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Strategy Development in a Digital Word

As Dan Schulman, CEO of PayPal so eloquently put it “the biggest impediment to a company’s future success is its past success” which is 
particularly true when discussing digital strategy. Frank D’ Souza, CEO of Cognizant is more specific, stating that “in today’s era of volatility, there is 
no other way but to re-invent. The only sustainable advantage you can have over others is agility, that’s it”, adding that “because nothing else is 
sustainable, everything else you create, somebody else will replicate”.


In light of these challenges, digital strategies and digital transformation are terms we all hear about regularly and often they are represented as being 
unique and separate initiatives that are separate from strategy development and implementation as we know it. Nothing could be further from the 
truth, but developing effective business strategies for a digital world does require additional considerations and information to inform the business 
strategy. 


However, what makes digital strategy development challenging for most organisations is the pace at which the digital ecosystem evolves, 
shortening business cycles as well as the scarcity of digital knowledge within the organisation that is inherent to the vision development and 
understanding of opportunities and threats.


In this whitepaper we review the (digital) strategy process as well as presenting and discussing a framework approach that supports effective 
strategy development in this digital age. Much of the insights gained as well as the approaches proposed have been developed by CxOfoundry and 
our partner Intelium Consulting throughout our customer engagements and have been honed over the years, although we have naturally taken 
inspiration from others. We hope that you find our insights helpful in supporting your own digital journey.


Andrew Rufener

Founding Partner, CxOfoundry.io 
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A Brief Strategy Primer


Frequently when engaging in conversations related to strategy the subject is treated as if it were some 
form of “black magic”. In our opinion, nothing could be further from the truth; what is required is time, 
patience, an open mind and the ability to take a step back from the incumbent model, apply critical 
thinking and follow a strategy process informed by relevant data. That’s not to say that developing an 
effective business strategy is simple, on the contrary it is hard work, but strategy development is an 
essential process for any business and we believe should be a fun and exciting journey. 


So what makes strategy development challenging then and what does it encompass? In a 1996 
Harvard Business Review article, Michael Porter argues that competitive strategy is "about being 
different”. He adds, "It means deliberately choosing a different set of activities to deliver a unique mix 
of value”. In short, Porter argues that strategy is about competitive position, about differentiating 
yourself in the eyes of the customer, about adding value through a mix of activities different from 
those used by competitors. Thus, Porter seems to embrace strategy as both plan and position. In 
their publication, “Top Management Strategy”, Benjamin Tregoe and John Zimmerman, of Kepner-
Tregoe, define strategy as "the framework which guides those choices that determine the nature and 
direction of an organisation”. Ultimately, this boils down to selecting products (or services) to offer and 
the markets in which to offer them. Tregoe and Zimmerman urge executives to base these decisions 
on a single "driving force" of the business. 


Our simplified definition of strategy is that strategy is the bridge between mission and vision on one 
hand and tactics, concrete actions and capabilities on the other and as such informs the organisations 
direction. Strategy and tactics together straddle the gap between means and ends, whereby strategy 
refers to the web of thoughts, insights, goals, experiences, expectations and targets that inform the 
specific actions as well as defining the required capabilities in pursuit of particular ends. Or put more 
simply, it translates the winning aspiration into the theatre where we play, how we will win, what 
capabilities we must have to succeed and what management systems we need in support thereof. 


The challenge with digital strategies that we discuss in this paper, however, is that they are inherently 
disruptive given the fact that for most organisations the mismatch between current business models 
and digital future models is too great and environments change to fast for anything but bold, 
innovative approaches to work.  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Digital Strategy 

Simply put, a successful (digital) strategy matches long-term, simple and agreed objectives, a profound understanding of the competitive environment 
and a objective appraisal of the available and required resources and capabilities with an effective implementation as depicted in the figure below.  

Figure 1: Successful Strategy Components 

The biggest challenge with digital strategy development, however, is that cannot be incremental. Unlike many conventional strategy processes that 
tend to focus on incremental improvements, digital strategy, however needs to be disruptive. This is driven by the fact that the mismatch between 
traditional, incumbent business models and digital futures is too great and the rate of change is too high for traditional models to succeed. In the 
context of a traditional strategy, digital and transformational strategies need to be bold and inventive for them to have a chance of success. In their 
book “Strategy beyond the Hockey Stick” the authors seek to explain what causes this inertia (strategy’s social side, rooted in individual interests, 
group dynamics, and cognitive biases) and to suggest a way out (understanding the real odds of strategy and overhauling your planning processes to 
deliver the big moves that can overcome those long odds). All of this holds particularly true for digital strategy as many leaders in organisations lack 
clarity on what “digital” means for strategy. Or to be more specific, they underestimate the degree to which digital is disrupting the economic 
underpinnings of their business. The lack of understanding also results in them lacking to recognise the pace and form in which digital ecosystems 
emerge, how value-chains are reconfigured and how this starts altering industry boundaries and shifting competitive advantages.  
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In a recent paper on digital strategy, Mc Kinsey & Co states that the only way for leaders to cut through inertia and incrementalism is to stake a bold 
step forward to fight and win on four fronts, a view we very much subscribe to. The authors go on to state: “You must fight ignorance by using 
experiential techniques such as “go-and-sees” and war gaming to break leaders out of old ways of thinking into today’s digital realities. You must fight 
fear through top-team effectiveness programs that spur senior executives into action. You must fight guesswork through pilots and structured analysis 
of uses cases and you must fight diffusion of effort - a constant challenge given the simultaneous need to digitise your core and innovate with new 
business models”.  
 

In this paper we will review key steps and approaches that support the digital strategy formulation process, organisational challenges related to digital 
strategy formulation and execution, provide suggestions on how to choose the digital strategy direction as well as some of the characteristics and 
finally provide some recommendations related to the implementation phase. 
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The importance of understanding context 

Understanding the (digital) context is essential to strategy development and is challenging for most executive teams since it requires (developing) a 
profound understanding of digital trends, their (potential) impact both short and long term, as well as their respective development timelines. On the 
other hand, the impact assessment requires both an understanding of the digital trends as well as the legacy business ecosystem which the 
organisation in question operates within. In order for organisations to achieve the desired outcome from the strategy process, these insights need to 
be reviewed in the context of the organisation a the ecosystem that it operates within as part of an effective collaborative effort that involves all 
business functions. The largest pitfall remains focusing solely on technology and/or the latest trends without placing them in context and ensuring in-
depth understanding to help inform key decisions. 

  
Figure 2: Digital Context 

Although organisations have been using technology for several decades, this use of technology no longer revolves around the current set of 
applications or technology focused around a specific application. The current wave of digitisation and the level of integration and potential for 
disruption is unprecedented. Focus on capabilities, short- and longer-term impact and the level of potential disruption and reconfiguration of value 
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chains is essential to strategy formulation and understanding of the context. Using a framework to perform the external analysis such as the PEST 
analysis, which includes political, economic, social, and technological factors as a minimum with options for extension, ensures that these macro-
environmental factors are taken into consideration and that the changes in these macro-environments can be monitored, adapting strategy if needed. 
To illustrate the use of the framework in the digital context, we identified four trends that should be considered in the strategic decision making 
process of all organisations.   

Mapping the industry and environmental analysis 

While a broad view of the environment serves as a starting point to formulate the strategic direction, a closer examination of the industry and 
ecosystem an organisation operates within is an essential next step. In the context of digital strategy formulation attention needs to be paid to how 
digitisation blurs the boundaries between industries, which is driven by factors such as  the irrelevance of asset ownership and focus on disruption 
and achieving industry leadership. Good examples are Uber and Grab which became the world’s largest taxi companies without any vehicles, Alibaba 
the most valuable retailer without any inventory, and Airbnb the world’s largest accommodation provider without owning real estate. The present state 
of industries is like a game of chess where the pawn can become queen in six turns. It also raises questions about what the implications are for those 
who own or produce the goods being used in these examples and how the value chain is completely reconfigured. To fathom the scope and dynamics 
of an industry, Porter’s five forces can be used to help identify the organisations context and position in relation to its competitors. 
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Figure 3: PEST Analysis 
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The PEST-analysis illustrates that the bargaining power of buyers is generally increasing through information asymmetry developing in 
favour of the buyer, generally also leading to higher expectations. In addition, the primary concern of suppliers and providers is to create 
“lock-ins” to retain buyers by enticing them to invest time and effort in their platform or product. Organisations are to a greater extent 
going back to their core business by leveraging partners to co-create and suppliers to outsource their supporting processes by forming 
partner networks. As partners and suppliers become more networked than ever before in the business processes and data generation, 
the supplier dependence of organisations expands.  

The threat of new entrants has accelerated due to the macro-environmental developments on technology. New players need less 
(financial) resources to enter an industry with products from an unexpected angle and these new players can scale faster than traditional 
organisations. The same goes for the threat of new entrants where digital alternatives for physical resources and processes have gained 
a lot of traction. These digital platforms are essentially virtual copies of the real world. An e-store uses the same basic business model 
and processes as a physical store, but are way more efficient and supply a greater reach. Virtualisation of processes is taking place 
everywhere where, for example, when planning activities are taking place: matching supply and demand (digital market places) or 
planning of resources (Uber, Airbnb).  

The trends on an industry level should not be perceived as threats but rather as opportunities for expansion. Acquiring a detailed picture 
of the industry exposes the uncultivated areas as well. These areas are described as a “blue ocean,” a new market in which the rules are 
yet to be set and thus competitive advantage can be obtained quickly. The cultivated areas are referred to as a “red ocean,” a competitive 
market full of existing rivals and corresponding rules. As an example, with the launch of iTunes in 2003, Apple set step into a blue ocean 
by augmenting their iPod which enabled their customers to buy only a single song instead of a full CD. As the illegality of sharing music 
files became increasingly popular and more and more visible, Apple was the first to offer a legal alternative. Three years later, they 
entered a new market by completely changing the experience with integrating the functionality of the iPod to a touch screen smartphone. 
By smoothening the overall user experience, Apple once again made an innovative turn in the market. A similar example is Tesla that 
used technology not only to change what we perceive an automobile to be, but used technology effectively to innovate the vehicle and 
the usage itself, to gain key intelligence on customer usage as well as reconfiguring the value chain by selling directly to customers 
online and cutting out an entire portion of the automotive industry that has failed to add substantial enough value in a world where 
automobiles hardly need any servicing and customers have the information advantage.  
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Organisational transformation is required 

The strategy choices need to be informed by the current organisations capabilities and a target operating model, including a gap analysis 
of capabilities. As discussed earlier in this paper, capabilities need to be assessed at the leadership level as well as at the operational 
level to help ensure that executives have the knowledge and insight as well as the soft skills required to “lead” what is essentially a 
transformational effort as well as ensuring that the capabilities and change necessary agents exist with in the organisation to support the 
actual transformation.  

Having the ability to visualise and effectively communicate the operating model at different levels with in the organisation is essential. The 
Operating Model Canvas is a simple, yet effective tool to develop and provide a shared understanding of the business activities, 
processes, resources and the interaction thereof. Executives also need to recognise that these transformational efforts are just that, 
requiring them to be visible leaders communicating effectively ad regularly, celebrating successes and acting swiftly where needed to 
help ensure alignment with the path the organisation is on. Wherever possible, data should be used to support decision making and data 
should be an integral component of any digital strategy to inform operational and strategic decisions.  

As mentioned in the introduction, Frank D’ Souza’s (CEO of Cognizant) stated that “in today’s era of volatility, there is no other way but to 
re-invent. The only sustainable advantage you can have over others is agility, that’s it”, adding that “because nothing else is sustainable, 
everything else you create, somebody else will replicate”. The consequence is a cultural shift for many organisations to more agility and 
responsibility at the forefront, supported by flatter organisations, more and easier access to information as well as supporting 
governance. Without an “innovation culture”, any digital strategy will fail to bear the longer term benefits sought.  

Last but not least, the organisation must possess customer intimacy to provide insight into customer needs as well as triggers for 
innovation as well as an early warning system should the organisation ever digress from the focus on its key stakeholder. 
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Selecting your directional model 

The core purpose of any organisation is to create value by taking and enhancing inputs and creating products and services for 
customers. As part of the strategy process the aim is to identify the most effective propositions, the delivery model, partner and supplier 
strategies, customer interaction strategies and as well as ensuring that to the extent possible, the position can be protected and used as 
a base for further growth. To that effect digital is no different to traditional strategy development, however, both the opportunities that 
digital offers to leapfrog as well as the competitive threats multiply and the pace increases substantially. To that extent digital enables 
easier (re-)configuration of the value chain, greater insight into customer needs and greater customer intimacy, increased insight through 
data gathering, data analytics and IoT devices as well as advanced insights and services through application of machine learning and 
other advanced technologies. But digital capabilities can also enable closer supply chain integration with Industry 4.0, increased 
sustainability, predictive maintenance and ultimately can also be used effectively for improved sourcing and financing decisions given the 
increased amount of data available that can be utilised to manage risk more effectively. The possibilities are sheer endless and that’s 
both the threat and opportunity of the digital age, requiring you to understand and weigh your options during the strategy process, identify 
risk and options and then execute swiftly.  

The context analysis discussed in previous sections will provide the foundation for any strategy development as does an understanding 
of the business environment and the organisational capabilities - all will define the pace and the phasing of next steps. However, it is 
essential not to confuse strategy with implementation. Strategy setting is about defining your position and strategic direction in a 
increasingly digital and fast moving context, thereby ensuring your proposition remains relevant and you have done the utmost to protect 
your position and continuously develop it. But as discussed earlier, your digital target position needs to be bold and cannot be 
incremental. The pace of change in your environment as well as the capabilities of your organisation will define the approach. Highly 
dynamic environments will require quick adaption capabilities and strategy setting can become a continuous process where other 
environments will implement a more iterative approach.  
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In their strategy considerations, organisations should investigate two key dimensions, namely: 

• The level of intensity related to the customer interaction, and 
• The level of complexity related to the components of their products and services 

A high rate of interaction with customers typically points to an organisation with primarily external focus and the aim of building a long-
lasting and sustainable relation with a customer by collecting data on preferences, personalised offers, and ultimately influencing 
customer behaviour through “hooked cycles”. Customers become “hooked” when the interaction provides relevant rewards. In these 
environments revenue streams are typically increased by adding new relevant services derived from customer insight. On the other hand, 
lower intensity of interaction typically means that interaction with a customers is primarily transactional. The focus here is on continuous 
improvement of processes and products, based on requirements instead of customer journeys. Interaction can be indirect via, for 
example, a resellers network or direct via more traditional sales channels and customer groups. However, for the avoidance of doubt, a 
low level of interaction can still mean highly digitised environments with the aim of high automation for quality and cost purposes.  

A high level of complexity means that the offering for a customer is a product or service composed of many different functionalities which 
are integrated in a product design and require a complex production environment for assembling all these different components. These 
components are supported by digitised infrastructure and sophisticated architectures. Low level complexity products are product offerings 
that are characterised by only a few number of components or technologies: focus is primarily on production process and quality. Even 
these products can be highly digitised, a simple example being digital sensors.  

Based on these two dimensions, the following matrix can be derived that shows four different possible positions, all having very different 
characteristics. 
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Figure 4: Possible digital strategy positions 

The characteristics of the different strategy positions are discussed below. 

Digitised Products and Services 
Customer interactions are primarily transactional with a low(er) complexity of products and/or services. These organisations typically 
produce “easy” to define offerings that are well understood by customers and are often integrated into an equally well defined supply 
chain. Digital strategies in these environments focus on optimisation (automation, increased flexibly, robotics, Internet of Things (IoT), 
data analytics and in some cases machine learning) as well as supply chain optimisation and integration (JIT, Industry 4.0, etc.). Good 
examples are energy production, agriculture, mechanical and electrical components. 
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Smart Integration 
Interaction with customers is primarily focused on the specifications of the product and its design. The interaction can be intense 
depending on the required level of customisation and complexity of the product. Products are complex, requiring a good understanding of 
customer needs. Transactions take place in the form of contracts. Services are often part of the offering. Digital investments in this 
domain are primarily focused on product design as well as the integration of many different technologies like mechanics, electronics, 
optics, aerodynamics, hydro dynamics, digitisation, product and process engineering, and manufacturing. Digital encompasses 
developments like IoT, data gathering, data analytics, machine learning, design, knowledge management, augmented or virtual reality, 
smart factories, research, software platforms, smart testing, training, maintenance, flexible infrastructures, and architecture. Examples 
are the defence, aerospace, high-tech engineering sector, telecommunications and chip manufacturing.  

Connected Customer 
For these sectors, regular customer interactions are key. The enable customer intimacy, collecting valuable data and giving the customer 
rewards in return. Services are typically segmented and targeted for specific customer groups. Offers to the customer are comparatively 
“simple”. The key focus is a good customer experience utilising the knowledge about the customer needs. The customer invests through 
offering data and the service provider offers services in return. IT will support the entire customer journey. Connecting the customer 
means also offering multi-channel experiences: online, mobile, social media, and shops. Examples are digital financial services such as 
insurance, online payment services, web shops but also offerings that connect consumer devices to the cloud such as for example 
GoPro and other wearables. 

Multi-sided Ecosystem 
Strategy is based on deep interactive collaboration between customers, users, and business partners in order to offer an ecosystem (or 
platform) for handling transactions. The customer and their journeys on the ecosystem are key. It integrates the services of different 
providers in customers’ journeys while being tailored to the needs of a specific customer group. The complexity of the platform is driven 
by the number of services that are offered through the platform. Digital platforms grow in complexity by continuously enhancing the 
customer experience and by offering more and more functionality through integrating more and more providers of services. Examples of 
ecosystems are Airbnb, Google, bol.com, Marktplaats, and ANWB. The latter, integrating mobility services by making arrangements with 
municipalities, public transport operators, car parks, insurance providers, and offering comprehensive mobility offerings to business 
customers. 
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Differentiation and characteristics 

Differentiation and a continuous focus on value generation are key to any organisations success. However, IT and digital are not 
differentiators in and by themselves, they are merely the tools that organisations can utilise to differentiate themselves. Organisational 
culture, the required skills and competences and the formulated ambition and will to go the extra way are the key enablers of success. 
How an organisation puts digital capabilities to work to differentiate, gain and maintain a competitive advantage will define their success.  

Using the four different strategy positions or scenarios discussed, the following table provides a few extra dimensions that can be utilised 
to help design an approach that delivers differentiation as well as a few examples. 

Figure 5: Additional dimensions supporting the design process 
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Summary and Roadmap 

Drawing up a digital strategy to support your overall business strategy requires some hard work and endurance but at the same time is a 
very insightful and rewarding process, rewarding organisations with increased clarity and focus as well as additional opportunities that 
seemed beyond reach or worse, were not considered or recognised in the past. Absence of a digital component in a business strategy on 
the other hand, risks not capitalising on opportunities that present themselves, leaving the playing field to competitors while likely 
investing in digital or IT initiatives without a clear view to a pay-out.  
 

Figure 6: Digital Strategy Definition process 
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Being digital is not about technology and IT, it is primarily about understanding how technology reshapes the landscape and what 
opportunities present themselves and then acting accordingly. Naturally, the implementation of technology will undoubtedly follow and 
organisations will need to build capabilities, however, in many cases these are primarily centred around the understanding of the 
technology and the opportunity as well as the effective embedding of technology in the business ecosystem.  Being digital is also about 
attitude and culture and an increasingly collaborative approach, in a network with other players in the industry or even the broader 
community, for example through Open Source initiatives.  

We believe that digitisation, while often disruptive, provides exciting opportunities and if executed well, a rewarding journey. We hope that 
this paper has provided you with some valuable insights and a contribution to your successful digital journey.  
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