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CHARLES ORTON-JONES

t may be telling that one of the

smash hit books of the past year

has been on sleep. Berkeley pro-

fessor of neuroscience Matthew
Walker’s Why We Sleep was a com-
prehensive analysis of why humans
need to sleep, which doubled up as a
polemic against the habits that lead
to insomnia.

He marvels: “A hundred years ago,
less than 2 per cent of the popula-
tion in the United States slept six
hours or less a night. Now, almost
30 per cent of American adults do.”
The health implications are shock-
ing. Lack of sleep leads to mental
illness, diabetes and chaos. More
than 1.2 million accidents are
caused each year by sleeplessness.

A key reason for sleepless nights is
pressure at work. Change has never
been faster. Companies are simply
struggling to adapt to the multitude
of threats to their existence. The
pressure to transform is immense.

A survey by Couchbase, a cus-
tomer engagement database pro-
vider, of 450 digital transforma-
tion project leaders revealed 54 per
cent worry their business would go
bust if their digital transformation
failed. Fashion brand Jaeger went
to the wall for precisely that rea-
son. A further 89 per cent of enter-
prises say their industry is being
disrupted by digital technology.
Worse, 90 per cent of digital pro-
jects fail to meet expectations.

Could there be a solution? For a
rising number of firms the severity
of the situation calls for a new role:
the chief transformation officer.

Delivery company UPS created
the role in November. The new
chief transformation officer reports
directly to the chairman and chief
executive. The position is “charged
with driving and facilitating organ-
isational change that will help
UPS to both identify and execute
opportunities for profitable growth
within its existing business units
and in yet-untapped markets and
product segments”.

Advertising giant WPP’s first chief
transformation officer is settling
into the job. Lindsay Pattison’s
remit is to unite efforts across the
160 or so agencies under the WPP
umbrella. It’s a job so big she could
be forgiven for a sleepless night or
two herself.

Butisthe role necessary? The con-
sulting world is divided. Ben Pring,
director of Cognizant’s Center
for the Future of Work, says: “It is

magical thinking that one person
could do everything required to
make a large company fit for pur-
pose in the 2l1st-century digital
economy. It is just not possible.

“Digital transformation requires
a fundamental shift from previous
models and impacts the customer
experience, acompany’s operations
and back office, the way it markets
and sells, how its employees work,
and the products and services
it delivers.

“A single digital transformation
officer cannot be responsible for
all of this on their own. True digital
transformation requires top-down

being entrusted to a new member of the board

leadership in every department
and business function, with co-or-
dination at the CEO, C-suite and
board level.”

Nick Taylor, managing direc-
tor at Accenture Strategy, is in full
agreement. “Digital transformation
officers will not be the silver bullet
companies are looking for to drive
new growth,” he says. “There is no
transformation on-off switch, and
it’s rarely ever initiated and driven
by a single person, particularly in
large, complex organisations.

“Disruptive growth needs to be the
priority of the entire C-suite, where
everyone is accountable, and it

Who's in charge of digital transformation?
Digital front runners and late adopters selected who was in charge for digital

culture change at their organisations

Chief executive/
managing director

Front
runners

No responsible
person

Other

Late
adopters

0%

Capgemini 2018

requires a new mindset, culture and
philosophy that’s infused through-
out the entire organisation.”

The rise of the chief transforma-
tion officer implies the converse
view is gaining ground. Martin
Lentle, country manager for the
UK and Ireland at open source soft-
ware company Red Hat, says the
role brings together disparate par-
ties. “It can be likened to a good
orchestra; you need someone at
the front with a single plan that is
visible to all, helping the players
through rehearsals to build a per-
fect performance,” he says.

Mr Lentle points out that the role
may have existed under another
guise for some while. “From meet-
ing many C-level people on a reg-
ular basis, I have seen heads of
innovation within an organisation
change their title to digital trans-
formation officer,” he says. “You
could argue they are the same role,
with updated terminology.”

Maybe it comes down to the
nature of the company and its
leadership. Some companies are in
flux and need a visionary to find
a way through the chaos. Others
can do that with the existing
C-suite talent.

Nigel Vaz, chief executive,
Europe, Middle East and Africa, of
consultancy Publicis.Sapient, uses
the example of Apple to illuminate
the nuance. “The role of chief trans-
formation officer is a great idea if
the CEO doesn’t see themselves in
that role. Steve Jobs was the chief
transformation officer of Apple,
whereas Tim Cook is more a classic
CEO,” he says.

The key thing is to look at what
the chief executive does. “How do
they spend their day?” asks Mr
Vaz. “Do they obsess about the
past and current? Then they are a
Tim Cook-type leader. Or do they
think primarily of the future like
Steve Jobs?”

It takes a brave boss to admit they
are struggling to galvanise the
company for the future challenges
ahead. But if the chief executive
is overwhelmed, a chief transfor-
mation officer could be the way to
kick-start change. The new board
member can unite efforts across
disparate departments and agen-
cies. And get the organisation back
on track.

Working for a struggling company
leads to sleepless nights. If the cure
for insomnia is a chief transforma-
tion officer, more and more boards
will be making room for one. ¢
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CUSTOMER FOCUS

Customers
in driving
seat of digital

Companies striving to achieve a digital
makeover must put the customer at the
centre of their transformation

NICOLA SMITH

hile the focus is on

newcomers entering
industries and threat-
ening the viability

of traditional players, it is lack of
customer centricity that poses the
real threat to incumbents as the
so-called disruptors are simply
using digital technology to build an
operation around the consumer. It
is a realisation that is forcing larger
companies to transform the way
they do things, while a bigger pic-
ture is slowly emerging.

“People recognise that customer
centricity is a driver for revenue
growth, driving loyalty, retention
and sales,” says Duncan Barnes,
partner in consulting at Deloitte.
“But it is also increasingly seen as
a driver for cost-reduction. There
used to be this misnomer that a
better customer experience and a
reduced cost to serve were in con-
flict, but people recognise now that
dissatisfaction for customers is a
source of cost for businesses.”

Customers demand not only value
but also transparency, accessibil-
ity, convenience and personalisa-
tion. Dissatisfaction can extend
from the product or service itself
to the wider customer experience.
Business transformation means
putting the customer at the heart of
everything from product develop-
ment to marketing.

“The continual challenge in all
customer-centric  transformation
is to be very close to your custom-
ers, and to test what you’re building
and get regular feedback,” says Mr
Barnes. “The best example is when
businesses bring customers into
the ideation process and help them
to come up with new ideas for how
to serve them better, making them
part of the community for new idea
generation and testing.”

Many established businesses
struggle, not because they don’t
recognise the need for change and
the threat posed by more custom-
er-centric startups, but because
they are unable to implement

digital transformation. It is not easy
to achieve for large organisations,
which are invariably hampered by
legacy systems and an ingrained
way of doing things.

Mr Barnes adds: “Big companies
find it very hard to make significant
changes quickly. Small companies
are often more agile and are able
to overtake them, so the challenge
for big companies is how do they
adopt the culture of a startup with-
out throwing the baby out with the
bath water?”

In the energy sector, increasing
competition, evolving regulatory
demands and changing customer
behaviour has piled pressure on pro-
viders to transform their operations
to stay relevant. Incumbents have
turned to partnerships and acqui-
sitions, enabling them to tap into
technological innovation and act
with greater speed and agility.

Centrica-owned British Gas was
the first of the big six energy firms
to move into the smart home mar-
ket when it launched its connected
home brand Hive in 2013. Two years
later it acquired AlertMe, the tech-
nology platform that underpins
Hive. Sudeep Maitra, global vice

president of strategy for Centrica

Connected Home, says: “The
AlertMe platform gave us a very
good and credible starting point
in the connected home space, but
we have since built on it for scale.
We are close to one million custom-
ers now.”

The company has also used the
platform to increase its range of
connected home products, adding
sensors and a camera, and integrat-
ing with Amazon Alexa and Google
Home. “Acquiring the AlertMe
platform has enabled us to give

Business transformation means
putting the customer at the heart
of everything from product
development to marketing

Customer-focused IT initiatives
Percentage of global chief information officers involved in the following initiatives at their companies...

Building technology
platforms

Designing products

Delivering customer
experience

Customer acquisition,
retention and loyalty

Analysing customer data

Joint governance

S99%

46%

459

449,

38%

process with marketing

16%

Deloitte 2017

customers an end-to-end digital
experience,” says Mr Maitra.

While npower and E.ON have also
partnered with connected home
specialists — Google-owned Nest
and Greenwave respectively — one of
the most recent acquisitions in the
sector has been EDF’s purchase of
engineering and technical services
firm Imtech in 2017, enabling EDF to
offer improved services, energy effi-
ciency and low-carbon solutions.

As Richard Hughes, director of
sales and marketing at EDF Energy,
says: “No one company has all the
expertise to meet the pace of change
and sectors are rapidly converg-
ing. Our partnership with Imtech is
a good example of where our com-
bined skills and level of experience
will give us a far greater capability
and reach to respond to customers’
changing needs.”

Both Centrica and EDF attribute
at least some of the success of their
partnerships to adopting an agile
methodology. “That is how we think
and how we put the customer at the
heart of our product development,”
says Mr Maitra. “We test extensively

with customers what kind of prod-
uct they want and how they want
to use it, and then we have iterative
development, take it to market and
keep improving iteratively.”

He says the culture has since per-
meated Centrica as a whole: “We
are better at how we serve our cus-
tomers, automating what we do and
reacting on digital channels.”

Mr Hughes concedes that keep-
ing pace with EDF’s more agile
technology partners can be a chal-
lenge, but the company addresses
this by working through proof of
concepts at the start. “Not only to
prove the idea or technology has
legs, but also to demonstrate that
we can work effectively together,”
he says. “From here we can then
look to formalise the relationship
more effectively.”

It is not just the big six who
are busy forging partnerships.
Relative newcomers also see this
as the way to stay ahead. Stephen
Fitzpatrick, founder of Ovo, the
energy supply company launched
in 2009, says: “Partnerships have
allowed us to diversify our offering
and tap into new technologies and
digital products.”

He cites Ovo’s partnership with
electric vehicle charging point
startup ubitricity and the acquisi-
tion of smart-grid company VCharge
as examples. “We have been able to
shift our offering from that of a core
energy supplier to a truly integrated,
technology-enabled energy services
company,” says Mr Fitzpatrick. ¢
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“The best organisations
frequently use
transformation
programmes to test
fundamental issues
about their business’

he pace of change is faster

than ever. But it is still the

slowest it will be in our lives.

This fact dominates busi-
ness today. And it is leading compa-
nies and governments to embrace
business transformation in ways
they never dreamt they would.

Sector by sector, we see the emer-
gence of new products and services,
challenger business models, innova-
tive reform of distribution and sup-
ply chains, the extraordinary power
of digital technology. New genera-
tions of consumers and employees
bring vastly different expectations.
Look at what’s happening in bank-
ing, music, retail, healthcare, higher
education and so much more.

And overlaying it all, for us in the
UK, is the disruption of Brexit and
tougher economic times. We won’t
settle into a new norm. Indeed,
transformation is now arguably
business as usual, and organisa-
tions must embrace it as a strategic
priority, making themselves ready
for change at every moment.

Of course, transformation isn’t
easy. It is disruptive and chal-
lenging, as well as necessary
and rewarding. Transformation
demands clear thinking, a strong
sense of purpose and skill in bring-
ing people with you.

Transformation must be owned
not just by the leaders of an organ-
isation, but throughout the work-
force. And, ideally, by shareholders,
customers and other stakeholders
as well. This often means that we
need to do more than win the logi-
cal argument for change. We need to
convince hearts as well as minds.

Much of the human response to
change is emotional rather than
rational. Of course, there should be
a robust business case behind any
decision to change. But business
leaders must also get their tone and
approach right if they want to suc-
ceed. This applies even more when
the project involves technology, par-
ticularly digital.

Too many organisations are
tempted to see digital as a quick fix.
Recognising the need to respond to
aggregators and agitators in their
marketplace, incumbent businesses
sometimes just bolt digital capa-
bility on to their existing firms and
hope this will do the trick. It won’t.

The best organisations, by con-
trast, frequently use digital or

technology transformation pro-
grammes to test even more funda-
mental issues about their business.

How do we relate to our customers?
Are we enabling our people to make
the most of technology? Are we in
the right markets? Should we part-
ner, diversify or look for a merger?
What sort of organisation do we
want to be in five years’ time? What
is our purpose and can we articu-
late it in way that makes sense to our
key audiences?

By getting to the answers to these
questions, transforming organisa-
tions are far more likely to achieve
the results they want and to get
value for money from the changes
they implement.

The best transformation teams
learn and adapt as they go along.
They are constantly looking for sig-
nals of where they need to adjust
and respond, and where the oppor-
tunities are to push the bounda-
ries. They use our unprecedented
access to data, and our astonishing
power to analyse and interrogate, it
to inform their thinking, but not to
dictate it. They share intelligence
and look for inspiration from a wide
range of sources.

Marrying a strong sense of strat-
egy, priorities and programme man-
agement with this new agility and
ability to learn is tough for even the
best organisations. It is one of the
reasons why diversity of thought,
experience and perspective are so
important around the board table
and throughout an organisation,
as well as within the consulting
industry.

Yes, we’re all having to change.
And we can certainly make it a
change for the better.

Alan Leaman

Chief executive
Management Consultancies Association

Commercial feature

Businesses chase
agility in the new
world of digital

Companies are embracing digital innovation to stay ahead of
competitors in an increasingly disruptive business landscape,
but true transformation relies on an agility that organisations

struggle to achieve

owerful technologies such as

cloud computing, big data and

artificial intelligence are dou-

bling in capability every one
to two years and coming together to
help accelerate critical breakthroughs
in innovation. These technologies are
combining to drive much-needed
technical and cultural transformation
in industries and businesses at threat
of digital disruption.

The pace of change required to trans-
form effectively means businesses
are having to significantly increase the
speed at which they adopt change ini-
tiatives. To thrive in the digital world,
companies need to streamline the rigid
structures and legacy processes that
exist in their organisation, and ulti-
mately change the way their projects
are run and decisions are made.

According to lan Wyrley-Birch,
global partner at consulting firm The
Birchman Group, companies have no
choice but toembark on a digital trans-
formation. “They must keep up with,
and exceed, customer expectation,”
he says. "The question is how they do
thisand when. Itis only a matter of time
before today’s technologies become
tomorrow’s standards.”

There is no magic bullet to achieve
a successful digital transforma-
tion, but businesses should begin by
reviewing the skills they have at their
disposal. With most of the technolo-
gies involved in digital transformation
still in an emerging phase, the talent

lan Wyrley-Birch
Partner, The Birchman Group

required to deliver these new capabil-
ities is hard to come by. “Even the big
consultancies apply outdated project
management methodologies and bog
organisations down in too much com-
plexity,” says Mr Wyrley-Birch.

However, the biggest mistake a busi-
ness can make is to wait for the tech-
nologies to mature. One of the biggest
roadblocks to digital transformation
is a risk-averse mindset. Many organi-
sations are too siloed and focused on
back-office processes, rather than
delivering true customer value. They
dismiss digital as an IT issue that only
requires a change in technical archi-
tecture, resultingin alack of real buy-in
from the top of the business and an
unaccommodating culture.

“Organisations need to get into the
mindset of adopting best practise and
only adapting processes that are unique
to them,” says Mr Wyrley-Birch. "The key
here is for businesses to truly under-
stand their uniqueness and adopt stand-
ard everywhere else. Once this has been
established, they must adapt to contin-
uous innovation and change, seeking
opportunities to exploit their unique-
ness and build new capability rapidly. To
do this they must be fast to identify the
opportunity and make the decision, and
ideally teams should be empowered to
do all of this autonomously.”

The result, he says, is a truly agile
business that enables continuous
transformation. Without this agility,
digital initiatives will take too long,
exceed budgets and fail to implement
deeply enough, ultimately disrupt-
ing the company and having a nega-
tive impact on business performance.
Senior management lose confidence in
the strategy, jeopardising the executive
sponsorship that is so vital to digital
transformation and making resistance
to change even greater.

Consultancies play an important part
in guiding a company’s digital transfor-
mation, but those that take the tradi-
tional approach of advising a big pro-
gramme of cultural change precedes
the digital transformation itself have
led businesses down a route of fail-
ure due to a lack of vision and control.
UK-headquartered Birchman Group

The ability to
achieve standard
best practice and
unique innovation

in tandem will
provide significant
commercial
advantage and make
it extremely difficult
for competitors to
replicate

advocates the approach that these
should be done in parallel.

“A successful digital transformation
is done in controlled, manageable
chunks,” says Mr Wyrley-Birch. "We
delivered a digital transformation with
a global FTSE 100 company in under a
year in this way and after three years
their competitors still hadn’t caught
up. We brought in an approach to run-
ning projects tailored to their organisa-
tional capability. It delivered enormous
benefit in 18 months, driven by the vital
ingredients of strong sponsorship and
true agility.”

As digital continues to disrupt indus-
tries, the ability to achieve standard
best practice and unique innova-
tion in tandem will provide significant
commercial advantage and make it
extremely difficult for competitors to
replicate. “Companies must identify
what is truly unique about them and
create a platform for growth around
that,” Mr Wyrley-Birch concludes.

For more information please visit
www.birchmanconsulting.com

birchman
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Seven errors
that can trip you up

Failure is frequent in grand transformation
projects. Seven experts offer suggestions for
overlooked causes of catastrophe

CHARLES ORTON-JONES

Neglecting design

“An increasing number of fast-growth
startups are founded by design-
ers. The design course on Stanford
University’s MBA is one of the most
popular and it’s increasingly under-
stood as a powerful strategic tool.
That said, many businesses still
don’t realise this and not only neglect
to create a leadership role around
design, but also fail to invest in grow-
ing design capabilities more broadly
in the business. Done properly this
will force a company to entirely
rethink how it brings new products
and services to market as well as how
it runs and organises itself.”

James Haycock,

founder and managing director
ofinnovation and change
consultancy Adaptive Lab

Too top-down

“Today’s decision-making and devel-
opment processes are becoming
much more ‘bottom-up’ than ‘top-
down’. Rigid hierarchies are increas-
ingly taking a back seat and flatter
corporate cultures based on collab-
oration have moved in. It’s impor-
tant that the person responsible for
transforming the digital capabilities
of abusiness supports these changes,
creating an atmosphere where inno-
vation is encouraged across the
whole organisation. Responsibility
for digital change doesn’t stop with
the executive committee, so it’s
vital that companies as a whole are
equipped to adapt to the challenges
they face. Declarations of intent from
the board are simply not enough.”

Mike Blanchard, director of
customer intelligence solutions at
business software provider SAS

Rivalry between
change leaders

“Herd instinct driven by the kind
of digital disruption that is ubiqg-
uitous in today’s global economy
can lead to confused, ‘me too’
efforts by businesses to trans-
form. Nothing is more symp-
tomatic of this failing than the
bewildering cast of characters
that variously present themselves
as digital leaders - chief infor-
mation, marketing, digital, data,
customer, technology and digital
transformation officers to name
but a few. According to research
by Digital McKinsey, a third of
company executives do not know
which leader is responsible for
digital and technology functions
within their business. In most
cases these are either people who
have successfully ‘made a play’
for the digital piece or they are
brought in to spread some digital
pixie dust across some previous
perceived success.”

Chris Porter,

digital transformation director at
cybersecurity and transformation
consultancy 6point6

Failing to get internal
buy-in

“Once I advised one of the major
Russian banks on the process of
blockchain technology implementa-
tion, and we encountered an enor-
mous amount of problems even at
the process development and plan-
ning stage. After two weeks of com-
munication with the IT vice presi-
dent of the company, it became clear
there were two main reasons. First,
50 per cent of managers just didn’t
understand why digitalisation is
necessary and co-operated pas-
sively. The other 50 per cent realised
the implementation of transparency

Fixating on distant goals

“A solid strategy must avoid all-en-
compassing initiatives without care-
ful understanding and planning.
Instead, taking on board ‘quick wins’
will help to bring a clear impact on
operations and obvious benefits.
This can be done by running multiple
small projectsin parallel to ensure the
best ideas are progressed rapidly and
the bad ones fail early.”

Matt Jones,
lead analytics strategist at data
science consultancy Tessella

Passive bosses

“Transformation should be champi-
oned by the chief executive, the front
and centre face of the company who
intrinsically understands how the
business fits together, who knows how
transformation tessellates with other
priorities and who has the greatest
sense of proprietary. To help them get
‘the plumbing’ right by implement-
ing the right changes, the CEO needs
afine chief operating officer, someone
who gets things done and isn’t afraid
to get their hands dirty. And if the
CEO isn’t all over the process of dig-
ital transformation, it’s simple — you
get anew CEO.”

Chris Gorell Barnes,
chief executive and founder of
content agency Adjust Your Set

and self-verification of transactions,
operations, rights and responsibili-
ties was not convenient for them and
sabotaged the process. I believe that
overcoming these two factors inside
the company is far more critical than
the technical or managerial skills of
a particular digital transformation
office (DTO) or its total absence. At
the current stage of corporate read-
iness to digitise their processes, the
role of a DTO is often not relevant
atall.”

Aleksei Antonov,

chief financial officer of
decentralised fog-computing
platform SONM

Wrong qualities in
leaders of change

“A common misconception is that
the head of transformation needs to
have a strong IT background. In real-
ity, the ideal candidate should have a
passion and curiosity for technology
and all that it can deliver, but other
qualities are essential. Leading digi-
tal transformation is all about inspir-
ing change. And realising that, a lot
of the time, people don’t actually
want change. They’ll need to have
hugely strong people and mediation
skills to bring leaders on side and
hold senior managers accountable.

They’ll need a strong business and
management background to build
the business plan for change and
argue the case for change. They’ll
also need a strong constitution. It
will require considerable invest-
ment, it will disrupt the status quo
and it won’t be plain sailing.”

Kieron McCann,
director of strategy at WPP’s
technology consultancy Cognifide
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Business
transformation:

disrupt,

differentiate
or defend?

Most companies are good at their core
business, but not at reimagining its future

oftware is eating the world,”
wrote Marc Andreessen in
The Wall Street Journal. The
entrepreneur and software
engineer made his observation in
2011; today almost every aspect of
commercial organisations - what
they are and what they will become
- is driven by technology.
“Businesses have been transform-
ing forever, but there are two new
factors influencing the speed of
change,” says Nigel Vaz, chief execu-
tive of Publicis.Sapient International.
“The first is the accelerated rate of
change of consumer behaviours and
expectations. The second is the rate
of change of technology or the digital
element of business transformation.
“"Whereas technology was once the
preserve of the IT department, and
cost and risk were the priority, now
technology is integral to and powers
every part of the organisation. As a
result, it is on the agenda of the CEO
and C-suite instead of isolated to IT.”
Transformation and the capability to
deliver it require businesses and lead-
ers to regard change as much more
than a project with a starting point
and a completion.
“Amazon is constantly evolving - isita
bookseller, aretailer, amediacompany,

Nigel Vaz
Chief executive
Publicis.Sapient International

a logistics disruptor or the largest pro-
vider of cloud services?” says Mr Vaz.
“Amazon is defined not only by what it
does, but also how it does it. It has built
capabilities to power its own business,
for instance AWS to power its com-
merce platform, and has turned that
into a business itself. How it quickly
stands up and then monetises these
capabilities is a core skill, one which
more traditional organisations need to
understand and to adopt.”

Traditional companies and industries
are increasingly being disrupted by
nimble and digital-first entrants. While
this is true across all sectors, the dis-
ruption can come in different forms
from processes such as manufacturing,
to products and services. If companies
do not evolve their businesses and put
digital at the core, they could see them-
selves surpassed by digital leaders.

Many of the top companies of yester-
day have been overtaken by those that
put digital at the core. Look at a com-
parison of the top five US companies by
market capitalisation in 2001 and today.

Publicis.Sapient has been helping to
build digital businesses for almost 30
years, and has fundamentally changed
many industries through the launch
of some of the first internet banks,
stock trading platforms and the largest
retail commerce platforms. It helped
to create online seat selection tools
for airlines, which became one of the
biggest drivers of cost reduction at
the time and now represent the air-
line industry’s second biggest revenue
generator after air fares.

Publicis.Sapient partners with cli-
ents on their digital business transfor-
mation (DBT), an approach that begins
with identifying how to create value for
consumers and the business, and prior-
itises what will most materially impact a
business. The second stage of the DBT
approach focuses on how to unlock that
value using digital capabilities.

In the instance of airline seat selec-
tion, the clear value identified both
to customers and to the enterprise
required adjustments to many sys-
tems and processes. DBT requires the

Market capitalisation (bn)

Financial Times/Global 500

2001 2018

General Electric $372 Apple $875
Alphabet

Microsoft $327 (G%anee) $762

Exxon $300 Microsoft $§708

Walmart $273 Amazon §701

Citicorp $255 Facebook $515

Executives who rate their firms
as profitability market leaders

@ Digitally € Digitally
mature immature

48% 17%

Digitally leading companies are
twice as likely to value deep
customer insight

@ Digitally 4 Digitally
mature immature

48%

Digitally mature companies are
more likely to recognise and
anticipate threats

@ Digitally € Digitally
mature immature

transformation of both the front stage,
which is exposed to customers, and
the back stage, underpinning business
infrastructure and operations.

“Some companies identify oppor-
tunities for disruption, but then fail to
realise how they’ll go about delivering
it,” says Mr Vaz. “Others are so mired
in the how of a change that they are
unable to evolve the business to ask the
bigger question of the what.”

He contrasts two of Apple’s bosses.
“Steve Jobs was a transformational
CEO whereas Tim Cook is a more tra-
ditional CEO. Cook is the kind of boss
that most companies have - someone
who is great at running the organisa-
tion. But the more transformational
CEO is focused on how the company
will create value for consumers and
pushes it to achieve that. The organi-
sation needs both skillsets - the vision
and the roadmap to get there.”

If companies do not evolve
their businesses and put
digital at the core, they

could see themselves

surpassed by digital leaders

In which of the following ways has digital transformation
created value for your company today?

@ Digitally € Digitally
mature immature

Become more innovative

Improved revenue from existing streams

Improved how employees collaborate internally and with partners

Achieved significant cost-savings

Improved the experience we offer to customers

Opened up new revenue streams/markets/industries

Improved how the organisation handles data and analytics

Improved our products and/or services

10% 20% 30%

40% 50% 60%

Executives Reveal the Impact of Digital on Business Transformation, Publicis.Sapient global survey

There are companies that “disrupt”
in contrast to those that “differentiate”
and “defend”, explains Mr Vaz. “If we
look at the German automotive indus-
try, it is differentiating on the tradi-
tional combustion engine alone. These
carmakers pioneered it and it is their
focus; they're using it to defend them-
selves against the disruptors.

“Tesla, on the other hand, might not
yet have the production capabilities and
the scale, but it has put a marker in the
sand to say, ‘This is how we think that
the automotive sector will evolve'. It is a
future that is less about the hardware of
the car and more about the car becom-
ing a platform through which compa-
nies can differentiate themselves.”

In research conducted by Publicis.
Sapientin partnership with the Fortune
Knowledge Group, nearly three quar-
ters of digitally mature organisations
say it is likely or very likely that the
leader in their industry will be a digital
disruptor within the next five years.

Many companies look to external
partners to help with their business
transformation, sometimes due to lack
of internal capability, but more often
because, while they are highly effective
at their core business, it is a significant
challenge for them to reimagine the
future of their business and industry.

An approach that puts the customer

at the heart of everything that a com-
pany is and does, starting with cus-
tomer needs, will enact change that
has the greatest impact on value to the
customer and for the business.

Digitally mature organisations are
twice as likely as their immature coun-
terparts to point to deep customer
insight as the most important factor
driving success of their organisa-
tion’s digital transformation strategy,
according to the Publicis.Sapient and
Fortune Knowledge Group research.

The “how” should become the
“what” of digital transformation, Mr Vaz
argues. "You need to think about how
you view organisational models, cul-
ture, processes and policies, and how
you measure results. It's important to
create a culture of continually unlock-
ing value by consistently evolving. Even
if you make the wrong choices about
where you're going, you need to be able
to move beyond those mistakes as part
of your evolution.”

He believes that the leaders of com-
panies need to adopt a culture of con-
stant digital transformation. “They
need to think about it as a journey
rather than a destination,” he says.
“That’s what's so exciting about it.”

For more information please visit
publicis.sapient.com
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Men and women have very different vie
Percentage of male and female employees who agree witl

GENDER
INEQUALITY

THE TIME HAS COME FOR CHANGE

The moral argument for a more diverse and inclusive workplace is
undeniable, though proving a business case for driving change is
sometimes less clear. Organisational equality is no longer confined to the
realm of human resources, but has become a boardroom issue all over
the world, as leaders realise the benefits that a balanced workforce can
have. Yet there’s no simple fix or approach that can ensure equality is
beneficial to organisations. Change needs to be focused on workplace
culture itself and embedded into the business strategy if we are to see
any meaningful improvement in gender diversity

Reasons for gender diversity

Percentage of companies and employees have

Only different views on the following...
Employees Companies
%) Diversity contributes
to a positive image of 527
: (e)
of senior roles around the the company

world are held by women

Grant Thornton 2017

23%
of global businesses ey °! — 75%
ha¥s no women in people/it’s the right
() . . thing to do
%) senior leadership
Grant Thornton 2017
60%
more likely for gender
diversity leaders to
% financially outperform
laggards*
MoKinsey 2018 Diversity leads to
. better business
results 90%
increase in global
GDP if women were
% to achieve complete
gender parity with men 42%

McKinsey 2016

*Comparing the top and bottom quartiles for gender diversity on

) McKinsey 2017
executive teams

Female Male

My gender has played a
role in missing outon a
pay rise, promotion or
a chance to get ahead

I have equal opportunity
for growth as my peers

The best opportunities
go to the most
deserving employees

A broad range of leadership
styles is successful at
this company

My company is doing
what it takes to improve
gender diversity

Managers make sure
a diversity of voices
is represented in
decision-making

In this company,
disrespectful behaviour
towards women is often or
always addressed quickly




ws about progression
1 the following statements...

8%

37%

57%

62%

39%

47%

43%

51%

49%

63%

32%

45%

34%

55%

McKinsey 2017

Best/worst countries for gender
Proportion of senior management

RACONTEUR.NET

(=Y [VE:111aY
Female Male
— WORST
Japan
—7% 93%
Argentina
15% 85%
India
17% 83%
Germany
18% 82%
Brazil
19% 81%
UK
19% 81%

— BEST
Russia
47% 53%
Indonesia
46% 54%
Estonia
40% 60%
Poland
40% 60%
Philippines
40% 60%
Lithuania
37% 63%
Gender pay gap

Analysis of 570 gender pay reportees

Health and Housing and

Grant Thornton 2017

Mean gender pay gap for hourly pay
Mean gender pay gap for bonus pay

Scientific and

social care property Education technical
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Gender representation by role
Proportion of global senior management

Human resources director 23%
Chief financial officer 19%
Chief executive 12%

Chief operating officer 9%

Chief marketing officer 8%
Corporate controller 8%

Sales director —6%

People Management 2018

Female Male

77%

81%

88%

91%

92%

92%

94%

Grant Thornton 2017
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DIVERSITY AND INCLUSION

o th

businhess case fo

workplace divegsity 7

Embedding diversity and inclusion into
company culture gets the best from
people and helps boost the bottom line

CATH EVERETT

Ithough most organisa-

tions do not take diversity

and inclusion (D&I) as seri-

ously as they ought, in real-
ity the practice has the potential to
help transform businesses from the
inside out.

As Helen Tucker, human resources
director for Northern Europe at mul-
tinational consumer goods manufac-
turer Procter & Gamble (P&G), puts it:
“It’'sabout culture change, and giving
people the opportunity to live your

values and credos and principles. For
us, that’s about respecting everyone
and making them feel valued and
included so that, no matter who they
are, they’re able to contribute to the
business in the best way they can.”

But such a philosophy is more
than just warm, fuzzy words or
the latest manifestation of polit-
ical correctness. In fact, accord-
ing to McKinsey’s latest D&I re-
port Delivering through diversity,
there is a clear correlation be-
tween this kind of approach and
increased profitability.

For instance, the top 25 per cent
of companies surveyed with a good
gender mix at executive level were 21
per cent more likely to demonstrate
above average profitability. This fig-
ure rises to 33 per cent if ethnicity
and race are used as the marker.

But despite D&I's potential to
transform the way organisations and

Correlation between diversity and performance

Percentage likelihood of above-average financial performance by diversity quartile*

Fourth quartile 4 First quartile

Gender

Ethnic/cultural

*Percentages are rounded to the nearest whole number; however, calculation

of the differentials in quartile performance uses actual decimal values
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their teams think and conduct them-
selves, it rarely does, says Stephen
Frost, founder and chief executive of
D&I consultancy Frost Included. The
problem is, although there is “move-
ment”, the sector is “overwhelmingly
immature”, he says.

To illustrate his point, Mr Frost
divides organisations into three key
categories. The first is the Diversity
101 group, which comprises the ma-
jority. They base their D&I activities
on complying with legislation such
as the Equality Act.

But the problem with this ap-
proach is it can end up being coun-
ter-productive. All too often, the
focus narrows down to individual
high-profile issues such as gender
pay gap reporting, which tends to
generate only tokenistic change.

Second come Diversity 2.0 firms,
which are a bit further down the
path and include many of the FTSE
100. They see D&I as positive in mar-
keting terms, good for the reputation
and a plus in terms of stakeholder
relations, helping them to win con-
tracts and the like. As a result, they
tend to have a number of diversity
initiatives in place, but their think-
ing is not usually very joined up.

Thirdly, there are Inclusion 3.0 or-
ganisations, which are few and far
between, but include players such
as Unilever, EY and the Wellcome
Trust, says Mr Frost. They start with
a philosophy of inclusion and em-
bed D&I into their business strate-
gies as well as into decision-making
at all levels.

Key to this approach is the concept
of intersectionality, which recognis-

es that many individuals have more
than one diversity characteristic,
which includes race, gender and sex-
ual orientation.

As Mr Frost points out: “When you
just focus on ‘women’, it probably
means you're talking about straight,
white women. But that leaves others
even further behind and it’s about
helping everyone to succeed, no
matter who they are.”

So how can organisations best
take advantage of what Ms Tucker
believes is a massive opportunity
to transform their corporate culture
for the better by adopting a more in-
clusive approach?

The first step of this three-to-four
year journey, she says, is to create a
strategic action plan that is closely
linked with the company’s organisa-
tional and business strategy.

The aim is to ensure D&I becomes
hard-wired into the business in all
areas of talent management - re-
cruitment, promotion, retention and
leadership - so it is part of the busi-
ness agenda and helps to deliver on
business goals. As such, it is also im-
portant to frame what success looks
like and find ways to measure it.

The next stage is to ensure that
leadership at all levels is accountable
in three key areas of hard numbers
and data relating to employee mix,
creating a culture in line with the
company’s inclusive values and ena-
bling a flexible working environment,
which includes everything from gen-
der-neutral toilets to benefits.

To this end, P&G set up an inclu-
sion council comprising leaders
from across the business to encour-
age them to “align with and own
the (D&I) strategy”. Existing em-
ployee networks were also involved
in the process to “harness their
intent and energy and resources”
and ensure “everyone contributed
to taking a common direction”, Ms
Tucker says.

Put another way, creating a sustain-
able culture of inclusion is not just
about providing leaders with a one-off
training course on unconscious bias.

Instead, advises Nic Hammarling,
head of diversity at business psy-
chology consultancy Pearn Kando-
la, it is about a “constant drip, drip,
drip where you have to take pretty
much every opportunity to remind
people and give them practical
things like checklists or actions to
do in the moment”. Otherwise they
are likely to take shortcuts when
busy and revert to old habits.

But individual leaders also need to
take personal responsibility for act-
ing in an inclusive way. “It’s impor-
tant to make it personal or otherwise
you’re trying to boil the ocean,” says
Mr Frost. “So it’s about saying ‘as a
leader, it’s your job to include dif-
ference because doing so will cover
your blind spots and help you make
better business decisions’.”

As to recognising when you are on
the right road, Ms Hammarling sums
itup nicely: “It’s when you move away
from the idea that getting it right is
somehow politically correct towards
being truly interested in others and
how to get the best out of them, no
matter what their background, to the
benefit of everyone.” ¢



http://birchmanconsulting.com/

RACONTEUR.NET

Commercial feature

" G o
NABAL

IN§
nee;% fyow
Puuh%

oy

v

TIPS

Behind the scenes at a
smash-hit transformation

How Egremont Group helped photo-printing website
Snapfish turn from struggler to high performer

hat does truly world-

class transformation
look like¢ One of the
most  startling cases

in recent years has been Egremont
Group’s turnaround of global pho-
to-printing website Snapfish. The site
once valued at $300 million became a
loss-making, low-morale and strategi-
cally lost enterprise. Snapfish drifted
from owner to owner, becoming a
byword for a business that couldn’t
quite decide what it wanted to be.

In December 2015, the website man-
aged to bungle Christmas orders, gifts
arriving late.

Then in 2016 a new chief executive
arrived from retailer Walgreens, where
he had worked with British consul-
tancy Egremont Group on an enter-
prise-wide business transformation
programme, focusing on performance
improvement and cultural change.

He tasked the consultancy to help him
effect a total company-wide transfor-
mation. Today, Snapfish is thriving. It is
both profitable and growing sales. The
result was so productive it was nomi-
nated for a Management Consultancy
Association 2018 award for Change
Management. In 2017, Egremont Group
won the same award for its work with
Walgreens. Customer metrics are
through the roof, as is employee satis-
faction and engagement.

The project offers a prime chance to
look under the bonnet of a really effec-
tive transformation job. So what went
on at Snapfish?

*I met Sean Connolly, the chief exec-
utive of Egremont Group, at a Mexican
restaurant in 2016, recalls Snapfish
chief executive Jasbir Patel. “We plot-
ted a course for the turnaround. | said
this project is about getting people to
believe. It wasn't a technology trans-
formation issue. It came down to trust,
leadership and alignment.”

The first task was to get Snapfish’s
management and staff to take a fresh
look at their business model. It's a com-
plex organisation, with 185 full-time staff,
support staff in India, and a sales model
selling photo-printing and gifts both
direct to consumers and businesses,
providing IT infrastructure for other
retailers to offer similar services.

“Snapfish had grown so quickly they
had no sense of core processes,”
recalls Mr Connolly. "We wanted to
create an environment where people
see reality with clean eyes. Then they
see new possibilities.” This ethos has
a concrete methodology behind it.
Egremont introduced the “string and
paper operating model” exercise. Each
department helps to map out phys-
ically the essential activities of the
company with Postlt notes, paper and
string, and connect links.

It demands employees think hard
about the internal workings of their
company. "It took four to six weeks
elapsed time,” says Mr Connolly. "Each
group that came in modified it. At the
end they said, "Wow! That’s how it
works. And it’s a mess! We could do this
so much better’.”

The next stage was reshaping the
company from the ground up. Intense
sessions thrashed out the ideal work-
ing model of the new Snapfish. The
appetite of staff to contribute was
phenomenal. There had been no lack
of passion at Snapfish, merely an inabil-
ity to articulate views in a co-ordinated
manner. A project room surfaced every
complaint, worry, ambition, idea and
solution in an open manner.

The corporate culture received the
harshest rethink. *“We crowdsource,”
says Mr Connolly. "Rather than asking
HR for an ideal list of behaviours, we
ask the organisation. How can leader-
ship inspire followership? And how do
you create a workplace where people
can be themselves?”

Egremont enabled me to lead

the organisation through a

significant transformation

Egremont Group studied the dynam-
ics in meetings. Is the balance of voices
right? Who said what¢ Are concerns lis-
tened to? Transparency is critical and
it became imperative that staff learn
they can challenge the agenda at meet-
ings. "How we conduct meetings is one
of the biggest pieces of work that con-
tinues to deliver for us,” says Mr Patel.
“"With transparency it’s OK to honestly
disagree. We worked hard on that.”

The global reach of Snapfish pre-
sented a major challenge. Mr Patel
openly admits there was a lack of com-
munication between the United States
and divisions in Australia, New Zealand,
the UKand continental Europe. Internal
departments were siloed.

Egremont Group introduced practi-
cal ways to unite staff across borders
and job descriptions. In came monthly
operations reviews and regular gov-
ernance meetings. Cross-functional
sponsorship built links between key
staff. "We now do video-calling,” says
Mr Patel. "We believe in face-to-face
interaction.” The 300 support staff in
India, previously neglected, were con-
sulted and included in the transfor-
mation process.

A well-positioned business is fit for
the future. But how can leaders know
what the future looks like? The project
mapped out the knowables, unknow-
ables and variables to create a pic-
ture of what Snapfish could look like
in the year 2028. "This means you can
ask where you fit in,” says Mr Connolly.
“And what do you need to do to get
ready for that world2”

The results? The financial turnaround
of Snapfish is remarkable. Sales were
down double digits in 2015; in 2017 they
rose double digits. The return on invest-
ment of the consulting work is 25:1.

Mr Patel is emphatic in his praise for
Egremont Group: “The challenge was
huge, not only declining sales and cus-
tomers, but extremely low staff morale.
Ultimately Snapfish had lost its way and
identity. Egremont enabled me to lead
the organisation through a significant

-

transformation. Egremont enabled
Snapfish to discover its core identity
and unify the organisation around it.
The results we are now seeing show a
clear turnaround.”

Staff tell the same story. Today 95
per cent agree that the company is
strongly aligned on vision and strat-
egy. The workplace feedback site
Glassdoor records some of the most
telling insights. "CEO Jasbir Patel has
revitalised Snapfish with values that
put employees first,” writes one long-
term employee. “For the first time, our
company truly respects ideal team
players who are hungry, humble and
emotionally intelligent... each of us
has a clear understanding of how we
as individuals contribute to achieving
company goals.”

The tools, processes and ideas put in
place during the transformation pro-
cess continue to deliver, long after the
consultants have left the building. Mr
Connolly and Mr Patel remain in close
contact. “Unlike other major agen-
cies that sometimes offer you a senior
executive who wasn’t on the project,
Sean is always open to come back
to the team to chat to us. You build a
personal relationship with Egremont
Group,” says Mr Patel.

Can the same approach work with
other organisations¢ Mr Connolly has
worked on alonglist of landmark trans-
formations, including Seven Trent
Water, where a single job expanded
to a multi-year overhaul of the entire
company due to the strength of results.

“We make your organisation capable
of change,” he says. "Then you don’t
need us. We are arguably cannibalising
our future income, liberating organi-
sations. Hopefully they’ll like it and tell
other people.”

For more information please visit
www.egremontgroup.com

egremont
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BUSINESS TRANSFORMATIONS
REQUIRE A COMPASS TO
NAVIGATE SUCCESSFULLY

THE PROBLEM IS THERE
HASN'T BEEN ONE...

UNTIL NOW

Our experience shows that successful transformations
depend on aligning strategy, operating model and
digital change. We have pioneered Transformation
Science™, a unique data-driven analytic planning and
change solution.

Transformation Science™ bridges the gap between
your desired business strategy to coherent delivery

plans and guides the entire transformation.

Deliver change faster and more effectively than
traditional methods.

Find out more at shapecast.com/transform

shapecast
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How smart
execs spend
cash on digital

Executives, who led major transformational
digital projects in large organisations,
share the lessons they learnt from the

risks involved

BEN ROSSI

Danny Nicholson
Landsec

At a time when innovation is devel-
oping at a rapid pace and new tech-
nologies come to the market at an
increasingly frequent rate, busi-
nesses must adapt to the digital
landscape and arm their employ-
ees with the most productive and
mobile tools.

Landsec, the UK’s largest com-
mercial property development and
investment company, took advan-
tage of a large-scale office move
recently to introduce a digital
workplace strategy which delivered
accessible and agile technology to
its staff.

Where previously people were
tied to their desks with traditional
phones and desktop PCs, the com-
pany has now given all employees
the ability to work securely wher-
ever there is an internet connec-
tion with individual Microsoft
Surface Pros.

“This gives them the freedom
and opportunity to collaborate
with each other easily - from
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screen-sharing and video-calling,
right through to capturing notes
quicker and downloading online
resources for offline use,” says
Danny Nicholson, enterprise archi-
tect at Landsec.

Central to Landsec’s approach
was ensuring the change was
communicated effectively to all
employees. As well as working with
an external change management
consultant, the company selected
“change champions” from all levels
of business to help communicate
the changes to their peers.

“Our change champions were
early adopters of the new tech-
nology and helped iron out any
bugs or complications,” says Mr
Nicholson. “Additionally, we cre-
ated a document that contained all
details regarding the changes and
included information on how to use
the new technology.

“Communication was fundamen-
tal toreassuring our employees that
these changes were positive ones
and a Leesman survey revealing a
44 per cent increase in satisfaction
highlights its success.”
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Deborah Sherry
General Electric

GE started its digital transformation
seven years ago when it found its
business was at risk of being disin-
termediated by software companies
that were on the verge of disrupting
the conglomerate in a similar vein to
Uber’s disruption of the taxi market.

“Totacklethischallenge, we had to
go on the defensive,” says Deborah
Sherry, senior vice president at GE
Digital Europe. “We searched for
industrial software that would help
us, but we couldn’t find anything fit
for purpose.”

As a result, GE built a platform,
Predix, which allows organisa-
tions to construct industrial apps
similar to the way mobile app
developers create apps for Android
or i0S, and applied the technology
to its own manufacturing processes.
The digital transformation has not
only driven $1 billion of productivity
gains for the company, but allowed it
to build a multi-billion-dollar busi-
ness in industrial software.

Achieving a successful digi-
tal transformation means going
beyond technology; it requires wide-
spread organisational change. To
create an environment that could
enable innovation, GE looked to
emulate disruptive companies in
Silicon Valley.

Nicola Downing
Ricoh

Japanese electronics firm Ricoh
has cut tens of millions of pounds
from its 23 operating companies in
a major internal digital transforma-
tion project that established four
shared services centres in Germany,
South Africa, Spain and the UK.

With each operating company pre-
viously having its own finance team,
there were 23 separate teams across
the organisation which were essen-
tially doing the same thing. By invest-
ing in the digitised service centres,
Ricoh has standardised and simpli-
fied processes and provided the abil-
ity to leverage where work is done.

Ricoh Europe’s chief financial
officer (CFO) Nicola Downing, who
led the project, says at the heart of
the project’s success has been real
accountability at board level and
executive sponsorship that reaches
across the business.

“Anything on this scale needs a
leader,” she says. “One person does
need to be accountable for it and I
think that does fit well with the CFO
or, for organisations that have it, a
combination between CFO and chief
information officer (CIO).”

Whether that accountability sits
with a CFO, CIO, chief digital officer
or someone else, it’s important that
efforts are joined up across depart-
ments, and that skill gaps are iden-
tified and filled quickly. The pro-
ject leaders should champion the
change programme in all levels of
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“In an industrial setting it’s essen-
tial to manage risk, but that can
make organisations slow,” says Ms
Sherry. “So we created a culture
around FastWorks, a simple agile
methodology for creating value
quickly at the lowest possible cost
without losing sight of the require-
ments of assets like jet engines and
wind turbines.

“Itallows us to fail small and often,
but to learn fast. It lets us build
teams around problems quickly at
low cost and then, when we know
we have the right answer, we can
invest and scale rapidly. Traditional
hierarchies simply don’t let you
move that fast, so you need to adapt
quickly to be a truly digital indus-
trial company.”

the business and explain how it will
affect people.

“With the breadth of my role, I
don’t pretend to be an expert in all
the areas I have ultimate account-
ability for,” says Ms Downing. “It’s
about having strong people in teams
around you, so hiring the right peo-
ple for projects or transformational
activity is key.

“Success depends on making sure
people understand what you're
doing and why, keeping communi-
cation lines open, and being hon-
est with your staff. Good ideas often
come from lower down in the organ-
isation, people who are every day at
the coal face working on the things
you’re trying to change.” ¢
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Commercial feature

Art of transformation

Bringing structure and rigour to a transformation can produce
powerful results. Tom King, commercial director at digital
transformation agency Mubaloo, explains the three steps to

mastering the process

usiness transformation needs
transforming. Research shows
business transformation has a
30 per cent success rate. Can
you imagine how much time, money
and probably jobs this must waste?

It clearly takes more than blue-sky
thinking or asking users what they
want, which often ends up in direc-
tionless and risky initiatives based on
opinion, not fact.

At Mubaloo, we've learnt that the key
to successful transformation is having
an in-depth understanding of the
“problem” or “opportunity” that we're
trying to solve; coupled with the usual
careful planning, internal buy-in and
the right culture.

With experience supporting dozens
of clients through business transfor-
mation, we've developed a three-step
process aimed at making transforma-
tion a success through giving our cli-
ents clarity, focus and confidence. Let
me explain how it works.

The first step is the creation of a
vision for digital. This gives us direc-
tion and team alignment; it helps

Tom King
Commercial director, Mubaloo

steer our overall objectives and tac-
tics, whether that’s to increase spe-
cific process efficiency by 7 per cent,
unlock a new market or even being
seen to be more innovative.

The second step is to identify the
“unmet needs”. By this we mean the
user tasks which are important but
currently unsatisfied; these form the
opportunities for improvement. We
like to use a methodology called “jobs
to be done”, which looks at the tasks
users are trying to complete, not the
process they use today.

It allows a set of products services to
be evaluated from the ground up and
has been proven as a reliable way for
product/process innovation. This is
about customer/user first; technology
is just the enabler to get us there.

Once that process is complete, we
move to the third stage aptly named
digital product design. We work on a
product, create a prototype, user test
and deliver that in the form of an itera-
tive digital product - it could be a web
dashboard, mobile app, Alexa Skill,
augmented reality experience or even
just sending a SMS - that’s continually
developing and growing.

For example, we worked with a lead-
ing shipping and logistics provider to
identify their vision for mobile, uncover
the jobs that needed to be done and
developed a mobile app to unlock a
multi-million-pound market.

This approach materialised by ena-
bling small, medium-size companies
and individuals to book shipping con-
tainer space with the help of an easy-
to-use mobile application, where you
can manage your freight and know at all
times the status of that shipment.

The result was a total rethink of the
shipping industry, while removing the

middleman - other companies book-
ing shipments for smaller clients -
and unlocking a new market segment
for the company.

Even dynamic companies can feel
overwhelmed trying to re-engineer
their organisation amid turbulent
industry conditions on their own. It
helps to introduce a fresh perspec-
tive, someone who looks at outcomes
and is disconnected emotionally from
acurrent process or product. Our cli-
ents are the experts in what they do
and we have the expertise in innova-
tion/transformation. The combina-
tion is very powerful.

This mindset means a consultancy
agency can often rethink even every-
day aspects of a business model and
give you a starting line for your busi-
ness transformation.

Mubaloo works with clients across
industries and we frequently partner
with clients that are looking to make a
significant change. It works best when
clients embrace new ways of working
to create digital products which meet
both user and business needs.

We're a digital transformation
agency and mobile experts with more
than nine years’ experience in plan-
ning and developing digital products
and experiences for world-leading
clients. We can help you deliver end-
to-end business solutions that cut
costs, improve efficiencies and dis-
rupt markets.

To find out more please visit
Mubaloo.com

mubaloo
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BANKING

Transformation from back to fr

Over the past decade, the transformation
in how we bank has been astonishing —
and the revolution goes on

CLARE GASCOIGNE

n the past five years, custom-

ers’ activity on banking apps has

rocketed by 354 per cent, with

apps now an increasingly popular
way to access current accounts, ris-
ing from 21 per cent in 2012 to 61 per
cent by the start of 2017, according
to the British Bankers’ Association,
now UK Finance.

“Customer behaviour has shifted
dramatically,” says Raman Bhatia,
head of digital at global bank HSBC.
“Customers have embraced mobile,
and to compete in a world driven by
mobile you have to have a very differ-
ent and seamless interaction.”

The big players in banking have
been increasingly challenged by new
and more agile fintechs; banks such
as Monzo and Starling have brought
a wave of innovation to the industry.
But the changes in how and where
we bank have also to be matched by
changes in the back office, the engine
roomofabank, wheretransactionsare
cleared, regulatory demands met and
data processed.

“The back office is going to look
completely different within a few
years; the boundary points with
the front office are starting to dis-
solve,” says Julian Herring, part-
ner in consultants EY’s banking
technology practice. “The promise
of straight-through processing is
finally coming true.”

Dissolving the silos between
departments is key to transforming

the industry and meeting the new
demands made not only by custom-
ers, but by changing regulation.
Whether meeting European Union
demands such as PSD2, a direc-
tive to regulate payment services,
or home-grown regulation such as
open banking, which opens up and
shares data on everyone’s banking
transactions, the banking industry
has to meet an astonishing array of
legal requirements. And banks must
maintain the current high stand-
ards of confidence and resilience
that we have come to expect.

“If services fail or customer
expectation is not met, regardless
of whether the root cause is sys-
tem or process generated, then a
savvy customer is likely to switch,”
says David Poulton, head of client
engagement at eg solutions, a soft-
ware company specialising in the
back office.

Many of the roadblocks have been
behind the scenes, as the indus-
try struggled to meet its compli-
ance needs, but maturing technol-
ogy has led to a transformation in
how banks view compliance. It is no
longer a question of producing proof
via documentation, but it is now
inherent in the process. Digital ledg-
ers such as blockchain have built in
transparency and immutability to
the process but, like any new tech-
nology, it has taken time for such
innovations to prove their value
and trustworthiness.

Existing technology has been
a stumbling block to wholesale

Digital transformation outside
the industry has forced banks to
develop a more finely nuanced
understanding of the customer

transformation for many of the
incumbents. Some found themselves
in the unhappy position of trying to
marry up several legacy systems,
the unintended result of mergers
or acquisitions. The sheer variety of
ways in which we could interact, on
multiple devices from multiple dif-
ferent companies, meant that the
investment costs were simply too
high, particularly given the com-
peting demands on resources from
compliance. Add in the shrinking of
those resources following the 2008
recession and it’s plain to see why
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Case study
BBVA

The titles given to high-flying executives at
a bank give an indication of its direction of
travel. BBVA, Spain’s second-biggest bank,
has a reputation as a digital pioneer, and
two years ago it poached Barclays chief
design and digital officer Derek White to be
global head of customer solutions.

At the time, the role was described
as “[driving] the transformation of the
customer value proposition, including
global product and design, customer
experience, launching new products and
services, and leveraging big data and
customer analytics”.

It is a description that epitomises the
transformational journey being undertaken
by the banking industry. BBVA's reputation
in the digital space is based on solid

ground. Three years ago it bought US online
banking startup Simple, while last year it
strengthened its investment in the UK’s
first mobile-only bank Atom, maintaining its
stake of around 29.5 per cent.

BBVA says it has now reached a digital
tipping point, with more than 50 per cent
of its customer base accessing banking
services through digital channels, in six
of its eleven core operating countries.

The bank is focused on cultural change to
accelerate transformation projects, using
the collaborative agile method of working to
increase the pace at which it can bring about
change. It holds quarterly planning sessions
for multidisciplinary teams, working on
dozens of projects across the world.

Mr White says: "The digital transformation
we are doing at the bank is all about giving
customers, clients and indeed colleagues an
amazing banking experience.”
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transformation has proved such a
difficult nut to crack.

But, according to Mr Herring,
technology has reached a tipping
point that is allowing for a much
easier transformation. “The cost has
dropped dramatically due to matur-
ing technology,” he says. “What
used to cost hundreds of millions
of pounds of investment and take
three years can now be done for half
the price and in half the time.”

This has led many banks to out-
fintech the fintechs, whether by part-
nering with one of the challengers or
growing their own software exper-
tise, or a combination of the two.
Though fintechs may still be seen as
challengers to the dominant position
ofthe older and larger banks, they are
also now seen as partners, a change
in mindset that has revolutionised
the transformational journey.

Partnerships have become the
most efficient way of delivering
change and enabling banks to
co-ordinate all the stakeholders
to deliver what is promised to the
end-customer. An individual bank
has become a participant in the cus-
tomer experience, rather than the
owner of that experience, a change
in perspective that has turned atti-
tudes in banking upside down.

This runs side by side with a trans-
formation in how banks view their
customers. Traditionally, banks
have invested their capital on trans-
action execution, but the digital
transformation outside the industry
has forced them to develop a more
finely nuanced understanding of
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the customer. The data that is inher-
ent in the back office has become a
valuable resource to help this pro-
cess; banks are increasingly min-
ing that data to develop new and
exciting interactions for custom-
ers whose idea of service has been
created by the likes of Amazon and
Uber, always on, always available,
always instant.

The promise of
straight-through
processing is finally
coming true

So, for example, payment services
have been revolutionised by the
cloud, which allows transactions to
be made much faster than legacy
systems. Opening a bank account
can be done in a matter of minutes,
instead of taking several days.

The holy grail now for banking is
to anticipate customers’ wants and
needs, rather than just meet them,
a true transformation in the way
the industry behaves, but one that
is hugely varied. A bank may need
web analytics to analyse behaviour
online, speech analytics to interpret
communications via call centres,
location-based information to under-
stand the customer’s life, even social

Payments UK 2017

sentiment analytics to bring a new
awareness of social media sentiment.

MrPoulton says: “Banks are already
transforming by looking at the way
people, systems and processes inter-
act. There is a genuine willingness
among banks to transform, to meet
increasing expectation, and this
doesn’t always have to be a large,
expensive organisational upheaval.”

Instead, according to Mr Bhatia,
the transformation is about creat-
ing flexibility and agility through a
series of shared services, a kind of
catalogue of application program-
ming interfaces or APIs, the software
building blocks of IT, which can be
used to plug and play services.

“It all starts with the customer’s
needs and about new ways of inter-
acting with the customer,” he says.
“It’s not good enough to have a shiny
new app; you have to have end-to-
end, deep, digital transformation
that takes the monolithic architec-
ture and breaks it into a set of ser-
vices that are much more flexible.”

Now technology has developed to
the point where creating new prod-
ucts and services no longer neces-
sarily demands a high level of geek-
iness; the programming can be
assembled by anyone, rather than
requiring highly skilled software
developers. It allows banks to engage
with customers using big data, rather
than rely on often incomplete client
records. Instead of a multichannel
solution, it is about the omnichan-
nel bank transformed by technolog-
ical change, regulatory requirements
and customer demands. ¢
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Europe is Deep Tech

Wavestone conducted a global survey answered by over
100 investors throughout Europe, the US and across
the globe. These findings were backed by extensive

primary and secondary data from interviews
with entrepreneurs, organisations and research labs
conducted by Wavestone.
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Since 2015, Europe has seen major growth in Venture
Capital investment in Deep Tech. This expansion was
triple the size of growth in general tech investments;
leading to Deep Tech Investments leading
the market in 2017.

2

Access to finance is no longer a deciding investment
criterion; instead, investors should also use indicators
such as talent pools, scientific infrastructure
and public support to drive their decisions

|
3

The United Kingdom is first
in Europe for access to finance
and investment.

We are an international consultancy
that provides connected thinking,
insight and capability to

industry leading organisations

with special focus on
transformational change

and innovation.

www.wavestone.com

y @wavestone_
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Lots of digital
transformation
consultancies
talk a good game.

Meet one
that also
walks the walk.

At Digital Works we not only advise you how to
digitally transform your business, we ensure you
reap the rewards of transformation faster.

That’s because at DWG our hugely experienced
team like nothing better than rolling up their sleeves
and helping you manage the implementation.
Which means you benefit from battle-hardened
experts who know how to convert strategic
thinking into robust operational solutions.

To discuss how the UK’s most experienced digital
transformation agency could help your business,
please call Andrew Salmon today on +44 (0) 20
3846 7945 or visit www.digitalworksgroup.com
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