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preface
T

he four main Nordic countries−Sweden, Norway, Denmark,
and Finland−are generally seen as technologically advanced
front-runner countries that have been among the first to embrace
digitization. But is that the reality for its companies? How far along
are these firms in perhaps the greatest transformational challenge of
our time, the digitization of business?
To answer this question, BCG’s Nordic offices conducted a survey of
Nordic companies on their digitization efforts. We ran the survey in
parallel with a similar survey of companies worldwide. We were eager
to see how the Nordics compared against our global peers, where we
could improve, and what the Nordic digital agenda should look like.
The results are perhaps surprising and, we hope, thought-provoking. It is
clear that we have much to do in the Nordics to stay on top of our game.
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Executive Summary

D

enmark, Finland, Norway, and Sweden have enjoyed a
well-deserved reputation for advances in digital technology. Yet
the reality for Nordic companies is quite different. In recent years they
have failed to keep up with the advances of others. BCG’s global
survey of companies, based on each company’s self-assessment, found
that the Nordics compare well only on digital vision and strategy.
When it comes to execution, Nordic companies are well below the
global average.
A major reason for this digital gap is the lack of three key components: a high level of ambition, a laser sharp focus, and the ability to
execute. We recommend a “bigger, bolder, faster” agenda that emphasizes fewer but larger investments; projects that push the boundaries
of current business practices, and a decision-making process based on
agile principles that aims for tangible results within a year.
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Introduction

T

he digital age is upon us, thanks to a
number of major technologies and
trends. (See Exhibit 1.)

••

The explosion in data collection provides
unprecedented visibility of customers,
business activities, and market trends.
Upward of 90% of the world’s current
data points were created in the past two
years.

••

Near-real-time data processing, ubiquitous
storage, sophisticated analytics, and
advanced robotics are ramping up artificial intelligence and automation.

••

Consumers are increasingly digitally
connected and expect to engage with
brands anytime and anywhere, in a
personalized way. They want all their
providers to be on a par with the digital
leaders.

••

New forces, such as the sharing economy
and the crowdsourcing of contract workers, are upending markets. Startups are
disintermediating established companies
through the web and apps.

To thrive in this environment, companies
must move aggressively to digitize their core,
launch new digitally enabled businesses, and
build the needed capabilities. Incremental investments and improvements aren’t enough

for companies to flourish.
At the current rate of market development,
successful plans should be bigger, bolder, and
faster than ever before.
Bigger: GE is spending $1 billion to put sensors on gas turbines, jet engines, and other
equipment to improve their productivity and
reliability.
Bolder: Starbucks is a leading example in
building loyalty through digital solutions. The
order-and-pay feature of its mobile app already handles 30% of its payments in the
United States.
The app draws
on each customer’s historical
shopping behavior, personal
preferences, and
even the weather at the cusotmer’s location to
push attractive
relevant targeted
products.
Faster: Rather
than wait for
profitability,
Amazon has

“

Thriving in
the digital
age requires
bigger, bolder,
and faster
moves than
before.”
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Exhibit 1 |What’s Driving the Imperative to Digitize Business

DATA
EXPLOSION

PERVASIVE
DIGITALIZATION

ENABLING
TECHNOLOGIES

NEW
CONSUMER

Unprecedented
visibility on
customers,
business activities,
market trends

Omnichannel,
sensors, always
connected

Processing power,
storage and
robotics ready for
AI and automation

Ready to engage
with brands
anytime, anywhere

NEW MARKET
FORCES
Disinter-mediation,
sharing economy,
crowdsourcing, etc.

Source: BCG analysis

Exhibit 2 |Digital Leaders Are More Profitable
AVG 3-YEAR PERFORMANCE OF DIGITAL LEADERS & LAGGARDS (%)
60%

+18pp

40%

20%

0%

Gross margin

15%

10%

+4pp

5%

0%
Digital laggards

Net income
Digital leaders

Source: BCG analysis
1
N=4,700 SMEs in total, selected countries shown.
Note: Digital leaders = top 25% of companies in digital transformation index, Digital laggards = bottom 25% of companies in digital transformation
index. Digital transformation index measures the digital business and technical capabilities for 344 companies listed on U.S. exchanges. High web
= Use wide range of internet tools to market, sell and support customers, interact with suppliers, empower employees; Low web = Use of at least
one form of web tool, typically website or social-networking page; No web = No website
Source: BCG Perspectives “The Internet Economy in the G-20” (2012); Harvard Business School: “The Digital Business Divide: Operating Impact
of Digital Transformation (2016)”
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invested heavily to become the market-maker in promising new areas. Most of its businesses still barely break even, but the company as a whole now dominates its rivals.
Companies that move aggressively to digitize
their core business, and develop new digital
businesses, will reduce costs substantially
and outperform their rivals in sales growth
and margins. (See Exhibit 2.) They will also
better reach new customer segments and
markets. Digital is the key to sustained
growth globally.
Given these realities, it’s essential for companies and their home regions to understand
where they are on digitization and chart a
plan for competing. How do Nordic compa-

nies measure up? We conducted a detailed
survey of over a hundred Nordic companies
to assess the region’s current position and
understand future priorities. We included
Denmark, Norway, Sweden, and Finland.
(See the sidebar “The Survey on Digitization” and Exhibits 3, 4, and 5.)
We found that on the outside, our companies
look strong. Digitization is a major part of
their vision and strategy and a topic that is
often on senior management’s agenda. When
it comes to execution, however, senior executives of Nordic companies say they are struggling. Our bigger, bolder, faster agenda for
Nordic companies will give guidance and
support on the road ahead.

The Survey on Digitization
BCG conducted a detailed online survey in 2017 to see where Nordic companies stood on
digitization. This was part of a much larger survey that gathered responses from 1,300
companies in Europe and North America.
We heard from 109 Nordic companies with a majority of the respondents being CEOs or
one level below. We analyzed the self-assessments and compared them with global
averages to see where the companies were strong and where they needed to improve.

••

The survey asked 26 questions for an end-to-end view of all relevant digital dimensions. Each respondent judged his or her company’s digital maturity on a scale of one
to four.

••

We processed those results to generate the Nordics’ scores on our Digital Acceleration
Index (DAI).

••

We call the top DAI quartile of companies “digital leaders,” the second quartile
“digital performers,” the third quartile “digital literate,” and the bottom quartile
“digital passive.”

••

Note: a key part of our analysis involves comparing the Nordic self-assessments with
those from companies in other regions. But cultures of self-assessment vary by region.
Also, the industry mix of respondents is a bit different: technology, media, and telecom
companies, which tend to be more advanced with digitization, made up 30% of the
respondents worldwide, but only 17% in the Nordics.

••

There were also no energy firms among respondents in other regions, an industry that
seems to be a laggard on digitization. These differences might skew the results slightly,
but we believe the overall messages remain valid.
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Exhibit 3 | Survey Methodology

ONLINE
SURVEY

BENCHMARK AGAINST
A GLOBAL STUDY

26 questions with 5 options
• Measure digital maturity on scale 1-4
• Option to exclude the question

Compare Nordic scores against
DAI scores from a global study
Use the same deﬁnitions
for performance
• Top performers – DAI above 67
• Laggards – DAI below 43

Background questions
• Identify country, industry, etc.

CALCULATE NORDIC
AVERAGES

CALCULATE
DAI
• Scale responses from 1-4 scale
to 0-100 scale

• Average across all companies or
for countries or industries

• Average across all but omitted questions
or across a theme to get overall and
theme speciﬁc DAI scores

Source: BCG analysis.

Exhibit 4 | Response Overview Per Country
DENMARK FINLAND NORWAY SWEDEN
Consumer
& Retail

5

8

4

Energy

7

1

3

FI, PI & PE

2

2

OTHER

6

TOTAL
23

1
4

12
8

Health Care

3

4

Industrial Goods

8

Public sector

1

TMT

5

7

2

5

1

18

Total

29

28

16

33

3

109

12

5

7
1

2

Source: BCG analysis.
1
Duplicate companies and companies outside Nordic region exclude
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12

Surveys started
280

Surveys completed
122

38
3

Unique companies
1091

Exhibit 5 | Survey Dimensions and Structure
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5
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Vision

Degree of digital
disruption

New digital service
and product oﬀers

Digital change
management

Process digitization

Ambition

Prototyping

Customer experience
reinvention

Digital organization

Digital manufacturing

Priorities and alignment

Startup incubation,
VC, and M&A

Digital data-driven
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Digital academy
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Digital E2E supply chain

Roadmap

Performance gains
from digital

Digitally driven pricing

Digital ecosystem
and partnerships

Analytics and
insights reinvention

Next-generation sales

Transformation of tech
function (simplify IT)
Agile and DevOps
Data enablement
Digital architecture
and cloud
Cybersecurity

Source: BCG analysis
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Strong Digital
Foundations for
Nordic Companies

T

he Nordic countries have given their
companies a solid starting point for
digitization. They combine an extensive
digital infrastructure with a digitally oriented population. Internet and smartphone
usage, online shopping activity, and internet-enabled services are among the highest
in the world. All four countries are near
the top of BCG’s global e-Intensity index,
which measures the state of digital infrastructure, how pervasively companies,
consumers, and governments use the
internet, and spending on online retail and
advertising. (See Exhibit 6.)

“

Thanks to free, high quality education and
strong institutions, the Nordics also rank high
on educational attainment and educational
spending as a percentage of GDP. Greater education should
correlate with
greater digital
aptitude and activity.

Most Nordic
companies
are clear on
their direction and
goals for
digitization.”
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As for the companies, they
generally have
healthy balance
sheets with the
wherewithal to
invest in digital
initiatives. Digitization takes a

substantial up-front investment in technology, processes, and people. Compared with
counterparts in other countries, Nordic
companies are slightly more likely to pay
larger dividends, so they should have cash to
spare.
Nordic companies can also take encouragement from their overall track record on
innovation. This includes not only worldclass leaders like Ikea and (for a time) Nokia,
but also recent digital successes, or “lighthouses,” such as Spotify, Supercell, and
Klarna.
They can also benefit from the presence of
global digital leaders such as Google and
Facebook, which have disproportionately
large Nordic investments because the
cooler climate is well suited to hosting data
centers.
Along with these favorable conditions,
most Nordic companies have developed a
robust strategy for digitization and digital
initiatives within business units as well as
company-wide. In these areas, Nordic companies are as strong as the average of all
companies globally in the survey. (See Exhibit 7.)
Nordic companies also have solid accountability at the top. A 2017 BCG survey found
that most Nordic boards have digital among

Exhibit 6 | 2016 e-Intensity Index Scores
TOP 10 COUNTRIES
WITH DIFFERENT STRENGTHS (RANK)

2016 E-INTENSITY
South Korea
UK
Norway
Denmark
Netherlands
Finland
Japan
USA
Sweden
Iceland
Taiwan
Australia
Estonia
Singapore
Ireland
Switzerland
Hong Kong
Germany
Belgium
China
France
Canada
New Zealand
Czech Republic
UAE
Austria
Israel
Cyprus
Latvia
Portugal
Spain
Lithuania
Poland
Slovakia
Hungary
Russia
Saudi Arabia
Slovenia
Italy
Chile
Greece
Bulgaria
Malaysia
Croatia
Turkey
Brazil
Uruguay
Georgia
Romania
Argentina
Kazakhstan
Costa Rica
Thailand
Serbia
Ukraine
Panama
South Africa
Mexico
Colombia
Vietnam
Philippines
Venezuela
Peru
Morocco
Indonesia
Bolivia
Kenya
Tunisia
India
Egypt
Nigeria
Algeria
Pakistan

8
7

69
69
68
68
67
66
66
62
62
61
60
60
60
60
58
57
57
56
56
55
54
54
53
52
52
51
50
49
49
48
46
46
45
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45
44
41
41
37
36
35
35
35
35
34
34
34
33
32
32
30
29
28
27
26
26
26
24
23
22
21
21
21
20
19
19
15
14
13

81
77

Rank

Country

Enablement

Expenditure

Engagement

1

South Korea

5

3

9

2

UK

22

2

3

3

Norway

6

9

5

4

Denmark

10

4

21

5

Netherlands

23

5

1

6

Finland

7

12

2

7

Japan

2

17

6

8

USA

12

6

10

9

Sweden

9

7

12

10

Iceland

8

19

14

Source: BCG analysis.
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Exhibit 7 | Nordic Companies On Par With Global Average on Vision and Priorities
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TARGET STRATEGY
AND PRIORITIES

DIGITAL
PASSIVE

DIGITAL
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Vision
Ambition
Priorities and alignment
Roadmap
Nordic bottom quartile

Nordic average

Nordic top quartile

Global bottom quartile

Global average

Global top quartile

Source: BCG analysis.

their three priorities for the business.
Going beyond averages, our best companies
are as strong on vision and strategy as the
strongest globally, while our bottom quartile
performs somewhat worse than counterparts
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elsewhere. Overall, we seem quite clear on
direction and goals. This is a great starting
point.

Falling Short
on Execution

T

he trouble lies in execution–in
aligning the organization and pushing it
to implement the digital strategy. Only half of
Nordic companies had set a level of ambition
for their digitization strategy, and fewer had
organization-wide guidelines for evaluating
and encouraging digital projects. In both of
these areas, they fell below global averages.
(See Exhibit 7.)
The trend continues across the four other
study dimensions: building new businesses,
digitizing customer engagement and core offerings, developing digital capabilities, and
transforming technology and operations. In
each area, the average for Nordic companies
came in well below the global average. (See
Exhibit 8.)

Building New Businesses and
Ventures
The biggest gap between Nordic companies
and global peers seems to be in building new
digital businesses. Here the Nordics fall below the global bottom quartile. As always,
there are strong performers such as OP bank
in Finland (see the case study for more information), but in general this seems to hold
true. Our scarce investment money seems to
flow more naturally into short-term cost-saving opportunities, than into risky new areas.
Moreover, new digital businesses are often

disruptive to the existing core business, making them even more difficult to push through.
Resistance to digital disruption is usually
short-sighted, since digital will inevitably
change the rules of most if not every business, and it is better to be in the driver’s seat
of this change. Results in this category are
therefore particularly alarming. How can we
stay on top of the game if we aren’t willing to
take the future in our own hands?
In addition, key development practices, such
as rapid prototyping, startup incubation, and
digital acceleration centers, are present in
only a few large-scale companies. Most companies seem to be at the very beginning of
this journey. (See Exhibit 9.)

Digitizing Customer Engagement
and the Core Offering

“

With customers expecting higher levels of engagement, it’s essential for companies to digitize
how they connect with the
marketplace and
deliver products
and services. Yet
the average Nordic company is
barely digitally
literate in this

Execution is
clearly our
greatest
challenge.”
The Boston Consulting Group | 13

Exhibit 8 | Nordic Companies Fall Short on Most Dimensions
DIGITAL
PASSIVE
0

1

Set vision,
target strategy
and priorities

2

Build new
businesses
and ventures

3

Digitize customer
engagement and
core oﬀering

4

Build digital
capabilities

5

Transform
technology
and operations

DIGITAL
LITERATE
25

DIGITAL
PERFORMER
50

DIGITAL
LEADER
75

Nordic bottom quartile

Nordic average

Nordic top quartile

Global bottom quartile
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Source: BCG analysis

Exhibit 9 | Building New Digital Businesses Is a Major Challenge
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Prototyping
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Global bottom quartile

Global average
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Source: BCG analysis.
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DIGITAL
LEADER
100

Nordic Financial group backing new ventures (OP)
OP, a leading Finnish financial institution, is pursuing growth by investing in digital
ventures. These are an integral part of the company’s new strategy and OP has decided to
invest €2 billion in it’s overall digital transformation. OP has an ambitious plan to add
health care services as the fourth key business area in addition to banking, insurance, and
investment services. Recently the company also entered the mobility services arena by
establishing DriveNow, a joint car-sharing business with BMW, Mini, and Sixt.

area, little better than the bottom quartile for
companies worldwide. The worst area is in
digital pricing, but Nordics also fall short in
reinventing the customer experience, data-driven marketing, next-generation sales,
and new service and product offers. All of
these activities can generate significant incremental revenue−something many Nordic
companies lack compared with global counterparts.
Most of these areas call for investments in
the underlying capabilities, as well changes in
the operating models. For example, digitally
driven pricing, an area with a great deal of
short-term potential, requires a revamp of the

entire end-to-end pricing process, ultimately
leading to most pricing decisions being made
by algorithms with little or no human interaction. If executed correctly, this leads to revenue optimization as well as lower process
costs. But it takes a fundamental change to
get there. (See Exhibit 10.)

Building Digital Capabilities
Nordic companies are taking the right steps
toward digital capability building, as seen in
their placement near the global average in
devising roadmaps for digitization. But how
far have we come in turning these roadmaps
into reality?

Exhibit 10 | Digitizing Core Offerings at an Early Stage
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Source: BCG analysis
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The over 100 senior respondents to our survey suggest that the Nordics are not so very
far from achieving these goals. Most Nordic
companies are well into the “digital literate”
stage, but still below the global average.
What’s keeping us back is partly our ambition level. Stronger overall ambition would
lead to greater focus on building up digital
capabilities. Many companies are also struggling to find the right talent. Smaller, more
nimble companies are attracting talent away
from the larger established companies in data
analytics, software development, user experience design, and other areas. Most legacy
companies must change their employee
branding and value proposition, or form partnerships with companies that appeal to the
stars of the future.
Finding the right people is one thing−making
them productive is another. This often requires changes in organization structure, incentives, training programs, and other areas,
that enable, rather than restrict, innovation.
This is why many companies launch major
culture initiatives as part of their digital
transformation. (See Exhibit 11.)

Transforming Technology and
Operations
Most companies see digitization of the core
and the search for cost savings as the most

natural place to start. Yet, surprisingly, the
Nordic results in transforming the core are
very low, toward the low end of “digital literate” across the category. Low scores in process digitization and digital manufacturing
are especially unexpected as those are both
associated with a large cost base.
Perhaps our companies are still too focused
on traditional IT and technology matters, and
spend more time ensuring that the basics
work and less time worrying about future requirements. (See the Tata case study for an
example of where companies can go here.)
In addition, in most cases we also have complex legacy systems that require major overhauls to become competitive. It is easy to
postpone these decisions while the legacy systems continue to function. But it is clear that
we have a lot to do to take our technology enablers to the next level. (See Exhibit 12.)

Other Observations
While Nordic companies are generally behind
global peers, some industries did better than
others. A full quarter of financial services
firms were high performers on the global level, and only 38% fell into the bottom quartile.
Technology, media, and telecom also scored
respectably. Results for consumer and retail
companies were mixed: 14% performed well,

Exhibit 11 | Building Digital Capabilities Takes Longer Than Anticipated
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Source: BCG analysis.
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DIGITAL
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100

Indian manufacturer developing a digital supply
chain (Tata Steel)
Tata Steel, one of the world’s largest steelmakers, is developing an end-to-end digital
supply chain to tackle the challenges of its complex industry: multiple-staged production
process, high volatility in the end market, and very large and diverse customer base. Tata
has launched a holistic digitization program covering all dimensions, with the digitally
enabled supply chain just one focus area. Tata’s effort to transform the value chain with
digital includes such initiatives as advanced algorithm-based demand forecasting,
predictive asset maintenance, real-time video analytics and in-plant Uberization.

but two-thirds were in the bottom quartile.
The energy and industrial goods industries
performed dismally, with no high performers
at all and nearly every company in the bottom quartile. (See Exhibit 13.)
In fairness, a similar pattern seems to play
out for global aggregates. The worldwide survey had a narrower mix of industries, so we
can’t compare them precisely, but throughout

the world, an industry’s degree of exposure to
direct consumer sales may have a lot to do
with performance. Companies that are directly exposed to the consumer marketplace,
where customer behavior has already radically changed, are often more motivated to raise
their digital game. This will naturally change
rapidly as B2B companies are increasingly exposed to new customer demands. This year,
nearly half of B2B buyers are millennials

Exhibit 12 | For Most, Transforming Technology and Operations Has Not Truly Begun
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with new requirements for the companies
with which they do business.
While we found clear differences across industries, the variations across countries were minor and within the margin of error. Finland
and Sweden were slightly above the Nordic average, while Denmark and Norway were slightly below. This suggests there are common
challenges across Nordic companies. (See Exhibit 13.)
Given their strong foundations and notable
success, why are so many Nordic companies
scoring so low compared with global benchmarks?
Some of the shortfall can be explained by
limitations in the worldwide sample, which
overrepresented technology, media, and telecom companies while underrepresenting energy companies.
Another potential issue is selection bias:
since most people in Nordic companies are
already quite digitally conversant, they may
have higher expectations for digitization
than people in other regions. Relative to
global averages, they may understate their
progress.

Still, the gap between Nordics and the rest of
the world is so great that we think it has a
solid basis in reality. The main reason is likely
the general Nordic culture, which is still generally conservative and risk averse. Global
trailblazers are outliers, not representative of
Nordic business culture.
The “Law of Jante,” described by novelist
Axel Sandemose in the 1930s, is not as powerful as it used to be, but many Nordics are
still suspicious of a high degree of individual
success. They prefer incremental achievement, the opposite of the bigger, bolder, faster approach that digital leaders embrace.
The problem is not innovation per se, but implementation. Nordic countries (with the exception of Norway) continue to appear near
the top of the Global Innovation Index. Even
here, however, the news is worrisome, as
only Denmark increased its R&D spending
as a percentage of GDP from 2006 to 2014.
Over that same period, Japan, South Korea,
and even Germany raised their stakes significantly.
That same lack of rigor can manifest itself in
other ways. A 2016 review by BCG found that
only a third of Nordic CEOs even mentioned

Exhibit 13 | Digital Differences Are Small Across the Nordic Countries
DENMARK FINLAND

NORWAY

SWEDEN
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25.0

19.3

35.6

FI, PI & PE
Health Care
Industrial Goods
Public sector
TMT
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35.3
55.4
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Source: BCG analysis
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55.8
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Digital
passive
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8-15
0-7

digitization in their annual shareholder letters. That same year, a survey of Nordic board
members indicated that only half of the directors felt they had the skills to help their
company figure out its digital future, even as
81% of them said digitization would deeply
affect their company.

maintain their position. The Nordics were a
frontrunner in digitization in earlier years
with online banking and related advances,
yet since those wins they have not stepped up
the pace quickly enough. Companies in other
regions are now passing them by.

Nordic companies are also suffering from the
Red Queen effect: in a fast-changing environment, everyone needs to keep moving just to
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The Digital Agenda
for Nordic Companies

H

ow can Nordic companies catch up to
global competitors?

Digitization is a transformative process that
should be approached holistically. Building on
their strong foundation, the Nordic companies
need to move aggressively on multiple fronts.
They should begin by defining a clear, digitally
enabled business strategy that sets the overall
direction and ambition level. BCG has found
that successful companies quickly turn this
strategy into action and concentrate on both
digitizing their existing core business, and
making a few large bets for digital growth.
Meanwhile they systematically build all the
needed enablers−ranging from people and organization to data, analytics, and technology.

“

The balance between digitizing the core and
promoting new digital growth naturally depends on the company’s specific situation.
However, in all the successful companies we
have come across, both areas have been high
on the management agenda
and been invested in and given
serious attention. (See Exhibit 14.)

It is time to
significantly
raise our
ambition
level.”
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Our survey results suggest
that Nordic com-

panies have a common issue: they have been
focused on getting the overall strategy and direction right, but have not taken the needed
steps to turn strategy into reality. Compared
with global peers, we seem to be badly underinvesting both in digitization of the current core and in new digital growth. We are
also falling significantly behind in building
the capabilities of the future. There are several reasons for this.
First, most companies we talked to have a
very large number of digital initiatives in
their portfolio, but these are generally tiny
compared with the overall scale of the business. It is very unlikely that a scattered portfolio of small projects will eventually move
the needle at large corporations.
And at most companies, we rarely see dedicated resourcing, teams, and structures outside of the mainline organization to drive the
key digital initiatives that are often a prerequisite for overall digital development.
Second, most projects aim for incremental development. While incremental development
is needed, it rarely leads to ideas that leapfrog or transform companies. It helps to move
companies along the current trajectory, but if
the trajectory changes, incremental development is less helpful.
Third, most Nordic companies are still work-

Exhibit 14 | The Digital Framework: Digitizing the Core, Digital Growth, Building Enablers
BUSINESS STRATEGY DRIVEN BY DIGITAL

DIGITIZE THE CORE

Product & service
innovation

Operations

Go to market

Support functions

NEW DIGITAL GROWTH

SHARED DIGITAL ACCELERATORS

People & organization

Data & analytics

Technology

Ecosystems

Source: BCG analysis.

ing within the traditional waterfall approach
with long lead times and planning cycles.
This inevitably leads to slow time-to-market
as well as difficulties in course-correcting
projects.
We believe there is a clear and strong call to
action for companies across the Nordics. With
the current trajectory, we are falling behind
in all dimensions. Therefore, we propose a
“Bigger, Bolder, Faster” agenda to raise the
overall level of ambition. It will help companies move quickly from strategy to execution,
and go beyond incremental, small-scale piloting.
We firmly believe that digital transformation,
like any other transformation, needs three
components to succeed. In the short-term, it
needs to generate incremental profits, by cost
savings or new revenues, to fund the journey
into the future. These should be invested in
new products, services, and business models
to stay competitive and win in the medium
term. While doing all this, companies also
need to build the required capabilities for sustained performance over the long term.
Thus each company should have three paral-

lel activities running: some to fund the journey, some to push the boundaries of current
business, and some to upgrade capabilities
for future needs.

Bigger: Funding the Journey
Boards are generally, and correctly, focused
on keeping costs and revenues in good balance at all times. Thus, a central challenge to
digitization is how to pay for it, as these investments tie up significant amounts of cash.
To do so, companies can set up initiatives
around the core that promise substantial bottom-line results in the short term, such as automating support functions and processes.
Digitally enabled pricing and next-generation
sales can also drive short-term top-line
growth for incremental profits.
Those funds are especially important where
Nordic companies compete against global giants, which is most industries nowadays. Digitization will further increase global competition by removing barriers to entry and
connecting consumers and business customers with companies across the globe over the
internet. In this context, digital investments
need to be big enough to make a difference.
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Having numerous small initiatives in the
portfolio is a good start and great for experimentation, but over time this approach is unlikely to make a real difference. It also fosters
a mentality of “we are working on this, we
have this covered,” which in most cases is
misleading or even harmful.
As Nordic companies cannot compete in the
absolute size of the investment, we need to
clarify what’s essential for our future success−
and then double down on few select areas. If
our future success depends on being a cost
leader, how can we accelerate automation and
bring it to a completely new level? If we are a
sales-driven company, how can we use analytics to bring our customer experience and pricing capability to a best-in-class level?

“

Once we know which area gives us the best
return, we need to size the investment in the
right way. Unfortunately, the bar is set high.
For example, becoming a digital cost leader
in the financial services industry is likely to
require technology, system, and people investments in the range of a couple of hundred
million dollars. Similarly, becoming an insights-driven
sales company is
a major undertaking. It is important to have a
realistic discussion about the
ambition level
and investmentsrequired to get
there.

A large
number of
small
initiatives is
unlikely to
make a real
difference.”

We believe that a
few significant
and well-positioned digital investments will have a much better yield than a
number of small, scattered investments. Nordic
companies should also pay more attention to
linking their digital initiatives with direct business benefits and relentlessly monitoring that
these benefits are actually realized.

Bolder: Winning in the Medium
Term
The future depends on both digitizing the
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core and achieving new digital growth. To get
there, Nordic companies must make bets that
go well beyond incremental development. For
most companies and industries, digital represents a real disruptive threat−one that is
difficult, if not impossible, to confront by investing only in familiar areas where they can
also help the existing businesses become incrementally better. Companies must go beyond their comfort area.
Digital attackers are new business ventures
that intentionally aim to disrupt the existing
core business. Launching a digital disruptor at
arm’s length from the mother company, is a
bold move, but quite often necessary. Senior
leaders need to ask, “How would an entrepreneur, without the burden of our legacy investments, redo our business in a digital way?
How would that change the rules of the
game? Should we be proactive and do this
now, before anyone else does?”
The challenge with these bold initiatives is
that it’s impossible to accurately forecast
their financial development. One of the most
common pitfalls is to use the same metrics as
in mature businesses. A standard P&L statement might put the focus on short-term profitability, whereas in many cases, leading indicators such as customer acquisitions or cohort
profitability (the lifetime value of a certain
acquired customer group) tell a lot more
about the health of the new business.
Companies can also approach digitization of
the core in a bold, new way. For example,
they could follow Starbucks’ path and become an insights-driven sales company. (See
case study.) Catering to a segment-of-one
(each individual customer is a segment) entails a fundamental change across all major
processes and defines the game in a new way,
although the products and services offered
remain the same.
To make bold digital investments, we need to
increase our risk appetite as well as change
the way we measure success. Getting this
right is essential for Nordic companies. Digital disruptions do not recognize borders, as
evidenced by the downfall of once-mighty
Finnish retailer Stockmann, brought to its
knees by mostly foreign e-tailers.

Global retail company leveraging segment
of one (Starbucks)
Starbucks has learned to personalize its offerings with data from its mobile app that goes
beyond each customer’s historical shopping behavior, personal preferences, and local
weather. The app also works with Starbucks’ rewards program to push customers toward
certain products. It even allows customers to download a song they hear played in a café
to their own music list. In this way, the company personalizes its sales and marketing
efforts to a segment of one: each individual customer. This hyper-customized approach
has generated significant incremental sales.

Faster: Building up the Required
Capabilities

To fully realize these big and bold digital investments, companies need to build up their
digital capabilities. Execution must be fast,
unhampered by traditional corporate structures oriented toward stability.
Successful companies use agile principles
that offer greater freedom with clear and ambitious targets. Similarly, to support new digital structures and solutions, IT departments
need to work faster, more flexibly, and in a
more collaborative way. They may need to resort to “Two-Speed IT,” separating the development of new digital solutions from traditional IT maintaining mission-critical core
functions. Instead of long and costly renewals
of legacy software, IT must also be willing to
experiment if that’s what is needed to get
solutions to the market fast.

All of this requires new capabilities on multiple fronts. Companies need to bring on fresh
talent with mastery of the new skills required,
and who can upskill the rest of the organization. Many of the underlying technologies
need to be replaced and processes re-engineered. Also, existing cultures need to evolve
to foster behaviors more open to risk-taking
and entrepreneurship. And all of this needs
to happen faster than ever before.
It is still very common to see a three-year
transformation plan with monthly updates to
the CEO hanging on the wall of the strategy
director’s office. While there is nothing wrong
with long-term plans, the pace of interaction
needs to be raised to a completely new level.
Progress needs to be measured on a weekly
basis, with course corrections easily made
based on what customers are saying. New
products and services must get to the market
much faster.

It is essential to commit to tangible results
that are at most a couple of months ahead. If
that seems impossible, we need to rethink the
approach. Very often what’s holding us back
is our traditional process that starts with business requirements, goes to specifications, and
then to building the first pilot version. In today’s world we should aim to push the first
rough-cut minimum viable product out in a
few months and iterate from there.
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Closing Words

M

any readers may find the results of
this study surprising given the Nordic
reputation as technologically advanced,
front-runner countries. But the world is
progressing rapidly and many companies
elsewhere are stepping up their game. The
results from more than 100 Nordic companies
are clear in any language. They say: While we
know the direction to go, we are falling significantly behind in execution.
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For Nordic companies to become winners in
the ongoing wave of digitization, we need to
change the current trajectory. It is time to
move from planning to execution. It is time to
make bigger and bolder digital investments
and execute them faster, while funding the
journey with short-term wins.

note to the reader
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