








People power: Why human
experience matters

Creating better human experiences is critical to raising

Digital IQ, yet customers, employees, and culture continue to
get less attention than strategy and technology. This imbalance
has far-reaching effects. It creates problems in the marketplace,
slows the assimilation of emerging technologies, and hinders
the development of organizations that can adapt continuously
and anticipate exponential change.
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Part of the problem could be false confidence. Most individuals like to think
they are sensitive to the people around them, and indeed our 10th anniversary
Digital 1Q survey shows that most senior executives—70% —say they focus
on ways new technologies will affect human experiences, including those

of customers and employees.

Yet the details tell another story. The survey also reveals that CEOs and CIOs—

the executives most important to driving digital transformation—are much less

likely to be responsible for customer-facing services and applications than digital
strategy or investments. Perhaps unsurprisingly then, better customer and employee
experiences are secondary goals for digital investments, ranking behind broader
business objectives such as revenue growth and increased profitability. The goal of
creating better customer experiences has declined in importance from just the prior
year: 25% ranked it as the top priority; today, just 10% do.

Experience is an afterthought

What value do you expect from your digital technology
investments? They will enable us to... (fop-ranked choice)
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Source: PwC, Global Digital IQ® Surveys
Bases: 2,216 (2016), 1,988 (2015)
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The customer experience
dividend

Developing a high-quality user experience for employees and
customers is a critical component of maximizing Digital IQ—and
getting full value from digital investments. Our survey shows that
organizations that focus on creating better customer experiences
through technology tend to have more mature strategies for digital
In a range of areas—and to realize better outcomes.

These customer-centric organizations understand that creating a
high-quality user experience demands specialized skills—another
sign of their focus on human factors. They are more likely to report
more developed employee skills in user experience and human-
centered design (49%, vs. 38%).

Emerging technology exploration is also a focus for customer-
centric organizations; dedicated teams for innovation are more
common (55%, vs. 43%), as is the use of customer advisory groups
to gather ideas (27%, vs. 19%). These organizations also plan to
spend more on augmented reality (32%, vs. 24%) and virtual reality
(19%, vs. 15%) during the next three years, tools that could create
stronger connections with customers as the technologies mature.

Although the survey cannot untangle cause and effect, these
customer-centric organizations tend to report stronger financial
performance and are somewhat more likely to be earning revenue
from digital products and services.
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Another set of findings makes the case for focusing on human experience, both
inside and outside the organization, in the most basic of business terms: Those
companies that pay more attention to people also report superior financial
performance compared with their peers.

Falling short on skills

Digital work takes a toll on employees, from burnout related to constant
connectivity to the fear (and reality) of losing jobs to disruptive new competitors
and automation. But as important as those issues are to morale, turnover, and
performance, the lack of attention to employee needs has even more direct
implications for Digital 1Q in the form of a skills gap that puts transformation
efforts at risk. Respondents say skills in their organization lag across a range

of highly important areas, including cybersecurity and privacy, business
development of new technologies, and, yes, user experience and human-
centered design. Worse, skill levels have declined since our last survey,

even as the demands of digital keep advancing.

Corporate culture also seems less than healthy. Even companies with the
necessary skills often cannot put them to use. One-quarter (25%) of respondents
say they use external resources even when they have skilled workers in-house,
because it is too difficult or too slow to work with internal teams; 42% say third
parties are less expensive. This management malaise extends even to our top
performers, those organizations that do well in other measures of Digital 1Q.

There are signs that executives are beginning to recognize the relevance of
human experience, even if most are not focused on addressing it in a systematic
way. When asked to identify emerging barriers to getting results from digital
investments, one of the top responses was a lack of skilled teams.

Addressing the full spectrum of human experience remains a serious challenge
for most organizations. Yet challenges also present opportunities, and those
organizations that combine rigorous strategies for technology adoption with

a personal touch will emerge as winners in the digital era.
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What’s stalling digital transformation efforts?

How would you characterize the following obstacles to achieving
expected results from your digital technology initiatives?

. Existing barrier . Emerging barrier . Not a barrier

Lack of properly skilled Lack of integration of new and
teams existing technologies

& A
O

Inflexible or slow Outdated technologies
processes

G (o

Lack of collaboration between

IT and business @

)
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Considerations for your business

A4

i,' | Create an environment conducive to learning and collaboration.

Rather than encourage people to work in isolation or with only their peer
groups, enable a cross-section of specialists to be in close virtual or physical
proximity to one another. This approach helps you develop a common
working language that facilitates the seamless collaboration and increased
efficiency vital to moving at the speed of technology. When they speak a
common working language, deep specialists across the organization—
lawyers, marketers, designers, programmers—can harness the power of
perspective to get a firmer grasp on what their colleagues are saying and on
what the business is asking for. Cohesive teams of big thinkers and solution
drivers address business issues that are no longer isolated to one discipline
but intertwined across many.

‘I Commit to executive education.
N

Addressing the skills gap starts at the top. Company leaders must
understand and engage with digital technology to see how it could help

or hurt the business, including how it affects the employee and customer
experiences. Three easy ways to get started: Get hands-on with technology,
become a maker or a mentor to those who are building and experimenting
with emerging technology, and keep learning through online offerings.

9 Train your workforce.

Now, more than ever, upskilling is needed. This training includes teaching
employees the skills to harness technology, whether that’s a new customer
platform or a new breed of collaborative robot. It also means cross-training
workers to be comfortable and conversant in disciplines outside their own,
as well as in skills that can support innovation and collaboration, such as
agile approaches or design thinking.
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Emerging technology:
Next-generation digital

We began measuring Digital IQ soon after the convergence

of computers and telecommunications started to have real
consequences for business and society. Today, ongoing advances
in computational power and science, mechanical design, and
network infrastructure are spawning a new generation of
technologies that leverage and combine these forces to bring
digital applications deeper into the physical world and further
beyond the industrial age.
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This next wave of emerging technologies brings dramatic advances in what
computers can do. It includes what we call the “essential eight”: the loT and
Al—the foundational elements for the next generation of digital work; robotics,
drones, and 3-D printing—machines that extend the reach of computing power
into the material world; augmented reality (AR) and virtual reality (VR)—which
merge physical and digital realms; and blockchain—a radical new approach to
the basic bookkeeping behind commercial transactions. This group can also be
roughly divided into three subsets, based on primary functions: input (loT, drones),
processing (Al, blockchain), and output (AR, VR, robotics, 3-D printing).

Despite the promise of these tools—and the risks of falling behind—spending

on emerging technologies is not much greater today, relative to overall digital
technology budgets, than it was 10 years ago. In 2007, the average investment
in emerging technology was 16.8% of technology budgets (we remarked that it
was robust). Today, the share of technology spend is consistent: 17.9%. Business
leaders tell us they are more focused on digital priorities like implementing cloud-
based platforms for workforce automation or investing in digital tools to improve
operational performance, rather than exploring emerging technology. And we
wonder if companies are over the fear of disruption so prevalent in the past few
years. Just 7% of executives say that combatting new industry entrants drove
their digital investments.

Executives expect
the internet of /3% say they
¢ things and artifical | are investing
intelligence to in IoT and
bring about the 549% in Al
biggest change.

Source: PwC, 2017 Global Digital IQ® Survey
Base: 2,216
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Emerging technologies must compete for attention with yesterday’s game-
changers, such as cloud, mobile, and analytics, which still command sizable
spending and mindshare, and often are necessary precursors to the latest tools.
Concerns about maturity and cost will slow adoption. And here, again, a lack of
attention to the human experience is holding companies back. In particular, the
survey reveals a shortage of relevant skills, which are insufficient to keep up with
investment trends and are quite scarce for many emerging technologies. And

so is a holistic focus on how emerging technology changes the customer or
employee experience.

Meaningful investments are flowing to the loT and Al, however, and substantial
growth is expected across a broader spectrum of technologies during the next
three years, in both the enterprise and startup communities. Robotics and AR
are the technologies poised for the greatest near-term growth.

N

The survey reveals a shortage of
relevant skills, which are insufficient
to keep up with investment trends
and are quite scarce for many
emerging technologies.
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Betting on the internet of things and
artificial intelligence

Which of the following technologies are you making
substantial investments in? (select all that apply)

. Today

. In three years

73%

Internet of things
63%

54%

Artificial intelligence
63%

15%

Robotics

31%

.

17%

B 10%
- KL

3-D printing

Augmented reality

24%

Virtual reality
15%
5%
Drones
N 3%
Blockchain

11%

Source: PwC, 2017 Global Digital IQ® Survey
Base: 2,216
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Investment levels for different technologies vary greatly by sector and business
model, depending on the needs of particular industries and the strategic goals
and desired outcomes of individual companies. Much of the spending is directed
at technologies perceived as disruptive and those that could lower costs.
Manufacturers are more interested in robotics and 3-D printing, for example,
while financial services firms are eyeing blockchain.

Greater than the sum of its parts

While the potential around these essential eight is considerable, it’s crucial for
organizations to think beyond individual technologies, as well as beyond their
own four walls. Executives need to develop a rigorous approach to emerging
technology, one that includes a formal framework of listening to those on the
bleeding edge, learning the true impact of these technologies, sharing results
from pilot projects, and quickly scaling by implementing them throughout the
enterprise. They also want to think about what role to play in emerging platforms
and ecosystems, such as those arising from the loT.

We will take a detailed look at how Digital IQ companies are wielding emerging
technology in our forthcoming deep-dive on Next in Tech, coming in March.

N

Develop a rigorous approach to
emerging technology—establish a
formal listening framework, learn
the true impact of bleeding-edge
technologies, share results from
pilots, and quickly scale throughout
the enterprise.
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Sizing up disruption

In the next five years, which of the following technologies
will be the most disruptive to your...? (select one)

. Industry . Business models

Internet of things

Artificial intelligence

Robotics

3-D printing

Augmented reality

Virtual reality

Drones

Blockchain

36%

42%

30%

22%

11%
13%

.
B
M -
. -

2%

.3%

B 4%
X

Y

3%

Source: PwC, 2017 Global Digital IQ® Survey

Base: 2,216
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Considerations for your business

A4

@ Make emerging tech a priority.

a Your leadership team should view emerging tech as a core competency
of the organization. If emerging technology is considered a side project, it
is unlikely ever to have any lasting impact on the organization as a whole.
Get your C-suite and your board excited about the potential for emerging
technology by showing demos at your next board meeting or encouraging
hands-on homework to experiment with consumer technology like home
automation systems or Al assistants.

O\ Appoint an emerging tech evangelist.

While emerging technology needs broad support, it also needs a single
individual who has ownership over your emerging tech initiatives. At the same
time, the emerging tech leader can’t go it alone. He or she will need to rely on
the expertise of other executives, as your organization thinks about applying
emerging technology to solve business problems. Identify those at all levels
and in all functions who are passionate about different technologies, and
create a team responsible for emerging tech scouting and experimenting.

@ Focus on the human experience.

As you experiment with emerging technology, don’t shortchange the
customer or employee experience. You can develop a digital product that
leverages Al, for example, but have you sufficiently thought through issues
like whether you’ve created the necessary trust and transparency your
customers and employees need, so your innovation becomes indispensable?

O Develop a scouting plan.

Most organizations don’t look broadly enough to identify how and where emerging
technology can make a difference. Beyond analyst reports, white papers,

and technology publications, a proper plan should go much deeper. Look to
underutilized sources, such as engaging with the startup ecosystem, participating
in open source development projects, and joining the maker community.
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