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What the Data Tells Us About Digital Transformation,
by Industry



The key findings for retailers

With a success rate of 34%,
retailers mirror the
cross-industry average for
companies that achieve their
digital transformation goals.

Not surprisingly, e-commerce is
the top digital priority for all
retailers going forward, followed
by next-generation customer
and CMI (consumer and
marketing insights) capabilities
and digitization of the supply
chain and support functions.

Source: BCG analysis.

Among the six success factors,
retailers demonstrate leadership

commitment and develop integrated
strategies, but they struggle with

employing high-caliber talent,
instilling an agile governance
mindset, and putting in place a
modular, business-led tech and
data platform.

Leaders’ priorities—which
include dynamic pricing in
e-commerce, smart customer
segmentation in next generation
customer and CMI, and demand
forecasting and dynamic
inventory planning within the
supply chain—do not always
mirror the broader industry.

Retailers’ top three digital
transformation objectives have
focused on improving their
customer-experience and
go-to-market capabilities.
Growth and business model
innovation and digitizing the
supply chain have been
additional areas of emphasis.

Retailers put more emphasis on
ESG goals than companies in
other sectors do, with top
emphasis on social priorities,
notably improving DE&I within
the organization and ensuring
customer data protection.

Companies that are further
along in their transformation
journeys shift the focus from
digital reengineering to
innovation, digital
manufacturing, and digital
marketing.



The data in more depth
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RATES OF SUCCESS

The number of retail digital transformation winners is on a par with the

cross-industry average

CASES BELOW SUCCESS SCORE (%)
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Source: 2021 BCG Global Digital Transformation Survey.
Note: Survey question: “Across the following dimensions, please rate your organization’s digital transformation experience to date on a scale of 1 to 10, using the guidelines in the table below.”

1Success score is calculated from respondents’ answers on six dimensions of transformation: strategy; leadership; talent; agility; monitoring; and tech and data.

@ Retail data points
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Woe zone (success score <6)
@ Worry zone (success score =6—<8)
@ \Win zone (success score =8)
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RATES OF SUCCESS

Retailers show leadership commitment and have integrated strategies but
struggle to employ high-caliber talent and instill an agile governance mindset

DISTRIBUTION OF SUCCESS SCORES ON INDIVIDUAL KEY FACTORS!
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Source: 2021 BCG Global Digital Transformation Survey.
Note: Survey question: “Across the following dimensions, please rate your organization’s digital transformation experience to date on a scale of 1 to 10 using the guidelines in the table below.”
1Success score is calculated from respondents’ answers on six dimensions of transformation: strategy; leadership; talent; agility; monitoring; and tech and data.



TOPICS OF FOCUS

Retailers’ top transformation priorities involve boosting customer centricity and
go-to-market capabilities

Strategic objectives Scope of digital transformation?
SHARE OF RESPONDENTS (%) § SHARE OF RESPONDENTS (%)

Improvement .in e

— customer experience 5 Marketing and dynamic pricing I 73

and go-to-market 5 Growth and business model innovation -

~ Innovation and growth _ Digital ecosystem and partnerships I 52

in the core and beyond Digitizing support functions I 40

: Building resilience via cybersecurity _ 48
Performance improvement : and compliance
" throush th cational et TS
through the operationa ; New business venture I 2o
value chain ettt el 2l 1 4 o84 € el e
_ Performance improvement - Digital procurement N 0
in support functions 5 Digital manufacturing and operations K

Source: BCG Global Digital Transformation Survey, 2021, n = 73.
'Respondents were asked to select all priorities that applied.



TOPICS OF FOCUS

Those further along the transformation journey shift their focus from digital
reengineering to innovation, digital manufacturing, and digital marketing

Scope of digital transformation?
SHARE OF RESPONDENTS (%)

86 g 82 §
67 :

Sales and Supply Growth and Digital New business Digital Marketing and
market chain : business model ecosystems and venture manufacturing dynamic pricing
acceleration : innovation partnerships and operations
@ Woe- and worry-zone retailers (combined) @ \Win-zone retail companies

Source: 2021 BCG Global Digital Transformation Survey.
Note: Survey question: “From the list of most common digital outcome areas and enablers in digital transformation, please help us identify the scope of your digital transformation (select all that apply).”
'Respondents were asked to select all priorities that applied.



TOP PRIORITIES FOR THE FUTURE

Nearly all retailers plan to invest one-third of their spending
toward e-commerce

PLANNED SHARE OF WALLET SPENDING ALLOCATED ACROSS DIGITAL TOPICS IN THE NEXT TWO TO THREE YEARS (%)*

Next-generation customer and 93
customer-managed inventory 17

® Share of respondents allocating any investment toward each digital topic ® Average share of total investment

Source: 2021 BCG Global Digital Transformation Survey.
For example, the uppermost pair of bars can be read as “99% of retail respondents plan to invest in e-commerce, allocating an average 32% of total digital investment.”



TOP PRIORITIES FOR THE FUTURE

Retailers’ digital priorities: E-commerce

Digital initiatives (bars indicate relative prioritization of initiatives)

® Relative prioritization for all retail companies @ Top priorities for win-zone companies

Source: 2021 BCG Global Digital Transformation Survey, n = 48.



TOP PRIORITIES FOR THE FUTURE

Retailers' digital priorities: Next-generation customer, consumer, and
market insights

Digital initiatives (bars indicate relative prioritization of initiatives)

Social-media-based customer engagement (influencers,
brand ambassadors, etc.)

® Relative prioritization for all retail companies @ Top priorities for win-zone companies

Source: 2021 BCG Global Digital Transformation Survey, n = 48.



TOP PRIORITIES FOR THE FUTURE

Retailer’ digital priorities: Supply chain digitization

Digital initiatives (bars indicate relative prioritization of initiatives)

® Relative prioritization for all retail companies @ Top priorities for win-zone companies

Source: 2021 BCG Global Digital Transformation Survey, n = 48.



TOP PRIORITIES FOR THE FUTURE

Retailers’ digital priorities: Digital support functions

Digital initiatives (bars indicate relative prioritization of initiatives)

End-to-end order-to-cash digitization for management
of accounts receivable

® Relative prioritization for all retail companies @ Top priorities for win-zone companies

Source: 2021 BCG Global Digital Transformation Survey, n = 48.



TOP PRIORITIES FOR THE FUTURE

Retailers’ digital priorities: Smart stores

Digital initiatives (bars indicate relative prioritization of initiatives)

Automated shift management for store staff B o1
Al-enabled merchandising analysis B o.10
® Relative prioritization for all retail companies @ Top priorities for win-zone companies

Source: 2021 BCG Global Digital Transformation Survey, n = 48.



TOP PRIORITIES FOR THE FUTURE

Retailers’ digital priorities: Next-generation delivery

Digital initiatives (bars indicate relative prioritization of initiatives)

® Relative prioritization for all retail companies @ Top priorities for win-zone companies

Source: 2021 BCG Global Digital Transformation Survey, n = 48.



THE CRITICAL ENABLERS

Retailers intend to invest across a broad range of tech and human enablers

Almost nine out of ten retail companies plan to invest in infrastructure and cloud enablement, cybersecurity, modernization of
tech organization, and new ways of working, allocating about 50% of total digital enabler spending
PLANNED SHARE OF WALLET SPENDING ALLOCATED ACROSS ENABLER DIGITAL TOPICS IN THE NEXT TWO TO THREE YEARS (%)*

Tech Human
90

90

Infrastructure Al and big data Modernization Cybersecurity Modernization of New ways of New talent and Continuous Integrated
and cloud of tech technology working leadership learning ecosystems
enablement architecture organization and models
operating model
® Share of respondents allocating any investment toward digital topic ® Average share of total investment

Source: 2021 BCG Global Digital Transformation Survey, n = 73.
For example, the leftmost pair of bars can be read as “90% of retail respondents plan to invest in Infrastructure and cloud enablement, allocating an average 16% of their total digital enablers spending.”



ROLE OF ESG IN DIGITAL TRANSFORMATION

84% of retailers plan to increase
their investments toward ESG,
above the cross-sector average

Share of respondents planning to increase/decrease/
maintain investment toward ESG in coming years

PROVIDER AVERAGE (%) CROSS-INDUSTRY AVERAGE (%)

Significantly
increase

Moderately
increase

Maintain as in
previous year(s)

Decrease vs.
previous year(s)

Source: 2021 BCG Global Digital Transformation Survey, n = 73.

... With the biggest emphasis
onS

Leading digital initiatives being prioritized
to support E, S, and G goals

SHARE OF RESPONDENTS PRIORITIZING (%)
- Digital supply chain optimization

- Reducing energy consumption in
offices, factories, and buildings

Environment

- Improving diversity and inclusion within
functional organizational aspects

©
g - Ensuring protection of clients’,
@ employees’, and customers’ data

- Critical risk incident management,
building cyber resilience

- Improved adherence to a code of conduct
through digital audit trails and monitoring

Governance



If you would like to discuss this topic, please contact one of the authors:

AMANDA LUTHER

Managing Director & Partner, Austin
luther.amanda@bcg.com

+1 214 850 4916

CHRIS BIGGS

Managing Director & Senior Partner, London
biggs.chris@bcg.com

+44 20 77536254

TAYLOR SMITH

Managing Director & Senior Partner, New York
smith.taylor@bcg.com

+1 917 327 1829

JAVIER ANTA CALLERSTEN
Managing Director & Partner, London
anta.javier@bcg.com

+44 20 77538223




