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Book Jacket Summary

The Digital Transformation Playbook: Rethink Your Business for the Digital Age
David L. Rogers
(April 5, 2016; Columbia Business School Publishing)

Rethink your business for the digital age.

Every business begun before the Internet now faces the same challenge: How to transform to
compete in a digital economy?

Globally recognized digital expert David Rogers argues that digital transformation is not about
updating your technology but about upgrading your strategic thinking. Based on Rogers’s decade
of research and teaching at Columbia Business School, and his consulting for businesses around
the world, The Digital Transformation Playbook shows how pre-digital-era companies can
reinvigorate their game plans and capture the new opportunities of the digital world.

Rogers shows why traditional businesses need to rethink their underlying assumptions in five
domains of strategy—customers, competition, data, innovation, and value. He reveals how to
harness customer networks, platforms, big data, rapid experimentation, and disruptive business
models—and how to integrate these into your existing business and organization.

Rogers illustrates every strategy in this playbook with real-world case studies, from Google to
GE, from Airbnb to the New York Times. With practical frameworks and nine step-by-step
planning tools, he distills the lessons of today’s greatest digital innovators and makes them
usable for businesses at any stage.

Many books offer advice for digital start-ups, but The Digital Transformation Playbook is the
first complete treatment of how legacy businesses can transform to thrive in the digital age. It is
an indispensable guide for executives looking to take their firms to the next stage of profitable
growth.

David Rogers is faculty director of Columbia Business School’s executive education programs
in Digital Business Strategy and Digital Marketing and founder of the BRITE (brands,
innovation, and technology) conference. He advises global companies such as Google, GE,
Toyota, Visa, China Eastern Airlines, Kohler, and Macmillan on digital strategy and has led
strategic workshops for executives in hundreds of companies from 64 countries. His most recent
book is The Network Is Your Customer (2011).
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The Five Domains of Digital
Transformation
Customers, Competition, Data,
Innovation, Value

You may remember the Encyclopeedia Britannica. First published in 1768,
it represented the definitive reference resource in English for hundreds
of years before the rise of the Internet. Those of us of a certain age likely
remember thumbing through the pages of its thirty-two leather-bound
volumes—if not at home, then in a school library—while preparing a
research paper. In the initial debate about Wikipedia, and in the later stories
of its amazing rise, that vast, online, community-created, freely accessible
encyclopedia for the digital age was always compared to the Britannica, the
traditional incumbent that it was challenging.

When, after 244 years, Encyclopeedia Britannica, Inc., announced it
had printed its last edition, the message seemed clear. Another hidebound
company born before the arrival of the Internet had been disrupted—
wiped out by the irrefutable logic of the digital revolution. Except that
wasn't true.

Over the preceding twenty years, Britannica had been through a
wrenching process of transformation. Wikipedia was not, in fact, its first
digital challenger. At the dawn of the personal computing era, Britannica
sought to shift from print to CD-ROM editions of its product and sud-
denly faced competition from Microsoft, a company in a totally different
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industry: Microsoft’s Encarta encyclopedia was a loss leader, given away
free on CD-ROM with purchases of Windows software as part of a larger
strategy to position personal computers as the primary educational invest-
ment for middle-class families. As CD-ROMs gave way to the World Wide
Web, Britannica faced competition from an explosion of online informa-
tion sources, including Nupedia and later its exponentially growing, crowd-
sourced successor, Wikipedia.

Britannica understood that customers’ behaviors were changing dra-
matically with the adoption of new technologies. Rather than trying to
defend its old business model, the company’s leaders sought to understand
the needs of its core customers—home users and educational institutions,
increasingly in the K-12 market. Britannica experimented with various
delivery media, price points, and sales channels for its products. But, sig-
nificantly, it maintained a focus on its core mission: editorial quality and
educational service. With this focus, it was able not only to pivot to a purely
online subscription model for its encyclopedia but also to develop new and
related product offerings to meet the evolving needs for classroom cur-
ricula and learning.

“By the time we stopped publishing the print set, the sales represented
only about 1% of our business,” explained Britannica President Jorge Cauz
on the anniversary of that decision. “Were as profitable now as we've ever
been

The story of Britannica may seem surprising precisely because the setup
is so familiar: Powerful new digital technologies drive dramatic changes in
customer behavior. Once started, the digitization of a product, interaction,
or medium becomes irresistible. The old business model is invalidated.
Inflexible and unable to adapt, the “dinosaur” business gets wiped out. The
future belongs to the new digital pioneers and start-ups.

But that’s not what happened with Britannica, and that’s not how it has
to be for your business.

There is absolutely no reason upstart digital companies have to sup-
plant established firms. There is no reason new businesses have to be the
only engines of innovation. Established companies, like Britannica, can
set the pace. The problem is that—in many cases—management sim-
ply doesn't have a playbook to follow to understand and then address
the competitive challenges of digitization. This book is that playbook,
intended to help you understand, strategize for, and compete on the digi-
tal playing field.



THE FIVE DOMAINS OF DIGITAL TRANSFORMATION 3

Overcoming Your Digital Blind Spots

An analogy may be helpful here. Back during the first wave of the Indus-
trial Revolution, factories were dependent on fixed sources of power—first,
water power from waterwheels located along rivers and, later, steam power
from coal-fired engines. Although these power sources enabled the rise of
mass production, they set fundamental constraints as well. At the outset,
they dictated where plants could be located and how productive they could
be. Furthermore, because both waterwheels and steam engines demanded
that all equipment in a factory be attached to a central drive shaft—a single
long motor that powered every machine—these power sources dictated the
design of factories and the way work could be done within them.

With the spread of electrification to factories at the end of the nine-
teenth century, all of this changed. Electrical power eliminated all the con-
straints that had defined factories up until that point. Machinery could be
arranged in the optimal order of work. Lines of production could feed into
each other, like tributaries to a river, rather than all fitting in along one
line shaft. Factory size was no longer limited by the maximum length of
line shafts and belts. The possibilities for entirely new plant designs were
breathtaking. And yet the incumbent plant owners were largely blind to
these opportunities. They were so used to the assumptions and constraints
of hundreds of years of plant design that they simply could not see the pos-
sibilities before them.

It fell to the new electrical utilities, the “start-ups” of the electrifica-
tion era, to evangelize for innovation in manufacturing. These new firms
loaned electric motors for free to manufacturers just to get them to try the
new technology. They sent trainers and engineers, also for free, to train the
managers and workers at plants so that they could see how electric motors
could transform their business. Progress was slow at first, but it turned out
the utilities could teach some old dogs new tricks. By the 1920s, a new eco-
system of factories, workers, engineers, products, and businesses had taken
shape, with electrical power at its center.

Today, our digital-born businesses (such as Google or Amazon) are
like the electrical companies of the early electrification era. And our savvy
digital adopters (such as Britannica) are like the factories that learned to
retool and advance into the next industrial age. Both types of businesses
recognize the possibilities created by digital technologies. Both see that
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the constraints of the pre-digital era have vanished, making new business
models, new revenue streams, and new sources of competitive advantage
not only possible but also cheaper, faster, and more customer-centric than
ever before.

Let’s take a closer look at that world.

Five Domains of Strategy That Digital Is Changing

If electrification was transformative because it changed the fundamental
constraints of manufacturing, then the impact of digital is even bigger
because it changes the constraints under which practically every domain
of business strategy operates.

Digital technologies change how we connect and create value with our
customers. We may have grown up in a world in which companies broad-
cast messages and shipped products to customers. But today the relation-
ship is much more two-way: customers’ communications and reviews make
them a bigger influencer than advertisements or celebrities, and customers’
dynamic participation has become a critical driver of business success.

Digital technologies transform how we need to think about competi-
tion. More and more, we are competing not just with rival companies from
within our industry but also with companies from outside our industry that
are stealing customers away with their new digital offerings. We may find
ourselves competing fiercely with a long-standing rival in one area while
leveraging that company’s capabilities by cooperating in another sector of
our business. Increasingly, our competitive assets may no longer reside in
our own organization; rather, they may be in a network of partners that we
bring together in looser business relationships.

Digital technologies have changed our world perhaps most significantly
in how we think about data. In traditional businesses, data was expensive to
obtain, difficult to store, and utilized in organizational silos. Just managing
this data required that massive IT systems be purchased and maintained
(think of the enterprise resource planning systems required just to track
inventory from a factory in Thailand to goods sold at a mall in Kansas
City). Today, data is being generated at an unprecedented rate—not just
by companies but by everyone. Moreover, cloud-based systems for storing
data are increasingly cheap, readily available, and easy to use. The biggest
challenge today is turning the enormous amount of data we have into valu-
able information.
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Digital technologies are also transforming the ways that businesses
innovate. Traditionally, innovation was expensive, high stakes, and insu-
lar. Testing new ideas was difficult and costly, so businesses relied on their
managers to guess what to build into a product before launching it in the
market. Today, digital technologies enable continuous testing and experi-
mentation, processes that were inconceivable in the past. Prototypes can be
built for pennies and ideas tested quickly with user communities. Constant
learning and the rapid iteration of products, before and after their launch
date, are becoming the norm.

Finally, digital technologies force us to think differently about how we
understand and create value for the customer. What customers value can
change very quickly, and our competitors are constantly uncovering new
opportunities that our customers may value. All too often, when a business
hits upon success in the marketplace, a dangerous complacency sets in. As
Andy Grove warned years ago, in the digital age, “only the paranoid sur-
vive” Constantly pushing the envelope to find our next source of customer
value is now an imperative.

Taken together, we can see how digital forces are reshaping five key
domains of strategy: customers, competition, data, innovation, and value
(see figure 1.1). These five domains describe the landscape of digital trans-
formation for business today. (For a simple mnemonic, you can remember
the five domains as CC-DIV, pronounced “see-see-div.”)

Across these five domains, digital technologies are redefining many
of the underlying principles of strategy and changing the rules by which

Customers

Value Competition
10101
0101
Innovation Data

Figure 1.1
Five Domains of Digital Transformation.
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companies must operate in order to succeed. Many old constraints have
been lifted, and new possibilities are now available. Companies that were
established before the Internet need to realize that many of their fundamen-
tal assumptions must now be updated. Table 1.1 sets out the changes in these
strategic assumptions as businesses move from the analog to the digital age.

Let’s dig a bit more deeply into how digital technologies are challenging
the strategic assumptions in each of these domains.

Customers

The first domain of digital transformation is customers. In traditional the-
ory, customers were seen as aggregate actors to be marketed to and per-
suaded to buy. The prevailing model of mass markets focused on achieving
efficiencies of scale through mass production (make one product to serve
as many customers as possible) and mass communication (use a consistent
message and medium to reach and persuade as many customers as possible
at the same time).

In the digital age, we are moving to a world best described not by
mass markets but by customer networks. In this paradigm, customers are
dynamically connected and interacting in ways that are changing their rela-
tionships to business and to each other. Customers today are constantly
connecting with and influencing each other and shaping business reputa-
tions and brands. Their use of digital tools is changing how they discover,
evaluate, purchase, and use products and how they share, interact, and stay
connected with brands.

This is forcing businesses to rethink their traditional marketing funnel
and reexamine their customers’ path to purchase, which may skip from
using social networks, search engines, mobile screens, or laptops, to walk-
ing into a store, to asking for customer service in a live online chat. Rather
than seeing customers only as targets for selling, businesses need to recog-
nize that a dynamic, networked customer may just be the best focus group,
brand champion, or innovation partner they will ever find.

Competition

The second domain of digital transformation is competition: how busi-
nesses compete and cooperate with other firms. Traditionally, competition



Table 1.1

Changes in Strategic Assumptions from the Analog to the Digital Age

From To
Customers Customers as mass market Customers as dynamic network
(chapter 2) Communications are broadcast to Communications are two-way
customers
Firm is the key influencer Customers are the key influencer
Marketing to persuade purchase Marketing to inspire purchase, loyalty,
advocacy
One-way value flows Reciprocal value flows
Economies of (firm) scale Economies of (customer) value
Competition ~Competition within defined industries Competition across fluid industries
(chapter 3) Clear distinctions between partners Blurred distinctions between partners
and rivals and rivals
Competition is a zero-sum game Competitors cooperate in key areas
Key assets are held inside the firm Key assets reside in outside networks
Products with unique features and benefits ~ Platforms with partners who exchange value
A few dominant competitors per category ~ Winner-takes-all due to network effects
Data Data is expensive to generate in firm Data is continuously generated everywhere
(chapter 4) Challenge of data is storing and Challenge of data is turning it into valuable
managing it information
Firms make use only of structured data Unstructured data is increasingly usable
and valuable
Data is managed in operational silos Value of data is in connecting it across silos
Data is a tool for optimizing processes Data is a key intangible asset for value creation
Innovation Decisions made based on intuition Decisions made based on testing and
(chapter 5) and seniority validating
Testing ideas is expensive, slow, and Testing ideas is cheap, fast, and easy
difficult
Experiments conducted infrequently, Experiments conducted constantly, by
by experts everyone
Challenge of innovation is to find the Challenge of innovation is to solve the
right solution right problem
Failure is avoided at all cost Failures are learned from, early and cheaply
Focus is on the “finished” product Focus is on minimum viable prototypes and
iteration after launch
Value Value proposition defined by industry Value proposition defined by changing
(chapter 6) customer needs

Execute your current value proposition

Optimize your business model as long
as possible

Judge change by how it impacts your
current business

Market success allows for complacency

Uncover the next opportunity for
customer value

Evolve before you must, to stay ahead
of the curve

Judge change by how it could create your
next business

“Only the paranoid survive”
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and cooperation were seen as binary opposites: businesses competed with
rival businesses that looked very much like themselves, and they cooper-
ated with supply chain partners who distributed their goods or provided
needed inputs for their production.

Today, we are moving to a world of fluid industry boundaries,
one where our biggest challengers may be asymmetric competitors—
companies from outside our industry that look nothing like us but that
offer competing value to our customers. Digital “disintermediation” is
upending partnerships and supply chains—our longtime business part-
ner may become our biggest competitor if that partner starts serving our
customers directly.

At the same time, we may need to cooperate with a direct rival due
to interdependent business models or mutual challenges from outside our
industry. Most importantly, digital technologies are supercharging the
power of platform business models, which allow one business to create and
capture enormous value by facilitating the interactions between other busi-
nesses or customers.

The net result of these changes is a major shift in the locus of compe-
tition. Rather than a zero-sum battle between similar rivals, competition
is increasingly a jockeying for influence between firms with very different
business models, each seeking to gain more leverage in serving the ultimate
consumer.

Data

The next domain of digital transformation is data: how businesses produce,
manage, and utilize information. Traditionally, data was produced through
a variety of planned measurements (from customer surveys to inventories)
that were conducted within a businesss own processes—manufacturing,
operations, sales, marketing. The resulting data was used mainly for evalu-
ating, forecasting, and decision making.

By contrast, today we are faced with a data deluge. Most data avail-
able to businesses is not generated through any systematic planning like
a market survey; instead, it is being generated in unprecedented quanti-
ties from every conversation, interaction, or process inside or outside these
businesses. With social media, mobile devices, and sensors on every object
in a company’s supply chain, every business now has access to a river of
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unstructured data that is generated without planning and that can increas-
ingly be utilized with new analytical tools.

These “big data” tools allow firms to make new kinds of predictions,
uncover unexpected patterns in business activity, and unlock new sources
of value. Rather than being confined to the province of specific business
intelligence units, data is becoming the lifeblood of every department and
a strategic asset to be developed and deployed over time. Data is a vital
part of how every business operates, differentiates itself in the market, and
generates new value.

Innovation

The fourth domain of digital transformation is innovation: the process
by which new ideas are developed, tested, and brought to the market by
businesses. Traditionally, innovation was managed with a singular focus
on the finished product. Because market testing was difficult and costly,
most decisions on new innovations were based on the analysis and intu-
ition of managers. The cost of failure was high, so avoiding failure was
paramount.

Today’s start-ups have shown us that digital technologies can enable a
very different approach to innovation, one based on continuous learning
through rapid experimentation. As digital technologies make it easier and
faster than ever to test ideas, we can gain market feedback from the very
beginning of our innovation process, all the way through to launch, and
even afterward.

This new approach to innovation is focused on careful experiments
and on minimum viable prototypes that maximize learning while mini-
mizing cost. Assumptions are repeatedly tested, and design decisions are
made based on validation by real customers. In this approach, products are
developed iteratively through a process that saves time, reduces the cost of
failures, and improves organizational learning.

Value

The final domain of digital transformation is the value a business deliv-
ers to its customers—its value proposition. Traditionally, a firm’s value
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proposition was seen as fairly constant. Products may be updated,
marketing campaigns refreshed, or operations improved, but the basic
value a business offered to its customers was assumed to be constant
and defined by its industry (e.g., car companies offer transportation,
safety, comfort, and status, in varying degrees). A successful business
was one that had a clear value proposition, found a point of market
differentiation (e.g., price or branding), and focused on executing and
delivering the best version of the same value proposition to its custom-
ers year after year.

In the digital age, relying on an unchanging value proposition is invit-
ing challenge and eventual disruption by new competitors. Although indus-
tries will vary as to the exact timing and nature of their transformation by
new technologies, those who assume it will be a little farther down the road
are most likely to be run over. The only sure response to a shifting busi-
ness environment is to take a path of constant evolution, looking to every
technology as a way to extend and improve our value proposition to our
customers. Rather than waiting to adapt when change becomes a matter of
life or death, businesses need to focus on seizing emerging opportunities,
divesting from declining sources of advantage, and adapting early to stay
ahead of the curve of change.

A Playbook for Digital Transformation

Faced with transformation in each of these five domains, businesses today
clearly need new frameworks for formulating their own strategies to suc-
cessfully adapt and grow in the digital age.

Each of the domains has a core strategic theme that can provide you
with a point of departure for your digital strategy. Like the engineers
who trained the traditional factory managers, these five themes can
guide you, revealing how the constraints of your traditional strategy are
changing and how opportunities are opening up to build your business
in new ways. I call this set of strategic themes the digital transformation
playbook.

Figure 1.2 depicts this playbook on one page, along with many of the
key concepts we will explore in this book as we examine each theme in
detail. In doing so, it illustrates how the building blocks of your playbook
for digital transformation fit together. Let’s look at each of the five themes
to understand them a bit better.
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Domains Strategic themes Key concepts

« reinvented marketing funnel
Harness customer networks - path to purchase
« core behaviors of customer networks

&)

Customers

« platform business models
« (in)direct network effects

Build platforms, not just products . (dis)intermediation

@

Competition « competitive value trains
10101 « templates of data value
01011 Turn data into assets « drivers of big data

« data-driven decision making
Data

- divergent experimentation

- convergent experimentation
« minimum viable prototype
Innovation + paths to scaling up

©®

Innovate by rapid experimentation

« concepts of market value

Adapt your value proposition « paths out of a declining market
« steps to value prop evolution

&

Value

Figure 1.2
The Digital Transformation Playbook.

Harness Customer Networks

As customers behave less like isolated individuals and more like tightly
connected networks, every business must learn to harness the power and
potential of those customer networks. That means learning to engage,
empower, and co-create with customers beyond the point of initial pur-
chase. It means leveraging the ways that happy customers influence others
and drive new business opportunities.

Harnessing customer networks may involve collaborating with cus-
tomers directly, like the fans of Doritos snack chips who create its award-
winning advertisements or the drivers using Waze who provide the input
that powers its unique mapping system. It may involve learning to think
like a media company, like cosmetics giant COréal or industrial glassmaker
Corning, both of whose content has been spread far and wide by networked
customers. Other organizations, like Life Church and Walmart, are con-
necting with customers by finding the right moment in their digital lives
for the value each organization is offering. Long-established companies,
from Coca-Cola to Maersk Line, are sparking social media conversations
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with internal and external customers in industries as diverse as soft drinks
and container shipping services.

Today, creating an effective customer strategy requires that you under-
stand such key concepts as customers as strategic assets, the reinvented
marketing funnel, the digital path to purchase, and the five core behaviors
of customer networks (accessing, engaging, customizing, connecting, and
collaborating).

Build Platforms, Not Just Products

To master competition in the digital age, businesses must learn to cope with
asymmetric challengers who are reshufiling the roles of competition and
cooperation in every industry. They must also understand the increasing
importance of strategies to build platforms, not just products.

Building effective platform business models may involve becoming a
trusted intermediary who brings together competing businesses, as Wink
brought together Philips, Honeywell, Lutron, and Schlage. It may require
opening up a proprietary product for other companies to build on, like
Nike did with its wearable fitness devices and Apple did with its iPhone. Or,
as in the case of Uber and Airbnb, it may mean building a business whose
value is created largely by its partners, with its platform acting as the critical
connection point. Sometimes it may mean combining the best elements of
both traditional and platform business models, as Best Buy and Amazon
have each done. Firms may have to establish new partnerships to lever-
age platforms for distribution, as The New York Times Company has done
with Facebook. Other firms may have to learn to renegotiate their relation-
ships with channel partners they have long relied on, as HBO and Allstate
Insurance have done. Still other firms may have to learn when and where
to cooperate with their fiercest competitors, as Samsung does with Apple.

Developing a digital-age competitive strategy requires that you under-
stand these principles: platform business models, direct and indirect net-
work effects, co-opetition between firms, the dynamics of intermediation
and disintermediation, and competitive value trains.

Turn Data Into Assets

In an age when data is in constant surplus and often free, the imperative
for businesses is to learn to turn it into a truly strategic asset. That requires
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both assembling the right data and applying it effectively to generate long-
term business value.

Building a strong data asset may begin with effectively collaborating
with data partners, as Caterpillar does with its sales distributors and The
Weather Company does with its most avid customers. A data asset may
yield value in the form of new market insights: the unstructured conversa-
tions of car customers revealed the trajectory of Cadillac’s brand; social
media showed Gaylord Hotels what motivated customer recommenda-
tions. Data can add value by helping to identify which customers require
the most attention, as it did for priority guests of Intercontinental Hotels
and for high-needs patients served by the Camden Coalition of Healthcare
Providers. In other cases, data can be used to help businesses personalize
their communications to customers, whether it is Kimberly-Clark talking
to the right family about the right product or British Airlines identifying its
most valued business class fliers even when they are riding in coach class
with their families. Sometimes the value of data can be found in identifying
contextual patterns, as when Opower shows utility customers their electric-
ity usage or when Naviance helps high school students understand their
odds for admission as they apply to different colleges.

To create good data strategy, you must begin with an understanding
of the four templates of data value creation, the new sources and analytic
capabilities of big data, the role of causality in data-driven decision making,
and the risks around data security and privacy.

Innovate by Rapid Experimentation

Because digital technologies make it so fast, easy, and inexpensive to test
ideas, firms today need to master the art of rapid experimentation. This
requires a radically different approach to innovation that is based on vali-
dating new ideas through rapid and iterative learning.

Rapid experimentation can involve continuous A/B and multivari-
ate testing, like the tests Capital One uses to refine its marketing and the
ones Amazon and Google use to refine their online services. Other experi-
ments may use minimum viable prototypes to explore new products: Intuit
tested the concept for a mobile finance app with a manager holding reams
of paper and a dumb phone. Experiments should involve rigorous testing
of an innovation’s assumptions as Rent The Runway did before launch-
ing its online fashion service and JCPenney failed to do before launching
its catastrophic store redesign. Once an idea has been validated through
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experiment, it requires careful piloting and rollout, as Starbucks has done
with its new store features and Settlement Music House did with its com-
munity music programs. And any business that commits to rapid experi-
mentation must learn to encourage smart failures within its organization,
as Tata has done with its Dare to Try initiative.

Innovating in the digital age requires that you have a firm understanding
of both convergent experiments (with valid samples, test groups, and controls)
and divergent experiments (designed for open-ended inquiry). To bring the
results to market, you need to understand both minimum viable prototypes
and products and master the four paths to scaling up an innovation.

Adapt Your Value Proposition

To master value creation in the digital age, businesses must learn how to
continuously adapt their value proposition. That means they need to learn
to focus beyond their current business model and zero in on how they can
best deliver value to their customers as new technologies reshape opportu-
nities and needs.

Continuous reconfiguration of a business may involve discovering new
customers and applications for its current products, as when Mohawk Fine
Papers found new digital uses for its products and the publisher of The
Deseret News discovered new online audiences for its content beyond its
traditional local market. It may mean evolving a business’s offering while
its old business model is under severe threat: Encyclopaedia Britannica,
Inc., has reenvisioned itself as an educational resource; The New York
Times Company has reimagined what it means to be a news source.
Adaptation may mean aggressively developing a new suite of products in
anticipation of rapid customer changes, as Facebook did during its pivot
to mobile platforms. Or it may mean experimenting with new ways to
engage a business’s customers while they are still loyal to it, as the Metro-
politan Museum of Art has done, building an array of digital touchpoints
to deepen the cultural experiences of patrons near and far.

To proactively adapt your value proposition, you need to understand
these elements: the different key concepts of market value, the three pos-
sible paths out of a declining market position, and the essential steps to take
to effectively analyze your existing value proposition, identify its emerg-
ing threats and opportunities, and synthesize an effective next step in its
evolution.
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Getting Started on Your Own Digital Transformation

Where do you get started on digital transformation if you are an established
firm?

Many books on digital innovation and strategy focus heavily on start-
ups. But the challenges of launching a blank-slate, digital-first business are
quite different from those of adapting an established firm that already has
infrastructure, sales channels, employees, and an organizational culture to
contend with.

In my own experience—advising executives at centuries-old multina-
tional firms as well as today’s digital titans and brand new seed-funded
start-ups—I have seen that these leaders face very different challenges. The
same strategic principles—of customers, competition, data, innovation,
and value—apply. But the path to implementing these principles is differ-
ent, depending on the point from which one starts. That is why this book
focuses primarily on enterprises that were established before the birth of
the Internet and looks at how they are successfully transforming them-
selves to operate by the principles of the digital age.

The book includes case examples from dozens of companies to illus-
trate how each of the strategies discussed plays out in a variety of industries
and contexts. We will examine a few relevant examples from digital titans
(like Amazon, Apple, and Google) and from digital rising stars (like Airbnb,
Uber, and Warby Parker). But mostly we will look at existing enterprises
founded before the Internet and learn how they are adapting. These com-
panies vary in size and come from a diverse range of industries: automotive
and apparel, beauty and books, education and entertainment, finance and
fashion, health care and hospitality, movies and manufacturing, and real
estate, retail, and religion, among others.

In addition to frameworks, analysis, and numerous cases, the book
includes a set of nine strategic planning tools:

9 TOOLS FOR DIGITAL TRANSFORMATION

« Customer Network Strategy Generator (chapter 2)
o Platform Business Model Map (chapter 3)

o Competitive Value Train (chapter 3)

« Data Value Generator (chapter 4)

« Convergent Experimental Method (chapter 5)
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 Divergent Experimental Method (chapter 5)
o Value Proposition Roadmap (chapter 6)
« Disruptive Business Model Map (chapter 7)
o Disruptive Response Planner (chapter 7)

These tools can be categorized as follows:

o Strategic ideation tools: Tools for generating a new solution to a defined
challenge by exploring different facets of a strategic phenomenon (Cus-
tomer Network Strategy Generator, Data Value Generator)

o Strategy maps: Visual tools that can be used to analyze an existing busi-
ness model or strategy or to assess and explore a new one (Platform
Business Model Map, Competitive Value Train, Disruptive Business
Model Map)

o Strategic decision tools: Tools with criteria for evaluating and deciding
among a set of generic options available for a key strategic decision
(Disruptive Response Planner)

o Strategic planning tools: — Step-by-step planning processes or methods
that can be used to develop a strategic plan tailored to a specific busi-
ness context or challenge (Convergent Experimental Method, Diver-
gent Experimental Method, Value Proposition Roadmap)

These tools have been developed based on feedback from strategy
workshops that I have conducted with hundreds of companies around the
world. They are practical tools meant to help you directly apply the con-
cepts in this book to your own work, whatever your industry or business.

Each tool is presented briefly in the text of the book, tied to analy-
sis and cases that show how and where it may be useful. A more detailed
explanation of some tools, with step-by-step guidance for applying them
to your business, can be found in the Tools section of my website at http://
www.davidrogers.biz.

Of course, you will need to do more than just adopt the right strate-
gic thinking, planning frameworks, and tools for action. Pursuing digital
transformation in an established company will also force you to grapple
with important issues of organizational change.

Throughout the book, I have ended each chapter with a section that
discusses these organizational issues and hurdles. That's because digi-
tal transformation is not just about having the right strategy; it’s also
about making that strategy happen. My discussion involves questions of
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leadership; company culture; changes to internal structures, processes, or
skills; and changes to external relationships. I draw on the perspectives of
specific business leaders who have grappled with these issues. The right
approach for you depends on the history and character of your organiza-
tion. My aim is mostly to shed light on some of the trickier hurdles that
may impede change because experience shows that digital transformation
doesn’t simply proceed on its own momentum, even if the company has
decided on the right strategy.

A Guide to the Rest of This Book

The next five chapters in the book are designed to focus your team on how
digital technologies are changing the traditional rules in each of the strat-
egy domains that I've introduced here. The chapters also show your team
what to do about these changes. You will learn how to apply each of the
core strategic themes and see examples of all kinds of businesses that are
using them to rethink their orientation in the digital age. As we saw with
Encyclopeedia Britannica and will see in many other cases, the future is not
about new start-ups burying long-established enterprises. It's about new
growth strategies and business models replacing old ones as established
companies learn new ways of operating.

However, even if you embrace all these strategies and tools, there
are no crystal balls in business. You could still find your business model
under sudden threat due to an unforeseen and unexpected new challenger:
disruption!

The last chapter of the book examines disruption—an oft-discussed
but not always well understood phenomenon—and how it unfolds in the
digital age. The chapter provides a tool to gauge whether or not an emerg-
ing challenger really is a disruptive threat to your business. It also includes
a tool to assess your options if you are faced with a truly disruptive chal-
lenger: Is it best to fight back or get out of the way? Mastering disruption
requires some rethinking and updating of Clayton Christensen’s classic
theory on this subject. Accordingly, we will examine a revised theory that
reflects some key changes to disruption in the digital age. And we will see
how disruption is rooted in the five domains of digital transformation that
we will examine throughout the book.

The book’s conclusion reflects on the remaining hurdles organizations
must clear to truly adopt the new strategic thinking at the heart of the
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digital transformation playbook. Sadly, not every business follows Britan-
nicas example. For every Britannica, there is a Kodak or a Blockbuster—a
business that failed to recognize that the rules of the game had changed and
that did not manage to change its strategy to match digital reality. Here we
will examine why and how some institutions have failed to keep up. Finally,
the book provides a self-assessment tool with questions to help you judge
the readiness of your own business for digital transformation.

Il

We live in what is commonly referred to as a digital age. An overlapping
ecosystem of digital technologies—each one building on those before and
catalyzing those to come—is transforming not only our personal and com-
munal lives but also the dynamics of business for organizations of every
size in every industry.

Digital technologies are transforming not just one aspect of business
management but virtually every aspect. They are rewriting the rules of
customers, competition, data, innovation, and value. Responding to these
changes requires more than a piecemeal approach; it calls for a total inte-
grated effort—a process of holistic digital transformation within the firm.
Fortunately, this process is clearly achievable. We are surrounded now by
examples of businesses whose own lessons, learned as they adapted to their
own very particular challenges, shed light on the universal principles that
apply to businesses in general. By mastering these lessons—and by learning
to apply this digital transformation playbook—any business can adapt and
grow in the digital age.
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