


Digital

Disruption:
the Future of the
Organization is Now




The Knowing-Doing Gap

87%

of respondents believe digital
technologies will disrupt their
industry

44%

feel their organizations are
adequately preparing for
disruptions projected to occur in
their industry due to digital trends



Most view as
an opportunity,
not a threat

Perspectives on digital impact (Respondents who
answered “Strongly agree” or “Agree”)

Percentage of respondents

100% My organization views
digital technologies as
an opportunity

80%

0,
60% Should
companies be
more concerned
40% with digital’s

potential threat? L .
My organization views

digital technologies as

20%
’ a threat
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Are companies holding themselves back?

What is the biggest threat facing your company as a result of digital trends?

TOP 3 RESPONSES

1 INTERNAL ISSUES

Lack of agility, complacency,
Inflexible culture, digital
Not a priority

2 MARKET ENVIRONMENT

Product obsolescence, lower
barriers to entry, eroding
competitive advantage

3 COMPETITIVE PRESSURE

More intense competition,
Faster competitors, new
competitors

Source: 2017 MIT SMR and Deloitte Digital business research
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Strategy, not technology
drives digital transformation.

Digital transformation
Is less about

technology and .
much more about .., .o

core of the business, cultivating an environment to

the organization
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2016

‘Doing digital’ is not enough. Organizations
need to align their strategy, talent, and culture
to become digital businesses.

2018

Learning and leadership models are evolving

as companies digitally mature.


https://www2.deloitte.com/cn/en/pages/technology-media-and-telecommunications/articles/strategy-not-technology-drives-digital-transformation.html
https://www2.deloitte.com/insights/us/en/topics/emerging-technologies/mit-smr-deloitte-digital-transformation-strategy.html
https://www2.deloitte.com/insights/us/en/focus/digital-maturity/digital-mindset-mit-smr-report.html
https://www2.deloitte.com/insights/us/en/focus/digital-maturity/coming-of-age-digitally-learning-leadership-legacy.html

7 Years researching digital’s business evolution

Undertaken by Deloitte Digital in collaboration with MIT Sloan Management Review (MIT SMR)
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Annual surveys of business executives, managers,
and analysts from organizations globally to
understand how the digital enterprise is evolving
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Book available on Amazon!
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i Part 3: Becoming
O DIGITAL TRANSFORMATION a Digital Organization

GERALD C. KANE, ANH NGUYEN PHILLIPS,
JONATHAN R. COPULSKY, AND GARTH R. ANDRUS



Only 30% of companies would
themselves as digitally mature

Digital maturity is growing according to survey respondents2

Current digital maturity

% 1
% all 2018 study survey respondents DEVELOPING

EARLY 44%
25% 14% 13% 14%

8%
3%

1 2 3 4 5

Change from
2017-18 “ -2

Digital maturity is growing according
to survey respondents?

rate

17% MATURING

30%

4%

&%

3%

+5%

Respondents were asked to “Imagine an ideal organization utilizing digital technologies and capabilities to improve processes,
engage talent across the organization, and drive new and value-generating business models. How close is your organization to
that ideal?” (Answers on a 10 point scale where 10 is most mature). Numbers do not total 100 percent due to rounding.

2017 data sourced from, “Achieving Digital Maturity,” MIT Sloan Management Review and Deloitte University Press, July 2017.



How is digital business different?

What is the main difference between working in a digital environment vs a traditional one?

% Respondents

Pace of business 23%
Culture and mindset 19%
Flexible, distributed workplace 18%
Improved productivity 16%
Improved access to, use of tools 13%
Greater connectivity 10%

Other / no difference 1%
0% 5% 10% 15% 20% 25%

Respondents were free to enter whatever they wished. More

o) T
H)) Open Text than 3,300 responses were coded and categorized.



...but organizational challenges persist

Organizations are struggling to get their employees to take risks
Biggest challenge impacting company’s ability to compete in a digital environment % Respondents

Experimentation (getting people to take risks) 20%
Ambiguity and constant change 13%
Buying the right technology 12%
Distributed decision-making 10%

Transparency, democratization of information 9%

Results are
Fluidity in organizational structures 8% consistent across
all maturity levels

Multigenerational workforce issues 8%
Transient, rapidly changing team structures 5%
Workforce augmentation 4%
Segmentation of customer bases 4%

Other / don't know 7%

0% 5% 10% 15% 20% 25%



Digital business
s at the core

of maturing
companies

The role of digital business is:

(TOP RESPONSE)

34% 30% 66%

DIGITAL IS SUPPORTS SOME DIGITAL IS
ONLY TALK DIGITAL OBJECTIVES, AT OUR CORE
BUTIS NOT CORE

Early Developing Maturing



PART 1

Learning



Digitally maturing companies effectively

use and develop their talent

100%

S0%

MY ORGANIZATION ..

The talent ‘gap’ is impacting
both early and developing

companies

&

@

2

Early Developing

Maturing

Provides its employees
with the resources and/or
opportunities to thrive

in a digital business

Effectively utilizes

the digital knowledge,
skills, and experience
held by employees

Lacks sufficient talent
today to support
organization's digital
business strategy



How learning happens needs to expand

Most important opportunity your company provides you to develop in a digital environment
(Top 3 responses shown here for digitally maturing companies)

27% 26% 16%

. On-the-job Training Supportive
learning programs work
' environments

On-the-job training may be more important than traditional training programs.



Don’t Just Train

Create opportunities to learn. Develop skills by moving
people around. "Tour of Duty Model” of employment.



Individuals are recognizing the need to learn

90% say they need to update their skills at least yearly.

How often do you need to update your skills to work effectively in a digital environment?

. ) Y

- -

o 73% 44%
////////////// ,.

AT LEAST EVERY CONTINUOUSLY
SIX MONTHS



But employees are not satisfied with the
learning opportunities they receive

Learning and Development Gap

% Respondents

100%
Co——0—————
()
Soor 94% 93% 94% 93% 91% 96% 93%
0 87%
’ 83% 85%
Need for learning not being
60% addressed by companies @ 1 need to update my skills at
50% least annually to succeed in a
44% 42% . :
oo 38% digital environment
(o) o,
33% 30% ra
24% 24%
20% I am satisfied with how my 14%
company is developing me for a
digital environment
0%
Tech & IT Media Prof Telecom Banking Retail Providers Auto Mfg Consumer

Services Goods

Industry



It Is not about
millennials!

Employees of all ages want to work

for digitally savvy businesses

How important to you is it to work for an
organization that is digitally enabled or
Is a digital leader?

RESPONDENTS WHO ANSWERED STRONGLY AGREE OR “"AGREE”

22 to 27 28 to 35 36 to 44 45 to 52 53 to 59

olde

8636804



Lack of digital opportunities may increase attrition

7%
3% 2%
B ==
Percentage who plan to leave VP/ Sales
their company in one year or CIO Director  Staff
less given digital trends I I

29%

31%

43%

Company does provide opportunities
to develop in a digital environment

Company does not provide opportunities
to develop in a digital environment

VP/DIRECTORS ARE

15x

AS LIKELY TO LEAVE IN ONE YEAR




PeoEIe want to
work for digitally
maturing
organizations

TALENT NEEDS V. ABILITY TO ATTRACT

My organization's
embrace of digital is
attracting new talent

The talent ‘gap’ is impacting
both early and developing : My organization needs
companies : a significantly new or

different talent base to
compete effectively in
the digital economy

8

Early Developing Maturing



I\/Iaturin? and developing companies
tend to first look inside, not out

How is your organization primarily strengthening digital innovation capabilities?
SELECT ONE (TOP 4 RESPONSES BY COMPANY MATURITY LEVEL)

EARLY DEVELOPING MATURING
1 Hire Contractors/ Develop Develop
Consultants Employees Employees
, External Recruit Digital
2 Don't know Relationships Employees
3 External Hire Contractors/ External
Relationships Consultants Relationships
4 Develop Recruit Digital Recruit Digital
Employees Employees Leaders







Confidence in
leadership
associated with
maturity and
digital literacy

Respondents’ confidence in leadership (Respondents who
answered “Strongly agree” or “Agree”)

Percentage of respondents

100%
Our organization’s
leadership has sufficient
80% / skills and experience
to lead our organization’s
digital stragegy

60% | am confident in my
leadership’s understanding
of relevant digital trends

40% / and emerging technologies

20%

0%
1 2 3 4 5 6 7 8 9 10

Early  Developing Maturing
Organization’s digital maturity level



Regardless of
maturity level,
a range of
leadership skills
are valued

TRANSFORMATIVE FORWARD
VISION LOOKING

N

CHANGE |8[y TECHNOLOGY
ORIENTED 0 UNDERSTANDING

REGARDLESS OF MATURITY LEVEL, A
RANGE OF SKILLS ARE VALUED



All organizations need new leaders... |
the difference is what they're doing about it.

Even maturing companies need new leaders

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

% Respondents

ership Gap

1 2 3 4 5 6 7 8 9 10
Early Developing Maturing

DIGITAL MATURITY

My organization is
effectively developing
leaders who have the
capabilities necessary to
lead the organization in a
digital environment.
(Strongly agree / agree)

My organization needs
to find new leaders for
the organization to
succeed in the digital age.
(Strongly agree / agree)




Strategy: Who Is Leading Digital Progress?

Which functional areas are primarily leading your organization’s digital progress?

Information Technology 23% CEOQO's Office 31% CEOQO's Office 41%
CEQ’s Office 22% Information Technology 20% Information Technology 16%
Marketing 10% Marketing 9% Marketing 7%
Operations 7%  Operations 7%  Product Development 7%

Percentages reflect those respondents ranking the choice as No. 1.



Strategy time frames greater than 10 years
may be needed in a digital environment

-JOHN HAGEL, CO-CHAIRMAN OF THE CENTER FOR THE EDGE,
DELOITTE CONSULTING LLP

To Have Vision,
You Have to Look;: — +

Many Silicon Valley companies follow a 7 I
Zoom Out & Zoom In approach Zoom Out oom In
) . Address the next six to twelve
Cormder a 10Jf year time months and identify the two or
horizon by defining what three business initiatives
the market will likely look that will have the greatest
like and what customers will potential to accelerate
expect. movement toward the longer-

term destination.



Put your money
(and time, and
resources) where
your mouth Is

Digital investment plans: Are early-stage companies committed to catching up?

Percentage of respondents

100%
Our organization is
80% - O N planning to increase
Companies behind in or significantly
digital maturity are less N\ Increase investment in
60% likely to increase N digital business

initiatives in the next

investment to catch up 12-18 months

40% 3 Our organization is not
spending enough or
nearly enough time,
20% N energy, and resources
implementing digital
business initiatives

0%

Early Developing Maturing
Organization’s digital maturity level



4 4

® ¢ ¢ o ¢ o

¢ &
® 6 6 O
PART 3 |

¢

Transforming Legacy

I UC ALVl K ’



1. Digitally maturing organizations
have a distinct culture

" MY ORGANIZATION...

0

Early

Developing

Maturing

ACTIVELY INCREASES AGILITY

ENCOURAGES EXPERIMENTS
& CONTINUAL LEARNING

RECOGNIZES &
REWARDS COLLABORATION

ACCEPTS RISK OF FAILURE

INCREASINGLY ORGANIZES AROUND
CROSS-FUNCTIONAL TEAMS



2. Digital culture is intentional

Percentage of organizations who are actively implementing initiatives to strengthen their culture by bolstering risk-taking, agility, and collaboration

////////// ////////////
80% 23%
////////////////

DIGITALLY MATURING EARLY STAGE
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3. Culture drives digital business adoption

Percentage

who say their
organization
primarily drives
digital business
adoption and
engagement
internally through:

iy
G0

Expecting employees to be o~ i
: - # o
motivated to embrace digital )
business opportunities y 4
Mandating from management y 4 o -
V4 Cultivating a strong digital
y 4 business culture that strives
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Structure:
organize your
company for
digital maturity

ORGANIZATIONAL STRUCTURE

AND DIGITAL MATURITY

Early

Developing

Maturing

Our organization is
increasingly organized
around cross-
functional project
teams to implement
digital business
priorities

Management structure
and practices interfere
with our ability to
engage in digital
business successfully



Scale: Experimentation is not enough

When my organization implements digital
business initiatives, they tend to start as:

| | i MOSTLY SMALL
; | | EXPERIMENTS

MOSTLY BIG,
ENTERPRISE-WIDE
EFFORTS

BOTH SMALL & BIG
ENTERPRISE-WIDE

Early Developing Maturing EXPERIMENTS

NOTE: CHARTS DO NOT TOTAL 100 PERCENT DUE TO N/A RESPONSES



Want to
learn more?

Access all MIT SMR Deloitte
Digital research here.

www.dupress.com/digitalmaturity

Join the conversation:
#TechFallacy

#DigitalEvolution

THE

TECHNOLOGY

FALLACY

HOW PEOPLE ARE THE REAL KEY TO
DIGITAL TRANSFORMATION

GERALD C. KANE, ANH NGUYEN PHILLIPS,
JONATHAN R. COPULSKY, AND GARTH R. ANDRUS
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