. 

Key Compliance Gaps in AI-Led Innovation

Insufficient auditability 
of automated or AI-
assisted decisions

Gaps in data governance, 
including data lineage, 
quality, and access controls

Limited preparedness for 
AI-specific regulation, 
including the EU AI Act, 
model risk management, and 
explainability requirements 

Unclear accountability 
between finance, IT, 
and business teams for 
AI outputs

Innovation Risk 

Innovation initiatives that lack compliance-by-design 
controls may require costly retrofitting—or worse,  
face regulatory intervention that negates any 
efficiency gains. Securing AI agents will be a challenge 
when they have high privileges and access, and are 
deployed inside applications, embedded in workflows, 
attached to plugins, connected through MCP servers, 
and invoked by employees through multiple tools 
without centralized approval.  

Cybersecurity, governance, and enforcement have 
fundamentally shifted, and as a recent report7 
mentioned, "In 2026, organizations that continue to 
treat governance as separate from security will be 
operating on borrowed time. Security architectures  
will be expected to carry governance responsibility  
by design, enforcing intent, context, and behavior as 
first-class constraints.” 

15
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3. Capability Gaps: When Internal Teams Cannot Scale with Innovation Ambitions 

Where the Gap Emerges 

Many finance organizations are 
expected to manage advanced 
analytics, AI governance, 
regulatory oversight, and cost 
optimization simultaneously—
often without a corresponding 
evolution in skills, capacity, or 
operating model. 

Typical Capability Gaps

Shortage of hybrid talent 
that understands finance, 
data, and technology

Overreliance on stretched 
internal teams, leading to 
execution bottlenecks

Limited experience with 
AI lifecycle management, 
including monitoring, 
retraining, and governance

Inconsistent process 
maturity, making automation 
and AI deployment harder to 
sustain 

Innovation Risk
Innovation slows not due to lack  
of intent or funding, but because 
the organization cannot 
operationalize and govern 
complexity at scale.

16
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7. Balancing Cost Optimization with Capability Investment  
Large investments must be aligned 
with strategic, high-value outcomes, 
while reducing inefficiencies and 
optimizing savings.  

When innovation investments are 
clearly aligned with ROI and current 
goals and focused on delivering 
long-term customer value, finance 
leaders can successfully reduce or 
eliminate historical, inefficient, and 
legacy spending.  

Zero-based budgeting effectively 
prevents innovation projects from 
running on ‘auto-pilot’ with bloated 
budgets and allows rapid response 
to emerging market conditions and 
flexible innovation cycles. 

Another key factor to consider 
is the significant investments 
innovation projects demand in 
internal capabilities, which often 
inflate fixed costs. CFOs who 
cut spending here know that this 
increases potential execution 
and compliance risks.

Selective use of specialist 
partners for analytics, 
automation, or compliance-
heavy activities 

Access to on-demand 
outsourcing expertise for 
AI governance, regulatory 
alignment, and process 
redesign 

Variable cost structures 
that scale with innovation 
maturity, rather than  
ahead of it

These models may include: When deployed thoughtfully, 
such approaches allow CFOs to:

Many organizations are increasingly exploring hybrid operating models to 
close these gaps without permanently inflating cost bases.

Maintain cost 
predictability 

Strengthen compliance  
and audit readiness 

Accelerate execution 
without overcommitting 
internal resources 

17
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8. Conclusion 
As Europe enters a decisive phase of 
economic, regulatory, and technological 
change, the CFO's role has never been more 
pivotal. The path forward is not defined 
by aggressive cost-cutting or unchecked 
innovation, but by disciplined investment, 
structural cost transformation, and 
capability-led decision-making. CFOs who 
build transparency into cost structures, align 
governance with innovation priorities, and 
strengthen execution through the right mix of 
talent, technology, and partnerships will be 
best positioned to create sustainable value  
in 2026 and beyond. 

18
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