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Introduction

Humans today have access to more technology and are 

more connected than ever before. Isn’t it ironic, then, 

that Western economies are struggling through one of 

the longest periods of productivity growth stagnation 

this century?

Every workforce is being impacted by the transforming 

effects of digital, globalisation and the relentless march 

of automated robots. Over 50 years ago, Moore’s Law 

detailed how computing power doubles every 18 to 24 

months.1 Since then, virtually everyone living on the 

planet today has been personally impacted by the rapid 

rate of technological change.

It is so commonplace to hear businesses and individuals 

talk about being swamped and overwhelmed by the 

pace of change today that it no longer raises anything 

more than a shrug. However, it’s now clear that the 

workplace, the workforce and the nature of work has 

been revolutionised by one almighty digital explosion.

‘The World is Flat’ author Thomas Friedman, in his 

2016 book ‘Thank You for Being Late’ points to 

the exponential rate of change digital technology is 

driving. He contrasts the breath-taking pace of digital 

with the more linear ability of people, businesses and 

government policy to keep up and adapt to change.

In this paper, we argue that one reason why productivity 

may have failed to keep up is that business leaders often 
mistakenly view ‘digital’ as a technology challenge 
rather than one of mindset and cultural change. 

NKD believes that to overcome this productivity 

plateau we need to help leaders change the way they 

think about the digital opportunity.

1   G. E. Moore, ‘Cramming more components onto integrated circuits’ in Electronics,  
Vol. 38 No. 8 (April 1965)



Is it really so different?

How many times have we heard – ‘this time  
it’s different’? Well, this time it is, because some  
really strange things have been happening in the 
world of business. 
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'Digital'and the  
Digital Revolution
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Airbnb, the world’s largest renter of 
accommodation, has more rooms than 
all of the biggest hotel groups combined. 
Airbnb is valued at $31 billion, is twice 
the value of the Hilton group founded in 
1919, runs on just 1% of its employees, has 
been in existence for under ten years – the 
company doesn’t even own a single room. 

Uber, the world’s largest taxi company, is less 
than seven years old, valued at approximately 
$70 billion, and doesn’t own a single car. 

Alibaba, the world’s most valuable 
retailer, has no inventory. 

Facebook, the world’s most popular media 
owner until very recently, was founded on 
user-created content rather than its own. 

9



What’s behind the numbers?

Many of the reasons go back 50 years to the predictions of 
Gordon Moore in 1965. Moore made a wild stab at predicting 

that computing power would double every 18 months and come 
down in cost at the same time.2 Turns out, he got it just about right, 

and ever since then computing power has been doing just that. 

To put this into context, imagine if a VW Beetle from 1971 had 
improved as much as Intel’s first microchip – it would today be able to 

travel at 300,000 miles per hour, with fuel consumption of 2 million 
miles per gallon, and the car would cost 4 pence in today’s money.3

2   G. E. Moore, ‘Cramming more components onto integrated circuits’ in Electronics,  
Vol. 38 No. 8 (April 1965)

3  Fortune, ‘Intel Celebrates Moore’s Law…with Gordon Moore’ (May 2015), accessed 
18 April 2018
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To illustrate what’s been happening to computers themselves, in 1997 
the world’s first ‘supercomputer’, called Red, was the size of a tennis 
court, it used as much electricity as 800 houses and cost $55million 
dollars. In 2006, Sony launched a supercomputer equivalent to Red 

which they called the PS3 (PlayStation 3), and it sat under the televisions 
of millions of people around the world.4

When something doubles in value consistently over time, we call it 
exponential growth, and it ends up delivering some incredible results: 

double the number one and keep doubling the result – after 30 doubles 
you get to above one billion. Most of the ‘exponential’ companies 

described here have benefited hugely from the results of Moore’s Law, 
and of course, it’s still happening.

4  See: J. Lanchester for London Review of Books,  
‘The Robots are Coming’ (March 2015), accessed 18 April 2018
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How well are people adapting?

Craig Mundie, a supercomputer designer and former 

Chief of Strategy and Research at Microsoft, defines 

this moment well:

“When the rate of change eventually exceeds the 

ability to adapt you get ‘dislocation.’ ‘Disruption’ is what 

happens when someone does something clever that 

makes you or your company look obsolete. ‘Dislocation’ 

is when the whole environment is being altered so 

quickly that everyone starts to feel they can’t keep up.”5

To put this concept into a more visual context, Friedman 

quotes a conversation with Eric Teller, the CEO of 

Google’s Alphabet X division, which produces the 

Google self-drive car. Teller says: 

‘The Astro Teller’s Graph’ from T. Friedman, ‘Thank You For Being Late’ (2016)

We are here
Human Adaptability

Technology
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" The accelerations in Moore’s law and in the 
flow of ideas are together causing an increase 

in the pace of change that is challenging 
the ability of human beings to adapt." 6

Eric Teller 
Google’s Alphabet X division CEO
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At first, the speed of technological change is very 

gradual, but as innovation and scientific discovery build 

one upon the other over time, the line swoops up higher, 

representing a faster rate of accelerating change. Teller 

explains that, 1,000 years ago, it might take 100 years 

for anything dramatic to change, but as time went on 

new technologies were being introduced and becoming 

mainstream in a few, short years.

Teller then plots the straight linear line representing 

‘Human Adaptability’ to change. He explains that our 

adaptability began at a higher level than technological 

change. However, he argues that the pace of 

technological and scientific change has outstripped our 

capacity to absorb those changes.

Teller further argues that the gap between the black 

square and the ‘Human Adaptability’ line is “causing 

us cultural angst… it’s also preventing us from fully 

benefiting from all of the new technology that is coming 

along every day."7

Furthermore, our leaders are just as affected by the 

dislocation of having to adapt to, and absorb, the 

changes as everyone else. In fact, since most senior 

leaders on the boards of FTSE 250 companies are more 

likely to be baby boomers, the pace of technological 

change has threatened to leave them far behind!

 

5  C. Mundie in T. Friedman, ‘Thank You For Being Late: An Optimist’s Guide to Thriving 
in the Age of Accelerations’ (Penguin, 2016)

6  E. Teller in T. Friedman, ‘Thank You For Being Late: An Optimist’s Guide to Thriving in 
the Age of Accelerations’ (Penguin, 2016)

7  E. Teller in T. Friedman, ‘Thank You For Being Late: An Optimist’s Guide to Thriving in 
the Age of Accelerations’ (Penguin, 2016)
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The combined impact of Moore’s Law 

and the Big Six Technologies

Unknown to many of us, over the last ten years, digital capability  
has been increasing at an exponential rate due to the combined 
impact of Moore’s Law and the development of approximately  

six key technologies since 2007: 

These technologies have been converging and interdependently  
supporting the growth of each other, and they have been driven by 

the innovation, leadership, collaboration, learning, teamwork and 
entrepreneurship of digital visionaries.

It wasn’t too long ago that scientists and the general public would  
have laughed at the prospect of robots taking over skilled human 

jobs. Driverless cars, algorithms, unmanned drones and various other 
technologies have destroyed that belief. So, what has changed over the  

last ten years that makes this world of robots so much more real?

Sensors Big data Software

Networking Mobile Cloud technology
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Sensors
Humans have five highly developed senses that help 

them to notice changes in the environment. Likewise 

digital technology has rapidly developed the capability 

to notice and track changes in a very similar way. Anyone 

who has used a Fitbit or Apple Watch has experienced 

the feedback from the sensors in these devices. Today’s 

sensors can capture granular information about almost 

any kind of input like heat, movement, pressure, light 

and moisture. Sensors provide all of this information 

in a readable form so that data on the condition of 

buildings, machines, cars, home electrical appliances, 

people and animals, to name a few, can be fed back to 

a central point. 

Virtually anything can be connected up with sensors, 

and the data that is transmitted can be analysed in real 

time and acted upon. Developments in materials science 

and nanotechnology have developed sensors that are 

now so small, low-cost and resistant to heat and cold 

that they can be applied to almost any situation. Sensors 

can now even be painted onto engines, buildings and 

machines with a process called ‘3D inking’.

This means, for example, that the data delivered from 

machines can be used to define the optimum time 

for maintenance. Buildings can tell us when they get 

too hot or cold; even rubbish bins have become so 

intelligent that they can tell you exactly when they need 

to be emptied.

THE implications? 

The insights captured from sensors have been 

revolutionising how decisions are being made across 

industry from a preventative and predictive perspective. 

The advancement in sensor technology in combination 

with developments in software applications means that 

sensor capabilities are also accelerating at a Moore’s 

Law pace. 

Examples:

Utilities multinational Centrica is investing £500 million 

on expansion into the EU home device and sensor 

market with a collaboration between spin-off company 

Hive, Salesforce and British Gas in the UK and Italy.8

8  The Telegraph, ‘British Gas warms to Europe with Hive ‘smart home’ expansion’ 
(November 2017), accessed 18 April 2018
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Do your leaders 
understand how sensors 

could be applied in 
your business?

 
Are they aware of how 

businesses from different 
sectors could use sensors 

to disrupt your market?
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Are your leaders  
making decisions  
on instinct or  
real-time data?

Are they encouraging 
data-driven decision 
making in their teams?

Do they know how 
to apply big data to 
exploit new business 
opportunities? 
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Big Data
At the end of 2005, Google decided to give the open-

source data community an insight into how it linked 

hundreds of computers to make them behave like 

one giant computer. This was an enormous coup for 

the community, and on the back of this generosity, a 

big data software company called Hadoop was born. 

Facebook, Twitter and LinkedIn all started building 

on Hadoop, which is one of the reasons why they 

all emerged around 2007. The big data technology 

enabled them to do much more with the information 

they were collecting. Hadoop had also cracked the 

challenge of being able to search unstructured as well 

as structured data.

All of this led to big data analytics and enabled enormous 

amounts of data to be analysed, patterns identified 

and better decisions made on the back of the detailed 

insights extracted from the information. 

Examples:

Google has been able to reduce the cooling energy 

required by its data centres by 40% by harnessing 

machine learning, historical data from sensors and 

neural networks.9

9  DeepMind, ‘DeepMind AI Reduces Google Data Centre Cooling Bill by 40%’ (July 
2016), accessed 18 April 2018

THE implications? 

These big data developments have also fuelled the 

current explosion in capturing and analysing data from 

the Internet of Things (IOT). This technology is the 

forerunner of machine learning using data from the 

IOT. Machine learning enables us to identify patterns 

from huge amounts of data that would be impossible 

using human processing with ordinary computing
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Software
Software is now so ubiquitous it is easy to forget that 

its main task is to remove complexity. In the days before 

Uber, we would walk outside in the rain and wave our 

arms furiously at every passing taxi. If that didn’t work, 

we’d find the number of a local taxi firm, call the number, 

be put on hold for ‘a second’ and then be told it will take 15 

minutes for your cab to arrive (subject to traffic). Today, 

we open our Uber app, pop in our destination and wait 

for it to arrive – done! The software app has removed the 

complexity normally involved in booking a taxi. 

Not only was the process of booking the taxi simple, 

paying for it was even easier because the application 

already had your credit card details to pay Uber 

automatically once the journey is complete. The 

payment element of the complexity has been removed 

thanks to another capability the software has – the 

ability to link up with other software applications. This is 

possible due to functionality called an API (Application 

Programming Interface). 

APIs allow applications to talk to each other and send 

data back and forward so that they work together. APIs 

mean that any software application can seamlessly 

connect to any other application – reducing the 

complexity challenge even more. 

What are its implications? 

The process tools for producing software are accelerating 

at an increasingly exponential rate. This means we now 

have millions of people around the world writing more 

software applications quicker and quicker every year. But, 

not just that: because they all have access to APIs, they are 

‘virtually’ working together because they’re all connected 

via ever-improving API technology.

If your head is already spinning in an exponential Moore’s 

Law universe, let’s now add another turn by throwing 

GitHub into the mix. GitHub is an open-source community 

of over 25 million developers who use this platform to 

collaborate, learn and share best practice for building, 

sharing and improving software applications. Think of it 

as a cross between Wikipedia and Amazon for software 

applications. Just like all open-source communities, 

members of GitHub contribute their ideas for new 

applications or for improving existing apps, only for the 

recognition from their colleague developers – they do it 

for the fun!

Big companies like Microsoft, Walmart and countless 

others use GitHub and other open-source software 

platforms to improve their application code without 

having to hire their own coders. Anyone can go to GitHub 

and request the latest open-source software application 

for anything they need.

This means that, just like computing power, software is being 

exponentially improved by Moore’s Law. Each improvement 

in functionality gets added to the previous improvement. 

Software is removing more and more complexity from 

our lives. APIs connect the applications with further 

applications, and open-source communities like GitHub 

are making improved software available to anyone who 

wants to speed up their development cycles.

Examples:
Microsoft announces an open-source beta version 

(available on GitHub) of an advanced virtual world for 

training autonomous drones, as well as other gadgets that 

move on their own.10 

 10  TechCrunch, ‘Microsoft open sources a simulator for training drones, self-driving cars 
and more’ (February 2017), accessed 18 April 2018
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Do your leaders 
understand why  

open-source software  
is redefining what it  

means to invest in 
development?

Are they enquiring 
how their external and 

internal facing software 
could be improved?
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Are your leaders aware 
of the latest automated 
networking capabilities 
to transmit large amounts 
of data at lightning-fast 
speeds regardless of  
where their customers  
are in the world?
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Networking
The story of connectivity involves a very similar 

Moore’s Law development path which has dramatically 

quickened the transmission speeds of data and voice 

down fibre optic cables under the sea. At first there 

were limitations caused by the fibre cables; then there 

were challenges with signal strength weakening and 

amplification. After these were solved, engineers found 

novel ways of pushing more information through the 

cables using lasers, glass and even the colours in light. 

Transmission speeds are now more than half the speed 

of light – which is 300 million metres per second. 

Just like Moore’s Law, connectivity performance keeps 

improving to the point that we are getting closer and 

closer to being able to transmit an infinite amount of 

information at near zero cost.

EXAMPLES 

How about never having to worry about your devices 

running out of juice? Well, back in January 2017, a 

startup called Ossia announced its Cota® (Charging 

Over The Air) technology. The system can charge up to 

30 devices over the air – no plugging in required.11

Networking guys are getting excited by a technology 

called Intent-Based Networking (IBN) from Cisco. IBN 

hands over much of the complexity normally managed 

by the network manager to the automated network 

controller. A bit like plugging in a route to a GPS but 

when there is a problem with the chosen route the 

IBN takes over and reroutes the traffic to ensure the 

command is executed without the need for manual 

intervention.12 

11   Tom’s IT Pro, ‘Wireless Charging Will Come From the Ceiling’ (January 2017), 
accessed 18 April 2018

12   NetworkWorld, ‘Why Cisco’s new intent-based networking could be a big deal’ (June 
2017), accessed 18 April 2018

The implications?

As global networking speeds are increased and 

technologies like Content Delivery Networks (CDNs) 

enable high bandwidth content to be located closer to 

users in their geographical location (rather than forcing 

them to traverse the globe to access content from its 

original source), there are fewer reasons why digital 

content cannot be shared anywhere in the world. It’s 

obvious therefore that virtually every part of the world 

is now open to digital competition.
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Mobile
The name Irwin Jacobs is not known to most people 

outside of mobile technology, but he played just as 

much of a part (if not more than Steve Jobs) in the 

development of the modern smartphone. Jacobs was 

the driving force behind Qualcomm.

Jacobs was driven by an overriding purpose to provide 

everyone on the planet with their own phone number 

and access to Internet. He stubbornly argued for a 

different mobile protocol called code-division multiple 

access (CDMA). This protocol was more difficult to 

implement but was more future proofed than the 

already established European time-division multiple 

access (TDMA) protocol. He won the fight, and Internet 

connected mobile phones flourished as a result.

Smartphones are now platforms for voice, video, text 

and most importantly an infinite number of complexity-

reducing software applications. Mobile is introducing 

billions of additional customers, developers and 

businesses to the online marketplace, further fuelling 

Moore’s Law from a network effect perspective.

The implications?

The addition of billions of extra mobile customers is 

clearly great news for vendors looking to sell more 

products and services around the world. But, it does also 

mean that new waves of competitors will be entering 

markets, often with much-reduced cost bases and new, 

innovative, ways of thinking. Research, shopping and 

communicating via mobile is now so commonplace that 

employees are increasingly disappointed with traditional 

internal corporate channels of communication. This 

adds to disengagement and lower rates of productivity. 

On the other hand, when employees consider their 

employers to be mobile technology ‘pioneers’, they 

score themselves 16% higher for productivity than 

those who say their employer is bad at using mobile 

technology. They also score 18% higher for creativity, 

23% higher for satisfaction and 21% higher for loyalty.13

13  P. Swabey for The Economist Economic Intelligence Unit, ‘Mobility, Performance and 
Engagement (April 2016), accessed 18 April 2018

Examples

A Digi-Capital report forecasts that Mobile Augmented 

Reality (AR) is set to drive a $108 billion VR/AR market 

by 2021 . Google, Microsoft, Apple, Snapchat and 

Nintendo have all invested heavily in AR and see use 

cases within the gaming industry but also for digital 

marketers as they realise the potential for immersing 

and gamifying consumers within mixed physical and 

digital worlds.14

14  Digi-Capital, ‘After mixed year, mobile AR to drive $108 billion  
VR/AR market by 2021’, (January 2017), accessed 18 April 2018
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What mobile 
applications 

could you provide 
your customers, 
employees and 

stakeholders that 
could revolutionise 

your relationship 
with them? 
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Cloud 
Technology

In 2007, a company called VMware went public. 

Without VMware there would be no Cloud technology 

as we know it today. VMware’s technical breakthrough 

meant that the hard link between a computer’s 

hardware and its software was separated. They 

created a ‘virtual layer’ that allowed any operating 

system to interface with any hardware platform. 

When someone’s computer hardware capacity was 

underutilised, it could be used by someone else or 

even a group of users. This meant that the amount of 

computing that could be done on any single customer 

or group was vastly expanded. The concept of ‘elastic 

computing’ capacity was introduced so that users only 

paid for the computing they needed when they needed 

it. And of course they no longer needed to purchase 

and maintain the computing hardware themselves 

now that network bandwidth capacity had increased 

dramatically. They were able to purchase the capacity 

from vast computer farms ‘in the Cloud’. The cost 

of computing plummeted and the ease of access to 

computing increased dramatically – Moore’s Law was 

given yet another enormous spin.

The implications?

The Cloud will play an increasingly important role in the 

development of the IOT and 5G telecommunications 

technology, as the need for processing power moves 

to ‘the edge’. That is, the vast amounts of data that will 

be required to move backwards and forwards between 

sensors on self-driving cars and the central Cloud will 

instead be processed in mini Clouds at the ‘edge’. 

Examples

Due to the amount of IoT devices and sensors that 

are now being used for intelligent transportation and 

traffic management systems, large amounts of data 

are being gathered and processed.15 However not 

all the data will actually be required to be sent back 

to the central processing point “in the cloud”. Edge 

computing enables the data to be processed on the 

local traffic hardware itself meaning only the critical 

data needs to be transmitted across the cloud network. 

This reduction in data transmission, speeds up decision 

making and reduces both operating and storage costs.

15   https://www.lanner-america.com/blog/5-examples-edge-computing-solutions-use-
today/
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Are your leaders fully exploiting 
the power of Cloud computing 

for your marketplace today?

Are they considering new 
service offerings for the future 
by anticipating the continuing 

developments in data processing 
capability at the edge?
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So, we have Moore’s Law doubling computing 

power every two years, and sensors enabling 

more and more sophisticated ways to monitor, 

measure and transmit data about virtually 

any environment, machine or animal. We can 

capture data from the sensors that these 

applications pump out. The data captured can 

be sent at speeds very close to that of light, and 

the cost of doing so is dropping every year. We 

can analyse vast amounts of this data (without 

having to own or manage large computer farms 

because we can rent them ‘in the Cloud’) to 

find insights that we can use to make better 

decisions. Software applications are removing 

complexity for everything humans want to 

do. These applications continue to seamlessly 

connect up with one another through the power 

of APIs and all at a price that is rapidly dropping 

due to ever improving software building tools, 

and the collaborative mindset of open-source 

communities. 

And, we have all of this computing power and 

connectivity in a hand-sized device called a 

smartphone! 

It’s this interdependent development of Moore’s 

Law and the Big Six Technologies that has 

provided the platform for so much change over 

the last ten years. This is why the pace of change 

is accelerating exponentially and why we truly 

are living in the midst of a digital revolution.

However, there is no one killer technology that 

a few unique tech companies have access to. 

The technology is ubiquitous and available to 

everyone – especially in business – who has the 

foresight to harness it.

Digital 
technology 

capability 
defined? 
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How familiar are 
your leaders with the 
latest developments 
in any of these key or 
related technologies?

How much of a risk is 
there that they may be 

missing a technology 
or application of it that 

could transform your 
business strategy? 
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In spite of this transformative digital capability, World 

Bank data shows that productivity in the Western 

economies has been flat-lining since 2007.16 Is it 

possible that digital has partly caused the stagnation 

due to the displacement of industries, jobs and the 

accompanying loss of Gross Domestic Product (GDP)? 

Or, are we witnessing a productivity lag as society, 
industry and individuals adapt to the new digital 
ways of thinking, behaving and organising? 

Some economists, like Robert Gordon in his book ‘The 

Rise and Fall of American Growth’, believe all of the 

great advances in productivity happened between 

1870 and 1970 due to the impact of electrification, 

cars, sanitation, television, radio, air travel and women’s 

emancipation.17 He is sceptical that today’s new 

technologies will produce the kind of productivity 

growth achieved from that time because he believes the 

major productivity improvements that were driven by 

the Industrial Revolution have already been achieved.

However, others like MIT professors Erik Brynjolfsson 

and Andrew McAfee in ‘The Second Machine Age’, 

believe we are going through a period of adjustment 

similar to when electrification was introduced to 

factories in the late 1800s. It took 30 years for those 

factories to get wired up, new business processes to 

Why the 
productivity 
stagnation?
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be introduced and for a new generation of managers 

to harness its transformative power. Brynjolfsson 

and McAfee argue that we are transitioning from an 

industrial-age economy to a digital-age economy, and 

we are dealing with the growing pains of that change.18

Business owners, managers and workers are now 
faced with understanding new technologies, the 
new business processes they drive and the new 
ways of thinking that maximise their value.

The impact of the digital revolution may not yet have 

affected the overall productivity of world economies 

and mainstream businesses. However, what is certainly 

clear is that those companies that have understood and 

harnessed the exponential and transformative power 

of digital are now some of the most influential in the 

world. 

To understand what’s different about these new digital 

companies let’s explore the world of the Exponential 

Organisation. 

16  World Bank Open Data, accessed 18 April 2018

 17  R. Gordon, ‘The Rise and Fall of American Growth: The U.S. Standard of Living since 
the Civil War (Princeton University Press, 2016)

 18  E. Brynjolfsson & A. McAfee, ‘The Second Machine Age: Work, Progress and 
Prosperity in a Time of Brilliant Technologies’ (W.W. Norton & Company, 2014)
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What is an ‘Exponential Organisation’?

In his book ‘Exponential Organizations’ Salim 

Ismail defines ‘ExOs’ as companies whose impact 

(or output) is disproportionally large – at least 

ten times larger – compared to their peers.19 

This growth is driven by the use of organisational 

techniques that leverage accelerating 

technologies.

ExOs harness the Law of Accelerating Returns 

(LOAR) made famous by Ray Kurzweil. Kurzweil’s 

LOAR took Moore’s Law on several steps further, 

noting that every information-based paradigm 

grows on an exponential path and doubles its 

price/performance every year or two.20 

Examples include the sequencing of the human 

genome. First sequenced in the year 2000 at a 

cost of $2.7 billion, in 2014 the same sequence 

cost $1,000 and is now forecast to drop to 

pennies by the year 2020. In 1984 solar power 

cost $30 per kWh, and in 2014 it dropped to 

$0.16 per kWh. In 2009 drones cost on average 

$20,000 and in 2014 dropped to $79.

There are two fundamental drivers that enable 

ExOs to achieve a high level of scalability: 

1.  The first is that some aspects of the company’s 

product have been information-enabled and 

therefore, following Moore’s Law, can take on 

the doubling characteristics of information 

growth. 

2.   The second is that, because information is 

essentially fluid, major business functions can 

be transferred outside of the organisation – 

to customers, fans, partners or the general 

public.

These companies generally have a ‘Massive 

Transformative Purpose’ (MTP) that ‘pulls’ them 

and their customers together. They also have a 

number of external and internal attributes that 

make them more scalable than more traditional 

businesses. ExOs don’t have to have all of the 

attributes listed here but they generally have at 

least four.21 The more of the attributes they have, 

generally, the more scalable they are. 

19  S. Ismail, ‘Exponential Organizations: Why new organizations are ten times 
better, faster and cheaper than yours (and what to do about it)’ (Diversion 
Books, 2014)

20  R. Kurzweil, ‘The Law of Accelerating Returns’ (March 2001), accessed 18 
April 2018

21  See: S. Ismail, ‘Exponential Organizations: Why new organizations are 
ten times better, faster and cheaper than yours (and what to do about it)’ 
(Diversion Books, 2014) 

Exponential 
organisations
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  $20,000

  $79

was

NOW

Are your HR and  
People leaders 

considering how  
your organisation

could harness these 
exponential attributes 

in their business?



34

what is A Massive Transformational Purpose (MTP)?

An MTP is the aspirational purpose statement 

of the organisation. It is designed to define the 

higher purpose and aim of the organisation. 

The best ExOs create an MTP that attracts and 

grows a community of highly motivated followers, 

employees and fans. It’s vital to recognise that 

the MTP is not a mission statement (which are 

rarely motivational) and is generally written in an 

aspirational manner.

Research shows that Millennials (born between 

1984 and 2002) are seeking meaning and purpose 

in their lives. Worldwide, they are becoming 

increasingly aspirational and are therefore being 

drawn as customers, employees and investors to 

equally aspirational organisations.

The growing number of UK and worldwide 

social enterprises also points to the need for 

more purpose-driven companies. One 2013 UK 

government study identified at least 688,000 

social enterprises worldwide, generating $270 

billion annually. Another from 2015 identified 

around 70,000 social enterprises in the UK, 

contributing £24 billion to the economy and 

employing nearly a million people.22 

22  Both: Social Enterprise UK, ‘State of Social Enterprise Survey’ (2015),  
Accessed 18 April 2018

Examples of MTPs in action:

“Organise the world’s 

information.”

“Give people the power to share 

and make the world more open 

and connected.”

“Transportation as 

reliable as running water, 

everywhere for everyone.”

“To give everyone the power to create 

and share ideas and information instantly, 

without barriers.”
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How  
transformational  
is your purpose?

How well does  
it motivate your  
employees, customers  
and stakeholders to  
build a growing self-
sustaining community?

How are ExOs structured and how do they think?

ExOs interface externally and internally with their 

customers, markets and stakeholders in radically 

different ways. They utilise the resources they need 

to run their businesses in a more ‘elastic’ on-demand 

manner. Internally, their data-driven, ‘fail fast, fail often’ 

philosophy creates a different internal dynamic that 

appears to foster a culture of speed, entrepreneurship 

and engagement. 

Ismail and his team researched the top 100 fast-

growing Exponential Organisations over a period of six 

years and identified the external and internal attributes 

they were leveraging to achieve exponential growth.23

Leaders from traditional businesses should consider 

which attributes could benefit their situations today, 

and which require the development of a whole new 

business culture to be truly effective.

23   S. Ismail, ‘Exponential Organizations: Why new organizations are ten times better, 
faster and cheaper than yours (and what to do about it)’ (Diversion Books, 2014)
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External 
attributes
Staff on Demand 

For any ExO, having staff on demand is a necessary 

characteristic for speed, functionality and flexibility in 

a fast-changing world. Leveraging personnel outside 

the base organisation is key to creating and running 

a successful ExO. The fact is, no matter how talented 

your employees are, it’s unlikely that the majority 

of them have fully updated skills in a fast-changing 

environment.

Any information-enabled business with a large internal 

staff of full-time employees is likely to be carrying 

unnecessary cost. The old argument that freelancers 

and contractors only increase the bureaucracy needed 

to manage them quickly falls away; thanks to the 

Internet, the cost of finding external resources drops 

virtually to almost zero.

How could external contract staff keep your 
workforce up to date with a rich flow of the 
latest thinking?

How could an on-demand workforce  help 
you flex costs when necessary during 
growth phases? 

Community and crowd 

ExOs build communities that are vested in their 

purpose through the MTP. Highly engaged community 

members play a major role in product development, 

promoting the aims of the organisation and growing 

the community membership. Therefore, leadership 

needs to ensure the community is being nurtured by 

their people and creates a platform for peer-to-peer 

communication. 

As a result of both staff on demand and community and 

crowd, the core full-time equivalents of an organisation 

become smaller, and its flexible workforce larger. 

Therefore, ExOs are not only much more agile; they 

also have an opportunity to learn more effectively due 

to the diversity of a flexible workforce.

Are leaders recognising the role their people 
can play in promoting the MTP, testing new 
product ideas and drawing new members to 
the network?
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Algorithms 

As far back as 2005, writer and publisher Tim O’Reilly 

stated that “Data is the new Intel Inside”.24 That was 

when there were just a half-billion Internet-connected 

devices in the world – that number is set to grow to a 

trillion devices as we prepare to embrace the IOT. 

In the face of that explosion, the need for algorithms 

has become mission critical. Consider for a moment 

that the last two years have seen nine times more 

data created than in the entire history of humanity. 

However, many companies today are still driven 

by the intuitive guesses of their leaders. A recent 

McKinsey report estimates that most industry sectors 

have captured less than 30% of the value from data 

analytics.25 They define the biggest barriers to be 

organisational, including the challenge of integrating 

data-driven insight into day-to-day business processes 

and attracting and retaining the right talent. They 

warn that data is not only being used to improve core 

operations; it is now being used by leading companies 

to launch completely new business models that are 

disrupting traditional legacy structures.

Are your leaders role-modelling data-
driven decision making throughout the 
organisation?

Or, could they be accused of the same 
legacy ‘hunch based’ thinking that many 
traditional businesses suffer from? 

Engagement 

Customer engagement techniques, such as prizes, 

coupons, airline miles and membership loyalty 

cards, have been around for a long time. But, in the 

last few years, these techniques have become fully 

information-enabled. 

Engagement is critical for ExOs. It is a key element for 

scaling the organisation into the community and crowd 

and for creating external network effects. No matter 

how promising its product or service, unless an ExO is 

able to optimise the engagement of its community and 

crowd, it will wither and die. 

The Harvard Business School model, ‘The Service 

Profit Chain’, has stood the test of time in detailing 

how one of the most effective strategies for external 

customer engagement is to engage the internal 

workforce.26

Are your leaders engaging with their wider 
community? 

How do they harness and organise the 
latent human capacity within your extended 
community to work effectively together?

How effectively are your leaders engaging 
their people?

24  T. O’Reilly, ‘What is Web 2.0’ (2005), accessed 18 April 2018

25   McKinsey, ‘The Age of Analytics: Competing in a data driven world’ (December 
2016), accessed 18 April 2018

 26  J. Heskett, T. Jones, G. Loveman, E. Sasser & L. Schlesinger, ‘Putting the Service-
Profit Chain to Work’, Harvard Business Review (July 2008)
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Internal 
attributes
Dashboards

Given the huge amounts of data from customers and 

employees becoming available, ExOs needed a new 

way to measure and manage the organisation: a real-

time, adaptable dashboard with all essential company 

and employee metrics, accessible to everyone in the 

organisation.

There has always been a tension in business created by 

the need to balance measurement and data collection 

versus running the company and getting things done. 

Collecting internal progress statistics takes time, effort 

and expensive IT. That’s why results were usually 

tracked annually or, at best, quarterly. 

How well are your leaders leveraging 
tracking data like this in real-time?

Dashboards for managing 

people performance 

Even as the instrumenting of businesses accelerates, 

a similar transformation is also taking place at the 

level of individual employee and team performance 

tracking. The dreaded annual performance review is 

demotivating for most employees and is especially so 

for high achievers because of the long delay between 

performance and recognition. 

During that interval, top employees are at risk 

of becoming frustrated, bored and moving on. In 

response, many ExOs are adopting the Objectives 

and Key Results (OKR) method.27 Invented at Intel by 

CEO Andy Grove and brought to Google by venture 

capitalist John Doerr in 1999, OKR tracks individual, 

team and company goals and outcomes in an open and 

transparent way. 

Output Management’, Grove’s highly regarded manual, 

he introduced OKRs as the answer to two simple 

questions: 

1. Where do I want to go? (Objectives) 

2.  How will I know I’m getting there? (Key results to 

ensure progress is made)

Scientific results in neuroscience, gamification and 

behavioural economics have shown the importance 

of both specificity and frequent feedback in driving 

behavioural change and, ultimately, having an impact. 

Specificity and rapid feedback cycles energise, motivate 

and drive company morale and culture.

Meanwhile, dashboards of value metrics, used in 

conjunction with OKRs, are becoming the de facto 

standard for measuring ExOs – everything from the 

company as a whole to individual teams and employees. 

At Google, for example, all OKRs are completely 

transparent and public within the company.28

27  A. S. Grove, ‘High Output Management’ (Vintage Books, 2015)

28   YouTube, ‘How Google Sets Goals: OKRs’ (May 2013), accessed 18 April 2018
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Why are dashboards key for ExOs? Because growing 

at a rapid pace requires that instrumentation of 

the business, individual and team assessments are 

integrated and carried out in real time, not least 

because small mistakes can become very big very fast.

Are your leaders considering how clear 
and accessible departmental, team and 
individual objectives are? 

How can those objectives be made 
transparent to everyone concerned?

Experimentation

Experimentation in this context is defined as the 

implementation of the ‘Lean Startup’ methodology 

of testing assumptions and constantly experimenting 

with controlled risks. 

In a recent commencement address at Singapore 

Management University, John Seely Brown made the 

point that all corporate architectures are set up to 

withstand risk and change.29 Furthermore, he said, all 

corporate planning efforts attempt to scale efficiency 

and predictability, meaning they work to create static, 

or at least controlled-growth environments, in the 

belief that they will reduce risk. But, in today’s fast-

changing world, Seely Brown argued, just the opposite 

is true. Facebook CEO, Mark Zuckerberg, has agreed, 

noting that “the biggest risk is not taking any risk”. 

Constant experimentation and process iteration are 

now the only ways to reduce risk. 

29   S. Ismail, ‘Exponential Organizations: Why new organizations are ten times better, 
faster and cheaper than yours (and what to do about it)’ (Diversion Books, 2014)

Large numbers of bottom-up ideas, properly 
filtered, always trump top-down thinking, no matter 
the industry or organisation. Seely Brown calls this 

‘scalable learning’, and given the growth rates of ExOs, 

it is their only possible strategy. 

In the best cases, ExOs feature both: ideas are 

developed bottom-up and get acceptance, ratification 

and support from the top. In the end, the best ideas 

win, regardless of who proposed them. This technique 

is popularly known as the Lean Startup Movement, 

which was created by Eric Ries and Steve Blank, and is 

based on Ries’s book of the same name.30 

The most important message of the Lean Startup 

Movement is to ‘fail fast and fail often, while 

eliminating waste’. Its approach can be summarised 

as a new, scientific, data-driven and highly customer-

driven approach to practical innovation that is used 

by startups, mid-market companies, corporations and 

even governments.

What is your organisation’s attitude to 
failure and transparency?

30  E. Ries, ‘The Lean Startup: How Constant Innovation Creates Radically Successful 
Businesses’ (Portfolio Penguin, 2011)
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Internal 
attributes
Autonomy 

By ‘autonomy’ we mean self-organising, multi-

disciplinary teams operating with decentralised 

authority.

Valve Software, a game company, is an unusual 

enterprise. It has 330 employees but no classic 

management structure, reporting lines, job descriptions 

or regular meetings. Instead, the company hires 

talented, innovative self-starters, who decide which 

projects they wish to join. They are also encouraged 

to start new projects, so long as they fit the company’s 

MTP. 

Relying on small, independent, multi-disciplined teams 

has worked well for Valve. It has a higher revenue-per-

employee number than any other gaming company, 

and its approach enables changing roles and activities 

for all workers. This organisational style also creates a 

sociable, open and trusting culture. 

Valve isn’t alone in pioneering new organisational 

models in order to improve performance. Many 

Exponential Organisations are organising internally, 

not through traditional departments with layers of 

middle management, but rather by self-organised, 

interdisciplinary teams and with radically decentralised 

authority.

The Millennial generation, armed with Internet 

and gaming skills, which cultivate a self-starter and 

entrepreneurial mindset, is increasingly at odds with 

classic hierarchical structures that are optimised for 

efficiency over adaptability. 

Importantly, autonomy does not imply a lack of 

accountability. As organisational design expert Steve 

Denning explains it:

“There are still hierarchies in a network, but the 

hierarchies tend to be competence-based hierarchies, 

relying more on peer accountability than on authority-

based accountability i.e. accountability to someone 

who knows something, rather than to someone 

simply because they occupy a position, regardless of 

competence. It is a change in the role of the manager, 

not an abolition of the function.” 31

Leaders seeking opportunities to spark creativity 

and innovation should consider the balance between 

autonomy, clear objectives and key results. 

How are management roles in your 
organisation changing to facilitate 
autonomy?

Do your managers and leaders have the 
emotional maturity and people skills to 
facilitate and nurture new ideas from their 
people?

31   S. Denning for Forbes, ‘No Managers? No Hierarchy? No Way!’ (April 2014),  
accessed 18 April 2018
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Social technology 

Social technology is becoming more popular because 

the workplace has become increasingly digitised. It 

started with email, which required communication 

in a serial order. Next came ‘wikis’ and intranets that 

provided the opportunity for information sharing at 

the same time. Today we have activity streams that 

provide real-time updates throughout organisations. 

As Marc Andreessen, co-founder of Netscape, has 

said, “communication is the basis for civilization and 

will be a catalyst and platform in the future for more 

innovations in many industries.” 32

When it comes to advancing your business, J.P. 

Rangaswami, Chief Scientist at Salesforce.com, views 

social technology as having three key objectives: 

1.  Reduce the distance between obtaining (and 

processing) information and decision-making

2.  Migrate from having to look up information to 

having it flow through your perception

3.  Leverage community to build out ideas

The ultimate objective is what the Gartner Group calls a 

‘zero latency enterprise’, that is, a company in which the 

time between ideas, acceptance and implementation 

all but disappears. Implementing one can provide 

significant return on investment. For example, 

Forrester Research studied one implementation of 

Microsoft’s Yammer enterprise social network within 

a 21,000-employee organisation. During a payback 

period of just 4.3 months, and with only one third of 

the workforce using the product, the company saw an 

ROI of 365%.33

Given such results, it’s not surprising that Yammer 

now has 8 million installations. Similarly, Salesforce’s 

Chatter product grew from 20,000 active networks 

in February 2011 to 150,000 in less than 18 months. 

Furthermore, Salesforce’s data indicates that employee 

engagement among companies that adopt its platform 

increases by 36% and access to information speeds up 

43%.

Are your leaders harnessing and 
encouraging bottom-up communication 
platforms? 

Or, are they falling into the trap of using the 
new tools with a top-down command and 
control mindset?

32   See: S. Ismail, ‘Exponential Organizations: Why new organizations are ten times 
better, faster and cheaper than yours (and what to do about it)’ (Diversion Books, 
2014)

33 Forrester Research, ‘The Total Economic Impact of Yammer’ (April 2011)
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Digital strategy 
execution  

– How do  
ExOs do it?

In 2005, two Harvard professors, W. Chan Kim and 

Renée Mauborgne, wrote a book called ‘Blue Ocean 

Strategy’ that challenged orthodox thinking on strategy. 

They used the metaphor of blue and red oceans to 

describe the difference between competing within a 

highly competitive, bloody red ocean and a blue ocean 

of largely uncontested market opportunity.34 

The objective was to craft a strategy that created an 

increase in value for customers, while at the same 

time making the competition largely irrelevant. They 

used the example of how Cirque de Soleil and others 

had fashioned ‘blue ocean market’ opportunities by 

creating a new service offering: they combined high-

value service elements from different industry sectors, 

while at the same time dropping those elements that 

were low value and relatively high cost. As a result, they 

went largely uncontested for many years and were able 

to build a very high-value business for themselves and 

offer a service unique to the marketplace.

Today’s ExOs embody the same value creation and 
strategic thinking of Chan and Mauborgne. They 
refuse to be constrained by industry boundaries, 
restrictive competitive positioning or disengaging 
strategic planning. Instead, they create new 
markets and engage their workforces in strategy 
development and renewal. 

ExOs also have ongoing transformational dialogues 

with their customers, motivating them to play a major 

role in shaping their product or service – improving 

it over time, promoting it to wider communities and 

sometimes even raising money for growth. 

One great example demonstrating many of the issues 

highlighted here is that of Uber. This disruptive 

company was born out of market frustration. Back in 

2008, two US web entrepreneurs, Travis Kalanick and 

Garrett Camp, became frustrated by the difficulties in 

hailing a taxi while on a trip to Paris. When Garret got 

back to the US, he started prototyping an idea using a 

mobile app on an iPhone. 

Traditional strategic MBA thinking would have required 

using a model like Porter’s Five Forces Framework.35 

This would have identified the high barriers to entry 

concerning the required investment in a fleet of taxis 

and drivers. Unless the startup had very significant 

startup funding and had been able to define that the 

barriers to entry could be overcome at a cost that still 

delivered a reasonable return on the investment, this 

new project would not have gone ahead. However, with 

the new value creation thinking that digital provides, 

Uber built a mobile application that acted as a combined 

customer and staff on-demand (employee) platform. 

They prototyped the service using the principles of 
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experimentation, built and refined an algorithm that 

took the complexity out of the taxi hailing process, 

raised funds from like-minded digital investors and 

virally harnessed a huge global crowd of customers 

and a self-employed workforce. This disruptive digital 

approach meant they were able to develop a business 

model to deliver maximum customer value while at the 

same time delivering the service at a minimal start-up 

cost, i.e. without needing to invest in a fleet of cars, 

recruit or recompense a team of drivers or spend large 

sums in upfront advertising.

Fundamentally, ExOs differ in terms of strategy, 

fund raising, culture, processes, operations, systems, 

people and key performance indicators (KPIs). The 

people driving the change in the digital world think 

and behave differently, always learning, collaborating, 

looking across sectors to create new opportunities 

and innovating. They’re fully absorbed and engaged in 

what they do and are driven by a purpose to change the 

world. This is why they have become leaders of some of 

the most successful organisations the world has ever 

known.

34  W. Chan Kim & R. Mauborgne, ‘Blue Ocean Strategy: How to Create Uncontested 
Market Space and Make the Competition Irrelevant’ (Harvard Business Review Press, 
2005)

 35  M. E. Porter, ‘How Competitive Forces Shape Strategy’, Harvard Business Review 
(March–April 1979) 

Do your leaders fully understand the 
strategic threat from pure digital players? 

Do they understand the customer value enhancing 
thinking that is commonplace within ExOs?

Are your leaders regularly discussing the 
opportunities that digital can provide 
to radically increase customer value 
with your customer-facing people?

Do your leaders understand how engaging it is for 
Generation Y’s (aged 22-36) and Z’s (aged 7-21), 
to be included in these strategic conversations?

What aspects of ExOs can and should 
your leaders be looking to adopt?



Only 23% of UK leaders felt they were best in 
class compared to 39% of Swedes, 30% of Dutch 

and 27% of Germans.36

36  IDC & Cornerstone OnDemand, ‘Future Business: Unleashing Your Talent’ (2017)
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What's preventing leaders  
from taking full advantage  
of the digital opportunity? 

A recent 2017 study conducted by the 
International Data Corporation (IDC) found that 

British business leaders lacked confidence in digital 
transformation skills. 

w
h

is
tl

e
r



37  GrowthBusiness, ‘Do British leaders lack confidence in digital transformation?’ (June 2017), 
accessed 18 April 2018
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“Digital transformation has become a 
top priority for organisations in the UK... 

successful transformation requires 
changes in the way employees are managed, 

motivated and their skills developed. It 
also requires significant efforts in internal 
communication and change management. A 
clear majority of line managers recognise 

HR as playing a vital role in achieving 
successful digital transformation.”37

Bo Lykkegaard
Associate Vice President, IDC Software  
and European Enterprise Applications 

As we’ve already suggested, the way people are 

organised is the biggest barrier to successful digital 

adoption. The shift to digital business models often 

requires changes to core organisational processes, and 

the biggest barrier to those changes is people – not 

technology or financial constraints. Aside from legacy 

IT systems, the biggest hurdles to digital transformation 

in the UK are centred on the company’s workforce.

The IDC found that the five biggest barriers to  

change are:

43%
CULTURAL 

RESISTANCE 

34%
LEGACY IT 

SYSTEMS 

26%
LACK OF VISION 

FROM LEADERSHIP 

28%
INABILITY TO 

KEEP TOP TALENT 



46

Why is ‘digital’ a mindset  
and not just a technology 

challenge?

The technology is ubiquitous and available for any 
company or individual that seeks to harness its 
transformative power1

Role models for the incredible productivity  
and value creation that are possible are  

commonplace and regularly in the business press 2
Digital leadership skills can be learnt, practised and 
executed to deliver increased value to all stakeholders 
within the business ecosystem3

With coordinated digital change management, cultures 
can be re-shaped, facilitated and managed to deliver 
radically improved stakeholder value and experience 4
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It’s not a lack of, or access to, the technology that’s the problem. It’s not that there aren’t 

numerous role models and detailed descriptions of how ExOs operate differently that’s the 

problem. We do know that there is a significant lack of confidence in a high percentage of our 

business leaders when it comes to tackling digital transformation. Not to mention all of the 

required people and organisational challenges that need to be addressed in the process. 

We think Mike Myatt, advisor to Fortune 500 CEOs and Boards, points clearly to the root  

of the problem:

“Digital transformation is really more 
of a leadership, culture, strategy, and 
talent issue than a technology issue. 
Real digital transformation occurs 

when business models and methods are 
reimagined by courageous leaders willing 
to manage opportunity more than risk, 

focus on next practices more than best 
practices and who are committed to 

beating their competition to the future.”

Myatt goes further in pointing out that it’s really a mindset issue: “leaders must reframe their 

perspective by recognizing that digital transformation is far more than a set of buzzwords 

and technology initiatives - it’s a strategic subset of the broader category of business 

transformation.”38

38   Both: M. Myatt quoted in Forbes, ‘Digital Transformation or Digital Free Fall:  
What Every CEO Must Know’ (January 2017), accessed 18 April 2018
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Digital leadership 
action plan

To fully harness the promise of digital transformation,  
people leaders need to consider how they think and  

organise in a number of key areas.
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   Learning

Going back to the discussion between Friedman and 

Teller from Google X, when asked about the digital 

challenge, Teller responded that the only adequate 

response is “that we try to increase our society’s 

ability to adapt.” This is the only way to release us from 

the society-wide anxiety around technology. If we 

could “enhance our ability to adapt even slightly,” he 

continued, “it would make a significant difference.”39

Returning to the Astro-Teller’s graph, we saw how 

by learning faster we could increase the speed with 

which our adaptability catches up with the pace of 

technological process.

Enhancing humanity’s adaptability, argued Teller, is 

90% about “optimizing for learning”.40 That is, applying 

features that drive technological innovation to our 

culture and social structures.

Due to the exponential pace of change, this learning 

from now on will have to be positioned and planned 

for as lifelong learning. That learning will have to be 

for everyone in the organisation, not just for junior 

employees. Leaders unable to adapt to the pace and 

scale of digital changes will quite simply have to be 

replaced.

In fact, business strategist Heather McGowan believes 

in this new digital world…

 “learning becomes 
more important 
than knowing”.41

39  E. Teller in T. Friedman, ‘Thank You For Being Late: An Optimist’s Guide to Thriving in 
the Age of Accelerations’ (Penguin, 2016)

40   E. Teller in T. Friedman, ‘Thank You For Being Late: An Optimist’s Guide to Thriving in 
the Age of Accelerations’ (Penguin, 2016)

41  H. McGowan & C. Shipley, ‘The Future of Work is Learning’, accessed 18 April 2018
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  Business strategy

In order to fully participate in new digital value creation, 

leaders need to have a good general appreciation of 

what the technology platforms can deliver. With this 

new digital backdrop, leaders also need to ensure that:

•  Their strategic thinking should be focused on 

value creation for customers rather than simply 

positioning against the current competition

•  They recognise that industry structure is not fixed 

and can be shaped to the organisation’s benefit to 

create new market space

•  Execution should be built into strategy formulation 

to ensure that the community of people both inside 

and outside of the organisation are fully engaged 

in the process. This way, you achieve full and 

widespread acceptance during roll-out

   New flexible working 

structures

Leaders need to be fully conversant with the pros and 

cons of implementing the new flexible ways of working 

executed by Exponential Organisations. They should 

be asking themselves questions put forward by Ismail, 

who suggests that the key question for any organisation 

is not whether you ‘look’ like an ExO, but rather:

•  How exponential are you? 

•  How much have you internalised the philosophy of 

being an ExO? 

•  How does it inform your daily operations in terms 

of autonomy and social technology? 

•  How efficiently do you use the best tools, from 

dashboards to interfacing? 

•  And how open are you to risk, to experimentation 

and even to failure? 42 

These are questions you need to ask yourself – not 

just once, but every month or even every week. That’s 

what it takes to be become, and remain, an Exponential 

Organisation.
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  Engagement

A critical component for any digitally minded company 

of the future is to be able to engage the whole ecosystem 

community in such a way that is authentic, aspirational 

and engaging.

It might sound counter-intuitive, but when it comes to 

people, the old models that have survived the tests of 

time can often be the most useful. The Service Profit 

Chain has for 30 years proven time and time again to 

deliver long-term sustainable growth and profitability.43

Empowerment, engagement, leadership, brand and 

customer value enhancement are not new terms. 

What’s new is the speed, creativity and dexterity of 

thinking that is required in this new digital business 

world.

In this age of dynamic customer flows, it has never been 

so important to be able to fully harness the emotional 

engagement of your workforce. Since employee 

engagement has been proven to support and drive 

customer engagement,44 and individual customers in 

the digital world play a much bigger role in shaping the 

growth of the customer community, it’s vital to get it 

right. 

42   S. Ismail, ‘Exponential Organizations: Why new organizations are ten times better, 
faster and cheaper than yours (and what to do about it)’ (Diversion Books, 2014)

43  J. L. Heskett, W. E. Sasser & L. A. Schlesinger, ‘The Service Profit Chain’ (The Free 
Press, 1997)

44   A. Rucci, S. P. Kirn, & R. T. Quinn, ‘The Employee-Customer-Profit Chain at Sears’, 
Harvard Business Review (January–February 1998)
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Conclusion
The delay in productivity improvement filtering through from the new digital 

economy is perhaps a sign that there is still time to grasp the opportunity. 

What is certainly true is that a vast array of digital technologies is freely 

available for business leaders to take advantage of today.

The other certainty is that for those who fail to take advantage of the new 

ways of thinking, strategising, organising and transforming around digital, 

it is highly likely that their competitors – or even someone working out of a 

garage – will do it for them.

However, what is not so readily available and easy to grasp are the new 

ways of thinking that digital has brought into everyday business life. Just 

like all transformation projects, our leaders are key to helping us make the 

transition across the digital divide. 
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For our leaders to be most 

effective we need to help them:

• Understand what technology can deliver

•  Apply value-enhancing strategic 

thinking to their markets

•  Recognise that learning is an 

ongoing lifelong activity

•  Develop skills to support their people 

during the transformation process

•  Harness organisational structures that 

empower their employees and customers. 

• Understand that digital is not 

just a technology challenge, but 

actually one of mindset
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