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Learning from the leaders in digital transformation

Digital transformation is the reinvention of 
business practices to derive the maximum value 
from digital technologies such as social media, 
cloud computing, mobile technology and big data 
analytics. It is an increasingly debated topic, as 
executives watch long-established companies 
being disrupted by digital start-ups and consider 
how they might avoid the same fate. 

This report, sponsored by Accenture and 
Pegasystems, explores how companies are 
managing their digital transformation initiatives, 
their goals, drivers and challenges, and how they 
are boosting their digital capabilities. It is based 
on a global survey of 444 executives from the 
healthcare, finance and telecommunications 
industries.

The key findings are as follows: 

Companies today are spread across a spectrum 
of digitisation. Around one-third say their 
business is split evenly between digital and 
traditional practices, while 10% describe 
themselves as fully digital. Most companies say 
their digital processes are only partially integrated 
with their traditional business functions, and few 
(5%) claim to be able to present a seamless 
customer experience across channels throughout 
the purchase lifecycle. The survey reveals few 
differences in the extent of digitisation between 
industries. However, two statistically distinct 
groups do emerge that are best defined by their 
behaviour. These groups are described in this 
report as companies that are ahead of the curve, 
and those that are behind. Companies that are 
ahead of the curve tend to have made greater 
progress in digital transformation, and as a result 
have seen greater returns.

Evolving customer expectations are the most 
common driver of digital transformation, while 
companies that are ahead of the curve are also 
driven by the pace of innovation and 
competitive pressure. The growing 
sophistication of digital consumer technologies, 
such as smartphones and social media platforms, 
means that customers have high expectations for 
their digital interaction with businesses. Half of 
all survey respondents identify evolving customer 
expectations as a key driver of their digital 
transformation initiatives. However, companies 
that are identified as being ahead of the curve are 
driven by a wider range of forces. They are more 
likely to cite the pace of technological change in 
their industry and growing competitive pressure 
as drivers than those behind the curve. This shows 
that digital technology has become a 
battleground on which many companies are 
competing for dominance. 

The ability to use real-time data features 
heavily in companies’ digital transformation 
objectives. When asked which capabilities they 
hope to improve through digital transformation, 
57% of respondents identify the ability to support 
real-time transactions, more than any other 
capability. This was especially common among 
companies that are ahead of the curve. The ability 
to provide employees with real-time data on any 
device, and executives with real-time analytics, 
was also a common objective. This highlights the 
importance of information management 
capabilities in digital transformation—described 
by one executive interviewed for this report as “a 
foundational underlier” for any such initiative. 

EXECUTIVE SUMMARY
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IT executives are most likely to have a primary 
leadership role in digital transformation, but 
ahead-of-the-curve companies have a more 
diverse leadership and a higher proportion of 
chief digital officers. Over half of the survey 
respondents (52%) report that in their 
organisation, the chief information officer or chief 
technology officer holds a primary leadership role 
in digital transformation. However, this is rarely a 
one-person job, and at the majority of companies 
at least two members of senior management have 
a primary leadership role in digital 
transformation, reflecting its multi-disciplinary 
nature. Having a chief digital officer (CDO)—an 
executive with a specific remit for digital—who 
takes the lead in digital transformation is more 
prevalent among companies that are ahead of the 
curve. However, the role of the CDO is viewed as 
transitional: digital transformation may benefit 
from a dedicated leader at the beginning, but the 
need may fade as digital capabilities are 
established across the entire organisation.  

Companies that are ahead of the curve are more 
likely to have set up separate digital business 
units. Four out of ten companies (39%) identify 
finding the right organisational and governance 
model for digital transformation as one of their 
key challenges, making it one of the two most 
common challenges. The majority of companies 
have adopted a number of approaches, with the 
most common among them being a central, 
strategic initiatives unit that reports to a C-suite 
executive. However, ahead-of-the-curve 
companies are more likely to have set up distinct 
digital business units in order to introduce digital 
practices without the burden of legacy processes. 
This, again, is seen as a good way to start but an 
ultimately transitional measure, which presents 
the thorny challenge of ensuring that a digital 
culture takes roots throughout the organisation. 

Ahead-of-the-curve companies are also more 
likely to look outside the organisation to boost 
their digital capabilities. These companies are 
more likely to outsource digital processes, to 
invest in digital start-ups and to form a joint 
venture or partnership to boost their digital 
capabilities than those that are behind the curve. 
Perhaps surprisingly, they are less inclined to 
invest in their internal capabilities. But the fact 
that they are more likely to rate the digital 
transformation capabilities of their company’s 
functional departments highly suggests that they 
have started from a stronger position than those 
that are catching up. 

The ultimate aim of digital transformation 
should be the ability to adapt to any future 
digital innovation. Digital innovation shows no 
sign of abating. Just as technologies such as 
social media, mobile and cloud computing are 
being accepted as the norm, new sources of 
disruption appear on the scene—machine 
learning, virtual reality and cryptocurrencies, to 
name but a few. These will all have their own, as 
yet unpredictable, impact on organisations. The 
ultimate goal of any digital transformation should 
therefore not be any particular state, but the 
ability to transform constantly in response to the 
progress of digital technology.
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Digital Evolution: Learning from the leaders in 
digital transformation is a study conducted by The 
Economist Intelligence Unit and sponsored by 
Accenture and Pegasystems. It is based on a 
global survey of 444 executives with input and 
involvement in or familiarity with the digital 
transformation efforts at their respective 
organisations. Respondents were drawn from 
companies with US$500m or more in revenue in 
western Europe, Asia-Pacific and North America. 
They represent a mix of job functions and 
seniority levels from the finance, healthcare and 
telecommunications industries. 

Two segments were defined through self-
reported characteristics of digital transformation 
engagement. Those who described themselves as 
pioneers or leaders were deemed to be ahead of 
the curve (n=290), while those who described 
themselves as being in the middle of pack, 
followers or laggards were deemed to be behind 
the curve (n=154). While this is a subjective 
measure, the two groups were found to have 
statistically significant differences in their 
approach to digital transformation and the 
success they have achieved to date. All 
comparisons made in this report between the 
groups have been statistically tested to a 95% 
degree of confidence. 

As part of the research for this report, The 
Economist Intelligence Unit interviewed the 
following experts and practitioners: 

l Andrew Brem, chief digital officer, Aviva UK

l Blake Cahill, global head of digital and social 
marketing, Philips

l Shashank Tripathi, global head of digital 
experience, Standard Chartered 

l Professor Vijay Gurbaxani, director, Centre for 
Digital Transformation at the Paul Merage 
School of Business, University of California-
Irvine

l Justine Metz, chief marketing and products 
officer, SRS Acquiom 

l Karl-Magnus Möller, innovation leader, 
Ericsson

l R “Ray” Wang, CEO and founder, Constellation 
Research

The Economist Intelligence Unit would like to 
thank these interviewees for their time and 
insight. 

Francine McKenna, Sunmin Kim, Heidi 
D’Agostino and Peter Mousterkaski contributed to 
the research and analysis. The report was edited 
by Pete Swabey.

 

ABOUT THIS REPORT
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“Virtually every firm in every industry is being 
shaken up by the digital revolution. No chief 
executive can ignore the onslaught of mobile 
computing, big data, artificial intelligence and 
the like.”

So wrote Zanny Minton-Beddoes, editor of The 
Economist, in the magazine’s World in 2015 
report. Her statement articulated what is by now 
an inescapable truth about the current era of 
business—that the impact of digital technology is 
high on the management agenda, and not just for 
executives from technology-related departments. 

And while companies were once content to wait 
and see what impact the Internet might have on 
their business, there is now a broad consensus 
that processes and practices must be radically 
transformed to capitalise fully on digital 
technology. This ranges from re-engineering 
marketing processes to be able to act on real-time 
insights from social networks, to embedding 
digital sensors into products in order to track 
their use and delivery, to using location data from 
customers’ mobile devices to improve customer 
service, and much more besides. 

Today, companies are spread along a 
continuum of digitisation. Just over one-third of 
survey respondents (36%) report that their 
business is split evenly between digital and 
traditional practices. Only 10% say their company 
is fully digitised, and even fewer (7%) say they are 
fully traditional. 

Interestingly, the extent of digitisation does 
not differ significantly between the industries 
included in this study—these proportions were 
roughly consistent across telecommunications, 
healthcare and financial services companies. 

Meanwhile, companies have made more 
progress digitising some areas of their business 
than others. For example, 32% of respondents say 

their company offers its customers a “seamless” 
experience across all digital and traditional 
channels—meaning that they receive a consistent 
and continuous service however they interact with 
the company—during the pre-purchase phase of 
the customer journey. But that proportion drops 
to 22% during the purchase itself, and to just 15% 
after the purchase has been made.

Similarly, 33% report that they have “fully 
integrated” their digital marketing capabilities 
with their other customer-facing processes, but 
only 18% have fully integrated those processes 
with their back-office systems. 

Again, the seamlessness of the customer 
experience and the integration of digital 
processes do not vary significantly between 
industries. Instead, companies that are more 
advanced in digitisation are best defined by their 
behaviour. 

When asked how their organisation compares 
with its peers in terms of digital transformation, 
two-thirds of respondents say they are “pioneers” 
or “leaders”, as opposed to laggards, followers or 
in the middle of the pack. 

And while this is a subjective measure, 
respondents who describe themselves as pioneers 
or leaders—henceforth described as being “ahead 
of the curve”—are consistently and significantly 
more advanced on this study’s measures of digital 
transformation than the remainder—described as 
being “behind the curve” (see chart 1). 

For example, more than twice as many 
companies that are ahead of the curve say 80% or 
more of their business has been digitised than 
those that are behind it (see chart 2). Looking to 
the future, three times as many companies that 
are ahead of the curve expect to be 100% digitally 
enabled in five years’ time than those behind the 
curve. 

THE STATE OF DIGITAL TRANSFORMATION1
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Furthermore, companies that are ahead of the 
curve are significantly more likely both to present 
a seamless, omnichannel customer experience 
and to have integrated their digital processes into 
other functions of the business. For example, 41% 
say they have achieved a seamless customer 
experience at the pre-purchase phase, compared 
with just 14% of those who are behind the curve 

(see chart 3).
Lastly, these more advanced companies have 

had more success in integrating their digital 
processes into other functions of the business. 
Just under three in ten (28%) have “fully” 
integrated their digital financial processes into 
their back-office functions to support real-time 
decision-making, compared with just one in ten 

Source: Economist Intelligence Unit survey

CHART 2: The continuum of digitisation today 

What proportion of your business is digitally �driven or enabled today?�
(% of all respondents)

Ahead of the curve             Behind the curve

100% traditional
business

80% traditional and
20% digital

Evenly split digital
and traditional

80% digital and
20% traditional

100% digital
business

0

5

10

15

20

25

30

35

40

CHART 1: How companies ahead and behind the curve differ on key measures 

(% of respondents) Behind  
the curve

Ahead of  
the curve

Goals and drivers

Enabling real-time transactions is a top priority 46% 65%

Maintaining or achieving market leadership is a primary goal 36% 55%

Disrupting our core business before it is disrupted by others is a primary goal 19% 34%

Rapidly changing competitive dynamics are a driver 37% 49%

New technologies accelerating the pace of change in our industry is a driver 32% 50%

Leadership and organisational approach 

Two or more executives are involved in leading digital transformation 49% 65%

Have built a digital business that is separate from our traditional business 16% 42%

Have outsourced digital processes to third parties 38% 51%

Outcomes

Seamless omni-channel experience at one or more phase of the customer journey 26% 62%

Digital processes of at least one kind are fully integrated into other processes 40% 80%

Source: Economist Intelligence Unit survey
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Source: Economist Intelligence Unit survey

CHART 3: Ahead-of-the-curve companies are more likely to rate their omnichannel customer experience as 
seamless during every phase of the customer journey

How would you rate your organisation’s ability to coordinate its interactions with customers across 
channels at the various stages of the customer journey?��
(% of respondents who answer ‘Seamless’)

Ahead of the curve            Behind the curve

Pre-purchase phase Purchase phase Post-purchase phase

41

14

28

11

20

7

among the behind-the-curve companies. The 
same proportion of companies who are ahead of 
the curve (28%) have fully integrated digital 
supply-chain processes with other operations and 
back-office systems, versus 12% of those behind 
the curve (see chart 4).

On top of this, ahead-of-the-curve companies 
have made more progress towards achieving the 
desired outcomes of their digital transformation 
initiatives. And they are significantly more likely 

to have derived greater than their expected value 
from almost all of their digital technology 
investments. 

Charting the organisational practices and 
strategies adopted by companies in this 
statistically significant grouping allows us to 
identify how the best-performing companies have 
been able to get ahead of the curve in digital 
transformation.

Source: Economist Intelligence Unit survey

CHART 4: They are also more likely to have “fully” integrated their digital processes into other 
functions of the business 

To what extent has your organisation integrated its digital processes across different 
parts of the organisation?
(% of respondents who answer ‘Fully’) Ahead of the curve

Behind the curve

Our digital marketing with our
 customer facing processes

Our various customer facing digital processes
 into a seamless digital customer experience

Our digital supply chain processes with other operations and 
back-office systems for a real-time supply chain experience

Our digital financial processes with other
 back-office systems for real-time decision-making

Our sales and on boarding processes
 with our customer facing processes

Our customer facing digital processes with our back-office 
systems for a consistent digital customer experience

 40
 19

 35
 10

 28
 12

 28
 10

 27
 10

 22
 12
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In many eyes, the need to digisitise is self-
evident. For Philips, the Dutch electronics, 
healthcare and lighting concern, the main driver 
for digital transformation is simply to preserve the 
longevity of the company. “We’ve been around for 
124 years, and we want to be around for the next 
124,” says Blake Cahill, global head of digital and 
social marketing at Philips. “You won’t even be a 
business in 2025 if you don’t digitise.”

But “digital” is a nebulous term. It is used to 
describe a broad category of technologies, all 
loosely related to the Internet, and the 
behaviours and business practices they enable. 
Executives could therefore be forgiven for feeling 
unsure about what, precisely, the phrase implies. 

Looking at the drivers behind digital 
transformation—the goals that companies are 
pursuing through it and the functional outputs 
they are prioritising—reveals a clearer picture of 
the digital agenda. It also shows that companies 
that are ahead of the curve have a more ambitious, 
even aggressive, approach to digitisation. 

The top driver of digital transformation for the 
whole sample is “evolving customer needs and 
expectations”, as indicated by 50% of 
respondents. This reflects the high standard of 
digital experiences that have been set by online 
giants such as Amazon, Google and Facebook, and 
against which all companies are now judged. 

“The number-one driver [for digital 
transformation] is customer needs and 
behaviour,” confirms Andrew Brem, chief digital 
officer at Aviva, a UK insurance provider. “Today, 
customers want a simple, engaging, easy way to 
deal with their insurance company. They want to 
interact whenever and however they want and 
need to, and we, as a digital company, need to be 
able to answer those needs.”

For Aviva, this means building on some 
“pockets of excellence” within the organisation, 
such as its MyAviva app that allows companies to 
manage all their policies in one place, to provide a 
consistent digital experience across all channels, 
according to Mr Brem.

THE DRIVERS OF DIGITAL TRANSFORMATION2

Source: Economist Intelligence Unit survey

CHART 5: Evolving customer expectations are the most common drivers of digital transformation overall, but 
companies ahead of the curve cite competitive pressure and new technologies as bigger drivers

What are the key drivers behind your �organisation’s digital transformation? ��
(% of respondents) Ahead of the curve

Behind the curve

New technologies accelerating the pace of change in our industry

Rapidly changing competitive dynamics

Evolving customer needs and expectations

Growth opportunities in existing and new markets

Demand for better and more accessible real-time information

Evolving partnerships operating model

Relentless pressure to reduce costs

Changes in regulatory and compliance requirements

 50
 32

 49
 37

 47
 57

 38
 32

 35
 38

 30
 14

 10
 19

3
 14

❛❛ 
Customers want 
to interact 
whenever and 
however they 
want and need to, 
and we, as a 
digital company, 
need to be able to 
answer those 
needs.
❜❜
Andrew Brem 
Chief digital officer 
Aviva
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However, companies that are ahead of the curve 
are also motivated by technological change within 
their industry and growing competitive pressure. 
They are more likely to cite new technologies 
accelerating the pace of change in their industry 
(50% versus 32%) and rapidly changing 
competitive dynamics (49% versus 37%) as key 
drivers (see chart 5). This shows that the 
organisations that have made the most progress in 
digital transformation are the ones that have 
responded aggressively to changes in their 
competitive landscape and see them as an 
opportunity to seize advantage. By contrast, 
behind-the-curve companies are more likely to cite 
cost pressure and regulatory compliance as drivers, 
which suggests a more inward-facing focus. 

This more aggressive approach among leading-
edge companies is also revealed in the 
organisational goals of their digital 
transformation initiatives.

Improving customer satisfaction, loyalty and 
retention is the top goal across the whole sample, 
cited by 53%, followed closely by improving 
operational efficiency (52%). But companies 
ahead of the curve are significantly more likely to 
cite maintaining or achieving market leadership 
in their industry (55% versus 36%) as a primary 

goal, and they are almost twice as likely to 
identify disrupting their core business before it is 
disrupted by others (34% versus 19%) as such 
(see chart 6). 

In short, digital transformation is a mechanism 
by which many companies are choosing to beat 
their competitors. 

R “Ray” Wang, CEO and founder of analyst firm 
Constellation Research and author of Digital 
Disruption, confirms that many organisations are 
being driven towards digital transformation by 
fear of disruption by new competitors in their 
market. “The driver [for digital transformation] 
should be growth and supporting the brand 
mission,” he says. “But this fear of non-
traditional competitors, and an awareness of the 
fact that almost everybody needs to have digital 
transformation on their agenda, is causing a lot of 
worry.”

This fear is not entirely misplaced, he adds. 
“Things are moving so fast, companies that have 
been built over 100 years are disappearing. In the 
1950s the average age of a company in the 
Standard & Poor’s index was about 60 years. It’s 
trending towards 15 years now, and we think it’s 
going to be about 12 years by 2020. Digital 
Darwinism is unkind to those who wait.”

Source: Economist Intelligence Unit survey

CHART 6: The majority of companies that are ahead of the curve cite market leadership as the primary goal of 
their digital initiatives  

What is the primary goal for your organisation’s digital transformation?  ��
(% of respondents) Ahead of the curve

Behind the curve

Maintain or achieve market leadership in our industry

Improve customer satisfaction, loyalty and retention

Improve operational efficiency

Complement or diversify our core business

Disrupt our core business before it is disrupted by others

Enhance or demonstrate our ability to innovate

Strengthen regulatory compliance and ability to manage risk

 55
 36

 53
 54

 51
 55

 39
 33

 34
 19

 17
 21

 9
 18

❛❛ 
Things are 
moving so fast, 
companies that 
have been built 
over 100 years 
are disappearing. 
Digital 
Darwinisim is 
unkind to those 
who wait.  
❜❜
R “Ray” Wang 
CEO and founder 
Constellation Research
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Every transformation needs a vision, an ideal 
state towards which the business is working. That 
end goal will be different for every organisation, 
but there are some common characteristics to 
which companies often aspire. Better use of and 
access to data, especially real-time data, features 
heavily in their ambitions.The acceleration of 
information flows, in interactions both with 
customers and internally within the organisation, 
is evidently a core ambition of digital 
transformation. 

When asked which capabilities they are 
prioritising in their digital transformation 
initiatives, 57% of respondents overall identify 
“enabling real-time transactions” as a top 

priority, more than any other option. This is an 
especially common priority among companies that 
are ahead of the curve (65% versus 46% behind 
the curve—see chart 7).  

Furthermore, over one-third (34%) cite 
providing employees with real-time information 
from any device as a top priority, and 32% identify 
providing management with real-time decision-
making information.

Real-time data also play a part in personalising 
the customer experience and gaining new insights 
into customers’ behaviour, both of which are 
considered a top priority for digital 
transformation by 30% of respondents. 

DATA AND THE MOVE TO REAL-TIME 
BUSINESS3

Source: Economist Intelligence Unit survey

CHART 7: Enabling real-time transactions is the most common top priority for digital 
transformation, especially among companies that are ahead of the curve 

How would you rate the relative priority of enhancing the following business 
capabilities through digital transformation?�  ��
(% of respondents who answer ‘Top priority’)

Ahead of the curve
Behind the curve

Enabling real-time transactions

Improving the efficiency of operations

Acquiring new customers

Providing employees access to real-time information from any device

Creating new sales channels

Improving compliance and mitigation of risks

Providing management with real-time decision-making information

Delivering new outcomes for our customers

Gaining new insights on our customers’ behaviour

Personalising the customer experience

Interacting with our customers and/or their devices

Improving collaboration/co-innovation with our partners

Accelerating product development/innovation

Involving customers in product development

 65
 46

 47
 59

 39
 47

 39
 27

 37
 34

 35
 37

 32
 36

 30
 31

 30
 32

 30
 31

 29
 29

 27
 25

 26
 24

 25
 20
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At Philips, real-time data have in a short time 
become a critical component of the company’s 
marketing activities. “Even two years ago, we 
would post a campaign and wait for the results a 
few months later,” explains Mr Cahill. “Now we’re 
getting campaign performance data on a daily and 
hourly basis. That helps us optimise our 
campaigns in real time, which in turn has allowed 
double-digit optmisation of our media spend.”

This is just one of many ways in which Philips is 
using real-time data, he adds. The company is also 
increasingly incorporating digital sensors into its 
products and introducing real-time performance 
monitoring and optimisation. 

All of this has been entirely enabled by the 
establishment of an information management 
centre of excellence, Mr Cahill explains. “We 
created an information management unit as a 
stand-alone business. It is a single entity that has 
ultimate oversight of data quality and duplication 
for the whole organisation, and it owns our 
advanced analytics capabilities.” 

Mr Cahill believes that developing information 
management capabilities should be a 

fundamental component of any digital 
transformation. “It’s a foundational underlier for 
any company that wants to undergo this 
transformation,” he says. 

Respondents generally believe that they are 
making good progress in improving their use of 
data. For example, 39% say they have made 
strong progress in enabling real-time transactions 
as a result of their digital transformation, a higher 
proportion than any other capability. 

Meanwhile, one in five respondents report that 
the value being delivered by their investment in 
big data and analytics is greater than expected, 
behind only social media and mobile technology. 
As with all digital technologies (with the 
exception of industry-specific digital platforms), 
companies that are ahead of the curve are 
significantly more likely to have derived greater-
than-expected value from these investments than 
those behind the curve (see chart 8). 

Still, even those companies that are ahead of 
the curve will need to continually improve their 
information management practices as the vision 
of becoming a real-time business nears reality.

Source: Economist Intelligence Unit survey

CHART 8: Companies that are ahead of the curve are signficantly more likely to receive 
greater-than-expected value from their digital technology investments

Are your current digital technology investments delivering the expected business value? �  ��
(% of respondents who answer ‘Exceeding expected value’) Ahead of the curve

Behind the curve

Social media

Mobile computing

Big data and analytics

Electronic payments and settlement

Infrastructure as a service

Software as a service (SaaS)

Platform as a service

Intelligent software (ie, predictive, adaptive, self-learning)

Industry specific digital platforms (eg, Amazon Retail)

Geolocation

Internet of things (RFID, sensors, wearables)

 33
 13

 32
 7

 25
 12

 22
 7

 21
 10

 20
 9

 19
 9

 19
 8

 19
 14

 18
 8

 17
 10
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There has been much debate around who in the 
executive suite should lead digital transformation. 
Should it be the CIO, with his or her experience 
and understanding of technology? Should it be the 
CEO, to give the transformation the highest 
possible mandate? Or should a new C-suite 
member, the chief digital officer (CDO), be brought 
on board to oversee digital transformation? 

This study reveals that leading digital 
transformation is rarely a one-person job. When 
asked which executives have primary leadership of 
digital transformation, the majority of 
respondents (59%) identify at least two C-suite 
positions. This shared C-level ownership is 

especially common among companies that are 
ahead of the curve (65% versus 49% behind the 
curve—see chart 9). 

The C-suite role most commonly identified as 
having primary leadership of digital 
transformation is the chief information officer or 
the chief technology officer, as selected by 52% of 
respondents. This is followed by the CEO, with 
37%, and the chief operating officer (28%). 

Only 21% of respondents report that a chief 
digital officer leads their transformation 
initiatives. However, CDOs leading digital 
transformation are significantly more common 
among ahead-of-the-curve companies. 

LEADERSHIP AND IMPLEMENTATION4

Source: Economist Intelligence Unit survey

CHART 9: Leadership and governance of digital transformation are shared by at least two 
executives at the majority of companies that are ahead of the curve 

Ahead of the curve 

One C-level executive participates in governance
Two or more C-level executives participate in governance 

One C-level executive has primary leadership
Two or more C-level executives have primary leadership

Ahead of the curve 

(% of respondents)

(% of respondents)

35
49 51

60
40

65

27

73
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In Mr Wang’s view the CDO role is transitional. 
“As with any big transformational project, it’s 
good to have a leader in the beginning, and a CDO 
is a great way to get started,” he says. “But if you 
still have a CDO in 3-5 years, your company has 
seriously gone down the wrong path.”

Instead, he says, every other executive must 
become more digitally savvy. “What we should 
have [in 3-5 years] is more digitally enabled CFOs 
who understand the dynamics of subscription 
business models. We need HR directors who 
understand that you need to employ both 
right-brained and left-brained people, and CIOs 
who understand how technology is shifting 
quickly. And we should have CEOs and people on 
the board who understand that you need to take 
risks, and have the margin to fail.” In other 
words, as digital transformation progresses, every 
C-suite office must eventually become digital. 

In the meantime, many companies are 
struggling to find the right organisational 
approach to implementing their digital 
transformation. “Establishing the right 
organisational and governance model” for digital 

transformation is identified by 39% of 
respondents as one of their key challenges, 
making it as much of a challenge as “evolving our 
company culture”.  

The majority of companies (69%) report that at 
least two C-suite executives are involved in the 
governance of digital transformation. This is 
especially true of companies that are ahead of the 
curve (73% versus 60% behind the curve). 

At Philips, digital transformation is overseen 
by both a digital policy board, which includes the 
CEO and the heads of marketing, IT and strategy, 
and a governing body that meets every month. 
“The governing body serves as a place to unblock 
logjams,” explains Mr Cahill. 

As for the operating model, 45% of companies 
have created a central strategic initiatives unit 
that reports to a C-level executive, the most 
common approach across the whole sample. But 
companies that are ahead of the curve are 
substantially more likely to have created a new 
digital unit in which to build and incubate new 
processes and business lines (41% versus 27% 
behind the curve—see chart 10)

Source: Economist Intelligence Unit survey

CHART 10: Ahead-of-the-curve companies are more likely to have established a separate digital business unit

How are your organisation’s digital transformation initiatives managed and executed?  ��
(% of respondents) Ahead of the curve

Behind the curve

By a central strategic-initiatives unit that reports to a C-level executive

By a new business unit specifically created for digital businesses and initiatives

By a central project management office

By external consultants or providers

By individual business units

By an innovation lab

 45
 44

 41
 27

 38
 35

 38
 25

 37
 33

 7
 9
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Digital business relies on a broad range of 
capabilities that are new to many organisations. 
These capabilities range from highly technical 
skills, such as mobile application development 
and big data analytics, to more creative and 
“softer” skills, such as user experience design and 
effective communication via social media. 

Boosting the available digital capabilities, 
whether internally or externally, is therefore a 
vital part of any digital transformation. Indeed, 
30% of survey respondents identify finding or 
developing the necessary talent as one of the key 
challenges to their digital transformation 
initiative.

Interestingly, companies that are ahead of the 
curve are more inclined to look outside the 
organisation in order to build these capabilities. 
They are more likely to outsource digital 
processes, to invest in digital start-ups and to 
pursue partnerships or joint ventures to boost 
their digital capabilities (see chart 11). They are 
also more likely to take these measures in the 
next three years. 

Interestingly, companies that are ahead of the 
curve are substantially less likely to invest in their 

internal capabilities. This may seem 
counterintuitive at first: the success of digital 
transformation surely relies on having strong 
digital capabilities in-house. 

Indeed, it is essential, says Mr Cahill of Philips. 
“Until a few years ago, unless you were a software 
company, you would use partners and a lot of 
agencies [to access digital capabilities],” he 
explains. “About 30 months ago, we did a time 
out and decided, no, this is DNA we need inside 
our company. You can’t outsource the customer. 
Digital needs to be built into how you design 
products, so we’ve moved a lot of the things we’ve 
outsourced, such as marketing software 
developers, back inside.”

The company has introduced a digital training 
initiative across the entire organisation that 
covers skills such as social marketing and search-
engine optimisation. Around 31,000 of the 
company’s employees—roughly one-third—have 
taken part. 

 However, respondents from companies that 
are ahead of the curve are more confident in the 
capabilities of the business units within their 
organisation. Not only are they more likely to view 

BOOSTING DIGITAL CAPABILITIES5

Source: Economist Intelligence Unit survey

CHART 11: Companies that are ahead of the curve are more likely to look outside the organisation 
to boost capabilities 

Which of the following have you undertaken to boost your digital capabilities?  ��
(% of respondents) Ahead of the curve

Behind the curve

Outsourcing of digital processes to third parties

Investing in digital start-ups

Partnerships or joint ventures

Investing in internal capabilities

Mergers or acquisitions

None of the above

 51
 38

 48
 16

 38
 25

 35
 53

 31
 12

 4
 12

❛❛ 
You can’t 
outsource the 
customer.
Digital needs to 
be built into how 
you design 
products, so 
we’ve moved a lot 
of the things 
we’ve outsourced 
back inside.
❜❜
Blake Cahill 
Global head of digital and 
social marketing  
Philips
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departments such as HR, finance and procurement 
as having a key leadership role in digital 
transformation, they are also more likely to 
describe most departments as having “strong” 
capabilities to fulfil their role (see chart 12). 

These findings suggest that leading companies 
start off with stronger resources—both human 
and technological—to digitise business processes, 
and hence require less investment in those 
resources.

Source: Economist Intelligence Unit survey

CHART 12: Companies which are ahead of the curve are more likely to describe the digital 
capabilities of most departments in their organisation as “strong”

How would you rate the capabilities your different corporate functions have to fulfill 
their role in digital transformation? �  ��
(% of respondents who answer ‘Strong’)

Ahead of the curve
Behind the curve

General management

Finance

IT

Operations and production

Customer service

Sales/Business development

Marketing/Communications

Risk/Security/Compliance

Human resources

Procurement/Supply-chain management

 50
 22

 43
 22

 41
 32

 31
 18

 31
 13

 31
 16

 29
 22

 26
 14

 23
 9

 20
 11
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This study illustrates how companies differ in their 
approach to digital transformation, and how 
those that are ahead of the curve are statistically 
more likely to have achieved 80%+ digitisation, to 
have integrated digital processes with their 
back-office infrastructure, and to have the ability 
to present a seamless experience throughout the 
customer journey. 

These achievements may be attributed to the 
different organisational approaches these 
companies take to digital transformation. First, 
their outlook is different—ahead-of-the-curve 
companies see digital transformation more 
strategically, as a response to the acceleration of 
technological change and the growing pressure 
from competitors in addition to evolving customer 
expectations. This balance of three key drivers 
helps to explain the urgency that has driven them 
to transform more of their business, on average. 
These companies also draw on a broader range of 
executive leadership, recognising that digital 
transformation requires the participation of many 
departments, although perhaps not all to the same 
degree. They are more likely to have taken specific 
measures in the pursuit of digital transformation, 
such as appointing a chief digital officer or 
establishing a dedicated digital business. And they 
are more likely to look outside the organisation to 
partners and start-ups to boost their capabilities. 

Companies that are still planning their digital 
transformation should therefore consider all of 
these approaches as they prepare their first steps 
on this journey. But it is a journey, and even those 
companies that are ahead of the curve still have a 
long way to go. 

For one thing, the strategies adopted by 
companies that are ahead of the curve present 
their own challenges. In particular, the practice of 
establishing a separate digital business unit in 
order to transform the wider organisation is 
almost paradoxical. While it allows companies to 
experiment with new technologies, new business 
models and even new products and services 
without the drag of legacy practices, it essentially 
shifts the challenge further down the line, when 
those new practices must be integrated into the 
wider organisation. 

Similarly, the appointment of a dedicated chief 
digital officer may lead other executives to view 
digital business as being outside their remit, or 
someone else’s problem. As we have seen, 
though, successful digital transformation in fact 
requires engagement across the C-suite. One of 
the most important jobs for any CDO is therefore 
to foster collaboration and knowledge exchange 
across departments.

Beyond the immediate challenges, however, 
lies the inescapable truth that digital innovation 
shows no sign of abating. As social media, cloud 
computing, mobile and big data become the 
norm, other technologies, such as machine 
learning, virtual reality and cryptocurrencies, are 
emerging as new sources of disruption. 

The end goal of any digital transformation 
should therefore not be a steady state, but an 
organisational structure and culture that can 
adapt to and accommodate the business 
implications of any new source of digital 
innovation. The aim of digital transformation, in 
other words, is never to stop transforming. 

CONCLUSION6
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Percentages may not 
add to 100% owing to 
rounding or the ability 
of respondents to 
choose multiple 
responses.

How would you describe your organisation’s current state of digital transformation? 
Please select one.  
(% respondents)

Developing/starting to develop our digital transformation strategy 

Developed our high-level digital transformation strategy, but have not started implementing yet 

Starting to implement our digital transformation 

Transformed up to half of our business practices 

Transformed more than half of our business practices

 31

 27

 26

 7

 8

What is the primary goal for your organisation’s digital transformation? 
Please select up to three. 
(% respondents)

Improve customer satisfaction, loyalty and retention

Improve operational efficiency 

Maintain or achieve market leadership in our industry

Complement or diversify our core business 

Disrupt our core business before it is disrupted by others

Enhance or demonstrate our ability to innovate

Strengthen regulatory compliance and ability to manage risk

 53

 52

 48

 37

 29

 19

 12

APPENDIX: SURVEY RESULTS
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What are the key drivers behind your organisation’s digital transformation? 
Please select up to three. 
(% respondents)

Evolving customer needs and expectations

Rapidly changing competitive dynamics

New technologies accelerating the pace of change in our industry

Growth opportunities in existing and new markets

Demand for better and more accessible real-time information

Evolving partnerships operating model

Relentless pressure to reduce costs

Changes in regulatory and compliance requirements

 50

 45

 43

 36

 36

 25

 13

 7

What are the key challenges your organisation is facing with its digital transformation? 
Please select up to three. 
(% respondents)

Establishing the right organisational and governance model 

Evolving our corporate culture

Funding the necessary investments

Finding or developing the necessary talent

Keeping up with the pace of technological change

Lack of executive sponsorship 

Quantifying the return on digital investments 

Lack of leadership vision

Evaluating the security risks

Other

 39

 39

 35

 30

 30

 28

 17

 16

 12

   1

How would you rate your organisation against peers and competitors in your industry as it relates 
to digital transformation? 
Please select one. 
(% respondents)

Leader: ahead of most of our peers and competitors in digital transformation

Middle of the pack: generally keeping up with the industry

Pioneer: a clear leader in digital innovation and transformation

Follower: trailing most of our peers and competitors

Laggard: well behind most of our peers in digital transformation

 44

 29

 21

 5

  1
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Which executive(s) has or have primary leadership of your organisation’s digital transformation 
strategy and initiatives today? 
Please select all that apply.
(% respondents)

Chairman/Board of directors

Chief Executive Officer

Chief Information Officer/Chief Technology Officer

Chief Operating Officer

Chief Marketing Officer 

Chief Financial Officer

Chief Digital Officer 

Heads of business units

“Self-starters” within the organisation

 24

 37

 52

 28

 16

 17

 21

 20

 4

Which executives do you think should have primary leadership of your organisation’s digital transformation 
strategy and initiatives in three years? 
Please select all that apply.
(% respondents)

Chairman/Board of directors

Chief Executive Officer

Chief Information Officer/Chief Technology Officer

Chief Operating Officer

Chief Marketing Officer 

Chief Financial Officer

Chief Digital Officer 

Heads of business units

“Self-starters” within the organisation

 25

 41

 48

 26

 19

 17

 27

 22

 6

0
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How are your organisation’s digital transformation initiatives managed and executed? 
Please select all that apply. 
(% respondents)

By a central strategic-initiatives unit that reports to a C-level executive

By a central project management office

By a new business unit specifically created for digital businesses and initiatives 

By individual business units

By external consultants or providers

By an innovation lab

By grass-roots innovation and efforts by individuals or groups of employees

 45

 37

 36

 35

 33

 23

 8

Who participates in the governance of your digital transformation? 
Please select all that apply. 
(% respondents)

Chief Executive Officer

Chief Information Officer/Chief Technology Officer

Chief Operating Officer

Chief Marketing Officer 

Chief Financial Officer

Chief Digital Officer 

Heads of business units

Innovation Lab/R&D

Key ecosystem partners

Key customers

 32

 55

 36

 23

 24

 24

 29

 7

 3

 3

Which of the following best describes how your digital business will operate within your organisation? 
(% respondents)

We are integrating digital business talent and processes into our traditional business 

We are building a digital business that is separate from our traditional business

We are building a digital business that will eventually displace our traditional business

 61

 33

 7
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Top 
priority

Secondary 
priority

Not a priority Don’t know/
Not applicable

Enabling real-time transactions  

Improving the efficiency of operations 

Improving collaboration/co-innovation  with our partners 

Providing management with real-time  decision-making information  

Providing employees access to real-time  information from any device 

Improving compliance and mitigation of risks  

Creating new sales channels 

Acquiring new customers  

Gaining new insights on our customers’ behaviour 

Personalising the customer experience 

Delivering new outcomes for our customers 

Interacting with our customers and/or their devices

Involving customers in product development   

Accelerating product development/innovation 

How would you rate the relative priority of enhancing the following business capabilities through 
digital transformation? 
(% respondents) 

 57 33 8 2

 50 35 14 1

 25 56 18 1

 32 44 22 2

 34 45 18 3

 35 44 18 4

 36 38 23 4

 41 40 16 3

 30 51 17 2

 30 44 23 3

 30 45 21 3

 29 50 19 2

 23 48 26 4

 25 55 17 3
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Less than 10% benefit 
improvement

Between 10% and 20% 
benefit improvement

More than 20% benefit 
improvement

Don’t know/
Not applicable

Enabling real-time transactions  

Improving the efficiency of operations 

Improving collaboration/co-innovation  with our partners 

Providing management with real-time  decision-making information  

Providing employees access to real-time  information from any device 

Improving compliance and mitigation of risks  

Creating new sales channels 

Acquiring new customers  

Gaining new insights on our customers’ behaviour 

Personalising the customer experience 

Delivering new outcomes for our customers 

Interacting with our customers and/or their devices

Involving customers in product development   

Accelerating product development/innovation 

For each of your top-priority business capabilities, what level of benefit improvement do you expect to 
achieve as a result of your digital transformation investment? 
(% respondents) 

 35 45 20 1

 21 51 27 1

 15 56 26 4

 19 51 27 3

 21 48 29 2

 16 49 31 4

 19 51 27 3

 20 53 24 3

 20 51 25 5

 17 48 30 5

 19 51 26 5

 18 54 25 3

 25 56 16 3

 17 48 32 3
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Strong 
progress

Moderate 
progress

Weak 
progress

Don’t know/
Not applicable

Enabling real-time transactions  

Improving the efficiency of operations 

Improving collaboration/co-innovation  with our partners 

Providing management with real-time  decision-making information  

Providing employees access to real-time  information from any device 

Improving compliance and mitigation of risks  

Creating new sales channels 

Acquiring new customers  

Gaining new insights on our customers’ behaviour 

Personalising the customer experience 

Delivering new outcomes for our customers 

Interacting with our customers and/or their devices

Involving customers in product development   

Accelerating product development/innovation 

How would you rate the level of progress your organisation has made so far with its digital transformation 
of your top-priority business capabilities? 
(% respondents) 

 39 54 6 1

 32 56 11 1

 38 46 15 1

 33 52 13 1

 37 51 11 1

 35 49 14 1

 33 51 15 1

 28 53 18 1

 32 47 18 2

 28 50 20 2

 29 50 19 2

 31 52 16 2

 29 55 12 4

 25 60 15 1

Very important—has 
key leadership role

Somewhat important— 
makes significant 
contributions

Less important—has to 
follow and execute

Don’t know/
Not applicable

General management

Finance

Sales/Business development

Marketing/Communications

IT

Operations and production

Customer service

Risk/Security/Compliance

Procurement/Supply-chain management

Human resources

How would you rate the importance of the role your different corporate functions need to play to ensure 
the success of your organisations digital transformation? 
(% respondents) 

 43 50 6 1

 40 39 20 1

 34 46 19 1

 31 48 19 1

 49 42 9

 36 48 15 2

 30 52 16 2

 29 51 19 2

 19 54 24 3

 18 48 31 2
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Strong—have all key 
capabilities needed

Moderate—need to 
strengthen some 
capabilities

Poor—missing critical 
capabilities

Don’t know/
Not applicable

General management

Finance

Sales/Business development

Marketing/Communications

IT

Operations and production

Customer service

Risk/Security/Compliance

Procurement/Supply-chain management

Human resources

How would you rate the capabilities (eg, tools, talent) your different corporate functions have to fulfill 
their role in your organisations digital transformation? 
(% respondents) 

 41 51 8 1

 36 43 19 2

 26 53 20 1

 27 54 17 2

 38 53 8 1

 27 55 16 1

 26 53 19 2

 22 56 19 2

 17 62 17 4

 19 56 22 4

Seamless 
omni-channel 
experience

Somewhat coordinated 
omni-channel 
experience

Poorly coordinated 
omni-channel 
experience

No omni-channel 
experience

Don’t know/
Not applicable

Pre-purchase phase (ie, when they discover, research, compare and decide to purchase your products and services)

Purchase phase (ie, when they select, order and pay for your products and services)

Post-purchase phase (ie, when they receive, utilise and troubleshoot your products and services)

How would you rate your organisation’s ability to coordinate its interactions with customers across channels 
(an “omni-channel” or “multi-channel” experience)?  
(% respondents) 

 32 49 12 3 4

 22 40 30 3 4

 16 55 21 4 5

Fully integrated Integration in 
progress

Considering Will remain 
siloed

Our various customer facing digital processes into a seamless digital customer experience 

Our digital marketing with our customer facing processes 

Our sales and on boarding processes with our customer facing processes 

Our customer facing digital processes with our back-office systems for a consistent digital customer experience 

Our digital supply chain processes with other operations and back-office systems for a real-time supply chain experience

Our digital financial processes with other back-office systems for real-time decision-making

To what extent has your organisation integrated its digital processes across different parts of the organisation? 
(% respondents) 

 26 57 14 2

 33 43 22 2

 21 54 23 3

 18 52 26 3

 23 48 26 4

 22 53 22 3
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Exceeding 
expected value

Expected value Some value Underperforming Not applicable

Mobile computing 

Social media 

Big data and analytics 

Intelligent software (ie, predictive, adaptive, self-learning) 

Software as a service (SaaS) 

Platform as a service 

Infrastructure as a service 

Industry specific digital platforms (eg, Amazon Retail) 

Geolocation 

Internet of things (RFID, sensors, wearables) 

Electronic payments and settlement 

Are your current digital technology investments delivering the expected business value 
(eg, better customer experience, operations efficiency, real time insights)?  
(% respondents) 

 24 48 20 5 3

 26 34 27 10 3

 21 39 30 7 3

 16 39 33 8 5

 16 43 30 6 6

 16 41 29 9 6

 17 43 27 8 5

 17 40 26 7 10

 15 41 27 7 11

 14 37 30 7 12

 17 44 30 6 3

What proportion of the budget you control is assigned to the planning and execution of digital 
transformation initiatives now? 
(% respondents)

Less than 3%

Between 3% and 5%

Between 5% and 10%

Between 10% and 20%

More than 20%

Not from my budget

Currently funded from reallocated savings from another initiative

Don’t know

 8

 23

 37

 18

 7

 5

0

 2
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What proportion of the budget you control will be assigned to the planning and execution of 
digital transformation initiatives in three years time in your estimation? 
(% respondents)

Less than 3%

Between 3% and 5%

Between 5% and 10%

Between 10% and 20%

More than 20%

Not from my budget

Currently funded from reallocated savings from another initiative

Don’t know

 3

 17

 32

 28

 11

 6

0

 2

Which of the following have you undertaken to boost your digital capabilities?
Select all that apply. 
(% respondents)

Mergers or acquisitions

Outsourcing of digital processes to third parties

Investing in digital start-ups

Partnerships or joint ventures

Investing in internal capabilities

 26

 50

 40

 36

 44

Which do you plan to undertake in the next three years?
Select all that apply. 
(% respondents)

Mergers or acquisitions

Outsourcing of digital processes to third parties

Investing in digital start-ups

Partnerships or joint ventures

Investing in internal capabilities

 28

 47

 40

 47

 46

100% digital 
business

80% digital and 
20% traditional

"Evenly split digital 
and traditional"

80% traditional 
and 20% digital

100% traditional 
business

Today

Five years

What proportion of your business is digitally driven or enabled today vs in five years? 
Please select one in each column that is closest to your organisation’s experience.  
(% respondents) 

 10 25 36 23 7

 23 45 22 7 3
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Western Europe

Asia-Pacific

North America

In which region are you based?
(% respondents)

 43

 32

 25

I am involved with developing or executing digital 
transformation at my organisation

I have input on decisions regarding developing or executing digital 
transformation at my organisation

I am familiar with the development or execution of digital 
transformation at my organisation

Which of the following best describes your familiarity with 
digital transformation at your organisation?
(% respondents)

50

32

18

$500m to $1bn

$1bn to $3bn

$3bn to $5bn

$5bn to $10bn

$10bn or more

What are your organisation’s global annual revenues 
in US dollars?
(% respondents)

 15

 39

 19

 12

 14

Banking

Insurance

Telecommunications

Service provider 

Pharmaceutical

Other financial services

Medical devices and diagnostics

Capital markets

Biotechnology

Other life sciences

What is your primary industry? 
(% respondents)

 24

 16

 14

 11

 10

 7

 6

 5

 4

 2

IT

Finance

General management

Business development

Sales

Operations and production

Risk/Security

Marketing

Procurement and supply-chain management

Customer service

Communications

Human resources

Other

What is your main functional role? 
(% respondents)

 44

 13

 12

 7

 5

 5

 3

 2

 2

 2

1

1

 3

CEO/President

CFO / Treasurer / Comptroller

CIO / CTO / Head of technology

Other C-level executive

Head of business unit

Managing director/Executive director

SVP/VP/Director

Chief operating officer / Head of operations

Chief digital officer / Head of digital

Chief marketing officer / Head of marketing

Which of the following best describes your title? 
(% respondents)

 5

 8

 21

 8

 11

 13

 17

 9

 5

 2
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Whilst every effort has been taken to verify the accuracy of this 

information, neither The Economist Intelligence Unit Ltd. nor the 

sponsor of this report can accept any responsibility or liability 

for reliance by any person on this white paper or any of the 

information, opinions or conclusions set out in the white paper.
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