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Executive Summary

Exploiting the Software Advantage

Lessons from Digital Disrupters

Advances in digital technology and communications have already led to dramatic changes
in customer behavior and expectations. These trends are set to continue as the web
becomes ever more interactive, the devices we use get even smarter, and the software
that enables it all grows in power, richness and sophistication. Against this background, a
number of imperatives have emerged for enterprises in all industries.

Prepare for continued market disruption

Leveraging the power of software, market leaders and challengers can exploit broader
technology and customer trends to rapidly and cost effectively enhance existing products
and services, or bring whole new classes of digitally-enabled offerings to market. Barriers
to market entry are coming down, often totally undermining the competitive status quo.
Add into the mix the impact of digital techniques that support entirely new engagement
and business models, and significant and continued market disruption is inevitable.

Drive disruption within your own organization

In order to succeed in fast-moving digital markets, some key aspects of your business are
likely to require significant change. Some processes may need to be totally transformed,
and traditional tools replaced or augmented with more up-to-date, flexible and efficient
options. Such changes are collectively described as ‘digital transformation’, and there’s
no avoiding the fact that this will be disruptive. The alternative, however, is being
continually constrained in your ability to succeed in the digital world.

Learn from those who are achieving the best results

A recent global research study has provided insights into how the imperatives translate to
actionable specifics. Those achieving high returns from digital investments embrace or
drive the kind of market and organizational disruption we have mentioned. The research
tells us that these ‘Digital Disrupters’ have a number of traits in common.

Digital Disrupter Traits

High emphasis on emerging digital channels to the customer
Confident exploring new avenues to keep the value flowing
Strong appreciation of the role of software and apps

Focus on modern software development and delivery methods
More coherent and collaborative approach within IT
Exploitation of APIs for internal speed and efficiency

Managed use of APIs to engage the developer ecosystem

Use of digital to drive core business efficiency and effectiveness
Conscious reallocation of resources to fund digital investments
Focus on smarter management of investments to maximize ROI
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The Software
Imperative

Key statistics:

Compared to their
mainstream peers,
Digital Disrupters are:

more likely to
recognize the
importance of
being a software-
driven business

more likely to use
agile software
development
techniques

more likely to

have broadly

implemented
DevOps

more likely to
leverage APIs to
optimize internal

development

more likely to use
APIs to enable
the third party
developer
ecosystem

more likely to
implement
portfolio
management to
maximize ROI

Results based on a global online
survey of 1,442 IT and business

professionals completed during
June and July 2015.
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“The digital
transformation project
has been underway for
three years now. It was
driven by the need to
create new services
quickly, securely and to
a higher level of quality,
and to drive greater
overall productivity.”

Application security lead
Global banking group

Figure 1

Beyond high level revenue
and profit motives, which
are the top three drivers, or
potential drivers, of digital
initiatives in your
organization?

“Digital transformation
has produced new
services for customers
and changed the way
we work internally.”

Operations executive
Global telco/service provider

Introduction

The world is changing, and it’s changing fast. Markets are being continually disrupted as a
result of advances in digital technology and communications. If you're going to keep up -
let alone get ahead - you are likely to have to deal with disruption internally within your
business too. Many traditional organization structures, processes and systems, while
familiar, proven and well-established, will increasingly fall short of meeting the needs of
today’s highly connected, fast moving and digitally-enabled world. If you don’t change or
modernize these proactively, you end up doing it on someone else’s terms.

The process of implementing such changes is known as 'digital transformation’. As the
name suggests this is about exploiting modern technology and communications to
transform one or more key aspects of your business to achieve a state of digital readiness.

Intimately linked with the concept of digital transformation is effective use of software.
When discussing digital, it’s easy to get caught up in the attraction of highly desirable
mobile devices, or the impressive capacity and throughput now offered by modern IT
infrastructure. But none of this counts for anything without the software that enables the
delivery of effective, engaging and secure apps, applications and services.

In this paper, we will be exploring digital transformation and the role of software in more
detail. Along the way we will draw on insights derived from a global research study in
which input was gathered from 1,442 IT and business professionals.

Let’s kick off our discussion with a look at aspirations and associated activity in this space.

Digital aspirations and initiatives

During our study, a whole range of aspirations came to the fore when participants were
asked to indicate their top three drivers for embarking on digital initiatives (Figure 1).

0% 10% 20% 30% 40% 50% 60%

Improved customer satisfaction
Better workforce productivity
Improved customer experience
Improved competitive differentiation
Better agility / speed-to-market
Opening up of new markets

Creation of new business models

Creation of new routes to market

What's interesting here is the breadth of drivers acknowledged. Digital is clearly viewed as
having a role to play in enabling developments and enhancing results across many aspects
of the business. It’s therefore no surprise that the majority of respondents indicated
recent, ongoing or planned initiatives in pretty much every functional area, including
customer services, workforce optimization, sales and marketing, product/service
development, operations and delivery, and supplier/partner integration. Most
organizations are currently active (i.e. have ongoing digital initiatives) in two to four areas,
with the majority (53%) indicating a coordinated, strategic approach.
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"We have to be very Overall impact and drivers of success

cognizant not just of
developing technologies
and solutions, but also
of how our customers
want to interact with us

Does digital transformation make a difference? To investigate this we looked at how much
some key performance indicators (KPIs) were influenced by digital initiatives.

Contribution to market competitiveness

as a potential supplier.” One of the most striking findings from the research is that the overwhelming majority of
Operations executive study participants confirm a positive impact on market competitiveness, though the level
Global telco/service provider of contribution achieved varies considerably within each area (Figure 2).

0% 20% 40% 60% 80% 100%
. . . . . )

Ability to act quickly on opportunities 19%

Figure 2 Opening up of new markets 20%
How much would you say
your digital initiatives have Creation of new routes to market 19%

benefited the business to

date in the following areas? Creation of new business models

22%

Ability to attack and defend quickly 20%

B Major contribution B Good contribution = Some contribution

The broad spread of responses from left to right on this chart indicates a wide variation in
level of achievement. We can almost imagine what some refer to as ‘Digital Darwinism’
playing out within our study sample.

Impact on the business scorecard

Market and competitive achievements have in many cases fed through to measurable
benefits registered on the ‘boardroom-level’ business scorecard, and even those yet to
see results are generally optimistic (Figure 3).

0% 20% 40% 60% 80% 100%

Customer retention 38%

Figure 3 Customer acquisition
As a result of digital
initiatives, have you
achieved significant
measurable benefits against Share of key markets
the following key

performance indicators
(KPIs)? Overall revenue

35%
Customer profitability 39%
New income streams 39%

42%

38%

Overall profit 40%

HYes Expecting

What determines the depth and breadth of the benefit realized? To answer this question,
we need to explore the results using a different kind of analysis.
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Figure 4

Segmenting respondents by
digital effectiveness

“You can now collect
data from pretty much
anything - cars, planes,
and people running
along the road with
their smart watches.
What’s changed is we
have figured out how to
build solutions to exploit
this connectivity.”

Customer services executive
B2B telco/service provider

The Digital Effectiveness Index (DEI)

Responses relating to market competitiveness and business scorecard metrics were
translated into numeric scores then combined to form a ‘digital effectiveness index’.
Survey participants were then segmented according to their index scores (Figure 4).

Market
competitiveness
contribution

Digital
effectiveness
index

Impact on

business
scorecard

A =
Digital 197
Disrupters respondents
Digital 467 Wy Survey
Achievers respondents sample
Digital
effectiveness
Mainstream 778
(subsetincludedin our survey) respondents
/ \ -
7 \
/ Rest of the mainstream universe \\
,’ pluslaggard organisations \
\
II (Not represented in this survey) \
7 AY
e e e P == AY

At the top, of the pyramid we have a relatively tight but statistically significant group of
‘Digital Disrupters’ who are achieving particularly high results. We then have a group of
‘Digital Achievers’ who are doing better than most of their peers, but with significant
room for improvement. In the third layer down, we see the Mainstream, made up of what
we might think of as ‘normal’ organizations.

The fourth layer has been shown to indicate that studies like this tend to capture
responses from those who are more progressive or advanced. With online questionnaires,
respondents ‘self-select’ into the survey, and they are unlikely to do this if they have
limited knowledge and/or interest in the topic covered. Based on this, we can assume that
the mainstream is proportionally underrepresented in our sample, and that laggard
organizations are unlikely to be represented at all.

The Mainstream group from which responses were actually captured still represents
‘normal’, we just need to remember that in the broader population this group would
naturally be a lot bigger.
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Analyzing variations in performance

Segmenting respondents based on their digital effectiveness reveals some interesting
perspectives, e.g. the geographic view showing a higher overall average performance in
the Americas compared to other regions (Figure 5).

0% 20% 0% 60% 80% 100%
Americas (6.6) | | 46%‘ |
Figure 5 APAC (6.0) 57%
Digital effectiveness by EMEA (5.9) 55%
geographic region OVERALL (6.1) 54%
Mean DEI (max = 10) 7 M Digital Disrupters M Digital Achievers = Mainstream

While we always need to be careful of cultural and language issues influencing the way in
which people respond to surveys, the picture showing the Americas ahead of the game
makes sense given the origin of much of the technology that underpins digital initiatives.
Another revealing perspective is the industry view (Figure 6).

0% 20% 40% 60% 80% 100%

48%

Telecoms (6.5)
Retail (6.3) 51%
Consumer Electronics (6.3) 51%

Financial Services (6.5) 46%

Figure 6 Utilities and Energy (6.0) 56%
Digital effectiveness by Healthcare (6.0) 51%
industry Automotive (6.1) 54%
Public Sector (5.6) 68%
Consumer Packaged Goods (5.7) 62%
OVERALL (6.1) 54%
Mean DEI (max=10) | Digital Disrupters m Digital Achievers = Mainstream

It is not surprising to see Telecoms at the top of this list exhibiting the highest proportion
of Digital Disrupters. Businesses in this sector have always arguably been inherently digital
given the nature of their products and services. The rankings of other industry sectors also
generally make sense —we can all think of examples of retailers and financial services
companies moving online, consumer electronics becoming more connected, and utilities
and energy investing heavily in telemetry and customer self-service, for example.

“As much as possible we
try to automate
everything to maximize
efficiency, to keep up

our speed of It is beyond the scope of this paper to drill into lots of geographic and industry-specific
development and make detail, but there’s arguably a more important higher-level conclusion we can draw from
sure we can react this data. No matter which industry sector or geography we consider, we see examples of
quickly to changing exceptional performers at one end of the scale, along with the mainstream majority

needs or new marketing

achieving much more limited results at the other.
drives.”

o With this in mind, the obvious question is what allows the high-achievers to generate such
Software engineering lead . ] ) ) o I A
Global retailer, online division a superior level of benefit. By looking more closely at the behavior of Digital Disrupters in
particular, we are able to identify a range of common traits that appear to be
determinants of success, regardless of market context.
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“We are starting to see
a lot more coordination
between product
development and
operations. This is
bringing a clarity of
purpose, with some
streamlining in the way
we are organized.”

Customer services executive
B2B telco/service provider

Ten traits setting Digital Disrupters apart

Whatever their type of business and wherever in the world they operate, Digital
Disrupters within the medium-large enterprise space have many things in common. Ten
traits were identified that strongly align with the delivery of tangible results.

Digital Disrupter Traits

High emphasis on emerging digital
channels to the customer

Confident exploring new avenues to keep
the value flowing

Strong appreciation of the role of
software and apps

Focus on modern software development
and delivery methods

More coherent and collaborative
approach within IT

Exploitation of APIs for internal speed
and efficiency

Managed use of APIs to engage the
developer ecosystem

Use of digital to drive core business
efficiency and effectiveness

Conscious reallocation of resources to
fund digital investments

Focus on smarter management of
investments to maximize ROI

[EEN

0

Looking at this list, even at a headline level, we can begin to see that Digital Disrupters
gain advantage by adopting some of the same behavior that we see in successful digital
start-ups and digital pure-play businesses. Significantly, however, it is also clear that
Digital Disrupters bring their operational scale, IT capability and other substantial
resources to bear. In this respect digital transformation in a medium/large enterprise
context is as much about doing things differently as it is about doing different things.

If we look at some of the detail behind these traits, it is possible to derive a set of lessons
that will help any larger organization optimize their digital transformation activity.
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“Integration with other
apps and devices is key
as our aim is to make
the car a context and
location aware
extension of the driver’s
overall digital life.”

Software strategy/delivery lead
Global automotive manufacturer

Figure 7

Digital channel focus in
relation to customer
engagement

“We are trying to focus
less on the milestones,
and more on continuous
delivery of value. You've
also got to be the first
sometimes.”

Operations executive
Global telco/service provider

Lessons from Digital Disrupters

Digital Disrupter trait 1:
High emphasis on emerging digital channels to the customer

While customer engagement should never be the sole focus of Digital Transformation, it is
an important part of it. In line with this, Digital Disrupters are between two and three
times more likely than Mainstream organizations to regard emerging digital channels to
the customer as critical to their business. This even includes newer areas such as wearable
technology and the Internet of Things (Figure 7).

Role of
Mobile technology
o

Role of
Social networks
A

Digital Disrupters 20% Digital Disrupters 36%
Digital Achievers 38% Digital Achievers 39%
Mainstream Mainstream
Role of Role of
Wearable technology Internet of things
V| y N
Digital Disrupters 30% Digital Disrupters 27%

Digital Achievers Digital Achievers 33%

Mainstream Mainstream

M Critical @ Important  Becoming important

The lesson here is to appreciate that technology adoption in a personal and home context
is developing extremely rapidly, and that this in turn leads to changes in customer
behavior, expectations, and interaction preferences.

Digital Disrupters recognize and act on this principle to provide a more up-to-date,
compelling and natural set of engagement experiences which enhance the customer
relationship, boost satisfaction and loyalty, improve up-sell and cross-sell potential, and
ultimately drive up the level of revenue and profit.

In practical terms, providing consistent and harmonious interaction and capability across
all channels, digital and traditional, is key to delivering an optimal customer experience.

Digital Disrupter trait 2:
Confident exploring new avenues to keep the value flowing

Many businesses, particularly larger ones, are used to traditional discrete product
development cycles that often execute over months or years. However, given the way in
which technology is lowering barriers to market entry, as well as driving a relentless
increase in the general pace of business, taking this amount of time to deliver customer
value is a luxury few will be able to afford in the future.

Against this background, Digital Disrupters appreciate the need for a much more fluid and
iterative approach. Part of this is about shifting from fixed product lifecycles to more
continuous innovation, but our top performers also know that you need to be willing to
experiment and fail quickly along the way (Figure 8).
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Figure 8

Experimentation and
innovation

“We have based our
infotainment team in
Silicon Valley because
we need to be at the
forefront of software
innovation.”

Software strategy/delivery lead
Global automotive manufacturer

Figure 9
The role of software

We must be prepared to experiment and We need to shift from fixed product
fail quickly on the road to success cycles to more continuous innovation

42%

Digital Disrupters

Digital Achievers 42%

Mainstream 19% 37%

W Strongly agree [ Agree

Of course it’s important to recognize that the iterative approach isn’t inherently suitable
for everything you do. Some products, for example, have an unavoidably long lead time
between conception and market launch. This may be because of the amount of design,
engineering or tooling involved, the lengthy nature of safety or compliance approval
processes, or simply the inherent complexity of what you are building. That doesn’t mean,
however, that you can’t innovate around the edges of the product with value-added
services, new delivery models, and more.

Digital Disrupter trait 3:
Strong appreciation of the role of software and apps

As we said at the outset, your business will become increasingly dependent on the
software and apps that underpin your digital capability. Software, in effect, becomes a key
enabler of efficiency, effectiveness, competitiveness and ultimate success.

It is therefore not surprising to see Digital Disrupters having a much more acute sense of
the need to become a more app-centric, software-driven business, to the extent of many
believing that in addition to their core business, they also now consider themselves to be
a software company (Figure 9).

We need to become more of an app- In addition to our core business, we are
centric, software-driven business also now a software company

pLS 38%

Digital Disrupters

Digital Achievers

Mainstream 14% 26%

W Strongly agree ™ Agree

Another way of thinking about this is that software development and delivery is in many
cases shifting from being a peripheral support activity to a fundamental and integral part
of the way the business evolves, differentiates and goes to market. With this in mind, it
could be argued that an ability to build and deploy software effectively and efficiently
should nowadays be considered a core competence, whatever industry you are in.
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“Digital is promoting
new forms of business.
One of the things we’ve
learned, which is a big
lesson in our industry
where we often obsess
about control, is that we
need to partner to bring
new and competitive
offerings to market”

Customer services executive
B2B telco/service provider

Figure 10
Software delivery

“The first version of an
application is never
perfect, so you need a
continuous monitoring
and improvement
process.”

Information/analytics lead
International retail bank

Of course it’s perfectly legitimate to rely on professional services in this area, but if you do
it’s important to make sure you are working with the right kind of organizations. To be
effective in the digital transformation context, the firms you use must maintain a clear
understanding of your business and its priorities, and be willing and able to respond
quickly and smoothly to assure continuous delivery of value.

But if you are cultivating your internal software delivery function, it’s important to
recognize that you need the right kind of skills, expertise and approach.

Digital Disrupter trait 4:
Focus on modern software development and delivery methods

One of the challenges with traditional software development and delivery methods is that
they were designed for a slower-moving and more predictable world. As with product and
service development within your core business, project lifecycles in software have
historically been measured in months or years, again with a heavy dependency on
rigorous upfront specification and planning.

This is clearly a problem given the adaptability imperative and the need to act on market
opportunities and threats rapidly and efficiently. Long ‘waterfall’ style projects that lurch
through the analysis, design, coding, testing, integration, release and operations phases in
a serial manner are also inappropriate for delivering value on a more continuous basis.

Digital Disrupters therefore place much more emphasis than their peers on modern
software delivery techniques, including agile development and DevOps (Figure 10).

Do you have agile development
techniques/methodologies in place?

How would you characterize your
current level of DevOps activity?

Digital

0
Disrupters e

21%

H

Digital Achievers 46% 38%

Mainstream 28% 31%

W Yes

Partially

M Implemented broadly Selected use only
These two approaches are both explicitly driven by business requirements and priorities.
Furthermore, when applied together, they can be used to create an extremely flexible and
responsive software delivery environment. This allows even the smallest piece of
incremental value to flow rapidly, safely and efficiently through the whole of the
application lifecycle. For example, it is perfectly possible for an idea on how to enhance a
mobile app to be tabled at a morning meeting, then have the resulting new feature
deployed into the hands of users in a robust and secure manner by the end of the day.

Homing in on DevOps in particular, the underlying principle here is to achieve a much
higher level of integration between development and operations activity. Various
management and automation tools are available to help, but as our next Digital Disrupter
trait highlights, it’s about much more than technology enablers.
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“We created a small
DevOps team for each
of the major business
functions, and these are
close enough to the
business users to stay
fully tuned in to local
priorities. We then have
a central DevOps group
that coordinates tooling
and provides support.”

Software engineering lead
Global retailer, online division

Figure 11

Organization and operation
of the IT function

“We have a range of
APIs that are used in our
mobile apps. These have
been developed to very
high standards of
security, and we have a
whole framework in
place to manage APIs.”

Information/analytics lead
International retail bank

Digital Disrupter trait 5:
A more coherent and collaborative approach within IT

Over the years, IT functions have naturally ended up being organized into silos. This has
partially been down to the need for specialist expertise in many areas, but also reflects
the fact that disciplines are often driven by different priorities and objectives. While this
has worked in the past, disjoints within IT create friction that impedes both progress and
efficiency. This in turn undermines overall flexibility and responsiveness of the whole
delivery cycle, and thus the organization’s ability to compete given the dependency on
software and apps previously highlighted.

Against this background, Digital Disrupters are much more likely to be taking proactive
steps to create a more joined up approach within IT. This includes implementing cross-
functional processes to smooth handoffs between teams, but it also means breaking
down some of the cultural barriers (Figure 11).

Implementation of cross-functional Breaking down the traditional barriers
processes within the IT organisation between Dev and Ops teams
Disrupters

Digital Achievers 27% 51%

Mainstream 18% 41%

M Already done [ Work in progress M Already done = Work in progress

If we compare the progress made with regard to processes vs culture as shown on these
charts, we see confirmation that the human aspects of IT transformation are often the
most challenging - even many of our Digital Disrupters are still working through this.

Another aspect of IT coordination is making it easier for teams working on software in
different areas to leverage each other’s work.

Digital Disrupter trait 6:
Exploitation of APIs for internal speed and efficiency

The use of application programming interfaces (APIs) to allow easier and more robust
integration among systems is clearly nothing new in IT. However, with the pace of change
in relation to web and mobile domains in particular, the need for convenient, flexible and
robust ways of connecting software together is now higher than ever.

Part of this is being able to cope with the volatility of customer facing applications, e.g.
the need to constantly create new experiences to keep customers interested and
engaged. There is also an element of simply keeping up with trends and developments
with regard to languages, tools and techniques. Given that few apps and applications
stand-alone nowadays, we lastly have an ongoing need to integrate front-ends with back-
ends, e.g. mobile apps with core transaction systems.

Against this background, Digital Disrupters put a high emphasis on the managed use of
modern APl techniques, standards and protocols to introduce speed and efficiency into
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Figure 12

Internally-focused use of
APls

“We exploit APIs for
internal and external
access. We always see
how well they work
internally before
external publication.”

Operations executive
Global telco/service provider

Figure 13

Externally-focused use of
APls

“We have to integrate
with a wide range of
organizations, so APIs
are defined and
managed centrally in a
standardized way.”

IT executive
International banking group

the web and mobile development process, as well as to handle traditional back-office
integration (Figure 12).

Use of APIs for building Use of APIs for building Use of APIs for integrating

Full-function web applications Mobile apps Back office systems
Digital Disrupters 23% 64% 28% “ 25%
Digital Achievers 33% 51% 37% 38%
Mainstream 31% 34% 36%

B Managed/coordinated = Ad hoc/piecemeal

But APIs are not just about driving internal efficiency within the IT organization —there is
an outward facing opportunity too.

Digital Disrupter trait 7:
Managed use of APIs to engage the developer ecosystem

This second view of APIs shows how Digital Disrupters are much more likely to be
connecting to the outside world as both a consumer and producer of services (Figure 13).

Use of APIs to enable external developer
access to your systems and data

43%

Use of APIs to integrate third party
services into your apps/applications

Digital Disupters 24% 24%

Digital Achievers 44%

Mainstream 24% 39%

B Managed/coordinated Ad hoc/piecemeal

The ‘managed/coordinated’ element of API use is particularly critical when calls and
integrations are being made across organizational boundaries. From an internally-facing
perspective, a large part of the motivation centers around efficiency as we have said, but
when third party developers are involved, risk management is perhaps more of a concern.

When consuming external APls, it is important to perform necessary due diligence with
regard to security and privacy, performance, availability, and stability. What you're trying
to avoid is a critical app exposing customer data, being slowed unacceptably, or failing
because the remote service is down or the APl no longer works as it did originally.

Turning to the publication of APIs to allow third party access into your own systems, the
benefits of doing this are many-fold. Apart from leveraging an innovative ecosystem of
independent developers that can bring value to your customers in new and different
ways, it’s also possible to create whole new business models around provision of digital
access to your services and data. As the Digital Disrupters highlight, however, a managed
and coordinated approach is again important. You need to be able to monitor and
manage performance to maintain SLAs, and, of course, assure security at all times.
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Figure 14

Optimizing the back end and
enabling the workforce

“The main idea is to find
ways to digitize all
internal processes in the
bank, but everything
depends on central IT.”

Digital/innovation executive
Global commercial bank

Figure 15

Making the most of
resources

Digital Disrupter trait 8:
Use of digital to drive core business efficiency and effectiveness

Much of our study was concerned with digital transformation as looked at through an IT
lens, with a big focus on DevOps and the use of APIs as part of this. However, by capturing
feedback on the breadth of digital transformation activity, we were able to reveal another
interesting trait - Digital Disrupters place a higher emphasis on transforming or optimizing
the backend of the business through digital techniques than their peers. Key areas here
include including operations and delivery, and workforce enablement (Figure 14).

Digital initiatives in relation to business Digital initiatives in relation to workforce
operations and delivery efficiency and effectiveness

Digital Disrupters 33% 30%

Digital Achievers 41% 37%

.
o

Mainstream 32%

B Ongoing/recent initiative Initiative planned

Additional insights were gathered on both of these topics during a series of more in-depth
drill-down interviews conducted by our analysts with senior people involved in digital
initiatives. During these, the use of automation, collaboration and mobile technology
figured prominently in many of the conversations, deployed both internally and to
optimize the way in which supply and demand chains operate. The work we see going on
here adds weight to the view that digital transformation is something that will ultimately
affect the entire business.

Digital Disrupter trait 9:
Conscious freeing up of resources to fund digital investments

Building on the above, from a resourcing and funding perspective, it is clear that Digital
Disrupters benefit from a virtuous circle of benefit. Through the use of digital technology
and techniques, they streamline business and IT operations, which frees up resources for
yet more digital investments (Figure 15).

We must streamline IT to free up We must streamline business ops to free
resources for digital investment up resources for digital investment

|

Digital Disrupters 27% 60% 35%

32% 46%

Digital Achievers

Mainstream 19% 36%

W Strongly agree [ Agree
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Figure 16

ROI and portfolio
management

In the private sector
investments may be
amortized over many
years, but our finance
people only see the next
accounting period. Now
projects need to show
clear returns within just
a few months, certainly
less than a year.

IT/projects executive
Large city municipality

Of course we can also envisage the opposite situation. Some organizations undoubtedly
find themselves caught in a vicious circle. When this happens, lack of investment in digital
puts the organization at a competitive disadvantage, which in turn impacts business
performance and reduces the funds available to make things better.

But creating a virtuous circle doesn’t happen unless you take proactive steps to manage
your project and investment portfolio.

Digital Disrupter trait 10:
Focus on smarter management of IT investments to maximize ROI

One of the challenges in any large IT department is prioritizing and managing the project
portfolio. This is particularly difficult when there are so many calls on IT time and budgets
from different parts of the business. A key question in this area is which proposals get
funding and resources allocated to them and on what basis? It would be nice to think that
decisions are always made on firm business grounds, but other factors, not least the
influence of company politics, can cloud discussions.

Digital Disrupters recognize the issues here and the need to get smarter about assessing
and prioritizing investment. From a management perspective, they are also more likely to
have a portfolio management process in place (Figure 16).

We must get smarter at assessing and Do you have portfolio management in
prioritizing investments to maximize ROI place to prioritize and track IT programs?

Digital

Disrupters 2

9%

Digital Achievers 29%

Mainstream 33%

M Strongly agree = Agree M Yes [ Partially

We cannot tell from the survey responses how robust and rigorous the processes and
tooling are that are in place, but we know from general experience that the better your
capability here the more aligned IT will be with the business.

Manual or spreadsheet driven approaches can only take you so far in a larger scale
environment, and a modern portfolio management solution can help you move things on
to the next level. This is achieved through a combination of more accurate and complete
ROI modelling, effective activity and cost tracking, and enhanced overall visibility.

With regard to the latter, one of the big advantages of technology-assisted portfolio
management is that it allows all stakeholders from both the business and IT to look at the
same project pipeline, activity schedule and associated metrics when making decisions.

The right portfolio management solutions will also understand the concept of services and
continuous delivery, which further enhances IT-business alignment if you have adopted
the DevOps approach as part of your digital transformation strategy.
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Figure 17

What are the 3 most
prominent core areas of
investment to enable digital
initiatives in your
organization at the
moment?

“So far much of our
focus has been on doing
some key work on our
back end systems to
make it easier for us to
provide secure,
controlled access to
core applications and
data.”

Digital/innovation executive
International insurance provider

Other essential considerations

The danger with the kind of results we have been looking at is that it trivializes the
amount of work involved in implementing the kind of transformational change we have
been discussing. A number of constraints and prerequisites need to be considered.

Core system dependencies

Sometimes implementation or overhaul of some fundamental parts of your infrastructure
will be required. When asked about the three most prominent areas of investment to
enable digital initiatives, a number of examples are highlighted (Figure 17).

0% 10% 20% 30% 40%
Strategic IT planning and portfolio management ‘
Modernisation of operational systems (e.g. ERP)
Advanced cybersecurity (e.g. intrusion prevention, SIEM)
Development of customer-facing applications
Business intelligence and analytics
Customer relationship/lifecycle management (CRM)
Customer experience management (CEM) platforms
Infrastructure and tools to enable rapid application delivery
Infrastructure and tools to ensure application performance/quality
Digital content creation and management
Workforce communication and collaboration solutions
Identity and access management
Development/publishing of developer APIs

The variation we see here reflects the fact that every organization is starting in a different
place. Only you can make an assessment of where your strengths and weaknesses are and
what needs to be done. As part of your review, you also need to consider external factors
such as regulatory and compliance implications, which will clearly vary by industry.

People and culture

The importance of dealing with the people and cultural aspects of digital transformation
cannot be over-stated. The relatively slow progress in breaking down cultural barriers
between IT teams (compared to implementation of cross-functional processes) is a good
example. Defining new policies and procedures, even putting the right kind of tools in
place, only gets you so far. Benefits start to flow when change is embraced by people.

If we zoom out to the bigger picture, this principle applies across the board - within IT,
within the business, between IT and business units, and between business units
themselves. Even differences between geographies or employees of different generations
and backgrounds can trip you up.

The bottom line here is that digital transformation is no different to implementation of
any other type of transformational change. The most difficult part is not to do with
technology, processes or business models, it’s bringing about the necessary changes in
mindset, attitude and behavior while maintaining enthusiasm and moral.

A clear executive vision and strong leadership are important here, and it is no accident
that we have put this front and center in our final recommendations.
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“We have to be very
proactive and try to
build our systems in
advance of users
requesting the services.
This requires planning
ahead.”

IT executive
International banking group

Figure 18

Essential components of a
digital transformation
program

“We have created an
innovation group to
develop solutions,
products and offerings”

Digital/innovation executive
Global commercial bank

Acting on the insights

A good place to start when looking at how to act on the insights we have been discussing
is to consider some of the common pitfalls. One of the biggest mistakes we see is trying to
implement digital transformation in silos. An example would be focusing on just digital
campaign activity within the marketing department, without considering the whole
customer journey. Returns will be limited if those responsible for marketing, sales,
logistics, operations and customer service aren’t actively collaborating on digital
transformation to provide a coherent consistent and compelling customer experience.

Related to this, appointing a Chief Digital Officer (CDO) has pros and cons. If the role is
concerned with cross-functional coordination and facilitation, then it can be very valuable.
The risk, however, is that it lets senior managers off the hook, as they take the CDO
appointment as a license to delegate their ‘digital challenge’ to someone else. Your digital
transformation strategy needs to be owned and driven by the senior management team
as a whole, and while we haven’t presented the data here, it is no coincidence that Digital
Disrupters are significantly less likely to have a CDO in place than their peers.

The overriding principle is that it’s important to formulate a well-defined digital program,
but executive vision and leadership is central to success (Figure 18).

Prioritization, alignment and
optimization of investment

Proactive, disruptive and

Governance & portfolio management continuous innovation
Business & IT efficiency initiatives

Fearless experimentation & iterative delivery

Business performance monitoring/analytics

Rich and coherent
customer engagement Executive

Workforce harmonization and

Cross-channel (digital & traditional) visionand enablement

Cross function (marketing, sales & service) Ieadership
Cultural & process level integration
Flexible, empowered, collaborative working

Secure connectivity to value

chains and ecosystems _ .
y Optimized delivery of software

Exploration of digital-enabled business models and IT services
Delivery & management of external APIs

Agile, DevOps & continuous delivery
Open, APl-enabled software architectures

The schematic we are looking at here has been partially derived from reverse engineering
the 10 key traits of Digital Disrupters into a number of key activity streams. How you
manage these depends on the size and nature of your organization, but an approach that
works well is forming cross-functional teams to prioritize and coordinate activity in each
area. This clearly needs to be complemented by appropriate escalation mechanisms; just
as with any other type of strategic transformational program, resourcing issues, funding
constraints and political conflicts will inevitably lead to hard decisions needing to be made
from time to time, particularly in the early days.

As our Digital Disrupters have shown, however, the software advantage is there for the
taking if you act on it in a digital transformation context.
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Appendix A: Research Sample

The study upon which this report is based was designed, executed and interpreted by
Freeform Dynamics Ltd in collaboration with CA Technologies. Data was gathered from
1442 respondents via an online survey during June and July 2015. In addition, a number of
in-depth interviews with senior managers involved in digital initiatives were conducted
across a range of major markets, including the USA, UK, France, Germany and Italy. The
quotes listed in the margin of this report originated from these discussions.

The sample distribution for the online survey was as follows:

Sample by geography Sample organization size

USA 14% $10 billion or more
China
India $5B to $9.98
Germany
Switzerland $2B to $4.98B
Italy
. 0,
Singapore $1 billion to $1.9 billion k2
Australia . °
France $500m to $999 m 22%
Brazil
Spain $50m to $500m
Japan
Hong Kong M Private sector (revenue)
UK Public sector (operating budget)
South Korea
Canada Sample by industry sector
Consumer Packaged Goods 12%
Figure 19 Retail 12%
Composition of research Sample by respondent type Financial Services 11%
study sample T Telecoms 11%
Respondents 70% Utilities and Energy 11%
i Consumer Electronics 11%
Business o
Respondents 30% Automotive 11%
Healthcare 11%
Public Sector 10%

Sample by role

SeniorITexecutive, Head of IT, CIO, or similar 37%

IT manager, Head of function/team within IT, orsimilar
OtherIT professional

Seniorbusiness executive (‘C’ level)

Business manager (Head of department, function, etc)
Otherbusiness professional

Digital business specialist

Note on methodology
Respondents ‘self-selected’ into the online survey based on their interest in the theme

and their ability to answer questions on specific software-related topics (DevOps and API
management). The sample is therefore biased towards those exploring or active in the
areas covered. This does not affect the discussion or conclusions of this report, but should

be borne in mind when considering the data in another context.

Page 17
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About Freeform Dynamics

Freeform Dynamics is an IT industry analyst firm. Through our research and insights, we
aim to help busy IT and business professionals get up to speed on the latest technology
developments, and make better-informed investment decisions.

For more information, and access to our library of free research, please
visit www.freeformdynamics.com.

About CA Technologies

CA Technologies (NASDAQ: CA) creates software that fuels transformation for companies
and enables them to seize the opportunities of the application economy. Software is at
the heart of every business in every industry. From planning to development to
management and security, CA is working with companies worldwide to change the way
we live, transact, and communicate—across mobile, private, and public cloud, distributed
and mainframe environments. Learn more at www.ca.com.

Terms of Use

This document is Copyright 2015 Freeform Dynamics Ltd. It may be freely duplicated and distributed in its entirety on an
individual one to one basis, either electronically or in hard copy form. It may not, however, be disassembled or modified in
any way as part of the duplication process.Hosting of the entire report for download and/or mass distribution by any means
is prohibited unless express permission is obtained from Freeform Dynamics Ltd or CA Technologies.The contents contained
herein are provided for your general information and use only, and neither Freeform Dynamics Ltd nor any third party
provide any warranty or guarantee as to its suitability for any particular purpose.
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