/E\verest Group®

RESEARCH

Enterprise Digital Adoption | Pinnacle Model™ Assessment 2017
Excerpt

Digital Services (DS)
Market Report — November 2017

Copyright © 2017 Everest Global, Inc.
This is a complimentary excerpt from Everest Group’s full report, “Enterprise Digital Adoption | Pinnacle Model™ Assessment 2017.”
The full report is available on Everest Group’s reports website.

EGR-2017-4-R-2402


https://www2.everestgrp.com/reportaction/EGR-2017-4-R-2402/Toc

R
Our research offerings for global services

vV V.V V. V. vy vV VYV

>

Market Vista™
Global services tracking across functions, sourcing models, locations, and service providers —
industry tracking reports also available

Application Services » Human Resources

BPS | Banking Financial Services » ITS | BFSI*

BPS | Healthcare & Life Sciences P ITS | Healthcare & Life Sciences
BPS | Insurance P IT Services Forecaster™
Catalyst™ » Locations Insider™

Cloud & Infrastructure » PricePoint™

Contact Center » Procurement

Digital Services » Recruitment & Talent Acquisition
Engineering Services P Service Optimization Technologies
Finance & Accounting P Transaction Intelligence

Subscription information

*

This report is included in the following subscription(s)
— Digital Services (DS)

In addition to published research, a subscription may include analyst inquiry, data cuts,
and other services

If you want to learn whether your organization has a subscription agreement or
request information on pricing and subscription options, please contact us

Banking, financial services, and insurance

/Eerest GI‘OUp@ Copyright © 2017, Everest Global, Inc.

RESEARCH EGR-2017-4-R-2402-EXCERPT

Custom research capabilities

=8 =5 |ﬁl»

Benchmarking | Pricing, delivery model,
skill portfolio

Peer analysis | Scope, sourcing models,
locations

Locations | Cost, skills, sustainability,
portfolio — plus a tracking tool

Tracking services | Service providers,
locations, risk

Other | Market intelligence, service
provider capabilities, technologies,
contract assessment

Corporate Headquarters
Office: +1-214-451-3000
info@everestgrp.com

mziil]

European Headquarters
Office: +44-207-129-1318
unitedkingdom@everestgrp.com

Delhi Office
Office: +91-124-284-1000
india@everestgrp.com



mailto:info@everestgrp.com
mailto:unitedkingdom@everestgrp.com
mailto:india@everestgrp.com

-
Full Report Contents*

e Executive summary

e Differentiators of Digital Pinnacle Enterprises™

e Definition of Digital Pinnacle Enterprises™

e Maturity assessment of five key capabilities

e Comparison of Digital Pinnacle Enterprises™ with industry average enterprises
e Implications

e Demographics

e Appendix

*This excerpt includes select pages from the full report; not all areas listed in the contents are covered in this excerpt

/\ ® Copyright © 2017, Everest Global, Inc.
EQ@EEEE Group EGR-2017-4-R-2402-EXCERPT 8



R,
Background of the research

Digital is no longer a need but a necessity to survive in the rapidly evolving market where boundaries between industries and
industry players are blurring. Enterprises are rapidly adopting digital strategies to combat disruption from competitors, making
significant investments in new and advanced technologies and niche talent to deliver innovative services to their customers.

Most organizations do not have a well-defined, cross-enterprise digital investment strategy. They make investments that do not
share common goals and hence do not yield desired returns. Within this context, we have what differentiates Digital Pinnacle
Enterprises™ from their peers.

To better understand enterprises’ digital strategies, Everest Group conducted a survey for 328 organizations across North
America, Europe, the United Kingdom, and Asia Pacific. We evaluated enterprises on five key capabilities: strategy, organization
and talent, process transformation, technology adoption, and innovation. This report presents key findings from the digital
enterprise survey.

We identified 18 key dimensions in which enterprises are making investments for digital transformation, and further identified five
key dimensions where Digital Pinnacle Enterprises differentiate and reap higher returns than the industry average.

Scope of this report:
o Market segment: Digital services
e Geography: Global

Sources leveraged:

Everest Group’s survey of 328 enterprises with US$1 billion or more in global revenue
e Survey was taken by Director, VP, and CXO level executives

e Expert analyst inputs

e Previous Everest Group research

Source: Everest Group (2017)
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Digital Pinnacle Enterprises™ stand out from PI[NIACLE
the rest nerEr

Definition of Digital Pinnacle Enterprises™

e Organizations that stand apart from others for their business outcomes and delivery capability
e Not all organizations will be working toward the same destination, but alignment is critical
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Capability maturity is a quantitative measurement of an enterprise’s internal
capabilities to achieve desired outcomes

Source: Everest Group’s Enterprise Digital Analysis (2017)
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Executive summary: Digital Pinnacle Enterprises’ investment
strategies

e Digital Pinnacle Enterprises create strategic impact through digital transformation initiatives. They focus on disrupting their
industries, improving customer experience, and launching innovative products and services

e Digital Pinnacle Enterprises differentiate from their peers based on their focus on culture, technology adoption, metrics,
process reimagination, and innovation; among Digital Pinnacle Enterprises,
— 87% have invested extensively in adopting an innovation-focused culture
— 79% focus on technology adoption, such as big data analytics, cloud, DevOps, and cognitive and Artificial Intelligence (Al)
— 74% define metrics to measure the impact of digital initiatives, such as the number of innovation projects, revenue
dedicated to innovation, and executive time spent on innovation
72% have defined current and future states of key internal processes working with their process owners to identify waste
74% continuously explore new ways to improve existing products and services to delight customers

e The banking and capital markets, insurance, electronics, and hi-tech & technology industries show the highest level of
maturity in digital capabilities, with higher returns as compared to other industries

e Due to the sophisticated nature of digital requirements, Digital Pinnacle Enterprises struggle to find the right talent for digital
skills. Other enterprises struggle most with funding for their digital initiatives and cultural resistance to change

e Decision making in Digital Pinnacle Enterprises is increasingly being led by the Chief Digital Officer and Chief Executive
Officer, as digital has far-reaching impact within the organization
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Digital Pinnacle Enterprises make higher investments

compared to the industry average

Digital Pinnacle Enterprises

Average digital spend as a
percentage of IT spend

Average percentage increase
anticipated in digital spend

Percent of enterprises satisfied
with their investments in digital

Source: Everest Group’s Enterprise Digital Analysis (2017)
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Enterprises use digital for a variety of value propositions;
Digital Pinnacle Enterprises™ focus on strategic impact

Everest Group Total Value Equation

Disrupt the

Strategic impact market/industry

Increase
market share

Launch innovative
products & services

GD’II Improve customer

, . experience
Business impact Increase G)
profitability
Reduce process
a cycle times
Cost impact m
Cost savings
Focus among all Greater emphasis among
enterprises Digital Pinnacle Enterprises
Source: Everest Group’s Enterprise Digital Analysis (2017)
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Digital Pinnacle Enterprises™ achieve high impact with
differentiated capability

. Top 5 distinctive areas for
Digital Pinnacle Enterprises

Customer

. Other distinctive areas for strategy

Digital Pinnacle Enterprises
g P Process

reimagination
(30%)

Culture BEVER
(35%) analytics

Technology
adoption
(30%)

Digital metrics
(29%)

Innovation mfduj'gﬁzi e
(28%) -

Security &

risk Digital talent % denotes maturity level

differences between Digital

Pinnacle Enterprises and
Source: Everest Group’s Enterprise Digital Analysis (2017) 'ndUStry average enterprises
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Top ten differences between Digital Pinnacle Enterprises and
other enterprises

m Digital Pinnacle Enterprises have...

Culture

Process reimagination

Technology adoption

Digital metrics

Innovation

Customer strategy

Security and risk

Data and analytics

Business model change

Digital talent

A strong focus on promoting innovation and a creative culture across the organization

Defined future states for existing processes and automated these processes to support
digitalization

A central technology evaluation team that has led to rapid adoption of new technologies across the
organization

Defined new metrics, roles, and responsibilities to track their return on digital investments

A centralized team that continually sources ideas from vendors, startups, employees, and
customers

Performed analysis of customer journeys and direct interactions with customers to create the
future digital strategy

Included security and risk leaders in new and emerging technology evaluation and digital
transformation projects to prepare, manage, and mitigate associated risks

Used advanced analytics systems across multiple sources including internal systems, social
media, third-party sources, etc.

Focused on transforming the entire value chain (both internal as well as customer-facing
processes) to create competitive advantage

Sourced talent across the organization and integrated that talent will with various business units
and functions

Source: Everest Group’s Enterprise Digital Analysis (2017)
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We identified Digital Pinnacle Enterprises™ based on P|[Nl ACLE
their focus on business outcomes and capability maturity MODEL
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rategy & talent transformation adoption

Source: Everest Group’s Enterprise Digital Analysis (2017)
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Most enterprises invest in 18 key dimensions to achieve digital
transformation

Digital Digital Digital Digital Technology Data & Design Process Digital
vision metrics talent skills capabilities  analytics thinking reimagination marketing
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Source: Everest Group’s Enterprise Digital Analysis (2017)
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Enterprises can achieve digital transformation through
significant investment in five key capabilities

Five capabilities for digital excellence

o)

Process
Technology transformation

adoption

® 9

Organization Innovation
& talent
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Digital Pinnacle Enterprises™ invest in five key dimensions

We have identified five key dimensions in which Digital Pinnacle Enterprises
have invested more and reaped higher returns compared to their peers

‘ Highest maturity dimensions

Organization Process Technology
and talent transformation adoption Innovation
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Enterprises plan to adopt new digital technologies but are

challenged with skill gaps

Skill gaps vs. technology adoption plans
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Investment Zone

e Enterprises plan to invest in
emerging technologies but
face a talent availability gap

e Key technology investment
areas include Cognitive and
Al, Internet of Things (IoT),
Robotic Process Automation
(RPA), big data analytics and
digital content management

e There has been considerable
adoption of cloud-based IT
infrastructure, social media,
and online/mobile commerce

15
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Digital Pinnacle Enterprises™ have made considerable
investments in disruptive technologies

Technology adoption among Digital Pinnacle Enterprises Bl Digital Pinnacle Enterprises
Percentage of respondents Il ndustry average

e Digital Pinnacle Enterprises have made
significant investments in adopting new
disruptive technologies, such as cognitive,
cybersecurity, and Al

82% e They are also investing in digital

Y% marketing technologies, such as social
media engagement and online commerce,
to provide better customer experience

Online/mobile commerce 87%

50%

Social media engagement 5D

Cognitive and artificial intelligence 82%
38%
o 82%
Cybersecurity initiatives 60%
. 79%
. . 79%
74%

Internet of things 41%

Source: Everest Group’s Enterprise Digital Analysis (2017)
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Implications: Enterprises need to invest in growing all five
capabilities based on an analysis of their current maturity

Process transformation
Transform and automate
internal business processes
to remove inefficiencies

Strategy

Outline clear vision, metrics, and
change management strategy
for rapid digital adoption

Five key
capabilities

Innovation

Continually source new ideas for
innovation and embed human-centered
design in the organization’s DNA

Organization & talent
Acquire digital talent from both
inside and outside the enterprise

Technology adoption
Adopt niche digital technologies at speed and scale with
higher focus on Al, analytics, security, and risk

Source: Everest Group’s Enterprise Digital Analysis (2017)
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Demographics

Global annual revenue
2017; Percentage of respondents

Geography division
2017; Percentage of respondents

United Kingdom North America

>US$10 billion US$ 1-5 billion

Continental Europe

Australia, New Zealand,
and Asia Pacific

US$ 5-10 billion

Source: Everest Group’s Enterprise Digital Analysis (2017)
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Demographics

Industry division

2017; Percentage of respondents Healthcare payers
Freight and logistics |7

Life sciences
Energy and utilities

Communications, media, and entertainment Banking and capital markets

Public sector and government
6%

Oil and gas, metals, mining, and
other natural resources

Travel and transportation 6%

Manufacturing

Other

Insurance

Hospitals and healthcare providers Electronics, hi-tech, and technology

10%

Consumer goods and retail
Source: Everest Group’s Enterprise Digital Analysis (2017)
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Research calendar - Digital Services

Il Published Planned | ' Current release
Digital Services — PEAK Matrix™ Assessment: Redefining customer experience with digital ... September 2017
' Enterprise Digital Adoption — Pinnacle Model™ Assessment2017________________________________October2017.
Digital Interactive Agencies PEAK™ Matrix ASSesSmMent. ... e Q4 2017
loT Services PEAK™ Matrix ASSeSSMeNt e Q4 2017

Thematic Digital Services reports

Customer (Dis)Satisfaction: Why Are Enterprises Unhappy with Their Service Providers? ... . January 2017
Internet of Things (1oT) in Medical Devices .. March 2017
Top 20 loT Trailblazers: Startups Crossing the Chasm May 2017
Betting Big: Amazon Leveraging Digital to Transform the Grocery Industry .. June 2017
Quality Orchestration: QA in the Digital Era July 2017
Design Thinking: Innovation Catalyst for Digital Transformation ... July 2017
Enterprise Bots Adoption o o July 2017
DevOps Best PractiCes .o Q4 2017

Note:  For a list of all digital services reports published by us, please refer to our website page

/\ ® Copyright © 2017, Everest Global, Inc.
EQ@EEEE Group EGR-2017-4-R-2402-EXCERPT 20


http://www2.everestgrp.com/reports?SearchTerms=#cat0=1084

e
Additional research references

The following documents are recommended for additional insight into the topic covered in this research. These
documents either provide additional details on the topic, or complementary content that may be of interest

1. Digital Services — PEAK Matrix™ Assessment and Market Trends: Redefining customer experience with digital:
(EGR-2017-4-R-1932); 2017. Digital adoption has moved from being an IT agenda to an organization-wide agenda, and
enterprises are increasingly investing in digital technologies for achieving organizational goals. This research presents an
assessment and detailed profiles of 22 IT service providers featured on Everest Group’s PEAK Matrix for digital services for

2017.

2. Design Thinking: Innovation Catalyst for Digital Transformation (EGR-2017-4-R-2242); 2017. Several organizations
have adopted design thinking to innovate their products and services. Technology giants such as Apple, IBM, and SAP, have
adopted design into their daily operations and have seen high impact on their financial results. In this research, we delve
deeper into design thinking and its implications on various industries. We also deep dive into how service providers can
inculcate a design-driven culture across the organization so that it is reflected in their service delivery.

For more information on this and other research published by Everest Group, please contact us:

Michel Janssen, Chief Research Guru michel.janssen@everestgrp.com
Chirajeet Sengupta, Partner chirajeet.sengupta@everestgrp.com
Gunjan Gupta, Practice Director gunjan.gupta@everestgrp.com

Website: www.everestgrp.com | Phone: +1-214-451-3000 | Email: info@everestgrp.com
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From insight to action.

About Everest Group

Everest Group is a consulting and research firm focused on strategic IT, business
services, and sourcing. We are trusted advisors to senior executives of leading
enterprises, providers, and investors. Our firm helps clients improve operational
and financial performance through a hands-on process that supports them in
making well-informed decisions that deliver high-impact results and achieve
sustained value. Our insight and guidance empower clients to improve
organizational efficiency, effectiveness, agility, and responsiveness. What sets
Everest Group apart is the integration of deep sourcing knowledge, problem-
solving skills and original research. Details and in-depth content are available at

www.everestgrp.com.
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