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What is Transformation?



Transformation is the process of changing.

An example of a transformation is a caterpillar

turning into a butterfly. Meaning, change of state.



Business transformation means your organization
can survive and thrive as you pursue new
innovation-driven opportunities that emerge, as

you respond to shifting market demands



So an organization is changing because it needs to remain viable and sustainable.

But what are we really changing?

For example, if | take a process, what do | need to change in this process to really

transform it?
- It could be making it more profitable.
- It could be making it more quicker.

- |t could be breaking it down into multiple processes.

So transformation is pretty clear.



What is Digital Transformation?



Digital transformation is the process of using digital
technologies to create new — or modify existing —
business  processes, culture, and  customer
experiences to meet changing business and market

requirements.

This reimagining of business in the digital age is

digital transformation.



3Ds - Digitisation, Digitalization and Digital Transformation

Digitisation is converting analog information into digital so that computers can store,

process and transmit it.

Digitalization refers to the trend of adoption of digital technology by individuals and
companies for perceived benefits. It can help provide new revenue generating or cost
reduction opportunities for companies. And influence social interactions or provide

convenience for individuals and society.

Digital Transformation is the sustainable value creation across the whole ecosystem of an
organization including employees, customer and partners by adopting digital technologies

at scale and driving permanent change in the organization cluture.



3Ds - Digitisation, Digitalization and Digital Transformation

Digital Transformation

Digitalization

Technology Adoption

Digitisation

Scope of Change



On an average there is ~40% higher digital penetration over last three years
Digitalization — Enterprise perspective

Perception of digital penetration by industry!, % of respondents

Average across all
industries = 37%
| Predominantly  Fully

No change Minor secondary change : Some core change Digital reaching mainstream digital digitized
4%
; t
0 10 40 60 84 96 100%
(2 (4 6 (8]

Selected industries
0 Consumer packaged goods (31%) @ Travel, transport, and logistics (44%)
e Automotive and assembly (32%) e Healthcare systems and services (51%)
9 Financial services (39%) e High tech (54%)
o Professional services (42%) 9 Retail (55%)

@ Media and entertainment (62%)

e Telecom (44%)

Source: World Economic Forum, McKinsey



Why we need Digital Transformation?

In one sentence, it creates more value for customers

and employees and importantly makes organizations

sustainable.



Why we need Digital Transformation?

Kodak NOKIA @

Paid heavy price for the tendency to underestimate the trend




Disruption
IS Not New




Digital Transformation Trap

Many organizations fall into the trap of thinking is digital transformation should not be

technology led. It should be led by customer and employee value.

There are many well intentioned but misguided consulting folks, writers and even some

academics who say that digital transformation is about two things technology and culture.

And in particular, they advocate one thing let digital technology drive your transformation.



Digital Transformation Trap — How to resolve?

Understand the Customer Journey...First

How do we
What are our focus more on
customers ‘Jobs the ‘big

to be Done’ journey’
(JBTD) < picture?

What makes
What do ; customers

customers \ _ disappointed?
really want? : A

What motivates
customers?



Digital Transformation — Value Drivers

Digital Transformation is one of the top priority for almost every company today

Opportunity to create significant value from digital

CXOs have digitalization as top priority initiatives

Gartner CEO and Senior Business Executive Survey: % improvement

62% of CEOs have a management initiative or

transformation program to make their business @
more digital 24

EY Center for Board Matters:

EY Top priority for CEOs is understanding technology’s
impact on strategy, business models and cybersecurity

. 18th Global Annual CEO Survey:

86% of CEOs think it's important that they champion
the use of digital technologies themselves

2017 2020 2017 2020

Profit margin Customer
loyalty/retention

The impact from digital transformations to contribute >1 trillion USD by 2021




Digital Transformation - Value Drivers

Finance 101 — How do companies create shareholder value?
Digitalization offers new sets of tools to increase revenue and decrease costs

Revenue

growth Companies create value by earning returns
(ROIC) in excess of their cost of capital
and their WACC

EBIT (Profit
Margin) growth

Total

shareholder

Capital Cost of t
efficien capital f3L
= - Investor
expectations
Fundamental drivers of
value creation Companies that select strategies that maximize

value will be worth more




Digital Transformation - Value Drivers

Digitalization offers FIVE unique value creation opportunities

New products > ‘i}“’#r New platform based business
modeFI.s / models o

J——
-
-
-
——1
———
-
-
—— -
—— -

Accelerate new product
] ] innovations 9
------------------- Provide superior customer
Top line experience 9
Traditional products @ Connect data across value o
chain for superior insights

Reduce operational costs and
)/ improve performance 9

Cost of operations

Bottom line



Digital Transformation - Value Drivers

€ New platform based business models

Platform creates value by facilitating exchanges (e.g., between consumers and producers) by building large, scalable

networks of users and resources that can be accessed on demand. Platform owners don’t own resources they just create
the means of connection

e REVENUE GROWTH e | —

Drivere <« UBER [ Daggengers
' 00 00 :
090 000 3

WW I qQF { - NW Creatore <« | OVoulube [ »  Aydience
MORE CUSTOMERS ¥ | MORE CUSTOMERS :

> User, Developers «— ' > OEMe

U DIGITAL PLATFORM [ (VS Sellers 4

CUSTOMERS

SELECTION a |» Buyere
| ‘ v User,FinA/Cs «| I | »Dortds Selere
00 &
090 t ) K 000 Renterg .- @ — Travellers
ity i e

MORE PARTNERS MORE PARTNERS




Digital Transformation - Value Drivers

0 New platform based business models %1%:6
Examples & Applications

Exmples of platforms ‘Super App’ Platform

e i - Digital Consumers now
L f & rrevix i fitbit fe expect a lifestyle super app

PUBLIC
WELFARE

K LONTRRL A
€ & -
amazon e€boy  Froy W'+ o Windovs
PAYNENTS PLATFORN OPEX DEVELOPMIENT PLATFORM
=
Propa I sieep W) -5 /3
’ Linux RETAIL
STOR!
NVESTHENT PLATFORR CONTENT PLATTORN
CircleUp PROSPERP  EiLendingCub Medum amazon - Youfflj CZID

DAILY HOUSEHOLD
SERVICES

COMNEHICATION PLATTREN

TRANSPORTATION
MOBILE TOP-UP

£ whatsagp 2 5 R wechat facebook 1’“‘“‘}"“"‘ ’ Linked [ \ > VPZP’MOBILEMONEYTRANSFER|




Digital Transformation - Value Drivers

@) Accelerate new product innovations

Digitalization can accelerate new product launch by both accelerating the development process using agile MVP approach
and increasing the reach and access to target customers

Product development process >>

LEAN UX 0

{E‘)\;}é} Time innoveations needed to reach 50 million users (in years)

Lap " PRODUCT Airlines »-)— 64
P el % 3 N\S?"q‘? . LAUNCH Automobiles s 62
@ \M/ : Telephone T | 50,
USER - @ ..' DIGITAL E Electricty @ %6
: RESEARCH ‘ ovO PRODUCT q § Credit Cards iy 28
‘. P e . - o8 i .’ 2‘ Television [ (22] N
".. @. -,. oo o o g ATMSQ -1? ,’__N\ & o
. \d L]
. K Computers [_§ 14 I’ A\\
?gﬁ':un | ! é é gg E Mobile Phones £ 2 1 p \
MAPPING ; = - Internet &3 (7 '\
Facebook ¥ -T \\ ’ R
AGILE DEVELOPMENT WeChat Q r?- S
Pokemon Go @ |™ 19days
Virtual-reality hackathons help companies Faster and more effective R&D
reduce R&D costs and time to market by Application area Typical impact

o . " Ti t k: -~ 15% reduct
bringing cross-functional teams together oito markes Treducton

Value proposition - 20% increase
to refine virtual prototypes in real time. Development cost - 15% reduction




Digital Transformation - Value Drivers

9 Accelerate new product innovations
Example from Automotive Industry

To

One automotive company uses ‘digital twins' to accelerate the development of new product

* Customer * Supplier data * Product configurations * Sgle date features and performance boosters.
preferences/feedback * Material data * Order details * Repurchased
* Product Sales * Equipment's » Dealer details product details b 2 5 ; ; ;
o Market competition B s o Cuitoerioe okl o kil Gl The manufacturer creates a digital twin of each working vehicle to track its condition.
* Investment Plan * QOperators * Promise date of * Customer loyalty Vehicle lifetime
* Aesthetic Design * Shop floor capacity delivery scores
* Product Functions constraints * Accessories * Promotions/Offers
* Historical Datz * Historical data * Product subscriptions * Feedback/Surveys
A Product =N Manufacturing A Product Usage & PN
Design Execution Maintenance
(3 L ® [ ® ¢ (4
Product : Manufacturing i Product it Product
Concept v Planning 4 Sales . 4 Renewal
* Product configuration * Production plans | * Service history

* Simulations data * Odometer readings P

* Manufacturing, * Product quality * Warranty data ' -
process parameters * Material * Telematics data y

« Fault data replenishments * Data registered with customer service ‘ ‘_”I’ A———

* Redesign data (shortages) * Recall campaigns (N

Material, Mechanic
Structure, Size

Diagnostics data
Vehicle modifications

Process control data
Production execution

Surveys

The car's onboard sensors
wirelessly transmit real-time
data to its digltal twin.

Engineers study the digital twins
for this car and others to identify
performance problems.

Developers write code 1o fix
parformance problems and
testit in many digital twins

Engineers send a corrective
software patch to gach car
via a wireless connection.




Digital Transformation - Value Drivers

9 Provide superior customer experience

Digitalization can help provide consistently delightful customer experience across multiple channels

Example of Digital Use Cases Customer Journey in buying Insurance

i 8 D OF o of &2

discovery through

No online reporting or Easy reporting online and

digital marketing ; o S 5 s i N i
Agi'e d‘g’m' Optimize paid Maximize i - t? difficult process with more off with fewer questions that
marketing search (SEM) search (& 0) buy/personalization than 30 questions adjust dynamically to specific
contexts
E & |- ol o Continuous updates
Innovative and tracking of process
lransparegzzaln Cumbersome 2Nl i tasdive steps in messages and
procml ands Sumas customer d d online or in an app
Customer decision Digital buying/ Optimized sales- Intelligent lead mpaicand payout journey | " 0-en
journeys fuffllment coverage mode! generation o i) Integrated remote
Limited help digital solution to help
submitting claims, policyholders assess
o finding repair shops, damage, find repair shops,
Optimizing pricing etc. elc.
Dynamic (at-scale) Dynamic deal Data-driven perfor-  Targeted category More than 4 weeks Seftlement of simple claims in
price setting scoring mance management margin expansion to settiement 4 hours with digital
assessments
i (2] O,
ﬁ ) In-store video and
sensor analytics to  Inteligent in-store = g = Gz T
Traffic measurement  Curbside pickupand  deliver the DIY navigation and Efficiency gains of up to 30% with digital self-servicing,

instaliation customer promise promotions straight-through processing and lower call volume




Digital Transformation - Value Drivers

9 Provide superior customer experience
Case Example - Lemonade

FAQ Claims Giveback Blog API  COVID-19 ie}ﬂ,ﬂﬂ_a&

Inc. FORTUNE THEWALLSTREETJIURNAL Forbes "RMEM: pmvc. VentureBeat TechCrunch (EULIRAY Great Prices,

Monthly Subscription

Home and Renters Insurance Renters Homeowners
¥ Insurance Insurance
Built For the 21st Century
Lemonade's amazing coverage protects the stuff you own at home and S 5 Sz 5

@} everywhere else.
==u
How Lemonade Works

Lemonade reverses the traditional insurance model. We treat the premiums you pay as if it's your money, not Instant Everythlng
ours. With Lemonade, everything becomes simple and transparent. We take a flat fee, pay claims super fast, Maya, our charming artificial .m:‘.lg._nn'_-- bok wi |r;m the parfect iriprance for you
. s It couldrt be easier, or faster
and give back what's left to causes you care about”

@ See the Lemanade App in action
———-"'_-\-I'n
3 Minutes
/,..r—B . 90 Seconds To get paid
@] To get insured <

) @t SC I

= ‘o

Aflat fee to We pay claims If there's money leftover,

run everything super fast we give it back to causes




Digital Transformation - Value Drivers

@ Connect data across value chain for superior insights
Digitalization can help provide consistently delightful customer experience across multiple channels

More data sources

+ Flexibility of Big Data technologies allows
the usage of both

- Internal and external data
- Structured and unstructured data

Unstructured
@ Customer contact notes Social
media
o Uhow o Contracts
survey text
Scanned documents ® Web crawling
& E-mail & Log Web
) Competitor
® Web Cusl. Expenence l Py External
Interr=i l External (credit and risk)
%o Marketing dati | agency data
. Telephone
* directory

@ Socio-demographic

& Price benchmark comparisons
tion hist

' Structured

More insights

« Big Data can provide a whole new set of
information, in order to reach an omni-
comprehensive and multi-level customer
view

Interaction Data

» Email

+ Chat transcription
= (Call Center notes
* Web analytics

* In person dialogues

Behavioural Data

« Orders

« Transactions

+ Payment History
» Usage History

Descriptive Data

Demographics info

»

Analytics will enable individually tailored products and
services in these industries

Health care  Tailoring interventions leads to precision
wellness

Education Individualized learming experiences based on
existing skills, learning style, and interests

Labor Identifying an individual's skills and career

market goals to aid job matching and training

Travel and  Customized travel experiences and

leisure recommendations

Media Tailored and curated content

Retail Shappers directed to the right products for
them at the right moment

Advertising Ads targeted by time, location, and person to

maximize potential sales




Digital Transformation - Value Drivers

O Connect data across value chain for superior insights

Example Banks can utilize data from multiple sources to provide a personalized omnichannel experience

Internal A0 W, External
to banks 'f Dats source w’ to banks
Unstructured
data Call Whole-  Utilities
P Bank center saler  customer
2 website customer customer payment
data notes history record
Inputs from sales
agents
FRAUD RISK
DETECTION MODELLING
Video analysis of
customer footage o %
| = ;9:;' joe
B e 9
Comments on v - /\,n/"'/"l
company website - h é
Data —_—
structure ! PERSONALIZED cLw REAL TIME & PREDICTIVE
Basic MARKETING PREDICTION ANALYTICS
demography (e.g.
city, income)
— g !
(e.g.. ATMs, A
S 77 ?
CUSTOMER RECOMMENDATION CUSTOMER
SEGMENTATION ENGINE SUPPORT

Reguar survey/ Other banks

e satisfaction (e.q., insurers,
data broks ) <Peazts = = N
Swuchred | pumenty Used ’ S s Cost of Acquisition NP Life Time Value 1
* Stores practically uniimited amounts of data of any format and type FCCR \j / Ma rkEting ROI 4\
* Silos minimized, and single source of truth accessible by whole organization

* Offers an improved platform to run analytics and data discovery
» Transformation fo the data lakes environment can be done gradually

§




Digital Transformation - Value Drivers

6 Reduce operational costs and improve performance @
Example from Industrial Manufacturing —
+5% Utilization &° . -10% Back Office Costs &° +10% Throughput &2 .
Data analytics predict asset failures to « RPA reduces cycle time and free staff IIoT devices and analytics enable
optimize maintenance scheduling for more value-adding tasks better utilization of equipment
IIoT sensor data provide insights to - Real-time analytics and virtual

simulations identify and suggest
solutions to bottlenecks

a -10% FTE & e

+ AR/VR devices help enhance training
effectiveness
+ Cloud collaboration reduces travel
. time, whilst increasing efficiency of

knowledge sharing and data
management

« Automated warehouses outfitted
with ITIoT devices optimize planning
and lower inventory mgmt. cost

allow routine minor fixes, reducing
unplanned down time

« Advanced machineries with energy
usage optimization to lower cost

- Data analytics of energy consumption
alert users to surges, pointing towards
malfunctioning

+ Machine learning optimization
maximizes recovery and specification
adherence

« Automated production line reduces

« 3D printing enhances spares
wastage with increased accuracy

management, and allows for easy
customization

Connectivity & Human-Machine
Computing Power Interface

7,0 Analytics& Digital-Physical
Intelligence Transformation




Digital Transformation - Value Drivers

Bringing it all together — Five sources of value creation
Example of Digitalization in Banking Industry

Banks are increasingly trying to be a single Platform for multi products beyond financial services 4T0
(e.g, mobile app integrates house searches, booking viewings, budgeting, transactions, and setting %f‘ﬁo
up a new home) Q

New platform based
business models

Accelerate new Most of the Banks have Corporate Ventures to invest in FinTech Startups for new products/solutions
product innovations Product development teams regularly organize hackathons to prototype new products with 24-48 hours

9 Provide superior intuitive and seamlessly connected across physical and digital touchpoints
customer experience

>75% consumers use digital banking at least once a month and expect interactions to be simple, .l

Highly satisfied customers are 2.5x more likely to open new accounts/products

o value chain for willingness to travel, needs and branch usage, and format of branches)
superior insights Digital sales — Personalization by translating data from multiple sources into products/offers

Connect data across Reshaping branch network - optimize network based on customer data (digital propensity, EI

Reduce operational Automation of top 15-20 processes can lead upto 30-40% efficiency gains across banking operations @
603
N

e costs and improve Autonomous operations (e.g, bots) can radically automate and run at fractions of original costs while
performance increasing regulatory compliance and risk management for banks




Digital Transformation - Value Drivers

Companies can choose to focus from digitization to digitalization to fully scale

transformation
Digitalization Digital Transformation

» Small Scale Improvements - Large Scale Adoption » Transformation
Core belief « React to bare necessities « Use digitalization to enable ~ * Become digitalization
business strategies champion in our industries
+ (Late) follower strategies + Lighthouses, pilots & scale « 'Right of way’ for digital
@ Focus « Clear business case logic « Benefit case logic - Re-create organization
] * Mainly Operational Cost + Portfolio of Initiatives « New business models
Value Creation Reduction across Operations, with focus on all 5
Opportunity Products and Data driven opportunity areas

services




Digital Transformation - Value Drivers

However, digital transformation is not easy for most of the companies

Only 5% Only ~30%
of digital transformations are fully successful investments deliver expected returns
W, N
50/0 200/0

400

USD billion

Returns in
line with
expectations

7 5%

1,300

USD billion

Total Investment

Achieved or Failed to Settled for S
. digital
exceeded deliver, dilution of 900 transfor::lat:gkg in 2018
expectations producing less value and USD billion

than 50% of mediocre Returns not
the expected performance as expected
results




First Step towards Digital Transformation

é )
First principles Thinking



First principles Thinking

Decompose
things

Breakdown
things to their
essence

Ask the hard
questions

Be curious

Persistence

Tenacity




First principles Thinking




Discussion Session

SMB Bank - Disruption and Value Opportunities



SMB Bank is a leading Financial Institution, with branches located across 20 states in the USA. They
target an increasingly SME markets and Generation Y market or Expats. Both markets are very wealth

CONSCIOUS.

One of the situation they want to mitigate for their customer for opening a bank account as an
individual or a businessman. With rules, legalities, and formalities one has to spend days and weeks
to open a bank account. Also SMB bank offer loans and credit options but only to select few — who
are backed by corporates or have an asset to show or even a guarantor, mainly with their rule based
credit scoring model. Apart from these, currently they want to reduce their operational and capital

expenditure.



SMB Bank is nervous about disruption happening at the moment in their industry and within their
targeted segments.
You have been hired by SMB Bank as an expert in Digital Transformation — and they want you to

provide answers to key concerns they have.

- Define 3 key areas that you think would cause disruption for SMB Bank . Provide details for each
disruptor and the impact it could have on SMB Bank ‘s current business models.

- |dentify, based on SMB Bank 's current business models, ideas for SMB Bank to mitigate this
disruption by creating value for its clients.



Digital Transformation Framework




Digital Transformation Framework

There are 5 phases in the digital transformation framework :

* Discovery
e Vision

e Decision
e Strategy

e Execution



Digital Transformation Framework

There are then 4 enablers

e Digital Transformation Hub (or the ‘Hub’ for short)
» Digital Technology & Data
e Culture & Ways of Working (or Culture & Working)

e Measure



Digitalization iIn Bank (Digital Banking)




Digitalization in Bank (Types of Digital Banking)

neobanks

L. . . .- .» ’

MU CuSloTY

’o""' A ‘




Digitalization In Bank (Framework of Digital Banking)

T

Fintech Explained:
WHY DIGITAL BANKS MATTER IN MALAYSIA



https://www.bnm.gov.my/documents/20124/938039/20201231_Licensing+Framework+for+Digital+Banks.pdf
https://www.christopherleeong.com/media/4322/2021-01_licensing_framework_for_digital_banksv2.pdf

