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Digital Leaders Build Long-Term Resilience

Leaders gained 5 percentage points
or more in market share versus peers
during the pandemic

Leaders gained over 5% more in market
cap than peers during the pandemic
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Scaling Digital
Ability

is hard. It’s true for all types of transformation—

digital, agile, technology, or data. Pilots produce
great initial results, but efforts to move those results into
the market or embed them across an organization often
fall short.

Q s any CxO will tell you, pilots are easy but scaling up

Only digital solutions that scale can generate significant
value, and the ability to scale digital solutions at speed
differentiates companies that realize value from their
digital transformations from those that do not. The urgen-
cy of successfully scaling rises in times of business volatili-
ty or economic turbulence. Companies that scale digital
solutions drive near-term gains in revenue, cost, and
speed—and increase long-term resilience. Our latest re-
search into digital scaling and enablement found that
digital leaders are much more likely to navigate successful-
ly through crises and emerge stronger. For example, over
the past two years of the pandemic, digital leaders gained
5 percentage points (pp) or more of market share and over
5% more market capitalization than their peers. A full 70%
of digital leaders expect to gain another 5 pp or more of
market share in the coming three years.


https://www.bcg.com/publications/2021/performance-and-innovation-are-the-rewards-of-digital-transformation-programs

The scaling process should be straightforward: companies
develop a set of digital solutions that can generate value,
and then they identify which solutions can create the most
value if scaled across the organization. But there are a
couple of significant organizational hurdles to implemen-
tation. Many companies try to scale too many digital solu-
tions whose potential impact is limited, particularly because
the solutions focus on specific domains. Other companies
remain locked in vertical silos of data, algorithms, and
technology that inhibit their ability to scale.

Companies that do scale successfully are seeing their per-
formance advantage widen over those that struggle. Digital
leaders today achieve three times higher revenue growth
and cost savings from their digital transformations than
laggards, and they bring twice as many digital solutions to
scale. (See Exhibit 1.) These companies are solidifying their
positions as overall business leaders in their sectors.

BCG'’s latest research on digital proficiency and maturity,
which covered approximately 2,000 global companies,
found that scaling individual digital solutions can generate
revenue increases of 9% to 25% and cost savings of 8% to
28% compared with the pertinent baseline. (See Exhibits 2
and 3.) But companies that scale several solutions can
reach an enterprise-wide revenue increase of almost 17%,
along with a 17% reduction in costs. Scaling also creates
qualitative benefits, such as better reimagined customer

experiences, a greater ability to integrate digital and data
ecosystems, stronger business resilience, and a more inclu-
sive and diverse workplace.

Digital leaders achieve the biggest impact from customer-
oriented solutions (those related to improving customer
experience, sales, and marketing). Common examples
include automated campaign optimization, such as smart
bidding and personalized B2C or B2B services (customized
landing pages, for example). (See the sidebar, “Improving
Customer-Oriented Solutions.”) Our research found that
leaders scale more customer-oriented solutions than they
do either operational or functional solutions.

The new research also found that only 30% can call them-
selves digital leaders (companies scoring in the highest
stage of our digital enablement maturity assessment). (See
the sidebar “About Our Research” and Exhibit 4.) These
companies successfully move past the pilot stage to fully
operationalize and embed digital solutions across an
organization and its markets and regions. They embed
cultural and operational change, develop new capabilities,
work in new ways, and identify new approaches to engag-
ing with customers. The remaining 70% of companies do
not scale digital solutions beyond pilots or their solutions
remain stuck in organizational silos. Their transformations
cannot reach their full enterprise-wide potential.

Exhibit 1 - Scaling Digital Solutions Drives Significant Impact

; ... to reap significant financial impact from scaling?

Digital leaders bring
2x more solutions o
to scale than digital

laggards ... !

Source: BCG’s digital enablement score.

‘Average financial benefits of n = 545 digital leaders reported in our study.

Higher returns from
digital initiatives
versus laggards

Revenue growth
from entire digital
transformation

Cost savings
from entire digital
transformation



Exhibit 2 - Customer-Oriented Digital Solutions Drive Top-Line Value

Identified digital solutions that boost revenue growth

Top-line impact on addressable baseline (average revenue growth, %)

Customer- |
oriented
solutions

Automated campaign optimization
E.g., smart bidding, audience targeting, dynamic creatives

Personalized B2C services and B2B solutions
E.g., personalized landing pages for relevance and interaction frequency

Safeguarding customer data and fulfilling data privacy
E.g., compliance category identification, information disclosure

Seamless online-to-offline digital customer experience
E.g., always-on live chat and chatbots to drive customer retention

Customer-service-focused classification
E.g., natural-language processing on customer interactions

Al assistance for field force and service agents

E.g., supplying real-time customer information such as order status

Source: BCG’s digital enablement score.

Exhibit 3 - Digital Solutions Can Lead to Significant Cost Savings

Identified digital solutions that reduce cost savings

Bottom-line impact on addressable baseline (average cost savings, %)

Operations

Enterprise

Hyper-automation of service processes
E.g., RPA to automate repetitive manual tasks such as migrations

Predictive maintenance with loT
E.g., automated forecasting of bottlenecks, using deep learning

Other operations solutions
E.g., Real-time fulfillment and network optimization, industrial automation

Instant fraud and intrusion detection by Al
E.g., detecting anomalous user behavior and preventing malignant abuse

Talent sourcing and Al-powered decision making
E.g., Al-enabled video interviews and recruitment

Other enterprise solutions
E.g., Al-powered talent sourcing, financial modeling, Al-enabled virtual tutor

Source: BCG’s digital enablement score.

Note: IoT = Internet of Things; RPA = robotic process automation.
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Exhibit 4 - Only 30% of Companies Are Enabled Digital Leaders

Companies in maturity stage (%)

Laggards
N3
Digital enablement score (DES): 0-42

Initiating Evolving

Digital laggards

Leaders
d
84-100

26%

23%

Transforming Enabled

Middle tier Digital leaders

Low maturity

Source: BCG’s digital enablement score.

»
»

High maturity

Note: Score is calculated from survey of 40+ questions across enablement dimensions.

So, how do digital leaders do it? How do 30% of companies
successfully scale digital solutions while others struggle?
Our research reveals three key factors:

o C-Suite Alignment. The members of the top manage-
ment team (for example, CEO, COOQ, CIO, CDO, CFO,
CMO, and CHRO) align on a unified, business-oriented
digital strategy to galvanize action and drive enablement
from the top down. They also hold one another account-
able for that success, working collaboratively and sup-
porting each other.

o Building Capabilities. To support the scaling effort,
leaders build the capabilities they need in critical areas:

high-quality data, a skilled workforce, and cloud adoption.

o Always-On Execution. Digital is not a one-time pro-
gram. Leaders steer with an always-on execution mind-
set to adapt and improve as the market evolves, contin-
ually evaluating the success of new pilots to determine
which ones to scale.

This report examines how leaders make each of these
success factors a reality in their companies.

THE KEYS TO SCALING DIGITAL VALUE



Improving Customer-Oriented Solutions

Success with digital solutions typically starts with picking
the highest-potential use cases and bringing them to scale.
Leaders use advanced tools such as analytics and Al to
turn data-based insights into business actions, track out-
comes, and create learning loops. Among all types of
solutions, those that improve customer-oriented capabili-
ties are the ones that companies most actively pursue and
successfully scale. Almost 30% of organizations have
scaled customer-oriented solutions, slightly more than
have scaled operations- and enterprise-related digital
solutions (24% each). Not surprisingly, digital leaders scale
up 70% more go-to-market solutions than laggards.

Successful personalization of the customer experience is a
common strategy in customer-centric marketing that seeks
to turn customer loyalty and satisfaction into revenue
growth. According to our research, the most-often-adopted
customer-oriented solution is personalized B2C services
or products or customized B2B solutions (such as custom-
ized customer landing pages), which 30% of all companies
have scaled. The next-most-commonly scaled solution
involves safeguarding customer data and protecting data
privacy. Almost one-third of all companies have scaled this
solution.

A leading European bank wanted to improve its mortgage
offering for existing customers and as a way to attract new
customers. The company conducted extensive market
research, piloted about 40 digital initiatives, and then

selected four workstreams to expand and scale. The com-
pany first set up paid media accounts, leveraging data
collected from its social media presence, to increase in-
coming traffic and target new audiences that had shown

an interest in its products. It then improved the online user
experience on its websites and provided easy access to
relevant information and tools to maximize conversion
rates and increase bookings for first mortgage meetings.
By successfully scaling these two digital solutions, the bank
saw a 30% increase in sales within six months.

Digital leaders have achieved 2.4 times higher digital
maturity on average than laggards in the capabilities nec-
essary to scale customer-oriented solutions. Companies
that scale more than 70% of their customer-oriented solu-
tions have more mature data ecosystems, staff cross-
functional lighthouse teams, use clear value-steering, and
view cloud cybersecurity as a C-level priority.

In these companies, management of product experiences,
the customer journey, and data analytics is cross-function-
al. As a result, the roles of the CMO, CTO, and CIO can
overlap. As our past research has shown, CMOs are partic-
ularly well placed to champion alignment and to scale
customer-oriented solutions, since the CMO often owns
the design and operation of the customer experience
journey. But as our current study indicates, CMOs can’t do
it alone; they require full C-suite support to scale and
execute solutions successfully.



About Our Research

BCG has long studied digital proficiency and maturity in
business. The COVID-19 pandemic has dramatically in-
creased the gap in resilience and performance between
the most digitally mature companies and their rivals.

BCG and Google (which commissioned this report) recent-
ly decided to study digital enablement—specifically, how
some companies have become more digitally proficient
than others by scaling digital solutions such as digitally
enabled processes, digital products, and digital services.
Scaling means moving past the pilot stage of a digital
initiative to fully operationalize and embed the solution
throughout the organization and its markets and regions.

We conducted interviews with experts and thought leaders
and surveyed 2,000 companies globally to gauge the im-
pact of the key enablers that companies employ to drive
their digital agendas.

As part of the study, we calculated an aggregated digital
enablement score (DES) based on BCG’s digital accelera-
tion index (DAI) assessment for each company. The DAI
assessment considers a company’s digital solutions (prod-
ucts, services, and processes), its technology adoption, and
the maturity of key capabilities. The DES assesses compa-
nies on 15 dimensions that are critical to unlocking and
scaling digital solutions to maximize value. We also evalu-

ated how the relevant enablers affect a company’s ability to

succeed in digital transformation across the entire C-suite.

Our research confirmed that levels of digital maturity vary
considerably among organizations, as does their ability to
scale digital solutions. Companies tend to fall into one of
four maturity levels:

o Initiating. The company has not fully defined its stra-
tegic approach to digital transformation, and it has not
yet established the necessary capabilities to unlock the
potential of digital solutions.

« Evolving. The organization has a strong awareness of
the value of digital, pursues prioritized lighthouse solu-
tions, and is building the necessary capabilities.

o Transforming. With scaled lighthouse solutions using
strong data resources, a skilled workforce, and cloud
platforms in place, the company has passed an inflec-
tion point and become digital at heart.

o Enabled. The company is successfully executing a fully
aligned, enterprise-wide digital strategy, with prioritized
digital solutions widely adopted for high-value impact.

On the basis of this ranking, we split companies into three
tiers in order to compare the top 30% of most-enabled
companies (digital leaders) with the bottom 20% (digital
laggards). These comparisons inform much of this report.


https://protect-us.mimecast.com/s/zMyqCM890OSq1Zz99Uw8RcJ
https://protect-us.mimecast.com/s/zMyqCM890OSq1Zz99Uw8RcJ

C-Suite
Alignment

It Starts at the Top

BOSTON CONSULTING GROUP

ecoming a digital leader starts at the top of the
organization—but not just with the CEO. The full

C-suite must align on a common vision, strategy, and
roadmap to galvanize action and drive enablement and
execution through the organization. Commitment, ac-
countability, and collaboration are critical. Digital leaders
are far more likely to secure all three. (See Exhibit 5.)

In many companies, siloed CxOs blame each other for
hobbling the overall transformation by not digitizing faster
or by failing to scale digital solutions. More than half (55%)
of laggards report that their C-suites operate entirely in
silos and fail to communicate with each other on their
respective digital initiatives. In contrast, digital leaders hold
individual CxOs accountable, and consistent C-suite collab-
oration is the norm for 72% of digital leaders.



Exhibit 5 - C-Suite Commitment, Accountability, and Collaboration Are

Critical to Galvanizing Enablement

C-suite expresses vocal support for digital efforts

C-suite collaborates consistently

C-suite empowers and coaches vs. issuing
top-down instruction

Source: BCG’s digital enablement score.

A common approach is to establish a global chief digital
officer role with responsibility for shaping the entire organi-
zation’s digital transformation. In too many cases, however,
CDOs turn out to be toothless tigers who can propose
digital solutions but have little ability to enforce them
because they don’t own the budget. If, instead, digital
becomes the responsibility of every CxO, the entire C-suite
must drive the digital agenda collectively. And every CxO
must be accountable for achieving the intended business
outcomes. Our research found that only digital leaders
(82%) align across the C-suite on the digital vision, invest-
ment portfolio, and resources needed to drive the digital
agenda forward. Besides setting the ambition and guiding
the entire organization, the C-suites at more than 60% of
digital leaders express active support for digital efforts and
communicate progress across the entire organization.

Another issue can be the sheer number of CxO roles today,
many of which involve digital initiatives, technology, and
data. In addition to CEOs, CFOs, CHROs, COOs, and CMOs,
a proliferation of CDiOs (digital), CDOs (data), and CTOs
are joining the leadership mix. The demarcation lines often
blur because digital transformations cut across functions.
This makes collaboration between C-suite roles all the
more important to ensure that they bring the right capabil-
ities and perspectives to the table to achieve company-
wide objectives.

Laggards Leaders
35% 0 ------------ > 61% 2X
10% = e > 72% ’ 7X
27” ------------ > 4Xx

@

In many organizations, a single C-suite member’s digital
agenda becomes a catalyst for collaboration. For example,
CMOs are increasingly involved in tech, finance, data priva-
cy, and analytics. They are well placed to promote digital
transformation and champion change. In some companies,
they collaborate with CFOs to manage marketing as an
investment for increasing returns by setting business KPIs.
Often, CMOs drive customer-oriented solutions within the
organization, which can also catalyze cross-functional
leadership collaboration.

To become truly digital organizations, leaders need to
embrace agile ways of working, embedding agile in large
parts of or the entire organization, starting with making the
transition to working in cross-functional teams. CxOs can
struggle to scale agile for several reasons:

e They are focused on responsibilities within their own
teams.

e They do not break down silos that isolate functions.

e They do not encourage business and tech leaders to
jointly prioritize the digital roadmap.

THE KEYS TO SCALING DIGITAL VALUE


https://www.bcg.com/capabilities/marketing-sales/cmo-agenda
https://www.bcg.com/capabilities/marketing-sales/cmo-agenda

Leaders have processes for conducting regular reviews of
their portfolios to ensure that they align with their visions.
They also look continuously for new opportunities to pur-
sue. For about 80% of digital leaders, business and tech
prioritize the digital roadmap as a joint effort and regularly
update their plans with evaluations of new opportunities.

BOSTON CONSULTING GROUP

Establishing agile at scale often requires senior executives
to change their own ways of working. The idea that “lead-
ers lead, managers review, and doers do” does not apply to
truly digital companies. This adaptation can be a tall order,
as agile behaviors are not the ones that propelled these
people into senior leadership positions in the first place.
Moreover, good leaders involve the relevant middle manag-
ers in planning and executing the transformation program
to ensure that they buy into the goals and strategy. Without
this commitment, middle management may tend to slow
the process, defending functional silos and power bases.
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https://www.bcg.com/publications/2018/agile-starts-or-stops-at-the-top
https://www.bcg.com/en-us/publications/2020/increasing-odds-of-success-in-digital-transformation
https://www.bcg.com/en-us/publications/2020/increasing-odds-of-success-in-digital-transformation

Leaders Focus on Key Capabilities

DATA

of digital leaders

have improved their confidence
in data security, availability, and
sustainability through digital

CLOUD

of digital leaders

have gained the ability to
connect digital solutions
to their tech stack by using
APls and microservices

WORKFORCE

of digital leaders

plan to significantly upskill

their workforce and hire top
digital talent in the coming
three years

Source: BCG’s digital enablement score.
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ur client work and our research have consistently
O shown that companies need critical capabilities in

place to scale digital solutions. Being a digitally
enabled leader means developing capabilities to generate

insights from data, leverage the cloud, and build a skilled
and enabled workforce.

Generating Insights from Data

The ability to access high-quality data from multiple sourc-
es, share it with partner organizations, and apply advanced
analytics to generate insights for long-term impact is a
multipurpose enabler for everything else. Data enablement
is the most important basis of competitive advantage
today because it has the greatest impact on a company’s
ability to scale digital solutions. Nevertheless, in most
organizations, it is the least exploited asset. Even among
digital leaders, those with the highest data maturity can
scale twice as many solutions as those with relatively low
data enablement. To be a data leader, companies need
privacy-compliant, high-quality data that is accessible
throughout the organization. This requires strong data
governance, proper data infrastructure, and respect for
customers’ demands for privacy. (See Exhibit 6.)


https://www.bcg.com/publications/2021/new-data-sharing-tools-helping-companies-find-value

Exhibit 6 - Leaders Have Strong Data Governance and Build Future-Ready

Architectures

Data governance as the foundation to create valuable data

Practices Degree of data ownership across teams
Accessibility  Level of data transparency and ease of access
Quality Accuracy, consistency, and reliability of data

@ Future-ready architecture to orchestrate and share data

Repositories  Integration of data and real-time availability
Interfaces Self-service provision and reliance on legacy
Ecosystems Partner value creation and cloud ecosystems

. Digital leaders

Source: BCG’s digital enablement score.

Companies should prioritize and manage data proficiency
much as they do infrastructure, with forward-looking in-
vestment and a fully funded investment plan. Accessibility
is key, and tapping into data-sharing enablers, such as
cloud services, helps organizations ensure access to high-
quality data from different business ecosystems. This kind
of data leads to superior insights and customer engage-
ment as well as the ability to scale digital solutions.

Proper data governance underpins access to accurate and
useful data. Digital leaders combine effective data owner-
ship and governance procedures, which help ensure that a
continuing supply of high-quality data is available and that
people use the data appropriately and consistently. Many
common challenges such as data breaches occur not
because of technological shortfalls but because of human
error.

Most digital leaders build future-ready architectures with
data repositories and API provisioning, and many operate
data ecosystems with multiple partners. In fact, our re-
search found that 60% of digital leaders have mature
infrastructure in place to facilitate the seamless exchange
of real-time data with partners. In contrast, most laggards
are still building their data infrastructure and have no data
governance in place.
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. Digital laggards

Data also needs to be portable—decoupled from, rather
than restricted to, specific applications. The idea is to
create pools of shared data from which users, applications,
and partners can leverage the same information, instead of
vertical data islands. Hoarding data limits insights and
value creation to a small sliver of what might otherwise be
possible, and different underlying architectures and tech-
nologies lead to vertical data silos. Such data silos can be
deceptively attractive, since they may facilitate implemen-
tation of solo digital solutions. But at the same time, they
limit the ability to scale solutions across the wider business
unit or company.

A leading agricultural equipment manufacturer sought to
become a tech leader by improving its use of data. It col-
lected accurate, real-time data by attaching sensors to its
products so it could provide richer information to growers
and optimize performance of its products. The company
also developed an open platform with modern architecture
to consolidate data collected from customers and external
partners. The platform enables farmers to use advanced
data analytics tools to manage their equipment better and
realize cost and operational efficiencies while also connect-
ing with players throughout the agricultural ecosystem.

THE KEYS TO SCALING DIGITAL VALUE


https://www.bcg.com/publications/2020/you-do-not-have-to-start-from-scratch-in-data-transformation
https://www.bcg.com/publications/2021/navigating-multicloud-strategy
https://www.bcg.com/publications/2019/good-data-starts-with-great-governance
https://www.bcg.com/publications/2019/good-data-starts-with-great-governance
https://www.bcg.com/publications/2020/you-do-not-have-to-start-from-scratch-in-data-transformation

The new data strategy gave farmers a superior customer
experience and provoked a data-driven revolution within
the company and the agricultural equipment industry.

To successfully scale this solution, the company had to
make the transition from being an equipment manufactur-
er to being a generator and custodian of data. In the sec-
ond quarter of 2021, net sales and operating profit from

its production and agricultural business increased by

more than 35% and 75%, respectively, over the year-earlier
qguarter.

One of the biggest drivers of digital maturity is the use of
first-party data—data that companies collect directly from
consumers, including browsing behavior, transaction history
from a CRM database, and loyalty program activity. Sophis-
ticated companies understand that first-party data is differ-
entiating (because it is proprietary), relevant (it directly
relates to the company and its customers), and consistently
high quality (it comes from customers directly). Almost 50%
of leaders use first-party data to derive insights that create
better customer value propositions, but just 5% of laggards
do. Previous BCG research found that while nine out of ten
companies say that first-party data is important to their
digital marketing programs, less than a third of marketers
consistently and effectively access and integrate first-party
data across channels. Very few are good at using data to
create better outcomes for customers.

A global cosmetics brand that wanted to use data and
technology to accelerate growth faced challenges related to
poor data availability and a lack of necessary technology
capabilities. Using public cloud services, the company
developed an enterprise-wide data strategy that focused on
using its own first-party data to target audiences better. For
example, the new model customized marketing for website
visitors identified as most likely to purchase online. The
company also increased data accessibility and analytics
proficiency throughout the organization and encouraged
data-driven innovation. The strategy enabled the company
to increase revenues from campaigns using data-driven
insights by 25% and to scale its data solutions globally
within two years. It also helped the company build an
organization-wide culture that appreciates and seeks to
leverage the value of data and analytics.

Leaders also prioritize data privacy because it is a priority
for customers. One common challenge that companies
face in making data more accessible is increased data risk.
Properly identifying, assessing, and managing risk through
shared platforms is a strong driver of security. Almost all
digital leaders (97%) are proficient in addressing this risk,
and more than two-thirds of leaders make effectively man-
aging it a C-suite priority.

BOSTON CONSULTING GROUP

Leveraging the Cloud

To power their scaling of digital solutions, leaders use the
cloud, which serves as a technological foundation for build-
ing and expanding other enablers, such as data. Most
leaders (64%) design solutions to be cloud native so that
the cloud can host every new digital solution right away.
(See Exhibit 7.) Leaders deploy these solutions in a layered
architecture connected with APIs and, often, employing
two or more clouds. A multicloud approach delivers a
number of benefits, including increased agility, greater
flexibility, higher innovation rates, and the ability to deploy
cutting-edge technology and platform strengths from vari-
ous providers. This approach decouples digital delivery
from legacy systems, which in turn enables easier testing,
deployment, and maintenance. Digital leaders also reduce
the costs of digital scaling.

By 2025, up to 60% of consumer-facing applications, al-
most 40% of data warehouses and analytics workloads,
and more than 30% of core business applications will be
running on public clouds that major technology organiza-
tions operate. More than 90% of digital leaders can con-
nect digital solutions to their tech stacks, which are API
ready and use microservices. In contrast, 80% of laggards
still rely on tightly coupled legacy systems with complex
interfaces.

Three factors make the cloud a powerful booster of digital
capabilities:

e The cloud permits instant scaling of tech capacity (infra-
structure, storage, and processing).

 Solutions provided by cloud service providers (CSPs)
usually include the latest cybersecurity mechanisms and
patches.

e CSPs have the expertise and people—both of which

are in short supply—to customize solutions for clients
efficiently.
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https://www.bcg.com/publications/2021/the-fast-track-to-digital-marketing-maturity
https://www.bcg.com/publications/2020/responsible-marketing-with-first-party-data

Exhibit 7 - Digital Leaders Deploy Cloud-Native Solutions in a Modern

Architecture

Majority of digital leaders design their
digital solutions to be cloud native?!

64% vs. 3%

Cloud-native leaders vs. cloud-native laggards (%)

[ pigital leaders

Source: BCG’s digital enablement score.

Although cloud-native solutions can be designed

in many ways, digital leaders rely on
modular architecture

Modular architecture

9 40/0 VS. 210/0 Lzlzlyered architecture conngcted
with APIs for seamless delivery
-
Coupled architecture
60/0 VS. 790/0 Systems are tightly coupled

so updates cause effort

[ | Digital laggards

Cloud-native design: container-centric, microservice orientation, API-led connectivity—especially for strategic and new applications.

Although the cloud can function as a supercharger for
scaling digital solutions, controlling its cost is a key consid-
eration, as is complying with national regulations and data
governance requirements. Companies have followed multi-
ple paths to mainstream cloud adoption. Decisions about
which capabilities to move to the cloud when to move
them, and which cloud service models to use do not always
follow a deliberate strategy. As a result, clarity on what
constitutes an efficient and effective multicloud approach
can be hard to come by. It is therefore not surprising that
only one in three companies controls cloud costs. But 68%
of digital leaders reported that they optimize cloud spend-
ing with advanced cost analyses. In doing so, they realize
two to three times more cost efficiency and tech cost sav-
ings than laggards do. (See Exhibit 8.)

15

A satellite imagery provider needed to redesign its imagery
platform for scale and speed to meet growing customer
needs and to sharply reduce a delay of several hours that
customers trying to access images had to endure. The
company moved to a cloud-based platform that gave cus-
tomers data after minimal delay, without compromising on
quality or range of coverage. The cloud platform scaled
data better, processed images faster, and provided more
fit-for-purpose images for different customer groups. Cus-
tomers can now stream images after a half-second delay
compared with the old system’s wait of hours or even days.
The cloud also gives the company a scalable storage solu-
tion for adding images covering millions of square kilome-
ters every week.
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Exhibit 8 - Only One in Three Companies Control Cloud Costs, but Those
That Do Gain Two to Three Times More Efficiency

Averages range

IT cost savings from
moving to the cloud

5%-10%

10%-30%

10%-25%

Cost efficiency from
digital solutions

5%-10%

[ | Digital leaders

Source: BCG’s digital enablement score.

Building a Skilled and Enabled Workforce

Digital leaders build highly skilled organizations through
upskilling and targeted recruitment to fill talent gaps. BCG
research into the factors underlying digital transformation
success found that only one in four organizations have the
skills and expertise they need. Our current study found
that digital leaders are addressing this gap at speed
through their hiring and training plans. Leading organiza-
tions also equip teams with technology tools such as pro-
ductivity apps, DevOps (a type of continuous software
development and IT operation), and Al analytics to make
the most of their capabilities and to innovate and drive
change. Reorganizing in cross-functional teams that in-
clude business, digital, tech, and other functional skills
(such as HR, legal, and finance) is also critical.

BOSTON CONSULTING GROUP

[ | Digital laggards

Digital leaders do not try to do everything in-house. In-
stead, where they can, they outsource capabilities—such
as tapping into public cloud platforms—to drive to scale
more quickly. Because many digital skills (such as DevOps)
are in high demand, leading organizations choose strategic
partners to fill skills gaps and embed partner personnel in
their product teams. Many companies adopt a hybrid
approach, developing the critical capabilities they need to
innovate in-house and filling the remaining skills gap
through partnerships. Leaders that scale solutions success-
fully through outsourcing to partners and agencies gener-
ate 20% more cost savings and 20% higher revenue growth
than laggards.
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Almost half of the leaders say that the expertise of their
workforce is significantly greater than that of their peers
because they have built best-in-class capabilities, such as
developing cloud-native apps and optimizing user experi-
ence through personalization, and because they rely on
cross-functional teams. But this finding also means that
more than half of leaders do not see their workforce’s
expertise as being significantly above that of their peers.
They recognize that they still have a strong need for talent
and organizational development. Little surprise, then, that
72% of leaders plan significant HR investments to hire and
upskill their workforce.

Leaders also foster a culture of innovation through da-
ta-driven decision making and rapid adaptation. More than
three times more leaders than laggards democratize data,
institutionalizing data accessibility for all. Many leaders
charge an empowered chief data officer with embedding
data-sharing policies through the organization and enforc-
ing good data governance and practices. These companies
also promote a strong learning culture by prioritizing digi-
tal literacy and agile ways of working. And they organize
around a product-led operating model to realize econo-
mies of scale and scope: teams are responsible for client
engagement, innovation, and service delivery.
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A leading US health insurance company decided to pivot to
a product-led operating model to upgrade its customers’
experience and improve their health outcomes. The com-
pany had based its prior operating model on functional
needs that emphasized efficiencies, but the company
struggled to retain customers over the longer term because
members found the organization difficult to navigate. To
provide a more seamless experience for customers, the
company moved from siloed operations to collaborative,
cross-functional teams. These integrated teams identified
key customer pain points and built solutions that drew
support from all parts of the organization. The cross-
functional teams also encouraged greater accountability,
more innovation, and accelerated time to market for new
services. The teams launched 18 new customer experienc-
es and created $50 million of customer lifetime value (a
metric that estimates how much value any given customer
will bring to a business) in the first six months alone.

THE KEYS TO SCALING DIGITAL VALUE



Always-On
Execution

digital transformation a one-off project or program.

Technological advances, competition, and disruption
mean that organizations need to continually improve to
reinforce their competitive positions and resilience. Com-
panies need effective governance and an always-on mind-
set to continue scaling current digital solutions while also
searching for the next solutions to scale. Execution requires
organizing around product-led agile teams that work on
lighthouse projects, using flexible budgets. Teams must
constantly test and improve minimum viable products
until the extent of their value becomes apparent. Organiza-
tions should adapt their priorities as context changes and
as challenges occur. Leaders need to address roadblocks
quickly and drive “fail-fast-learn” behavioral change into
the wider organization. Each challenge that they success-
fully tackle contributes to the achievement of broader
strategic goals, not just to the incremental improvement
of a unit or function.

D igital proficiency is not a permanent state, nor is



As our research shows, digital leaders follow three organiz-
ing practices to ensure they have in place the governance
processes necessary to drive change. (See Exhibit 9.)

First, more than 80% of leaders have established an operat-
ing model that consists of cross-functional business and
tech teams, and about 60% organize around product-led
platform teams. The benefits are numerous and substantial:

e Better business and tech collaboration for improved
product development

 Agile product launch cycles that can double, triple, or
quadruple speed to market

e Lower overhead and more built-in mechanisms for con-
tinuous improvement, which can multiply productivity by
a factor of two to four

« Digitization of operations and customer experience, to
improve the cost-income ratio by 10% to 15%

o A more agile work environment that appeals to high-
performing employees and aids recruitment

A leading logistics company wanted to transform itself from
an asset-driven organization into a digital customer-focused
service organization and reduce its costs and time to mar-
ket. It shifted to a product-led operating model with joint
tech and business ownership through cross-functional
teams. The company organized technical capabilities into
product domains reflecting different customer needs, with
underlying systems feeding into multiple products. This
approach enabled the company to offer more standardized
products and customer solutions. The cross-functional
teams worked in an agile setup, encouraging innovation
and making it easy to scale up teams when new products
were released. The company reduced time to market by
30%, improved customer satisfaction, and scaled tailored
customer experiences more quickly, while lowering unit
costs by 20%.

The second organizing practice, followed by almost 90% of
leaders, is to pilot innovations using cross-functional light-
house teams. In our experience, transformations are most
successful when they initially focus on one or two light-
house projects that can illuminate a path for others, and
then iterate and adapt until they can successfully scale.
Leaders exercise discipline in determining quickly which
projects have value (or the most value) within a preset time
frame and concentrating on those while terminating others
in favor of new lighthouses.

Exhibit 9 - Leaders Succeed as They Drive Always-On Execution

»  Organize ™ .,
Three s around . : Staff' B N Establisha -
. : : ¢ cross-functional : . :
organizing : product-led : : lichthouse : : digital :
principles B platform : . g : * control tower ¢
., : ., teams s ., :

. teams . .. g . o

83% 25"/\

() 88%

. Digital leaders

Source: BCG’s digital enablement score.
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Third, about 60% of leaders use a digital control tower or
center of excellence—a centralized team in charge of all
digital initiatives—to steer value by allocating resources to
meet value-creating targets while cutting funding for un-
successful or slow-moving initiatives. Businesses that
transform successfully leverage fast and simplified decision
making. They use the right KPIs—often all new ones—to
monitor progress toward outcomes. An effective control
tower that tracks the KPIs and keeps everyone on the
same page with respect to progress smooths the journey
and helps identify and remove obstacles quickly and
effectively.

BOSTON CONSULTING GROUP

A top industrial goods manufacturer implemented its
digital transformation strategy by identifying high-visibility
lighthouse projects in each of its strategic priority areas
and securing strong CXO alignment and support. Using an
MVP approach, the company developed and released
multiple new digital products within six months, radically
improving its GTM capability and surpassing its main
competitor in key performance metrics within one month
of launch. All new projects were built on cloud-native data
platforms and cloud-based infrastructure. By scaling these
lighthouse projects, the company drove significant custom-
er experience improvements across the digital commerce
channel.
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The Path to
Digital Value

process begins with embarking on a digital transfor-

mation. Implementation has many steps and takes
time—successful transformations may take several years
or more to complete, and they require drawing on three
key enablers: ensuring C-suite alignment, developing the
necessary capabilities, and maintaining always-on execu-
tion. (See Exhibit 10.) Companies that establish these
enablers will be able not only to scale digital solutions
successfully but also to embed digital approaches and
ways of working into their operating models. They will be
the most likely to benefit from the value-creating journey
that started with their digital solutions.

D elivering digital value at scale can be achieved. The



Exhibit 10 - Every Company Can Become Fully Digitally Enabled by
Following a Clear Path
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Source: BCG analysis.
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