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Paul researches across innovation, looking to develop novel innovation solutions
and frameworks where appropriate.

His aim is to provide useful knowledge about innovation that builds understanding
and supports individuals, teams and organizations in their innovation activity so as
to apply what | have learnt to further develop the readers core innovation under-
standing.

Introduction

This is a meta report on the recent developments in digital transformation. It
offers a selection of key visuals and overviews from 14 reports, which in turn
were shortlisted from an original data set of 140 reports on the topic, published
over the course of the last years.

The intention of this report is to provide data for orientation for people dealing
with this difficult topic. The report should give innovation managers in particular
an opportunity to find connecting points for their innovation program - after

all, you won't find a better tool for tackling digital transformation than an agile,
solidly rooted innovation initiative.

The amount of data is considerable, so we sorted it into different sub-topics for
you, which you may access directly via the links provided in the table of contents

on the next page.
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Overview

Transformation is very hard at the best of times

Digital transformation forces us to work with mostly emerging, constantly evolving
technologies, and then apply these in an integrated way into an existing business.
This stretches our abilities significantly.

Beyond making a series of incremental improvements to become cloud-ready,

we are supposed to reflect social, mobile and digital technologies. We need

to fundamentally transform our processes by opening up and engaging with
customers. On top, we have to deal with a broad range of communities, across
platforms and in different ecosystems at speed, scale, and scope. However, we

must do all this to reposition all our businesses towards the digital world.

Business entities are forced to open up

Digital transformation happens at a scale and scope that makes many reluctant to
take it on; it seems overwhelming in its complexity and risk. The business returns
seem hard to quantify in traditional metrics. Thus it is hard to convince deciders to
support this, whether they are just sceptical or lacking technology adroitness. Yet
for others, who recognize the future lies in technology and the power of networks
and community engagement, it is the opportunity to radically alter their way of
doing business; the opportunity to forge new competitive positions that have

engagement at their heart.
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We have to embrace new technology - or leave the

stage

The buy-in to this means undertaking a disruption to the existing organization, to
the way you go about business.

When considering this, you begin to understand the magnitude of the speed of
change demanded. It implies a competitive need for opening up, for responding to

and connecting with all external parties who are ready to collaborate.

We all need to think mobile, digital, cloud, and social far more than we did to date.
We need to become comfortable in the analytics of big data. If we are not willing to
accept that, we should step aside and allow those willing and digital savvy to take

the reins and set the pace for the transformation journey.

Digital transformation is an event of historic

impact, challenging what we believe to know

Technology is becoming an integral part of our lives, for us personally, as
consumers or employees, but equally for businesses, the government and our

educational institutions. It is pervading everything.

Look at digital transformation as an investment. Investments always take time to
show results, and digital will demand a lot. It is shaping the ways we will work in the
future, on how we are going to connect, communicate, and learn. Often, we have
been caught up in a specific device we use. This time, it is different though. It is how
that set of devices allows us to become connected, how they interact and form a

system to tackle a need or task.

Digital transformation will keep pushing us to become more efficient and effective,
to become more adroit and innovative. It erodes and eats into our time that in the
past was taken up by so many other things. We will need a new reset in our values

and beliefs.

Individuals are ahead of businesses

Transformation is coming at us in rapid waves. Its scale and complexity is either
seen as amazing or simply accepted, with a shrug of the shoulders. Many are
expecting it to be a seamless experience, powerful and adaptable, allowing the
individual to make it highly personal.

However, business is lagging in exploiting the opportunity, whereas we as
individuals seem to have embraced the social digital world already. Companies
want technology to transform their business; but they struggle to find ways towards

opportunities that offer true growth.
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We don't know what the "end game" will look like

We don't know how the digital transformation will turn out in the end and we have
to accept that. Much will come towards us as we adapt, learn and experiment, with

many emerging technologies, all in different stages of their evolution.

You get a sense of survival pervading the boardrooms, a sense of growing concern,
when they recognize the threats and the magnitude of change this transformation
will demand of them. They will be required to find resources for this journey, and
be it just to stay competitive in this new digital world where demarcation is blurring
and industries are agonizing in continuous disruption. The "survival of the fittest"
will be determined by how successfully and how fast deciders manoeuvre through

this shift. Transforming established businesses has become an imperative today.
However, there are three strategic goals to justify the transformational journey:

1. Providing a better, systematic customer experience, leading to greater loyalty
and fostering a community of advocates

2.Internally, digital transformation can improve the operational efficiency

3.New business models, which were not feasible before the time of the connected

world, offer new markets and growth opportunities

Customer engagement and why senior executives fail

Of those strategic goals, achieving customer engagement, in the sense of a
sustainable partnership, is the most valuable one. Digital transformation enables
you to engage your customers along their journey across various products, services
and communication channels. Digital has become truly pervasive in people’s lives
now and this forces businesses to think about how they can become a consumer-

technology company, irrespective of what they offer.

The challenges are massive. Companies are struggling to see clear business benefits
in traditional ways of managing return on investment. Senior executives have been
trained in a curriculum that didn't prepare them for this world of digital technology.
They lack the new tools of engagement, which are table stakes already in the

world beyond their own corporate offices. They consider technology as something
for others to worry over. Increasingly, they also lack the relevant exposure and
experience to handle the new game successfully. Driving an effective digital
transformation through technologies, which are constantly adapting and evolving,
is not the prediction-model based experience they are used to and that got them to
the top. A new mindset is required, with solid risk judgement, replacing hard facts

with soft instincts, and incomplete data with structured experimentation.
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We must overcome the barriers for digital

transformation

As outlined above, we face plenty of barriers for digital transformation: a lack of
vision, not understanding the urgency, holding on to traditional measures for
growth, and a host of organizational constraints that restrict decisions.

Cheap and agile experimenting, pivot-or-persevere decisions, allowing products and
services to evolve in real time, as presented, e.g., in the Lean Startup by Eric Ries, is
a total anathema to many. Predictive investment based on past data, cherished and
lovingly nurtured over years, is being turned on its head.

It is imperative that companies, and especially their senior management, recognize
that it is ok to fail as long as you learn from it, that it is ok to ask customers to

point out to you weaknesses. A true two-way relation with the customer, including
collaborative innovation and feedback loops are emerging to form a new trust

equation and value proposition.

How do we best start off?

The toughest part of any transformation is actually recognizing you have to
challenge your own past assumptions and be prepared to strip them down and
rebuild them. Once you have accepted that, the answer to the questions is as
simple to say as it is difficult to carry out. You have to understand and potentially fix
your customer relationship, adjust internal operations and create a data collection
workflow for business insights you can base your decisions on. And you have to do
all this in a concerted way, as much as possible. So the actual starting point will be

to come up with a detailed plan of coordinated actions.

What's the goal to keep in mind?

Simply put, you need a picture of how you will (eventually) make money when you
start your journey of digital transformation. Create a clearly outlined set of value
propositions, and define how you will engage and interact with your customers,
partners, and suppliers.

Your business will revolve around what customers really want, a seamless
experience where speed, time, performance and response become dominating
values - far beyond a specific job-to-be-done.

In general, business is moving towards a culture of experience. Whether in
communications, development, or delivery: everyone’s time within the organization
is pivoted towards the outside world. And the most important change in perspecitve

is about being different, about carving out our own uniqueness.

Welcome to the digital era where we all are

learning to transform ourselves!

In this report, | have attempted to extract a selection of what, how and why digital
transformation needs to be top of every business person’s mind. This report is de-
signed to help you to trigger your thinking, and make you aware of challenges and

opportunities you may encounter on this journey.
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The backdrop of digital transformation

Digital transformation is now omnipresent, and has the potential to reshape the way all organizations operate. The customer becomes

central to this transformation and the 4th Industrial revolution is driving this wholesale across industries.

Nearly all the major consulting companies offer some overview of the digital transformation journey and set the scene for it. As | provided

much of this bigger picture in my opening summary, | didn't want to duplicate this.

However, | searched for visuals that could be sufficient to grasp this quickly. Arthur D Little, McKinsey, Altimer & PwC offer four key strategic

framing visuals.
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Source: Digital Transformation Study, Arthur D Little, 2015

An excellent summation of why we have to take digital transformation seriously.
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Source: Expert interviews, McKinsey analysis, 2013

Areas of business that will be reshaped by digital transformation.
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Source: Digital Transformation, Altimeter, 2014

Customer experience is the goal for digital transformation.

10
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Source: Industry 4.0: Building the digital enterprise, PWC, 2016

The 4th industrial revolution requires us to adopt new technologies as they are going to change the way we
act and who we are.

11
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KEY
FINDINGS

Social, mobile, real-time, and other
disruptive technologies are aligning
to necessitate bigger changes than
initially anticipated.

Digital transformation is quickly
becoming a priority for many
leading organizations.

Mapping and understanding
the customer experience is
becoming critical in guiding
transformation efforts.

While gaining momentum, digital
transformation as a formal process
is still in its infancy.

Source: Six Stages of Digital Transformation, Altimeter 2016

Digital transformation is
driven partly by technology
and also by the evolution of
customer behavior.

Three key elements form the
compound upon which digital
transformation efforts are built:

- It is mast effective with pointed
vision and suppaortive leadership.

- Optimizing the digital customer
experience becomes the initial
objective.

- Change materializes through
the formation of a digital
transformation team.

A list of best practices will serve
as a checklist to help strategists
take the next steps to beginning
digital transformation or
optimizing current efforts.

12
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Framework and areas of focus

You would expect multiple frameworks to deal with digital transformation. Four of the analyzed reports offer a particularly helpful view in

this respect:

| found the Deliotte University Press and its transformation roadmap to be a great comprehensive framework, while IBM framed the
different routes you can take to transform. Cap Gemini in association with MIT Sloan Management offer an extensive study that | felt has
been the benchmark reference for many others. In this study, they provide a useful view of the three critical areas for digital transformation

and an excellent framework to orient to.

Without doubt, one of the obligatory references for digital transformation is the MIT Center for Digital Business, and both Cap Gemini and
subsequently Deliotte partnered with them. The building blocks for digital transformation can be well explored whenever the MIT has been

involved in a way, and their work will be relevant for most of the sections ahead.

13
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Source: Strategy, not Technology Drives Digital Transformation. A Research Report from MIT Sloan Management in collaboration

with Deloitte University Press, 2015

14
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Source: Digital transformation - Creating new business models where digital meets physical, IBM Institute for Business Value, 2011

A short summary of what digital transformation means today and its three areas of focus

15
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Source: Digital Transformation: A Roadmap for Billion Dollar Organizations, MIT Center for Digital Business & Cap Gemini Consulting, 2011

The three focus areas for digital transformation and their building blocks.

16
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Source: Digital Transformation: A Roadmap for Billion Dollar Organizations, MIT Center for Digital Business & Cap Gemini Consulting, 2011

For me, this is the best digital transformation framework to work with.

17
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Justifying to invest in digital transformation

In 2016, Microsoft completed an extensive study of how companies are embarking on their digital transformation journey within the UK. Much
of its output and findings can certainly be applied in most countries. They sought out 1,000 leaders and conducted some in-depth interviews.

They find the 4th industrial era to be a critical impetus to digital transformation.
They summarized their findings as follows:

1. Disruption is real - nearly half of all business leaders (44%) think their existing business models will cease to exist within the next five
years.

2. It's happening quickly - half of all organizations think that their industry will be disrupted within the next two years.

3. Taking action is the only option - yet almost half (46%) of business decision makers think their senior leadership are unwilling to
disrupt their existing businesses in order to grow and compete more in the future.

4. The business drivers are significant, yet respondents don’t necessarily understand the full value digital transformation can

deliver to their organizations. The top three drivers were cited as:
* Animproved customer experience

* Optimized operations

* Survival as a business

| found this study especially valuable in understanding practices, thinking and the threats of disruption if we don’t transform.

18
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Source: Digital Transformation: The Age of Innocence, Inertia or Innovation, Microsoft, 2016

19
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Source: Digital Transformation: The Age of Innocence, Inertia or Innovation, Microsoft, 2016
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Source: Digital Transformation: A Roadmap for Billion Dollar Organizations, MIT Center for Digital Business & Cap Gemini Consulting, 2011

21
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Stages of the transformation journey

Altimeter, and in particular Brian Solis, are another "go-to" resource for digital transformation. They believe this is the age of “Digital

Darwinism” and focus on exploring the customer experience needs and opportunities arising from digital transformation.

For Customer Journey Mapping, Altimeter provides great insights. They found, "whether it's digital first or digital back, bringing about

meaningful transformation depends on understanding the needs and expectations of digital customers to inform your next steps."

They relate to the “human side of business transformation” - the catalyst for heading on a new journey as the strongest justification

argument. Their extensive research has resulted in two reports, one in 2014 and one this year, in April 2016.

Both are excellent reads for any digital transformation journey.

22
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Source: Six Stages of Digital Transformation, Altimeter, 2016
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Source: Digital Transformation, Altimeter, 2014

A helpful checklist to work through

24
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Pain points and opportunities of digital transformation

Digital transformation is going to provide significantly different opportunities in products, services and business model designs, depending

on where you leave your traditional business boundaries. PwC quite rightly suggest:

“Actively plan an ecosystem approach. Industry 4.0 needs to extend far wider than horizontal and vertical integration within your own
organisation. First movers achieve breakthrough performance by going a step further to understand consumer needs and use digital

technologies to create and deliver value to the customer in an integrated, innovative solution.”

As Arthur D Little and others point out: “All industries are “digital adaptive” only; however, each industry contains “digital-oriented”
companies, whereas only two industries contain one “digital-centric” company”. MIT Sloan Management Review and Deloitte’s 2015 global

study relates confidence in leadership to the digital maturity of the company.

25
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Source: Digital Transformation Study, Arthur D Little, 2015

Business sections and how to apply digital transformation to them.

26
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Source: Industry 4.0: Building the digital enterprise, PWC, 2016

In the near future, digital platforms and ecosystems will become critically important.

27
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Source: Digital Transformation: The Age of Innocence, Inertia or Innovation, Microsoft, 2016
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Source: Digital Transformation: The Age of Innocence, Inertia or Innovation, Microsoft, 2016
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Source: Digital Transformation Study, Arthur D Little, 2015
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Source: Strategy, not Technology Drives Digital Transformation. A Research Report from MIT Sloan Management in collaboration with Deloitte University Press, 2015

Depending on your company's maturity, you will experience digital transformation differently.

31
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Source: Strategy, not Technology Drives Digital Transformation. A Research Report from MIT Sloan Management in
collaboration with Deloitte University Press, 2015

The relation of confidence in the leadership's skills and the organization's digital maturity level.

32
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Best Practice to Next Practice

We do need to think beyond “best practice” as today it is “wrong practice”. It is all about knowing and experimenting with “next practices” as

we are moving from “pre-connectivity” to “post-connectivity”.
The Cutter Consortium have argued, it is not complicated to drive effective digital transformation, it is complex!

There are many dimensions and multiple scales, ranging from individual activities to overall industry ecosystems, all caught up in digital
transformation. You cannot afford to look back or try to compare and copy, you need to proactively formulate your needs in the next

practice.

In this section, we'll take you through Cutter Consortium's next practice thinking in the four main dimensions of businesses: leadership,
organizational & behavioral, operational, and technology. However, this is not a wholesale replacement for good and established practices,

they suggest next practice thinking to help creativity and continuous learning and allow common sense to prevail.

33
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Source: Digital Transformation Study, Arthur D Little, 2015

Best practice examples from different companies, applied to the aforementioned business sections.

34
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Source: Moving from Best Practice to Next Practice to drive effective Digital Transformation, Cutter Consortium, 2015

Moving from best practice to next practice: the leadership dimension.

35
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Source: Moving from Best Practice to Next Practice to drive effective Digital Transformation, Cutter Consortium, 2015

Moving from best practice to next practice: the organizational and behavioral dimension.

36
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Source: Moving from Best Practice to Next Practice to drive effective Digital Transformation, Cutter Consortium, 2015

Moving from best practice to next practice: the operational dimension.

37
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Source: Moving from Best Practice to Next Practice to drive effective Digital Transformation, Cutter Consortium, 2015

Moving from best practice to next practice: the technology dimension.
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Source: Digital Transformation, Altimeter, 2014

Handy overview of practices of emergent leaders in digital transformation.

39
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Source: Moving from Best Practice to Next Practice to drive effective Digital Transformation, Cutter Consortium, 2015

Seven emerging practices to consider for success

40
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The why, what, and how of digital transformation

Cap Gemini have outlined A Portfolio Strategy to Execute Your Digital Transformation in a recent 2016 report.

The Why - Insight and foresight about how the competitive digital landscape is affecting your industry and your business. This is about new

sources of value creation as well as threats to your current position.

The What - Designing a portfolio of initiatives that will balance the need for short-term improvements with longer term strategic and

business model evolution and allow you to respond within a risk profile that you and your stakeholders are comfortable with.

The How - The ability to execute on your strategy at the right tempo, balancing risk with the need for speed, and making the right trade-offs

between in-house and external capabilities.

41
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Source: A Portfolio Strategy to Execute Your Digital Transformation, Cap Gemini Consulting, 2016

The Handy Why, How & What

42
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Source: A Portfolio Strategy to Execute Your Digital Transformation, Cap Gemini Consulting, 2016

Deep-dive: the what of digital transformation.

43
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Source: A Portfolio Strategy to Execute Your Digital Transformation, Cap Gemini Consulting, 2016

Deep-dive: the how of digital transformation.

44
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Traps, barriers & concerns

Many reports outline the inevitable traps and barriers to digital transformation. Arthur D Little do a nice job in their 2015 study to frame

these by industries researched, and Altimeter provide a nice Catalysts and Inhibitors ‘Evolution’ view.

Yet the one that has most extensively explored the barriers was produced by MIT Sloan Management Review, again working with Capgemini

Consulting. They conducted a survey in 2013 that garnered responses from 1,559 executives and managers in a wide range of industries.

I will highlight only on a few key visuals from this report, but the details are well worth working through as they will all (most probably) apply

to you.

45
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Source: Digital Transformation Study, Arthur D Little, 2015
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Source: Digital Transformation Study, Arthur D Little, 2015
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Source: Digital Transformation: The Age of Innocence, Inertia or Innovation, Microsoft, 2016
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Embracing Digital Technology , MIT Sloan Management & Cap Gemini Consulting, 2013
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Embracing Digital Technology , MIT Sloan Management & Cap Gemini Consulting, 2013
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Embracing Digital Technology , MIT Sloan Management & Cap Gemini Consulting, 2013
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Aligning the company

Reshaping value propositions and building digital capabilities become an integral part of the digital transformation plan. Again, MIT offer

some thoughts, this time in collaboration with Deloitte University Press. They outline:

“Preparing for a digital future is no easy task. It means developing digital capabilities in which a company'’s activities, people, culture, and
structure are in sync and aligned toward a set of organizational goals.
Most companies, however, are constrained by a lack of resources, a lack of talent, and the pull of daily priorities, leaving executives to

manage digital initiatives that either take the form of projects or are limited to activities within a given division, function, or channel.”

Finally, IBM and its Institute for Business Value begin to explore the required skill set for digital transformation and suggest phases for

reshaping the business.

52
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Source: Strategy, not Technology Drives Digital Transformation. A Research Report from MIT Sloan Management in collaboration with Deloitte University Press, 2015
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Source: Strategy, not Technology Drives Digital Transformation. A Research Report from MIT Sloan Man-
agement in collaboration with Deloitte University Press, 2015
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Source: Digital transformation- Creating new business models where digital meets physical, IBM Institute for Business Value, 2011
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Source: Digital transformation- Creating new business models where digital meets physical, IBM Institute for Business Value, 2011

56

HYPE | Exploring Digital Transformation



Where does digital transformation sit and how is it perceived by the organization?

Some critical questions that raise good points of any strategic framing of digital transformation, explored within the Microsoft study in early

20176.

Q: Where does the digital strategy originate?

Q: Does your organization have any senior digital leader roles in place?
Q: How the organization thinks about digital transformation

Q: Is your organization taking any action to change the workplace and culture?

57
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Source: Digital Transformation: The Age of Innocence, Inertia or Innovation, Microsoft, 2016
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Source: Digital Transformation: The Age of Innocence, Inertia or Innovation, Microsoft, 2016
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Source: Digital Transformation: The Age of Innocence, Inertia or Innovation, Microsoft, 2016
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Source: Digital Transformation: The Age of Innocence, Inertia or Innovation, Microsoft, 2016
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Formulating a digital culture

The main characteristics of digital cultures include, "an expanded appetite for risk, rapid experimentation, heavy investment in talent, and
recruiting and developing leaders who excel at 'soft’ skills, yet it is suggested leading a digital company does not require technologists at the

helm." (MIT Sloan)

MIT Sloan Management in collaboration with Deliotte raise some interesting questions and results shown in different response charts.

62
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Source: Strategy, not Technology Drives Digital Transformation. A Research Report from MIT Sloan Manage-
ment in collaboration with Deloitte University Press, 2015
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Source: Strategy, not Technology Drives Digital Transformation. A Research Report from MIT Sloan Management in collabo-

ration with Deloitte University Press, 2015
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Source: Strategy, not Technology Drives Digital Transformation. A Research Report from MIT Sloan Management in
collaboration with Deloitte University Press, 2015
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Source: Strategy, not Technology Drives Digital Transformation. A Research Report from MIT Sloan
Management in collaboration with Deloitte University Press, 2015
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Source: Strategy, not Technology Drives Digital Transformation. A Research Report from MIT
Sloan Management in collaboration with Deloitte University Press, 2015
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Emerging technologies to experiment with

The Cutter IT Journal, as well as Microsoft's research on digital transformation offer a helpful overview of emerging technologies to keep in

mind when setting up your experimentation roadmap.

Also refer to PWC's industry 4.0 framework on page 11.

68
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Source: Five Steps to Digital Transformation, Cutter IT Journal, 2015

Are you experimenting and exploring these emerging technologies for digital transformation?
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Source: Digital Transformation: The Age of Innocence, Inertia or Innovation, Microsoft, 2016
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A final visual:

What has digital done for us lately?

71

HYPE | Exploring Digital Transformation



Source: Strategy, not Technology Drives Digital Transformation. A Research Report
from MIT Sloan Management in collaboration with Deloitte University Press, 2015
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community includes global companies such as Siemens, BAE Systems, RWE, AkzoNobel, Bombardier, DHL, Roche, Nokia, Daimler,

Airbus, Petronas, Saudi Aramco, Boeing, and many more.

Visit our website at www.hypeinnovation.com to learn how HYPE enables companies to transform their best assets - employees,

customers, partners, and suppliers - into dynamic and engaged innovation communities.
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