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How to Move Your Business
From Digitally Distraught to Digital Determined

Meredith Whalen
SVP IT Executive, Industry, Software and Services Research



You are Building a New Business Model

PERCENTAGE OF TOTAL EXPECTED BENEFITS ALLOCATED TO EACH MODEL

Platform-based
Revenue Model

21

Data Contextual
Monetization Offerings and
Pricing
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Risk Reward
Sharing

IDC Global DX Leaders Survey. Worldwide, n = 1987. June, 2018




You Are Building a New Set of Capabilities

Data
Management

67%

Enable an
organization to
turn internal data
into insight by
organizing,
maintaining, and
refining data sets
and data processes

Sensing &

Learning

44%

Apply continuous
sensing and
collective learning
to improve
experience,
efficiency and
effectiveness.

Data
Monetization

43%

Take data and turn
it in to insight,
automation and/or
a revenue stream
for the
organization.

Experiential
Engagement

40%

Create an
immersive CX so
the customer has

an easy,
frictionless, and
pleasing
experience with the
organization.

Scaled Digital

Business

36%

Deliver hyper-
personalized
digital services at
scale through
autonomic
processes.
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Organizations are
Facing Challenges
On Multiple Fronts

W
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Outdated KPIs

Digital
Integration

DIGITAL
NATIVE
ENTERPRISE
50%

Lack of Digital
Capabilities

Organizational
Structure

48%

IDC Global DX Leaders Survey. Worldwide sample, n = 1987. June, 2018



It Takes Digital Determination to Survive

HARVARD BUSINESS REVIEW INFORMATION AGE

Why So Many ...90% of digital projects

High-Profile Digital fail to meet

Transformations Fail® expectations and only
by Thomas H. Davenport and George Westerman del Iver | ncremental

March 9, 2018 : 1
Improvements.

ANALYZE 1. http://www.information-age.com/holding-off-digital-transformation-prepare-fail-12346 7567
FUTURE 2. https://hbr.org/2018/03/why-so-many-high-profile-digital-transformations-fail
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The Digitally Distraught v. Digitally Determined

54%

The Digitally Distraught

46%

The Digitally Determined

%

(o
Impromptu DX
DX initiatives are

tactical and
disconnected from
enterprise strategy

26%

LOB DX
DX initiatives are
initiated at the
function or LOB level

20%

Short Term DX
DX initiatives are
tied to enterprise
strategy but with
short-term focus

-

29%

Integrated Strategy
Integrated, continuous
enterprise wide
DX innovation is
in place

N

17%

DX is the Strategy
The enterprise
strategy is to use DX
to transform
markets with new
business models and
services

W
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The Digital Determination Blueprint

STRATEGY FINANCIALS PLATFORM

A Single Strategy Inherent Value Integrated for Scale

ORGANIZATIONAL STRUCTURE AND CULTURE
IDC a




Develop a Single Roadmap Tied to Digital Strategy

Coordinated '

Loosely
Connected

Coordinated

roadmaps led by
. individual business units

None Loosely connected
but independent
project roadmaps across
individual business units A Single d|g|ta| roadmap
for the enterprise,
centrally led with a clear
mission and formal
accountability

No Digital Roadmap

ANALYZE
FUTURE Source: IDC IT Executive Study on DX, March. 2018. n= 250
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Align Digital Budget to Strategic Priorities

30%

Omni channel
Commerce

14%
Digital Supply
Chain
Optimization

13%
Omni Experience

Customer
Engagement

5%
Curated
Merchandise

Lifecycle
Management

3%
Operational Scale
and Agility

Discrete

Manufacturing

51%

Smart
Manufacturing

10%

Innovation
Acceleration

9%
Digital Supply
Chain
Optimization

2%
Omni-Experience
Engagement

31%
Usage and Value
Oriented
Offerings

1%
Building Cognitive
Competencies

6%
Omni-Experience
Engagement

1%
Efficiency and
Agility

IDC
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Prioritize Use Cases

Retail
Top 3 Use Cases (2018)

$7.7B

Omnichannel order orchestration and
Fulfillment

$6.5B

Omnichannel commerce system

$6.1B

Augmented Virtual Experience
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Discrete Manufacturing
Top 3 Use Cases (2018)

$28.6B

Robotic Manufacturing

$23.4B

Asset Instrumentation

$21.0B

Autonomous Operations

IDC DX Spending Guide. Worldwide IT Spending for 2018. June, 2018

Insurance
Top 3 Use Cases (2018)

$4.1B

Usage—Based Insurance - Vehicles

$0.8B

Telematics-Enabled Fraud
Management

$0.8B

Intelligent Customer Onboarding




Break Digital Roadmaps into Horizcns

JIT Production

Real Time
Inventory
Management
Omnichannel
Intelligent Order HORIZON 3
Fulfillment Orchestration
and Fulfilment U.Se Ca.SeS that
imagine the
o HORIZON 2 possibilities.
= Use cases that
O .
o HORIZON 1 are being
o incubated
o Use cases that are

deployed today.
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The Digitally Determined Strategy

loT Software/
Platforms
(Future)

Data
Analytics

<<AcuityBrands. N N

Expanding the boundaries of lighting™ Embedded S
Electronics
- LBS, IPS

lucid

buildingOS_

Sensors and

Controls
LEAN

Supply Chain

@ bytelight
Channel
Strength

Superior

DISTEC
Optics C TRO

O N

H
S

L

LRl

> oo .| eldoLED

TECHNOLOGIES your product | our drive

From Physical to Digital

T1 T2 T3 Bridge T4
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The Digital Determination Blueprint

FINANCIALS

Inherent Value

ORGANIZATIONAL STRUCTURE AND CULTURE
IDC a




Need Digital Funding Tied to Long Term Investments

DIGITALLY DISTRAUGHT

DIGITALLY DETERMINED

Capital Budget =

/3%

___—Cost Cutting Efforts

52%




Demonstrate that Digital = Inherent Value

Digitally Distraught Bank

Financials over 10-year period ($M)

$14,000
$12,000
$10,000

$8,000

$6,000

SGD millions

$4,000

$2,000

$-

2006
2007
2008
2009
2010
2011
2012
2013

B REV M Profit before tax

2014

2015

2016

ol
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43%

more in
revenue and

$1.3B

more in profit!

THE FINANCIAL RETURNS OF DIGITAL

SGD millions

$14,000
$12,000
$10,000
$8,000
$6,000
$4,000
$2,000

$-

Digitally Determined Bank

Financials over 10-year period ($M)
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2015
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The Digitally Determined Financials

First bank to develop methodology to measure digital value creation
Consumer and SME (Singapore, Hong Kong)

Two distinct segments based on

2017 income customer behaviour

Digital « Digital (D): predominantly online /
- 23% CAGR mobile interactions

» 27% ROE

« Traditional (T): predominantly offline
interactions

Traditional (2017) We have been progressively helping
* -2% CAGR our customers adopt Digital behaviours
+ 19% ROE

The Digital segment is growing faster,
with superior ROE

2017 figures annualised based on 1H17, where applicable; CAGR refers to 2015-2017 income a DBS

ANALYZE Source: Creating shareholder value from digitalisation

IHE re Chng Sok Hui Chief Financial Officer; 17 November 2017
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o of organizations
9 / do not have
o digital KPIs

[DCl#2
FUTURE IDC Global DX Leaders Survey. Worldwide, n = 1987. June, 2018
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The New Digital KPIs

Innovation

Rate

Customer
Advocacy

Data

Capitalization

Financial KPI

40% of company capital
budget allocated for DX
initiatives by 2020

20% more profitable
customers each year for
3 years

Platform strategies
drive data-related IT
investments to exceed
25% of total IT by 2019

Business KPI

40% of DX Innovation
Initiatives approved for
implementation by
2020

Improve customer NPS
score to positive 50/100
by 2019

Platform-related
revenue accounts for
10% increase in total
revenue each year over
5 years.

Operational KPI

Companies spend 10%
less per year on DX
failures over 3 years

Increased customer
interactions for 50% of
non-profitable products
within 1 year

APIs reduce data
acquisition and sharing
costs by 50% over 3
years
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Digital
Operations

Achieve 50% market
share for target DX
product or service by
2020

Introduce 1 new DX
product or service each
year for the next 3 years

Increase the % of self
healing processes by
10% per year for three
years.

Work and

Labor Supply

50% of executive
compensation tied to
digital MBOs

Percentage of on-
demand, knowledge
worker labor hour
increases by 10%/year
over 3 years.

10% of repetitive
enterprise interactions
are augmented by Al
each year for 3 years.




KPIs The Digitally Determined Are Using

Innovation

Rate

40%

Measures to track
the balance of work
to labor (human and
digital) supplies, and

individual worker

contributions

Customer
Advocacy

43%

Metrics to track
customer advocacy
(e.g. net promoter
score or NPS)

Data
Capitalization

43%

Measures for
organization's return
on data-related
investments;

W
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Digital
Operations

Measures to track a
business' ability to
transform and
automate business
processes

IDC Global DX Leaders Survey. Worldwide, Digitally Determined sample. n = 838. June, 2018

Work and

Labor Supply

27%

Measures to track
the balance of work
to labor (human and
digital) supplies, and

individual worker

contributions
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How the Digitally Determined Are Using KPIs

/,/ [l
il S

. G
“L”

Quarterly Annual and or As part of For managing Presenting themPresenting them
performance strategic monthly and directing to investors to suppliers
reviews planning operating daily/weekly
guidance reviews activities

38%

ANALYZE
THE
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The Digital Determination Blueprint

PLATFORM

Integrated for Scale

ORGANIZATIONAL STRUCTURE AND CULTURE
IDC a




Islands of Innovation

3D Product
Self Fraud Design VR Product

Healing Monitoring Interaction
Assets

Real Time
Inventory
Mgmt.

Enterprise IT

Data as a

Smart )
Service

Warehouse
P2P Payment
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The Digitally Determined Platform Strategies

The Sidecar

21%

We have two separate technology environments
(one for the core IT platform and another for the
digital innovation) which are connected by
leveraging APIs

e

The Standalone
Platform

33%

We have an external facing digital platform
serving a network of connected customers,
partners and suppliers that use (and pay for) the
information and services provided through the
platform

The DX Platform

33%

We have a fully integrated enterprise-wide
technology architecture enabling digital products,
services, and experiences; while modernizing and

integrating the internal IT environment.

OO
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IDC Global DX Leaders Survey. Worldwide, Digitally Determined sample. n = 838. June, 2018
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The Key Elements of a Digital Platform

N‘* S\:_RVICES / 5‘“0& 2ol
~ BOT
)y

A:INTELLIGENT EXTERNAL

INTERNAL

AR/VR
PROCESSES . CORE;, : PROCESSES ]
& . O ‘ Mobile
People %\
¢ ol
a DEVELOPER
Assets {} GﬂGEMENTS SERVICES
Connected
Processes _$
API
. . . New customer experience An intelligent core based
Cloud-based API strategies Agile application technologies that fully on data management,
that orchestrate exchange n architectures on PaaS support customer and cognitive, artificial
of data across your using microservices and ecosystem-facing business intelligence, and machine
ecosystem [ containers models learning
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The Digitally Determined Platform

ING is investing in

EUR800 million in digital
transformation initiatives
through to 2021 as part of its
Think Forward programme.

The primary focus is to move
to a single integrated banking
platform in the Netherlands
and Belgium.

ANALYZE
THE
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Convergence will enable faster time-to-market and improve IT
efficiency through re-usable components and smarter use of data

Data
Management

Mo dular
Architecture

ING Private

Cloud

\ + Integrated single customer view and insights
+ Leveraging internal and external data, enabling new customer

+ Meeting (regulatary) re porting requirements more easiy
« Prowding foundation to move to globally scaloble platform

« Common components for targeted personalised solutions

+ Scaling fast via global propositions and leveraging local scoloble
copabdities and developments components
« Integrating easily with {(global) third parties available across
countries
e —

« One ING Private Cloud as foundation for agile and digital banking

« Easy, effident and instantly avalioble infrastructure services 10x foster
deployment time:

5% of core data

solutions 2
instondard terms

I —
80% of globally

« Enabling faster time-to-market for new services from days to
+ Optimising ITinfrastructure landscape and cost base minutes

ING S




Connecting the Numbers

H?Vi » S|r1k)glflztbu5|ne;s 240/ Have a single digital 3 30/
strategy bullt aroun (¢ Bl 0admap for the enterprise o
digitally transforming

Have a fully integrated
enterprise-wide
technology architecture

6%
—

36%

v
1%

29%

Digital Resister Digital Explorer Digital Player Digital Transformer Digital Disrupter

ANALYZE
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FUTuRe Source: IDC, Worldwide Digital Transformation Maturity Model Benchmark, n=1841. Doc #US4322011. Dec 2017.
IDC Global DX Leaders Survey. Worldwide, Digitally Determined sample. n = 838. June, 2018




DIGITAL

BUDGET BENCHMARKS
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Digitally Determined

How Digital Initiatives are Funded

Capital Budget  Cost Cutting Cash Reserves

Efforts

36% [N 29%

New Sources of
Revenue

ID‘ : ‘ e IDC Global DX Leaders Survey. Worldwide, n = 1987. Digitally Determined n = 838. June, 2018
FUTURE Q: Where do you think the funding for Digital Transformation (DX) will come from in your organization?

&

Dividend
Reductions




2018 U.S. Digital Transformation Tech Spending by Dimension

WorkSource
Transformation

Leadership
Transformation

Information
Transformation

Omni-Experience
Transformation

Banking (57%)
Teleco (49%)
Wholesale (45%)
Insurance (44%)
Cap Markets (34%)
State Govt (34%)
Fed Govt (33%)

+~ Media (33%)

Healthcare (54%)
Retail (43%)

Fed Govt (33%)
Education (30%)

P
—iState Govt (30%) | .
MMA‘*‘
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Operating Model

Transformation

Transportation (76%)
Discrete Mftg (61%) |
Utilities (60%)

b 8% Process Mftg (58%) ‘——
& Construction (49%)
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Digitally Determined
Sources of Digital Budgets

IDC

-

\

Source of 2018
DX Technology and Services Budget

B |T organization budgets

M Line of business/
functional budgets

M Dedicated digital
transformation budget
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IDC Global DX Leaders Survey. Worldwide, n = 1987. Digitally Determined n = 838. June, 2018
Q: Out of the budget that will be spent on technology and services to support your digital transformation initiatives in 2018, please
estimate where will the funding come from?




Digitally Determined

Partnering to Get the Job Done

Who Works on Digital Projects?

BT only
M IT and business
collaboratively

M Business only

B External vendor

ThEwvzE IDC Global DX Leaders Survey. Worldwide, n = 1987. Digitally Determined n = 838. June, 2018

FUTURE Q: What percentage (%) of Digital Transformation project work effort / work load are being done through each of the following?

IDC
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Digitally Determined
Top Digital Tech Investment Areas

60% 50% 40%

IT INFRASTRUCTURE

1. Security 1. Networking 1. Analytics as a Service
Analyjclcs Equipment 2. laaS

2. Security and 2. Servers 3. Private Cloud
Vulnerability 3. Infrastructure
Management Software

3. Web Security

e IDC Global DX Leaders Survey. Worldwide, n = 1987. Digitally Determined n = 838. June, 2018
FUTURE Q: Which of the following IT areas were the largest investments and/or changes made in response to the Digital Transformation (DX) project?

IDC
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Not In My Industry (NIMI) Syndrome

IDC Market Glance: Digital Disruptors
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ANAWYZE For areas on which IDC publishes market share data, the top 3-5 market share leaders are represented. For areas on which IDC does not publish market Q
FUTURE share data, vendor selection is up to analyst discretion.
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Once Through the Challenges,
You are Cleared to Digitally Transform

Getting
Digital
Done

Innovation Full Digital
Realization Transformation

Digital
Deadlock

59%

of organizations

50%

of total technology

80%

of revenue growth will

75%

of organizations will

Worldwide are still in
stage 2 or 3

spending will be data
related investments

depend on digital
offerings and operations

have digitally
transformed
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de-terrmi-na-tion
noun

typically: by calculation or research.
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Guidant-

FROM IDC AND CIO

Guidant is your digital transformation partner, offering the best of the CIO practitioner network with industry-defining technology
advisory services from IDC.

To thrive in the digital economy, organizations must transform to treat technology and data as their lifeblood, embrace innovation, and
digitally enhance the customer experience. Our fact-based research, leadership programs, and peer community provide the tools for
success.

Save Time and

Resources
We wrap all thisin a
concierge service that
provides industry and
geography context.

Educate and Validate

Decisions
Our research provides
insights into the applications
of emerging technologies
while addressing

foundational decisions
around IT modernization,

platforms, and digital

security.

Translate Insights

into Action
Our community of
technology executives and
networking events facilitate
candid peer discussions
about best practices.

Develop Digital
Leadership Skills

Our leadership and coaching
services help you develop the
business and innovation skills
needed to lead in the new
digital enterprise. And when
success is achieved, we help
you promote your team’s
success, in turn elevating your
career.
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