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Companies today understand that 
digital transformation is no longer  

an option.  As markets, business models, 
and customer expectations evolve by the 
minute, firms face a stark choice: trans-
form or die. But because such transforma-
tion can be tremendously hard, many 
businesses are tempted to use the wrong 
approach—allowing external vendors to 
drive the effort.  

Yes, outsourcing can help you access new 
capabilities and tools. But a digital trans-
formation isn’t something a company sim-
ply can plug in. Firms that look at transfor-
mation purely from a technical perspective 
struggle to achieve the speed, scale, and 
scope that a full-blown, fully effective digi-
tal overhaul requires. Too often, initiatives 
fizzle after the pilot stage. New digital ap-
plications aren’t used as expected—or at 
all. Productivity gains that seemed certain 
at the outset never materialize.  

Successful transformation is as much about 
people and processes as it is about technol-
ogies. That’s why businesses must take a 

comprehensive and systemic approach that 
focuses on all three dimensions simultane-
ously. The best way to do this is from the 
inside. An external vendor may know a 
technology but won’t likely understand 
how a business, not to mention its culture, 
works at the deepest level. Without a rich 
internal perspective, companies can’t easi-
ly achieve the kind of fast, at-scale transfor-
mation that provides a competitive advan-
tage. Businesses need applications that are 
“just right” for users; the ability to extract 
value from data throughout the organiza-
tion; and processes and organizational 
structures that fit with new technologies—
and vice versa. 

Instead of outsourcing their digital trans-
formation—and in turn the fate of the 
business—companies need to develop the 
capabilities that let them take full control 
of it. Our work with companies across a 
range of industries revealed five key things 
they must master to unlock the full poten-
tial of their digital future. It also shed new 
light on why some businesses stumble at 
the threshold. 
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Escaping the Complexity Trap
Surprisingly, productivity growth has gener-
ally not kept pace with the growth in IT 
spending. This despite the fact that techno-
logical progress has been shown as a key 
driver of productivity growth—a finding 
that won economist Robert Solow the  
Nobel Prize in 1987. Yet the computer age 
has—so far, at least—seemed to contradict 
Solow’s theory. 

Experts continue to debate what causes this 
“productivity paradox” and whether it is 
temporary or permanent. But one idea is 
particularly compelling: while companies 
have made massive investments in technol-
ogy, they haven’t focused on true integra-
tion—that is, integrating tools with the way 
people actually work. As a result, compa-
nies regularly fall into what’s known as the 
complexity trap. They deploy sophisticated 
tools and platforms that they ultimately 
don’t use effectively or simply avoid in fa-
vor of more informal “shadow” processes. 
This, in turn, leads to overly complicated in-
formation systems or to organizations that 
adapt poorly to the new tools. Either way, 
expected productivity gains fail to material-
ize, and in the most severe cases, entire sys-
tems—and investments—are abandoned.

Fortunately, digital technologies and meth-
ods are supremely flexible. They enable 
businesses, end users, and IT departments 
to work interactively to design applications 
and user journeys that are “just right,” and 
to adapt processes accordingly. In short, the 
transformations that emerge from the digi-
tal era itself may well spell the end of the 
complexity trap.

In our work across many industries, we’ve 
seen companies unlock significant value 
from digital, with massive impact in terms 
of margin improvement, revenue growth, 
and employee engagement. While these 
businesses are quite dissimilar, they all 
have taken a holistic approach to transfor-
mation, tackling the three key dimen-
sions—people, process, and technology— 
simultaneously. (See the sidebar.) These 
companies deploy new technologies, user 
interfaces, and data architectures in a way 
that reflects how people work. At the  

same time, they adapt their existing pro-
cesses and organizational structures to un-
leash the full potential of new tools and  
platforms.  

Consider one leading industrial conglomer-
ate we worked with whose CEO under-
stood that to stay competitive, industrial 
firms would need to transform into soft-
ware and analytics companies. By leverag-
ing data—whether about customers or 
equipment on the factory floor—com-
panies could quickly identify and respond 
to patterns that revealed opportunities  
and trouble spots. To spur such a change, 
the CEO transformed his large, established 
company into one that thought—and 
worked—like a startup. It adopted an agile 
culture that stressed experimentation, 
learning, and iterating. It created several 
digital “centers” to foster deeper collabora-
tion among software engineers, digital  
specialists, and industry experts. It brought 
all of its digital capabilities, tools, and data 
into a single organization. 

Significantly, the company did not simply 
deploy new technology. It factored in how 
people worked—and identified changes in 
processes and organizational structure that 
could help them work better, be more pro-
ductive, and, ultimately, create more value 
in a digital world. Together these moves 
helped the business develop new, success-
ful digital offerings. Thanks to this ap-
proach, within five years the company’s 
digital offerings accounted for 15% of the 
company’s revenue—up from less than 5% 
before the start of the transformation.

So how, exactly, can your company ensure 
that kind of success? 

Five Things Companies Need  
To Do Well
By developing five capabilities internally, 
your business can achieve a true digital 
transformation—one that occurs at a 
speed, scale, and scope that bring real com-
petitive advantage. Granted, our list might 
feel intimidating to even the strongest 
management team. In fact, COOs we’ve 
met question how feasible such changes  
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Most companies today view digital as a 
pathway to growth. But spotting the road 
is one thing; propelling along it is quite 
another. Many businesses struggle to 
unleash the value of digital, yet others 
have met—and even exceeded—their 
expectations. How did they do it? Here 
are some insights from three different 
success stories. 

The Consumer Goods Company. In its 
massive trove of customer and business 
data, a consumer goods company saw 
potential value—and plenty of it. But 
unlocking that value would require signif-
icant digital capabilities. Not only did the 
company require a new digital architec-
ture to more efficiently and effectively 
use data, it also needed a carefully 
thought-out plan for integrating its 
people and processes. The company 
looked into training and data access 
rights as well as the kind of impact that 
data could—and should—have on 
decision making. In the end, the compa-
ny’s systemic approach enabled more 
than 50,000 employees to access the 
company’s data, increasing usage and 
spurring new applications for that 
information. The company also deployed 
new digital tools and methodologies, 
such as digital modeling and simulation, 
and data-driven decision making became 
the norm. The upshot? Decisions in 
every aspect of the business—from 
product development to marketing—are 
now backed up by data analysis. 

The Card Payment Company. A key 
player in its field, this card payment 
company saw competitors—traditional 
rivals as well as internet-based up-
starts—utilize digital technologies to 
launch successful new products. Deter-
mined to retain its frontrunner status, 
the company transformed itself by 
deploying innovative customer-centric 
digital capabilities. For example, it 
employed persona-based use cases and 

big data analytics to develop offers more 
closely tailored for—and more relevant 
to—specific types of customers. It also 
deployed a more modern, flexible IT 
architecture to help launch new business 
applications. And by embracing new 
marketing models, as well as partner-
ships in areas like social media, the 
company learned to interact with the 
outside world in ways the world now 
preferred—while gaining insights that 
could prove valuable when developing 
new products. Since launching its digital 
effort, the company has seen a signifi-
cant and recurrent top-line impact of 
hundreds of millions of dollars per year.

The Fast-Moving Consumer Goods 
Company. A series of pilot programs 
convinced the leaders of this business 
that digital technologies could transform 
its marketing efforts. But the company 
didn’t simply deploy new tools and meth-
ods. It also reimagined its operating 
model and the way its marketing 
professionals worked and were orga-
nized. Replacing a curriculum that had 
changed little in 40 years, the company 
offered more than 3,000 of its marketing 
staff a new coaching and up-skilling 
program. It also created organizational 
structures to foster and increase collabo-
ration between business functions and 
with digital agencies. Since launching its 
digital initiative, the company has gained 
better control over its media strategy, 
but it has also seen more quantifiable 
results: it doubled its return on invest-
ment of digital marketing spend; 
reduced costs by 30%; increased its 
audience reach by a factor of four; and 
achieved a 50% higher engagement level.

A SYSTEMIC APPROACH TO UNLOCKING DIGITAL’S 
POTENTIAL
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actually are. And they’re not the only ones 
with doubts. CIOs might be uncertain 
about their ability to transform a land-
scape of older, not easily adaptable legacy 
systems, especially if the required skills and 
knowledge are in short supply. And HR 
heads—who are already fighting tough  
battles to attract and retain digital talent—
may question the efficacy of any “solution” 
to the recruitment challenge. 

The good news is there are ways to help  
develop each of the five capabilities intern- 
ally—and unlock the full potential of digital. 

Stick To Clear Business  
Objectives, Even As The Digital  
Environment Evolves  
For all the benefits the digital era brings, it 
also carries uncertainty. Along with contin-
ually evolving technologies—through ad-
vances in performance and miniaturiza-
tion—come rapid changes in customer 
expectations, market standards, and the 
competitive landscape. Your company 
might feel challenged, therefore, especially 
if it’s used to developing and launching 
new products or services in a traditional 
three- to five-year cycle. You’ll still need to 
meet midterm business objectives, yet an 
evolving, uncertain environment means 
you must also maintain tactical flexibility.

The key to acquiring such flexibility is a 
test-and-refine approach. (See “The Digital 
Imperative,” BCG article, March 2015.) 
Product designs—and, ultimately, proto-
types—should go through frequent cycles 
of testing and then incorporating feedback. 
And the process shouldn’t end with a prod-
uct’s release. Instead, continually seek cus-
tomer reactions to identify potential  
improvements. In effect, the details— 
unknown at the outset—are revealed and 
integrated as you go along.

Companies that do a good job working  
toward a future that is hard to see share cer-
tain traits. They maintain a portfolio of  
opportunities. They work in an open envi-
ronment and within an ecosystem of part-
ners—the better to fuel their innovation  
engine. They look ahead when making 
choices. They communicate to employees 

and partners a clear overall purpose and a 
framework of priorities and guiding princi-
ples. Such communication keeps everyone 
aligned across the company while enabling 
flexibility in daily operations. And with- 
out fail, they define the criteria for success 
—and evaluate all business decisions 
against them.

Acquire Digital Skills Despite  
a Talent Shortage  
Not surprisingly, the demand for digital 
products has created a shortfall of talent—
and not only on the technical side, where 
many new jobs are needed, such as data  
scientists and developers. Increasingly, busi-
ness-side roles also are acquiring a digital fla-
vor. Sales representatives, for example, need 
to learn how to use predictive tools and data 
analytics to better target customers.

Your company can pull different levers to 
help bridge the skills gap. It can, for in-
stance, build up its talent base through ac-
quisitions of other businesses, particularly 
startups. But developing the skills of exist-
ing employees will be key. These are your 
critical assets, the people who know the 
business best. What’s more, businesses that 
make skills development a priority can re-
ignite the “technical pride” of IT and engi-
neering teams—which smooth the way to 
digital transformation.

All of this points to the need for companies 
to renew their social contract with employ-
ees, the implicit deal that defines the du-
ties and obligations of both employer and 
employee. More than previous generations, 
today’s workers seek purpose and autono-
my in their jobs. If you can empower and 
inspire your people, you will bring out 
their best while reducing attrition.

In a digital world, the role of your manag-
ers needs to change too, as digital tools of-
fer teams more autonomy. By acting more 
like coaches than controllers, managers will 
help teams adopt new tools and ways of 
working, while drawing on the wealth of 
information that is accessible. Moreover, 
such managers will need to provide em-
ployees with regular feedback and promote 
a culture of experimentation.  

https://www.bcg.com/publications/2015/digital-imperative.aspx
https://www.bcg.com/publications/2015/digital-imperative.aspx
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Simplify Decision Making  
Most large companies today function, at 
best, with a one-month decision clock. 
Committees meet every four weeks or so  
to make vital decisions about the business. 
But today’s digital-native companies  
simply make decisions at the moment they 
need to make them. In such agile environ-
ments, teams take ownership of their  
projects and are empowered to make deci-
sions, which in turn enable companies to 
move much more quickly, often rolling  
out solutions within weeks rather than 
months. 

To shift into digital speed, then, look close-
ly at your company’s decision-making pro-
cesses and tackle the bottlenecks. For in-
stance, a global automotive player with 
whom we worked discovered that monthly 
meetings and multi-layered processes ham-
pered the company’s decision-making  
agility. So the company streamlined its pro-
cesses for digital, notably by implementing 
weekly business-decision committees for 
every division. It tasked each committee, 
comprising a senior business lead for digi-
tal and his or her IT counterpart, with 
building a long-term digital portfolio, prior-
itizing initiatives, keeping project delivery 
on track, and maximizing end users’ adop-
tion. To boost the pace of initiatives, the 
pair owns the digital budget for the busi-
ness unit and is empowered to make in-
vestment decisions. The result of this new 
model? A double-digit margin increase for 
the company.

Accelerate the Delivery of  
Customer-Focused Applications
Two powerful approaches that your com-
pany can use both internally and external-
ly—agile methodologies and human- 
centered design—align nicely with user 
needs and preferences. Agile methodolo-
gies emphasize speed and flexibility. They 
include frequent iterations, short timelines, 
and minimum viable products. They stress 
continuous testing and feedback cycles, 
which give developers the ability to imple-
ment changes as needed. So if user require-
ments evolve during development—no 
rare event in the digital era—products can 
evolve with them.

Human-centered design, meanwhile, puts 
the user front and center when companies 
are creating new products, platforms, and 
interfaces. Like agile methodologies, such 
design involves frequent testing and feed-
back, with designers typically creating  
numerous prototypes, watching how testers 
respond, and making tweaks to better align 
with user behaviors and needs. This  
approach proves especially useful for com-
panies creating internal digital solutions 
that employees actually use—and use  
effectively. Companies that treat employ-
ee-users like customers, seeking their feed-
back on prototypes and pilots and incorpo-
rating it into new iterations, wind up with 
digital solutions that not only work, but 
work for employees.

Consider the experience of an industrial 
company that sought digital technologies to 
reduce the amount of time plant supervi- 
sors spent walking between their desks and 
the workshops. Using agile methodologies 
and human-centered design, developers cre-
ated an intuitive tablet-based app that pro-
vided, in real time, the specific KPIs that  
supervisors used to manage their teams. 
With this anywhere, anytime dashboard of 
metrics, supervisors now spend less time  
“commuting” and more time on value- 
generating tasks. Within six months of its  
initial launch, the company rolled out the 
app to several hundred users at a number  
of sites; within a year and a half of the 
launch, the app will be fully deployed to 
3,000 people. Significantly, the company has 
continually refined the app in response to 
user feedback.

Build on Existing IT Systems—
Even the Most Rigid Ones
Traditional companies often have to find 
ways to connect new digital applications to 
legacy systems that, while crucial for run-
ning the business, can be old and complex. 
Integrating them with new platforms, ser-
vices, front-ends, or sources of data is rare-
ly seamless. Compounding the challenge, 
different business units and departments 
usually have their own systems and associ-
ated data. So deploying a slick new applica-
tion—or leveraging data stored across the 
company—can become a grueling task.
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If your company is pursuing its digital am-
bitions in a legacy environment, think 
about adopting a flexible, staged approach. 
(See “Generating Value While Transform-
ing Insurers’ Legacy Technology,” BCG arti-
cle, December 2016.) That way you can 
renovate your company’s legacy IT while 
boosting its digital quotient for immediate 
value creation. In a staged approach, you 
first build the data foundations for a digital 
transformation; in effect, decoupling data 
from specific systems and sources and cre-
ating a single data layer. Using this data 
layer, you can then reimagine and auto-
mate many processes, improving the cus-
tomer journey—and experience—while 
boosting efficiency. Savvy companies will 
also make use of APIs (application pro-
gramming interfaces) and modular archi-
tecture, which enable you to integrate new 
front-ends and applications more easily.

It might take you several years, but in the 
end this process of incrementally renovat-
ing your IT landscape can result in a digi-
tal-ready environment for your company—
with minimal disruption to the business.

Today’s demand for digital talent and 
skills presents businesses with a 

unique opportunity to mobilize and repur-
pose workforces to catch the digital wave. 
Although transformation is never simple, 
many companies have accumulated vast—
and valuable—experience. They know the 
business and its processes and goals inside 
out, and this knowledge will serve them 
well as they implement change. 
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