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Through the
digital prism
Digitalisation has redrawn the business landscape. It has drastically impacted
the entire value chain—operations, logistics, competition, innovation, customer
engagement, and so on. In an exclusive interview, Liri Andersson and LudoVan der
Heyden take us through the nuances of the digital and what it entails for businesses.

Four billion people from developing
countries remain offline, says a 2015
International Telecommunications Union
report. Given this, how inclusive is the
concept of a ‘digital world’?
Liri: The answer depends on one’s definition
of digital. We conducted a global study in 2016
and the research survey, the results [of which]
were published in the report, The Real Impact
of Digital—As Seen From the “Virtual Coalface”.
A clear outcome is that ‘digital’ per se does
not actually mean anything, or rather it means
everything and nothing at the same time. The
first thing is to define what we mean by digital
in the context of what we address. This is not the
case in relation to only a particular region, but
also to individual companies. Digital can mean
3D printing to some, and virtual and augmented
reality or artificial intelligence to others—then it

is not very inclusive. However, it could also mean
e-mail, or mobile solutions, and then it is not
only inclusive, but also empowering and creates
opportunities for the developing world.
It is interesting to look at digital strategies
in developing nations because from the
beginning they focus heavily on adding value,
and not technology for technology’s sake.
Digital is making a difference despite lack of
connectivity in many such countries. Tootpay,
an Asian mobile payment solution, is a case in
point. Their technology helps remove barriers
to mobile banking, such as mobile phone
handset incompatibility, dependency on telco
service providers, and lack of mobile internet
network coverage by overlaying a chip in the
customer’s mobile phone, thus making a simple
handset connected.
It is believed that drones will leapfrog
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Boundaries are eroding,
but not all at once and not
all in a day.

digital is quite powerful and valuable. Africa—
and parts of Asia—are still not covered today,
but in my view digital offers an unparalleled
investment opportunity. Think of what can be
carried over the internet: voice, information,
knowledge, and now even 4D production (from
books to tools).You have all of man’s knowledge
on your fingertips if you are connected.
Boundaries are eroding, but not all at once and
not all in a day.
‘Going digital’ means a change
in infrastructure and systems in
organisations. This also entails changing
‘legacy systems’. How do organisations
work towards this?
Liri: Changing systems may be a lot easier than
changing the corporate culture. But organisations
are not too eager to do that, and understandably
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traditional infrastructure
development in developing
countries (like mobile did
for traditional telephony)
and assist them in growing
faster, economically. For instance, ecommerce
companies would use cargo drones for delivery,
literally rising above poor transport infrastructure.
But of course, we need initiatives that connect
these four billion people. Project Loon, an R&D
project is being developed by X (formerly Google
X) with the mission of providing internet access
to rural and remote areas. Facebook too have
initiatives in this area. Governments too have to
prioritise infrastructure as a country’s competitive
advantage, as well as its firms’, depends on
embracing digitalisation. And there is no true
digitalisation without connectivity..
Ludo: Infrastructure investment in telecom and
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so. It is a huge investment, quite disruptive to
the business, and often does not work (as in the
case of many SAP implementations). It is also
not easy because when companies have to change
their infrastructure in terms of time, investment
and risk, often the new and the old system have
to run parallel for a long time before they switch
over. Ideally, no new investment should be made
without taking the future into consideration.
Companies should not bind themselves to
long-term tech contracts and instead make sure
they invest in agile systems that can be adapted as
and when the needs of the organisation change.
Ludo: That is a fact of life, and indeed a barrier
to entry—legacy systems are paid for, whereas
new systems require investment. It depends
on two things—cost of the new investment
(the more it can be added onto the legacy, the
better), and value of the new
investment (companies enjoy
a monopoly if they alone
A company’s digital
adopt the new technology.
journey must start with a
But competitors would then
thorough and grounded
be pushed to embrace it, not
allowing the early adopters
understanding of what
to exploit the position.).
digital is and how
Legacy mainframes did not
digitalisation impacts the
prohibit DEC to install their
external environment, the
lighter PDP11s; PDP11s did
business, and its industry.
not stop PCs from disrupting
the market. Again, 3G was
considered as highly expensive,
yet 4G is increasingly the norm, and 5G is on
the horizon!
According to your 2016 survey, most
board members lacked the knowledge
and awareness needed to lead a digital
transformation...
Ludo: Customer centricity and understanding of
the value equation are the key starting blocks, not
the technology. What boards need to understand
is how technology changes strategy, that is, the
purpose of the business, its target segment(s),

product-service offer(s), and how it goes about
supplying the latter (the business model or
supply model). That requires a subtle and deep
understanding of the market and its dynamics.
Savvy board members who are sufficiently
open to the changing world have no difficulty
in understanding and contributing to the board
debate on these issues. Having said that, I
would recommend adding a few digital savvy
board members, one from the industry and
another from outside. And possibly confront
those who do not wish to change their habits
and learn about digital, and if they persist,
nudge them off the board. That is a task for the
nomination committee—and it is essential that it
functions well.
The scope of ‘running business the digital
way’ is varied and immense. How best can
academicians and bschools train future
executives and managers?
Liri: Today, much of the advice shared by
experts, specialists, and academics focuses on
teaching people the digital way, and most of it is
technology centred. Our report (2016) makes it
clear that digital is about more than technology.
There is no one way to digital, no off-the-shelf
solution, or road map. This means a lot of the
advice given today, with regards to digital, is at
best not useful, at worst dangerous.
Executives and managers have to own their
personal digital journey, and organisations too.
A company’s digital journey must start with
a thorough and grounded understanding of
what digital is and how digitalisation impacts
the external environment, the business, and
its industry. This view and assessment are key,
as they determine the direction of thinking,
strategy, and action. This should be followed by
a clear definition of the meaning of digital, to
the organisation. Only then can the suitability
of a firm’s mission as well as its business models
and methods be assessed and adjusted as
necessary. And finally, appropriate strategies and
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organisational structures must be identified (our
eleven guidelines).
So it is less about teaching executives and
managers what digital is and more about teaching
them the process required to get to an answer
suitable for them, their function, or their
organisation (eleven guidelines), and also the
attitude and behaviour needed for success.
Ludo: Digitalisation, in my view, is back to
fundamentals: mission, strategic position in the
market, and change management. For, digital
foremost means strategy and change.
What will be the impact of digitalisation
on existing business models? Will it
impact small-scale and large-scale firms
differently?
Liri: Large-scale firms
are seeing their business
Increasingly, smaller
environment change drastically.
competitors working
Competition is no longer
more collaboratively and
predictable but may come
from companies of any size,
in a leaner manner will
geographic location, with lower
compete with bigger ones.
cost structures yet similar or
even better value propositions.
This competition can be virtual, not always
physical. Some clear examples are Skype taking
away revenue from traditional players, Kodak
going bankrupt, or Airbnb starting its disruptive
journey in the hotel industry in just six weeks. It
is clear that many large companies who miss the
digital wave will struggle to survive. They already
are and the list goes on. Kodak and Nokia
benefitted from digitalisation but did not evolve
and it finally killed the firms.
Digital creates benefits like:
 Personalisation of products, services, strategies,
and management of firms
 Answering customer needs with increased
speed and accuracy
 Accessing new industries and geographical
regions; and creating new solutions, products,
and services
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Offers an opportunity to achieve effectiveness
and efficiencies
 Allows for organisations to be more agile and
flexible.
As for small-scale firms, it is less about
transforming in order to survive and more about
grabbing opportunities. Innovation in emerging
technologies is eroding not only entry barriers,
but also geographical barriers. Technology is now
empowering everyone. This means that the time
has never been better for SMEs to compete at a
local, or even at a global level. For example, the
use of mobile phones to improve payments and
banking, and training and information sharing is a
massive opportunity for the region. Simple ideas
such as UPI (Unified Payments Interface) allow
banks to transfer money directly to each other
based on an Aadhaar number or a mobile phone
number, along with pin. This has significantly
improved India’s digital payments infrastructure,
which is key for small businesses.
New services capitalising on the new economy
can also be created and businesses can be built
around them. For example, a sharing economy
provides a fantastic opportunity for SMEs to
develop new services, solutions, and business
models, especially in a country like India.
Low purchasing power, a significant millennial
population (more than 65% of India’s population
is under the age of 35); and proximity (people
live close to each other) help shape solutions
based on the sharing economy.
Ludo: The bigger change would be for smaller
firms, for digital allows them to outcompete
larger companies. A great example is how
President Trump’s campaign, relying much
on digital, was able to defeat the much
bigger campaign organisations of his rivals.
Increasingly, smaller competitors working more
collaboratively and in a leaner manner will
compete with bigger ones. We are entering the
real/virtual world where some retailers will
continue with bricks and mortar stores, while
others might compete with virtual stores, and yet
others with augmented reality.
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they are management consultants, the answer will
be digital transformation. So, prior to bringing
in experts, strategic decisions have to be taken
regarding what digital is, how to use it, and what
initiatives to engage in. General business experts
focusing on guiding a firm through the process
of defining their digital journey can be a good
idea, as long as they do not have a vested interest
in the outcome. Executional experts can then be
brought in, but only after the vision and strategies
have been established with regard to digital.
Ludo: There are two different trends: companies
will, on average, be smaller and hence there will
be more collaborative work with and among
them. So, many of the services, including
digital, will come from outside. But digital also
offers the opportunity to customise an entire
organisation. So the ‘core’ ought to become
bigger for competitive network organisations.
How exactly this will turn out is not fully clear at
this time.
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Most companies today outsource their
digital needs to specialist firms. Will
setting up dedicated in-house teams be
more efficient and profitable?
Liri: Digital is often synonymous with comms.
But, as we have established, digital is much more
than that and impacts all functions across the
entire value chain.
Companies cannot seek expert advice until
they know what they want to achieve. The key
question, however, is how organisations get to
the answer of what digital is for them, what
they intend to do about it,
and where their priorities lie.
Experts are a good idea—
Involving experts in this phase
can be dangerous because they
they can guide a firm
come with biases—if they are a
through this process,
tech company, the answer will
only they should not have
be a tech solution; if they are an
a vested interest in the
advertising agency, the answer
outcome.
will be a digital campaign; if
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Is the concept of ‘long-term business
strategy’ dead in a disruptive business
environment?
Liri: Yes, you can have a long-term vision
but strategies need to be iterative, constantly
challenged, questioned, adapted. But there is
a practical issue—the present processes and
structures do not allow for this. Companies do
not scan environments regularly to know what
is going on, and there is no mechanism in place
to contextualise what the findings mean to their
business. Prioritisation is impossible without
understanding digital and having a direction.
Firms seem to focus a lot on conceptualising,
ideating, and strategising rather than on
operationalising. This means that even if strategy
is an iterative process, it is not sure originations
can act in an agile manner. The speed at which
change is occurring is something firms cannot
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cope with. Today, they succeed despite themselves
and how they are set up and managed. This
may sound harsh, but the structures, processes,
management styles, and cultures were created
in an environment that looked different from
the one they live in. So, even if strategy becomes
a continuous process, I am not sure whether
organisations will be able to act on the outcome.
Ludo: I definitely feel that the long term is
dead; that medium term has become long term,
and similarly, what used to be short term is
becoming medium term. Time has accelerated,
and it also means that it is going to be much
harder to predict the future. Long-term business
strategy, as such, is becoming problematic; one
still needs a vision, but that will keep changing as
a function of market opportunities and intense
competition, and as a function of the result of
one’s explorations.
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One should think that
bigger companies with
expensive administrative
overheads will have a
hard time surviving.
But more than size, the
question will be one
of value creation and
delivery.

Which companies will
survive in the digital
world?
Liri: The ones that cease
to exist are those that stop
being relevant. Relevance is
a combination of consumer
relevance, organisational
relevance (can we actually do
this as a firm? can we deliver
at a high enough quality?), and
business relevance (can we
generate revenue, or get another key benefit
from doing this?). And this is not a one off. This
has to be done repeatedly.
Ludo: I think the shift will be more in the
relative concentration of sectors and of
people employed and in what they do, than in
organisations disappearing. We already have
seen this in every major technology revolution:
Nokia largely is gone, Philips is no longer the
company it was, Alcatel is gone (it merged with
Lucent, so both of these are gone).Yet Cisco
is very much there still, and so is Siemens. For

me, it is more a question of strategy and change
management, and this is where nimble, not
too heavily integrated companies will survive
more easily (Cisco and Siemens are more a
network of smaller companies than one big
integrated one).
Digital is reducing the cost of interacting
and connecting. Hence one should think that
bigger companies with expensive administrative
overheads will have a hard time surviving.
But more than size, the question will be one
of value creation and delivery. So, companies
may grow and shrink more, and then grow
again. Look at banks: they used to be large,
administrative. They are too big, too nontransparent, and offer insufficient value. They
will need to shrink. But will banks survive? Of
course. And finally, the comment applies also
to governments: government functions that
are highly administrative will more easily be
automated. The result is: less people employed,
more focus on providing value-added services
to the people.
(As told to Ashutosh Gotad)
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