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The key forces for change

Figure 1.1 Characteristics of change
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Market capitalization of the world's most valuable public companies
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2006 2016"

ExxonMobil $362.5b Apple

BP $225.9b ExxonMobil $356.0b

Facebook $355.6b

Royal Dutch Shell $203.5b

* as of August 1, 2016
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To select our 50 All-Stars, Korn Ferry asked
3,900 executives, directors, and securities
analysts who had responded to the
industry surveys to select the 10
companies they admired most. They
chose from a list made up of the
companies that ranked in the top 25% in
last year’s surveys, plus those that
finished in the top 20% of their industry.
Anyone could vote for any company in any
industry.
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The key forces for change
“»*Transformed competitive contexts
**Transformed consumer contexts

«»*Transformed company contexts
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Transformed competitive contexts

“*Horizontal Innovation — competition from anywhere
“¢*Horizontal Innovation™ is the effective transfer and application of pre-existing technologies
and knowledge from one industrial sector, to help meet a challenge or challenges, in another.

“»The full stack startup

“»*The shifting nature of (competitive) advantage
+“*Need more agile organizational strategy e.g. continuous reconfiguration, healthy
disengagement, resource allocation that supports agility, innovation proficiency, and
leadership
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The World's Most Valuable Startups

Valuation of the 10 most valuable venture-backed private companies*

Total equity funding

Uber $51.0b $7.4b
Xiaomi $46.0b $1.4b
Airbnb [ s25.5b @ =
palantir [N s20.0b @ sisb

snapchat [N s16.0b $1.2b
Didi kuaidi [N s16.0b $4.0b
Flipkart [N $15.0b $3.0b
spacex [ $12.0b ® s1b
pinterest [ $11.0b ® s
propbox [ $10.0b ® soeb

* as of October 2015

@statistacharts  Source: The Wall Street Journal
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Transformed competitive contexts: DTAC
sAAAMTTaNaLUL KPI Tuasdns

«*https://brandinside.asia/why-dtac-say-no-to-kpi/

“»https://marketeeronline.co/archives/61685
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Transformed consumer contexts

“»The gateway principle and the customer interface battle
“»Ever-more sophisticated Ul enable the potential for more progressive user interaction and
seamless UX.
“*Ubiquitous digital services: GAFA are building ecosystems of digital touch points around users
to perform all manner of tasks.
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Transformed company contexts

“»The data explosion
<»Everything becoming a service, and software eating the world

“»*From linear to networked dynamics
«»*Sharing economy

“»The heighten impact of talent
+*https://adecco.co.th/en/employers/adecco-services-detail/digital-talent

“*https://www.mckinsey.com/business-functions/digital-mckinsey/our-insights/the-new-tech-
talent-you-need-to-succeed-in-digital

iun: http://www.dhl.com/en/about_us/logistics_insights/dhl_trend_research/sharing_economy.html#.W0a-HIL7TIU
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The agile context model

Table 1.1  Questions to workshop

Velocity

Focus

Flexibility

Competitive

Customer

Company

What are the
market factors that
prevent you from

How does your
vision and strategy
compare to your

Are there cultural
aspects to the
industry that create

moving quickly? competitors? inertia?

How well does How well is your How quickly

your organization strategy and are you able to
shifting linked d to shifting

customer need?

What are the key
forces for inertia in
your ovgannanon?

to your customer
need?

How well is
organizational
execution linked
to a compelling
vision?

customer need?

How well does
your culture
support agility?

ORGANIZATIONAL
DIGITAL CULTURE

LEVERAGE - ‘

TECHNOLOGY !“"”“" : ‘

DESIGN THINKING

REAP BENEFITS

Empathize Enhanced Customer
Identify Digital Drivers Engagement
Build
Analytics
Improved Customer
Satisfaction
Big Data Increased Lead
Generation/Sales
L o= ==
i me i
‘ : ey | and Impression
(m e e i @ Team Transformation &
_(_ Bottom up Innovation
T Involve Business Natives R@m_

AGILE
ORGANIZATION
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The key challenge: rates of change

Figure 1.2 Organizational change is logarithmic

Change

this
challenge
technology changes grows
exponentially... harder
with time
...but
organizations change
logarithmically
A
management
must choose carefully
which changes are adopted
Time _

How digital disrupts
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A gallery of disruptive technologies
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Capgemini Consulting

A Framework for Digital Transformation

Customer Operational
3 ee Business Model
Experience Process

igitally-modified businesses

Customer understanding
Analytics-based segmentation

Sodially-informed knowledge

Process digitisation
Parformance improvement

Product/service augmentation

Transi

ingphysicalto digital

Newfeatures

Digital wrappers

Top line growth
Digitally-enhanced selling
Predictive marketing

Worker enablement
Workinganywhere anytime
Broader and faster comm

knowledge sharing

New Digital Businesses
Digital products

ication

Reshaping organisational boundaries

P

Customer touch points

Digital Globalisation
4 Performance management %
* customerservice Enterprise Integration
Operationaltransparency
*® Cross-channelcoherence 8 53 3 ® Re
Data-driven decision-making
= selfservice

ibution decision authority

shared digital services

Business & IT
Solu

n Delivery

TRENDS IN BUSINESS TRANSFORMATION
EXECUTIVE EUROPEAN SURVEY

ABOUT CAPGEMINI

A GLOBAL LEADER IN CONSULTING, TECHNOLOGY SERVICES AND DIGITAL TRANSFORMATION, CAPGEMINI IS AT THE
FOREFRONT OF INNOVATION TO ADDRESS THE ENTIRE BREADTH OF CLIENTS” OPPORTUNITIES IN THE EVOLVING WORLD
OF CLOUD, DIGITAL AND PLATFORMS. BUILDING ON ITS STRONG 50-YEAR HERITAGE AND DEEP INDUSTRY-SPECIFIC
EXPERTISE, CAPGEMINI ENABLES ORGANIZATIONS TO REALIZE THEIR BUSINESS AMBITIONS THROUGH AN ARRAY OF
SERVICES FROM STRATEGY TO OPERATIONS. CAPGEMINI IS DRIVEN BY THE CONVICTION THAT THE BUSINESS VALUE OF
TECHNOLOGY COMES FROM AND THROUGH PEOPLE. IT IS A MULTICULTURAL COMPANY OF 200,000 TEAM MEMBERS IN
OVER 40 COUNTRIES. THE GROUP REPORTED 2017 GLOBAL REVENUES OF EUR 12.8 BILLION

apgemini Consultin;

Some key findings

On average, large Western European companies have undertaken seven
Business Transformation projects over the last three years

Business Transformation has become a central way of working; however, less
than one third of companies feel that they excel at it

Companies do well in the top-down dimension, but less so in the bottom-up
dimension of Business Transformation

Implementation is by far the riskiest stage within the execution of a large-scale
Transformation

Shortcomings in execution, and insufficient acceptance by company employees
are the most important reason for Transformation failure

Ongoing support from senior management is by far the most important success
factor for Business Transformation

What is our understanding of Business
Transformation?

Business Transformation Programs are complex, performance-enhancing initiatives
that cross functional and geographical boundaries within large organizations.

Business Transformation Programs bring about fundamental changes in the way a

business is run; they need to integrate the dimensions of strategy, structure,
processes, people and IT technology and therefore require a holistic approach.

Competition and industry consolidation are the most
important external trends driving Business Transformation

Underlying trends

Increased competition from

" . reaki .
overseas competitors Groundbreaking advances in

information and communication
technology, eroding the constraints
of geography

Worldwide standardisation and
harmonisation of business practices

Industry consolidation

Increased competition from
domestic competitors

Decrease of political and logistical

Technological change barriers to cross-border trading

Changing customer preferences

Regulatory change /
government policy




Growth has become the most important internal

driver for Business Transformation

Revenue growth

Cost cutting

Increased productivity

Internal trends driving Business Transformation

Underlying trends

+ Many large European companies
have restructured, cut cost, and
shed non-core businesses

+ These companies are now seeking
to capitalize on their new strengths

+ Growth opportunities are typically
seen outside of Western Europe

Corporate transactions and outsourcing / offshoring remain
the most prevalent types of Business Transformation

Trends in the types of Business Transformation
2004 - 2006 2007 - 2009 (expected)

56.8% [©) Corporate transaction PN 58.4%
52.8% ® Outsourcing / offshoring o 53.6%
53.6% @ Enterprise-wide IT project ~ 51.2%

Cross-functional
44.0% ® performance PN 48.0%
improvement program
ss6%| (® Value-chain optimisation P 39.2%

46.4%

[

Strategic change 32.8%

1

46.4% Enterprise-wide 24.8%

[l

Business Transformation has become a central way of wor-
king; however, less than one third of companies excel at it

Large-scale change is no longer a rare occurrence, increasingly it is the normal

state of affairs

Most respondents expect a slight increase in the number of Business Transformation
Programs in the future

Many companies undertake at the same time “breakthrough projects” which focus on
the external competitive environment, and “performance improvement projects” which
are more internally focused

The mechanics of Transformation move away from individual projects towards an
environment of constant change

" I
“Business Transformation has become |

a central way of working”
“Business Transformation is something 0%
our company excels at’ o

0 10 20 30 40 50 60 70 80 90 100

86%

Companies do well in the top-down dimension, but less so in
the bottom-up dimension of Business Transformation

Top 5 strengths of the projects

Determining the need for transformation projects [ ]
Setting objectives

[ objectives to

Setting up and managing project teams

Evaluating Risks

|

Top 5 weaknesses of the projects

Dealing with training / people management issues [ T e ]
Avoiding project slippages [ =]
Implementing IT / systems changes [ [ ]
Communicating objectives to employees [ T e

Evaluating the success of projects [ ]

Implementation is by far the riskiest stage within
the execution of a large-scale Transformation

Where are the of failure hi

No stage tends
New solution design 1o be riskiest « Implementation is the most
Implementation important phase of a Business

Recruitment and Transformation

motivation of

project team « Programs are more and more
complex, especially in a global
Post- environment
implementation « The next two risk factors deal with
a faulty set-up of a Transformation
Program — especially the
Planning of formulation and communication
implementation i

Formulation of Communication
strategy and of objectives
transformation objectives

Ongoing support from senior management is by far the most
important success factor for Business Transformation

Key success factors

Support from senior management 64.8%
Alignment with overall strategy

Buy-in from employees

Leadership capabilities in management team
Ambitious, but realistic transformation plan
Collaboration across functions

Sufficient and adequate resource allocation
Internal capabilty to run and manage B.T. projects
Communication of objectives

Planning and results monitoring

Flexible and scalable IT systems

Role model of leadership in embracing change




Insufficient acceptance by company employees is the most
important reason for Transformation failure

Large difference in perception

Key reasons for failures

| Is not accepted or adopted
by employees

C-level executives.

Is not completed in time

Non-C-level executives

IT / infrastructure problems

Faulty strategic rationale

Change of strategy renders
it obsolescent

) Chief Digital
Exceeds initial budget Otficer

A cro

Digital Culture

A Capgemini Consulting

Barriers in Digital Transformation

Hurdles to digital transformation
(Percentage indicates responses ranking the issue in top two)

Presence of archaic IT systems and applications

48%

Lack of digital skills
43%

T I

Lack of clear leadership vision

- - —
Figure 1: Culture is the number one hurdle to digital transformation vian: Capgemini Consulting

Hurdles to digital transformation Respondents who reported culture among
(Percentage indicates responses ranking the issue in top two) the top two hurdles (Breakdown by geography)
------------------------------ ' | France
| | Cultural issues : | N | 75%
K Germany
: ° o ) 72%
----------------------------- T Spain
Presence of archaic IT systems and applications i - 1%
D 45 mm— Netherlands
— S 63%
Lack of digital skills - Sweden
43% HEE S 65%
1 —
Lack of clear leadership visi o
ar ip vision . UK
38% % I 55%
= U
=== I 54%
Global average
P 62%
Source: Capgemini Digial Transiormation Insttute Survey, Digital Culture: March-Aprl 2017, N = 1700, 340 organizations

iun: Capgemini Consulting
What is Digital Culture

Customer Centricity

Agility and Flexibility i @ Innovation

Digital-First Mindset LS ML
\ Data-driven
\ % Decision-Making

Open Culture Collaboration -

Employees don’t see their organizations’
culture as “digital”




Figure 2: of p and ploy who agree that there is a high prevalence of digital culture
in their organization
63% fiun: Capgemini Consulting
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53% 50w
a3 7%
40%
l 27% 0% 2%
0 a a
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A Capgemini Consulting

Understanding the leadership—
employee divide

«* We found that senior executives in these countries have failed to do a number
of things including:

e Articulate the culture vision in order to give managers and employees a
standard for their work

24

e Adapt cultural pursuits to accompany a digital vision

e Act as mentors and role models to achieve over-arching cultural
ambitions

e Adjust KPIs or the incentive structure to align with the transformation
goals, or embed desired behavioral changes in core value statements.

ini Consulting

Figure 5: of and
of digital culture

Wwho agree that there s high prevalence tun: Capgemini Consulting

/}35 We easily collaborate across functions and business units
——————— 4 %

as%

We use digital technologies 10 Create stronger Cusiomer engagement
0%

= %
S| Wehave s cue of 2nd axctaing 41% vs. 85%

EEEEEEEEEE—— Percentage of employees vs.
leadership who believe they
easily collaborate across their

organization

We have a culture of openness 10 the cutside world: we work closely
with start-ups and partners

——— 34%

5%

Srganization has a culture of fexitibty and agiity
(Y e ————— 55
——— 40
My organization slways prioritizes digital solutions in all areas of work
6%
—— 31%

in all parts

ez, 5w 1700,

Management does not feel empowered to be
a catalyst for the culture change agenda




Figure 6: F age of ip and
culture in their organization

] who agree that there is a high prevalence of digital
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My firm adjusts role descriptions and KPIs to digital goals
AR 76%
55%
L ip acts as role in ing to ge and
% adopting new behaviors
71%
41%
g Redesigned company core values to include digital cultu
46% oo
‘;g o e o e el vk hich is well 8 - oh the y
e — )
40% ik
m Leadership = Management

Souce: Capgemini Dighal Transiomation Instius Survey, Dighal Cultus: March-Apd 2017, N = 1700, 340 organizations.

an: C ini Consulting

Leadership believe they have a digital
vision, employees disagree

Figure 8: Percentage of leadership and employees who agree with the following
statements on digital vision:

Our organizations' digital vision is pragmatic and can easily be translated into

<‘-9 ¢ tects and initiati
—— 69%
b I— aper

A well-defined strategy and action plan exists for achieving our digital vision
eeeer—— ]
[— 1%,

The digital strategy and vision are well communicated to the whole organization
R — 1%

Ay I oo,

m Leadership m Employees

Souroix Capgamini Dighal Transformation Instinie Survay, Dighal Cublure; March-Aprdl 2017, N » 1700, i C ini Consulting

Innovation exists in theory, but not
necessarily in practice

?,

of and

Who agree with the following

on

Employees can set aside time from core work 1o innovate

74%
e t2%

We do not have to deal with bureaucracy 10 submit ideas.
S —

5%
———— 3 7ey,

66% vs 32%
Percentage of leadership
and employees who
believe there is no
bureaucracy for
submitting ideas

Employees are engaged in the operational implementation of new ideas.
2%
R 3%

My organization is investing in buliding digital capabilities of employees.
e e e ———m— e
33 %

) @ 2 F

n
V

We are empowered 10 experiment and depioy at pace in defined areas
—— S,
— 1 7%

There ideas

@ _—m — ars

Although lab(s) is in place. innovation is carried out
across the organization

28%
— 2%

= Leadership = Employees




Figure 10: age of ip and employees who agree with the following
on key initiatives:

Collaboration is a myth, say employees; N — o

A S0,

My has the 10 foster more
,}9 among employees
82%
_“‘
around novel that leverage newer technologies
are open for all employees
P 6%
——— L

In my organization hierarchy does not really matter, it is the value of your ideas

that makes a difference
fg B eeee——————— L )
—— )

uLeadershp  m Employees

_ N .

o Profile of
Who are the digital culture leaders? Front-Runners

The Front-Runners represent close to a third of the organizations we surveyed
(34%) and are characterized by a combination of the two following key features:

1. They have performed consistently well across the seven dimensions of digital
culture

2. Their leadership has largely succeeded in aligning the wider organization to
the desired culture.

Strong representation of Front-Runners in the UK, Sweden and the US Automotive has the highest proportion of Front-Runners
(Front-Runners by geograpity) (Front-Runners by sector)
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Source: Capgeminl Dighal Transformation Instiuse Sunvey, Digital Cubure: March-Agd 2017, N = 1700, 340 organkzations
Source: Capgemid Oigtsl Transtoamaion Fath.fe Survey, Ogksl Cufure; Marcheird 2017, N = 1700, 340 organizations

Automotive

]
Telecommunication '>@ ?‘.ﬁo 2
Banking/Insurance @ %O

Consumer Products

n: Capgemi-




How to evolve your digital culture?

Coding a Digital
DNA

Blend top down and bottom up approaches to code a Digital DNA

Deploy change agents
and empower employees
to drive digital culture

Take o systems \

thinking approach to

culture change

Design new digital
KPis focused on
behaviors rather than
successes or failures
Invest in the digital
skills that matter

Make digital culture
change tangible

O Use collaboration tools to
increase transparency and

reach out to employees

Set a clear vision and have visible leadership involvement

Group Discussion
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