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Editorial
Welcome and Guten Tag,
Digital technology presents both a confusing and an exciting opportunity for companies. To succeed in the digital world requires
embracing innovation and identifying new engagement models and new business models.
The starting point is a structured approach to assessing your digital maturity based on an understanding not just of the technology,
but of the ‘big picture’ of what digital engagement means to the business.
Yours

Monika Frick-Becker

Increased Competition and Loss of Control:
The Challenges of a Digital Business World
Digital is everywhere: Industry 4.0, Internet of Things, cloud computing, social networking, and big data are, among others, the most
discussed topics in the business world. Replacing paper and manual
processes with software allows businesses to automatically collect
data that can be mined to better understand process performance,
cost drivers, and causes of risk.
And this is only the beginning. Digitization will change every industry
and every company, sweeping away the market and industry
structures that have historically defined the nature of competition.
It lowers entry barriers, causing long-established boundaries
between sectors to tumble. New stars like Google and Facebook
are inventing the disruptive business models that challenge the
status quo of existing organizations. The result is an economic
environment that is rich in opportunity but also marked by a
substantial increase in awareness of risk and aversion to it.

Digital Transformation: A challenge to traditional business models
Indicate your level of agreement with the following statements:

25%

48%

34%

19%

Our competitors
are better prepared
for the digital
transformation

We face new
competition from
IT and Internet
companies

We face problems
managing the
digital transformation

The digital
revolution
endangers our
business

Based on a survey by Bitkom Research/ARIS

Opportunities and threats: The need to
challenge established business models

These dynamics create downward pressure on prices and margins.
Previously physically distinct products and sectors now compete
with one another, over less clearly defined customer bases.

Although the pace of change continues to accelerate, the fundamental transformations under way in the global economy have
only just started. Digital technologies are profoundly changing the
strategic context. They allow innovators to share technologies and
open up patents across the world, and for decentralized, enthusiastic groups of people to comment on and improve upon initial
designs.

New market entrants often scale up rapidly at lower cost than legacy
players can, and returns may grow rapidly as more customers join
the network. Successful start-ups known for digital expertise and
tech-friendly cultures become magnets for the best digital talent.

Digitization will disrupt value chains, organizational structures,
operational processes and revenue models, in short, entire businesses. Hence, managing digital transformation will decide which
businesses will survive and which not.

Digital channels lower barriers to entry and increase globalization,
leading to a spiral of intensifying competition and commoditization.

Creating a digital strategy: Cross-channel
connectivity and continuous engagement

Customer power: The need for transparency,
service, and security

Developments like the Internet of Things (IoT) revolve around
increased machine-to-machine communication; it’s going to make
everything in our lives from homes to cars “smart.” The IoT provides
the opportunity to enable and extend digital business scenarios,
helping organizations to better connect people, processes and
assets, and better harness data across business and operations. For
example, supply-chain-quality issues can be identified and dealt
with more rapidly by monitoring customer buying behavior and
feedback in digital channels.

With the development of the mobile web and social networking,
today’s customers can afford to be extra picky and discerning in
their choices. They ask for transparency, service and quality. With
powerful search engines at their disposal, customers are one click
away from either being turned off or intrigued enough to read more.

Everything will be reinvented with new capabilities that improve
functionality, reduce costs, and set new standards of availability. For
workers, Industry 4.0 will change the way we work by saving time
and resources and opening new opportunities for growth and innovation. Hence, digital communication capabilities are becoming
a key weapon in recruiting and retaining talent.
To deal with these challenges, organizations need to develop a
comprehensive digital strategy and rethink their business and
operating models to deliver this. Such a strategy must go far
beyond the marketing department: it has to be about ubiquitous
cross-channel connectivity, it must enable continuous engagement
with customers, suppliers, employees and investors.
It requires grasping new opportunities that exist outside traditional
markets. And it needs a focused, productive and well-trained team.
Those who understand the underlying fundamentals, possess the
needed professional and emotional skills, and can meet the technical
challenges will have a major advantage.

The advent of digitization serves as the catalyst for the formulation
of new business models that enable speed, agility, and full leverage
of information and knowledge. Customer interaction now becomes
as important, if not more important, than the product itself. The
quality of service, the cleanness of the operation, and responsiveness to real time events are crucial. By keeping the door open to
customer feedback, you never miss an opportunity to align your
company with what your customers want. Companies must advance
their digital service strategies through a digital-first mindset.
Achieving this goal depends on closing the gap between the traditional
and digital service and sales channels and enabling cultural change.
With the intersection of the Internet of things and cloud computing, protecting personal privacy and information security becomes
an essential and necessary condition. Maintaining the trust and integrity needs to be a priority for all digital businesses. An e-vendor
must be authentic, provide confidentiality, respect privacy, protect
data and not repudiate transactions to demonstrate that the customer is protected.
Data stewardship and the voluntary adoption of security and privacy best practices is the foundation for a safe, secure and vital
ecosystem.

The impact of digital transformation on business sectors
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Technical prowess and engagement skills:
The new role of employees
The digitization of the economy will cause disruptions in every business and every industry, so companies and their employees have to
be prepared. In their desire to move faster, firms will seek to streamline workforce and business models. But the Internet of Things won’t
just empower things - it will also empower people to better manage
aspects of their work lives. It can help create efficiency, foster individual
responsibility and limit mistakes. As more devices become connected,
manual entry will fall by the wayside, giving humans more time to focus on ways to be proactive with the data rather than spending time
entering it. The changes driven by digitization are now impacting
how organizations need to train their workforce, and this transformation will certainly accelerate. Effective leaders and entrepreneurs
understand that employee engagement can be a competitive edge
and that building an engagement strategy should be a top priority.

Digital Economy: A structured approach
to planning transformation
Executives, Management
 Develop a digital strategy
 Assess market and competition
 Design operating model and organizational structure

Customers
 Improve customer experience & engagement
 Increase marketing, sales and service effectiveness
 Develop multi-channel strategy

and short supply, the human capital challenge for all companies
in the space has become tougher than ever. Successful programs
emphasize building in-house capabilities - skilled staff that can be
called upon to digitize processes quickly. Still, many times companies must search for talent externally to address the need for new
skill sets and roles. But where do they find good technical people?
And if companies solve these issues, how do they integrate young
“techies” into a conservative equipment culture? Engaging specialized HR and recruiting experts can help to attract the right
candidates and engage existing employees to work for a successful
digital future.

Small companies and the digital economy:
Unlocking the potential of SMEs
Digitization is fundamentally altering the nature of competition. It`s
changing the rules for both large and small companies. For small
to medium enterprises (SMEs) the ability to engage in this digital
economy is vital not only to their success, but to their very survival.
Technology is reducing the barriers to creating a new small
business, reducing the capital investment required and allowing
SMEs to compete with larger, more established, companies. Often,
SMEs are the quickest to adapt to changing scenarios. They are
accepting the fact that being a technology driven organization is
very important for their business growth and productivity.
To capture the rewards of a digital world, it needs considerable
commitment and a proactive approach. Creating and adopting a
strategy of this kind requires strong senior leadership, a focus on
the customer experience management, and innovation within the
operating model. Without a digital strategy, companies will lose
their competitive advantage in an increasingly commoditized world.

Companies investing in digital business
Suppliers and partners
 Improve transaction speeds, lower costs
 Optimize the end-to-end digital supply chain process
 Improve supplier relationship management
 Optimize sales and operations planning

Employees
 Manage organizational change
 Develop social policies and governance
 Develop digital skills and capabilities
 Manage recruitment, retention and talent

How significant are each of the following in managing the digital
transformation of your company?

82%

61%

58%
18%

MFB Resultants GmbH

A key challenge for senior managers will be sensitively reallocating
the savings from automation to the talent needed to forge digital
businesses. However, with eCommerce talent in high demand

We provide ongoing
digital literacy training
to our employees

We cooperate
with IT and
internet companies

We invest
heavily in digital
transformation

We enter into
strategic partnerships
with our competitors

Based on a survey by Bitkom Research
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