DIGITAL STRATEGY

Digital technologies can allow seamless experiences for customers and supercharge
data-driven insights. Yet the real process of digital transformation is messy, with
competing priorities, legacy infrastructure, and the ongoing battle for talent. Where
should you start your journey, and how do you focus your efforts?



CASE STUDY

Competitive digital advantage

Following a steep decline in
branch use since the early
2000s, Grainger’s digital
channels needed an overhaul.
Many customers would rather
call than try to navigate the
website.

With 20 million products and 5
million businesses on its books,
DG knew that Grainger’s core
value proposition was quickly
finding the right product for
each customers’ unique
application. When he took over
in 2016, he focused the
company’s in-house digital
development on solving this
problem.

This led to new, custom-built
product and customer
information systems in 2020.
Since their release, search to
cart conversion is up, customer
satisfaction is up, and returns
and calls to the service center
are down.
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01 START WITH WHAT MATTERS MOST

Focus

Find ways to create advantage in the areas that matter most to
you. Ask, where do we want to differentiate ourselves as a
company? This is where you should invest in custom-built digital
platforms and leverage the latest engineering practices.
Off-the-shelf tools can be powerful and cost effective but do not
create competitive advantage.

Simplify

For capabilities that are not a differentiating factor — think payroll
— find purpose-built tools at the right price point. The goal is to
simplify your digital ecosystem. Avoid cobbling together multiple
package software solutions as this will drive up internal IT costs
to maintain them.

Blend

Where technologies are already established and working, retain
them. Use your new digital capabilities to integrate these with
the rest of your ecosystem.



TEAM EXERCISE

Evolving your values

Rather than creating a whole
new set of company values, ask
your leadership team:

* Where do we want our digital
transformation to take us?

* What cultural aspects do we
have that we value and want
to keep?

* What new cultural or
behavioral characteristics
must we adopt?
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The Silicon Approach

Grainger follows a ‘dual corridor’
model pioneered by tech firms:

* A Chief Technology Officer
responsible for engineering
security and operations.

* A Chief Product Officer
responsible for prioritization
of technology investments.

The product team is the
‘translator’ between the
business and the technology
teams. They set priorities and
work with the business to make
sure that solutions are impactful
and solve business needs.
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02 BUILD AND ALIGN TEAMS

Change up your talent mix

Redesigning entire systems requires the ability to conceptualize,
deal with ambiguity, and iterate. Software engineers must be
able to frame solutions, not just take orders. Don’t be afraid to
hire new talent. Pair new skill sets with ‘old hands’ who
understand the business.

Nudge culture

Start with cultural aspects you value and want to keep. Build
onto this where you want to see the culture move. Be utterly
consistent about any new principles both in communication and
action.

Align business with technology

Take a page out of technology companies’ books. You need to
make sure you are translating business needs, setting priorities
for technology teams, and doing this in an agile and iterative
way. This requires specific capabilities and skill sets, including
the ability to understand both business and technology.



CASE STUDY
Start outside the core

With the top 100 leaders fully
informed, DG assembled a team
of 30 people who built a new
platform and merchandising
process side by side. They
worked with suppliers to
understand available product
data, and with sellers on how
robust product information
could drive better purchase
journeys for customers. After 18
months, efforts were
recombined at a Grainger level.
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03 KEEP TOP LEADERSHIP ENGAGED

Immerse

If digital transformation is tied to competitive advantage, your
leadership team needs to be immersed in the effort. You can’t
just hand over the reigns to the technology team and hope for
the best. Spend time and energy early to bring your top
leadership on board and keep them close to the tech.

Communicate

Put ceremonies in place that allow daily interaction with
technology teams. Frequently communicate your priorities,
especially early on. Allow two-way communication and
feedback. Encourage behaviours that proactively address issues
rather than a ‘wait and see’ approach.

Experiment

To minimize disruption to the core, consider building new
capabilities outside, bringing them back into the core once
proven. Keep your leadership team fully involved. Experiments
can help test new technologies and processes without
disturbing day to day operations. They may also help convince
doubters.
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04 BE A LONG-HAULER

Allow for the unseen

A digital transformation requires patience and a willingness to
address underlying technology challenges. All the analytics in
the world cannot help if the source data is corrupt or if the
underlying technology stack is poorly built. Be prepared to
spend resources on cleaning up, not just building a flashy front
end.

Acknowledge organizational capacity for change

For changes to stick, the organization needs to be able to
absorb them. Limit the number of your development teams and
their outputs to what can be handled by the rest of the
organization. Keep the focus on your priority initiatives.

Be agile

Leverage iterative development. Have regular releases and
allow users to test new software frequently. Call it when things
aren’t working and need to change direction.

Trust the process

Knowing that what you are doing is vital to the strength of the
business allows you to take both time and risks. Retain a tight
link between daily technology efforts and business value to
ensure your radar remains dialled in.



CNEXT is a Community of Leaders Advancing Leaders.

CNEXT creates Virtual Leaders Forums, consisting of high-potential senior
executives supported by former successful public company CEOs.

Members participate in virtual meetings to gain insights, approaches, and
tools to tackle their most pressing leadership and business challenges, while
also developing valuable peer networks for the future - all to accelerate
organizational performance and achieve their business objectives and
professional aspirations.
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