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January 23 2015
R “Ray” Wang (@rwang0) @

Principal Analyst & Chairman

© 2010 - 2015 Constellation Research, Inc. All rights reserved.



s | ADDOLU
\ Vi dlic =)

:I~ raitior VA Johnson ))I{
441, S egtonkion  Controls
C

£

828 (comcast. . ___
inie!/ TIAA
Fef et LA .j‘s' JoMERCK J CREF

- RTFORD

52% of the Fortune 500 sy

firms since 2000 are gone rﬁ:fﬁ:ﬁ

1 _ DIipTEe ”C

alt) e s mp



Digital creates winner takes all markets

Overall Market Share Percentage of Profits

Digital Leaders

Digital Leaders Everyone Else

Everyone Else
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“A digital divide exists between
the organizations who have

built digital business models
and everyone else.” (2013)
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Incremental innovation is table stakes and
expected in the market
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Transformational innovation is
breakthrough and disrupts markets (§
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Pace of change is fierce as business models
converge, competitors pop up from nowhere
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| esson Learned
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#1: Digital disruption is more than
just a technology shift. It’s about

transforming business models and
how we engage.
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Tech convergence powers digital disruption

Big OT 3D

Social tlawe Data Printing

Design Thinking Inspired User Experience >
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Socilal creates new verbs and experiences
that bring people and networks together

. Twitter — | need to pee M LinkedIn — hire me to pee

"_f" Facebook — | pee’d (P Path —watch me pee privately
g+ Google+ - More pee in circles You Tube — Watch me pee

£ FourSquare — I’'m peeing here FG‘ Vine — Watch my pee loop

(@) Pinterest — My pee scrapbook &4 SnapChat -1 have no proof | pee’d
ﬁ Instagram — My pee in sepia '®" Jelly — Does this look like pee?
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Tech convergence powers digital disruption

Big OT 3D

Social tlawe Data Printing

Design Thinking Inspired User Experience >
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Transform business models . J




#2: We move from selling
products and services to keeping
brand promises.
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Digital accelerates business model

transformation ‘

* Product companies give oy
away product for service = 4
revenues. X . \

e Service based businesses’ sell
experiences at varying price
points and service levels.

e Experience based businesses
selling business models

e Business model companies
sell peace of mind.
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Medical device companie
iImaging systems |




"You're not competing with
another company, you're
really competing for time and

attention" (2010)




Disney doesn’t sell theme park tickets




Disney fully applies mobile and data as the
gatewaystosnew customer experiences
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#3: Data is the foundation of
digital business. Every touch point,

every click, every digital exhaust is
relevant insight.
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Data and content explosion goes exponential

90% of data
created in last

80 Billion 100M viral

Sensors in connections
2 years 2014, ) )
1 vear 2015 devices by per minute by
y ' 2020 2020

1 sec 2020
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Use big data context to improve analytical
Insight to make better decisions )

* Next best action

Decisions & e Prevention
C 0 » Suggestion
g Actlons . NO action
= )
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(<) Iy * Prediction
C >
O m
. > C
. * Physical &0
Information & | - virtual o 2
. * Machine o e
Orchestration | . oiextual S A
L
]
—
Structured
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#4: Those w/ the best math and
design will win in a winner takes
all digital world
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Tesla changed the rules of low volume
production, eco luxury & direct to consumer
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AirBnB showed how collaborative
consumption was a killer digital model

HG
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#5: If 20 % of your revenue is not
an insight stream by 2020, you
won’t have a digital biz model
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The future is big data business models bulilt

on insight

e ~N
Information based
differentiation

Drive demand

. Create new service
!_ offerings

Improve c-sat

Drive lower cost

models
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Information
brokering

Raw information
| Analysis and insights

Benchmarking

‘\

/ N
Information based
business platforms

Marketplaces
Deal making

Advertising
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#6: You can be the content, the
network and the arms dealers.
The digital winners will figure out
how to aggregate all three
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Apple showed the power of networked
economies
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Four companies control the network from
content and commerce to consumer device
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Data and insights helped Amazon disrupt the

retail business model
-BEST

VS. Bmg\m\\s““ BORDERS.
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Now it’s everyone vs amazon
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#7: While digital may democratize
content production, the real shift
is democratized distribution which
equalizes the digital divide



Etsy democratizes distribution of ckeatives




2015 is not the year of the crowc
it's the year when the crowd
realizes they are the product and

they don't like it. Expect mass
revolts" (2014)
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#8: Design for customer segments
of one
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Short beer line ’

NS s 450 m
W- Player Camera
oy g 180 ft
. ';

Referee Stats
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...fans seek tailored experiences
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Home town pride

Status symbols

Memorable
moments

Glory stories

__

Perfect game days

Aspirational goals

P4
Community
outreach and Role models
impact
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X

Place to do deals

Night on the town

N
Player and team Examples of
engagement values
. l @rwang
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Digital delivers mass personalization at scale

Elements Analog Transactional Engagement Experiential Pers“gngized
Systems Systems Systems Systems
Systems

Circa Pre 1950’ 2000+ 2010+ 2015+ ]
ISl Reliability and scalability Sense and respond Agile and flexible Intention driven ]
EILREE Massive machine scale Massive social scale Massive contextual scale Massive individual scale ]
User Exp Sweat based Interactive Bionic Personalized ]
Comm Style Limited Conversational Role tailored Sentient ]
Speed Governed Real time Right time Space time contiuum ]
Impact and reach Physical locations Interconnected Segmented value chains P2P networks ]

Info mgmt Word of mouth Loosely structured knowledge Immersive streams € ar’:{:ﬁ/ﬁ‘n{:f aed
Intelligence Dumb devices Deterministic business rules  Probabilistic pattern based Predictive ]

eI ssembly line technologies Social and collaboration Ad networks, gamification Decision support, VRM ]
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#9: We serve 5 generations of
customers & workers, by digital
proficiency, not by age
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Five generations of digital not by age, but by
digital proficiency

1. Digital comfortable in engaging

5. Digitally Natives all digital channels 2. Digital
Disengaged Immigrants
Understand digital Digital crossed the chasm
but avoiding into the digital world,
engagement on ProfiCiency forced into
purpose, often for —| — engagement with

privacy reasons digital channels

4. Digital Resisting the shift to digital, 3. Digital Recognize the shift to digital

ignhoring the impact but not ready to be active yet
Holdouts Voyeurs themselves
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Personal Pride

Employees want to design and manage their
own experiences in the future of work

More Than A Job Brand Authenticity

Team Pride

Deliver Craft customer Build personal Achieve a higher
innovation experiences brands mission
: D -
Create cool Delight evelop €ross
Advance careers functional
products customers -
capabilities
Address :
: nderstand their
Get work done customer Learn new skills dnele S.gabsd the
concerns J
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#10: You need more than a Chief
Digital Officer to infuse digital into
your organization. You need a
broad bench of Digital CXO’s
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We must invest in digital artisans

Authentic |Relevant | Transparent]

Intelligent Speedy | Artistic [ Non-
conformist




“Digital Darwinism is unkind to
those who wait”






Understand your organization’s digital DNA

Proactive
Cautious Adopters (50%) Market Leaders (5%)
* Can we quantify the market demand? * Can we transform our business models?
* Can we wait for this to commoditize? *  What outcomes can we transform?
* Is this more than a trend? * How do we go to market first with this? =
E *  What type of integration is required? * How do we make this easy to consume? g
QCJ * Are there security and safety risks? *  Will this truly differentiate our offerings? g
g * Do we really need to disrupt our business? * What happens if our competition goes first? é
(_é *  Will customers really want this? * How long can we wait to adopt? é
* How long can we wait for commoditization? * Can we learn from first mover mistakes? I:
*  How much longer can we put this off? * How do we scale this faster and cheaper?
* Has the trend moved beyond mainstream? * Do we really need to do this?
Laggards (30%) Fast Followers (15%)
Reactive

© 2011 - 2014R Wang & Insider Associates, LLC. All rights reserved.
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Five steps to disrupting digital business

Develop a
culture of

Des'E“ new digital DNA
experiences

© 2011 - 2014 R Wang & Insider Associates, LLC. All rights reserved.
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4 Co-create and
= co-innovate

Move from gut Bwith new
3 A to data driven partners
Apply new decisions

business models

and technologies

to existing

infrastructure
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Thank you
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R “Ray” Wang

650.918.6619
R@ConstellationR.com

Twitter: @rwangO

Blog: WWW.raywang.org
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http://www.raywang.org

Questions And Answers

© 2010- 2015 Constellation Research ,Inc. All rights reserved . @rwang0 55



constellation

Sk S A R CH

San Francisco | Andalucia | Belfast | Boston | Chicago | Colorado Springs | Cupertino | London | New York
NOVA | Portland | Pune | Sacramento | Santa Monica | Sydney | Tokyo | Toronto | Washington, D.C.

© 2010 - 2015 Constellation Research, Inc. All rights reserved. www.ConstellationR.com



