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The Opportunity for Midsize Firms to Become
Intelligent Enterprises

Companies of all sizes continue to adapt to the digital economy, looking for new and more efficient ways to drive
C /\j revenue, empower employees, and respond to customer needs. CEOs, presidents, and business owners in
L\/ ® | midsize companies (who we will refer to as CEOs for brevity) face special challenges: they often lack the
< resources of larger firms but don’t have the flexibility/agility of smaller ones.

The disruptive business changes of today impact the entire organization: changing customer engagement
preferences, innovative remote working, options, and new ways key information is captured and used.

Only the CEO can provide the strategic guidance to support effective investment, staff encouragement,
and process reinvention. CEOs in best-run companies empower focus on higher-value tasks, improved
decision making, and exploration of new business models to achieve financial goals.

IDC conducted a survey of 1,957 midsize firms (with 100-1,000 employees) ‘ @

A/
12e)

o worldwide to identify key factors associated with business success
\p\' and measure progress towards becoming a best-run, digitally-engaged m @
L< [’ company. Four groups emerged based on performance: Laggards, m @ -
Survivors, Strivers, and Best Run (for more details refer to the overview h_d
report: Becoming a Best-Run Midsize Company). @
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CEO Redefined as Chief Coordinating Officer in
Business Transformation

Effective engagement with digital
transformation needs to start at
the top. Siloed, departmental efforts
can have some impact but will not
yield the benefits of a comprehensive,
coordinated CEO-driven effort.
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Given the changing nature of
business engagement, it is useful
to reexamine the goals and pain
points of midsize companies and
how CEOs assess company-wide
performance.

Managing and leveraging available data and understanding customer and supplier
needs and preferences will be key. Never before have companies faced an environment
in which customers have so much control, buying how and where they want. This places
new pressure on suppliers to automate processes to support self-service preferences, while
simultaneously gathering and evaluating customer data to respond to and anticipate needs.
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Best-Run Companies Look Beyond Revenue and Profits

Midsize Company CEO Top Priorities by Segment

Increase revenue

While CEOs in all segments cite increasing
revenue as a top business priority, those Increase profits or lower costs
in best-run and striver companies more

— Improve customer experience
frequently name three key priority areas: ’ ’

Increase employee productivity/efficiency

Minimize business or compliance risk

. | | =
l\(h Improw ng customer experience Identify and attract new customers _
:\f‘)[\, Improving bgsiness agility Improve business agility/responsiveness —
<F and FESPONSIVENESS Grow or maintain market share _
g}\: Introducing new business models Introduce new business modls |
b Best-Run
Support new products and revenue streams :
Building for the future while keeping Support specific digitization/business _ Striver
customer needs in mind is a key part of transformation initiatives .
. urvivor
being a best-run company. Respond to disruptive threats from competitors t
o o
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Legacy Technology Seen as a Major Pain Point

CEQOs are more likely than others in the company to cite a wide range of pain points affecting business performance. Among the
most significant is the burden of legacy technology impeding progress, which about 40% of CEOs in midsize firms cited. (Strivers
named this more frequently, and laggards less.) To correct this, CEOs and top management need to support the budget and
staffing required to improve performance — and CEO involvement in setting technology spending priorities is critical.

Midsize Firm CEOs Across Segments More Likely to View Technology as Major Weak Link in Their Progress

Insufficient funding or resources to meet
management expectations

Lack of appropriate skills and talent
(recruitment and retention)

Burden of using/managing legacy technology

Setting appropriate strategic direction and strategy
Adequately executing business plan against
customer expectations and competitive benchmarks

Understanding customer needs and meeting them
in a timely, appropriate manner

Inability to put appropriate financial controls and
practices in place to adequately run the business

Total
Forecasting, understanding, and providing for financial _ e respondents
needs of the organization

e Total CEOs
Reducing business risk/meeting regulatory requirements

@ CEO—Best-Run

|
Iy

@ CEO—Laggard

5 10 15 20 25 30 35 40 45 5 10 15 20 25 30 35 40 45
% Citing Priority % Citing Priority
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CEQOs of Best-Run Companies See Current Technology
as Meeting Their Needs

Although legacy technology and processes are often considered inhibitors to future progress, CEOs in best-run companies
believe their current business systems and technology do provide “good” or “very good” support for four key business activities:

08 The apparent disconnect between the view of legacy
technology as a limitation and technology as an
effective resource to support business transformation
deserves a closer look. CEOs in best-run companies
have been effective in leveraging technology to

help drive strong business performance — but the
question is whether current technology can support
future needs. Two related factors will be essential for
success in the digital economy:

. Our Business Systems/technology Provide
@i Good Visibility into Organization Profitability,
Revenue, Risk Management

Our Business Systems/technology
Support Good Operational Effectiveness
Across Our Enterprise

l‘ N\
. )
N e
\ .
N
.-

Our Business Systems/technology
3 » Support Innovation and Drive New Business ,p
Models & Market Opportunities b/[\' A healthy I@ of complacency
v

An understanding that
N progress requires new thinking

’ 4 Our Business Systems/technology Provide
N using new resources.

Good Support for Mergers & Acquisitions

IDC expects that the most successful midsize companies will
demand even more from the technology in which they invest.
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Creating Best-Run Performance Requires
Strategic Direction and Hands-On Engagement

CEOs in the most successful, best-run companies balance near- and long-term performance in a variety of ways. Setting
strategic direction is at the heart of any CEO's support for top business performance, but in midsize firms, participation at
the tactical level is also important. CEOs in midsize firms also point to the accomplishments of their own direct reports and
the optimization of resources as important contributors to performance.

How CEOs Support Best-Run Business Performance

Perform an excellent job executing my own department’s function
(HR, customer enablement, finance, etc.)

N
©

Set appropriate strategic direction

(00)

Optimize resource to ensure the best outcomes

Empower staff to do whatever is necessary to ensure customer satisfaction
Ensure organization is investing sufficiently in initiative to
be a best-in-class enterprise

Ensure IT and lines of business are working together to put the right
IT infrastructure and application tools in place

N

NS
N

N
N

Embrace cross-organizational collaboration

IIbr\v
)]
)
)
o

N
(@]

Examine and re-engineer business practices and procedures

% Citing Support Category
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Best-Run Companies Centralize Sponsorship of
Digital Transformation Initiatives

At best-run companies, executives and other centrally located leaders are more frequently cited as sponsors of digital
transformation initiatives. Laggards are more likely to drive digital transformation efforts from individual functional areas
such as marketing and finance. Who Drives Digital Transformation?

Best-Run Companies Have More Executive Team Engagement

Central IT _
]

- R —
CEOs at best-run firms recognize P Executive team -
their role in helping drive digital T
transformation from the top, DX-specific org
often supported by functional [——
areas (especially sales). > Sales . -éoc;tﬂ pkgiﬁéiie
— © oenn
Finance
I
ng
Marketing I @ Best-Run CEOs

O 5 10 15 20 25 30 35 40 45
% Citing Support Category
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Recognizing the Key Role of Data in Decision-Making

In keeping with the importance of sharing key performance indicators (KPIs), data is essential for effective decision-making
— and effective data collection and analysis drive the success of best-run companies. CEOs understand this and typically
recognize the role of data in helping drive operational efficiency. Best-run midsize firms, however, use data for more than
just efficiency improvement: They use it to improve customer engagement and drive product innovation, too.

Midsize Firm CEOs Cite Key Role Played by Data

Accessing the right CEOs: Our Technology and

data to provide Applications Infrastructure Provide
business-critical insight Insight Across Our Business

100% OfCEOS in best-/’unﬁ/’ms SUﬂ/eyed
indicated a “good” or “very good” ability 93%

to get the right data to provide insight

across the business. Using real-time

information to guide critical decisions is =

a hallmark of best-run companies.

Drive operational efficiency

Gain competitive insights

Gain customer insights

Generate additional revenue streams

Improve customer service Share of Midsize Firm CEOs Citing Good or

Very Good Ability
. . . Best-Run
Drive product innovation @

Improve access to employee data

@]

10 20 30 40 50 60 70
@ Laggard

% Citing Primary Role(s) of Data in Achieving Business Goals
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Join the Ranks of Best-Run Companies by Investing
in Enterprise Intelligence

Becoming a best-run company requires investment in developing higher-level enterprise intelligence and associated people,
technologies, and practices.

®

Invest in a flexible technology architecture that will enable execution of ongoing operations, as well as
ad-hoc and embedded analytics and innovation.

Lj Empower employees to innovate

Treat innovation as a competency. Encourage, promote, and reward it.

L@j Treat data as an asset

e It's not enough to excel at data management and analysis. Invest in people, technology, and processes
that result in actionable data for decision-makers. Best-Run

Intelligent
x Promote communication and collaboration 3
L@) | Promote communication and collaboration | Enterprise ANy

= Ensure a clear understanding of key metrics, KPIs, and data across the total workforce (internal and
external). A common language is a prerequisite for achieving data-driven initiatives.

L%j Invest in modern and advanced technology

New technologies such as artificial intelligence/machine learning (Al/ML) and the Internet of Things
(IoT) will form the basis of digital transformation platforms of the future. Look for technology with
this kind of intelligence built in - you don't have to do it all yourself.

Lﬁj Centralize digital transformation strategy and sponsorship

Digital transformation is not simply another technology project. It is a multi-year journey that will
ensure that your company will thrive for years to come. As such, it must be led centrally by executives
with the ability to influence the whole company.
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Methodology

Findings for this InfoBrief are based upon a September 2018 IDC study of business and IT leaders in
midsize companies around the world.

For this study, IDC surveyed 1,957 executives with decision-making or recommending authority for IT
solutions and services. Respondents were located in 13 countries across North America, Europe, and
| Asia/Pacific and spanned a broad mix of industries.

For each respondent IDC collected business key performance indicators (KPIs) including revenue
growth, profitability, customer satisfaction, and employee productivity. IDC analyzed the correlations
between these business success metrics and respondents’ [T policies and behaviors to determine
best practices for T digital transformation, which provided the basis for determining the four intelligent
enterprise maturity categories.

L
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Sponsor Statement

As a market leader in enterprise application software, SAP is at the center of today's business and
technology revolution. SAP helps streamline your business processes, giving you the ability to use real-
time data to predict customer trends across your entire business.

SAP applications and services enable more than 250,000 small and midsize companies to operate
profitably, adapt continuously, and grow sustainably. SAP provides pre-integrated software components
with embedded intelligence, enabling companies to stay lean, automate, optimize, and become a best-run
business. Our solutions are designed to deliver value right away and to scale for future growth.

SAP solutions help you take complexity out of running your business, so you can focus on growing your
company. No matter where your business takes you, SAP is an innovative, trusted provider partner you'll
never outgrow.

To learn more about SAP solutions for small and midsize companies,
please visit sap.com/sme.

THE BEST RUN w



https://www.sap.com/products/sme-business-software.html
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