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HR Transformation

Today companies operate in an increasingly complex global environment, defined by four key trends:

Today’s world
Growth
Now that economies, particularly developed economies, 

have largely rebounded from the late recession, companies 

are once again starting to look for opportunities for growth. 

With that, big projects such as product expansions and 

mergers and acquisitions are back on the table.

Digitization
Although the talk for many years, digitization arguably 

reached a tipping point in 2014. The digital revolution is 

now a huge driver of change across sectors and 

geographies as companies are trying to figure out what big 

data and the internet of things mean for their businesses. 

The main driver of change is our growth 

agenda. This is a very competitive 

marketplace and there are lots of 

changes in the industry. 

Sales director, Manufacturing sector

Our goal is to take out substantial 

savings, but the intention is to use 

savings to reinvest in the business and 

fuel growth. We are looking at our 

product set to make sure that it meets 

the current needs of consumers and we 

are reinvesting in some existing brands 

to reposition them.

IT director, Manufacturing sector

We’re investing in digitization; we’re playing 
catch-up in many areas. My area is sales and 

marketing and certainly in those areas it is 

impacting everything from customer and 

consumer relationships, go to market 

strategy, and selling products – everything. 

Sales director, Energy and resources 
sector

Digital will grow exponentially in the next 

few years – it’s urgent that we act now.

Finance  director, Manufacturing sector

Risk and regulatory compliance
With an increasingly complex regulatory environment, 

particularly in Europe and the United States, companies are 

feeling the pressure to stay compliant and are facing high 

costs if they do not. Furthermore, they are looking to 

navigate the risks that the new digital economy poses 

along with the opportunities.

Talent – An enduring challenge
The challenges differ across sectors; however, talent is a 

primary concern across the board. Some sectors that are 

perceived as less attractive by millennials, like 

manufacturing, find it difficult to attract young employees; 

others, like digital, although attractive, are fiercely 

competing for the same pool of qualified candidates. Add 

to that the fact that companies are facing the pressure of 

baby boomers reaching retirement and it is easy to 

understand why talent is one of the biggest issues on the 

agenda.

Information security is a huge risk 

– and this probably held us back from 

exploiting options such as mobile 

technology in the past. There are 

technical issues to take into account 

and one of the biggest constraints is 

information security.

Operations director, Public sector      

The shortage of talent is being 

compounded by what we’ve all seen 
coming for a long time – baby boomers 

retiring. If companies don’t address this 
issue, three years from now they’ll have 
no bench to speak of.

CEO, Services sector

“

“

“

“

“ ““ “

Source: Source for Consulting Complete 2015 Country Research

Global HR 
Transformation

kpmg.com

March 2016



6
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  Recognize their 
own contributions

  Development 
opportunities, 
recognition, access 
to mentors

  Informal workspaces, 
volunteering 
opportunities 
and flexibility

  3earning 
opportunities 
extended outside 
the company

  5ew recruiting  
approaches

  Access to social 
networks and high�
tech tools

  Save for housing

  Employer recognition 
of their invidual  
contributions

  Career path offering 
leadership 
opportunities

  >ork�life balance
  Flexible schedules
  Save for 

their children’s 
education

  Starting to think 
about retirement

  >ork hard to 
be recognized

  Save for their 
children’s education

  Planning 
for retirement

  )etter manage work�
life balance

  Take care of 
a relative

  Want that their 
expertise�experience 
to be recognized

  Planning to leave 
for retirement

  Expect health 
coverage to 
be available 
on retirement

  Access to ¸flexible¹ 
work opportunities, 
meeting educational, 
professional, 
volunteering and�or 
leisure needs

  Responsibility for 
dependency is an 
issue for one�third of 
this segment

Some expectations are common to all segments: predictable rewards, need 
for meaningful work, growth opportunities, dignity and respect 

Source: Mercer HR, Mercer interviews

Faced with upcoming generations, their elders remain very active, however, 
and are prolonging their working life increasingly.

>hich raises two Xuestions:
1. On what points do the old and new generations coincide, and on what points do 

they differ or even diametrically oppose one another&
2. On what points do new generations �@ and A� represent radically different 

employee profiles, forcing HR to confront the immense challenge of reinventing 
its vision, approach and communities&

A global study conducted by Mercer in 2015, based on 50,000 employee 
responses, sheds new light on these two questions.

From an analysis of generational expectations, a number of points appear to 
coincide across generations: 
5eed for predictable rewards, meaningful work, professional advancement 
opportunities, and finally dignity and respect. These needs form a common denominator 
bridging the different generations.

Illustration 2:  Generation Y-the Millennials-will represent half of the 
workforce by 2020 and three-quarters by 2025.

Baby boomersX (35-49)Y (20-35)Z (1-19)
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Four Forces of Future Work 

a re-defined 
employer-employee contract
Straddling the four quadrants of individualism and 
collaboration on the one hand and standalone and integrated 
on the other, organizations will need to clearly define their 
identity in the market – only then can they put out a clear and 
compelling talent proposition and contracts.

42  |  the five forces shaping the world of HR

Investing in employees 
for a future VUCA world 
will bring in reimagined 
contracts of 
employment. HR will 
need to prepare for 
shorter employee 
tenures in a dynamic 
work landscape. 

innovation rules
• Digital influences
• Specialists and niche 

skills dominate

corporate responsibility 
rules
• Social relevance influences
• Best talent dominates; 

behavioral skills and cultural 
fit  are critival

capitalism rules
• Consumer choice influences
• Individual and pivotal 

hi-performers  dominate

social and corporate 
ethics dominate
• Technology and automation  

balanced with  human 
redundancy

• Workers find flexibility, 
autonomy and fulfilment

the
four faces
of future

work

the
five forces

shaping the world
of HR
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The productivity puzzle: the Digital Revolution has yet to come  
by Edoardo Campanella, Economist (UniCredit, Milan)  

■ The Digital Revolution is in full swing, but productivity in 
the advanced world is not picking up.  

■ Techno-pessimists believe that today’s technologies are 
less transformative than those of the past; techno-
optimists point to mismeasurement issues.  

■ There might be a third explanation to the productivity 
puzzle: implementation lags in the adoption of new 
digital technologies. 

■ Like previous general purpose technologies (GPTs), digital 
technologies, particularly artificial intelligence (AI), require 
substantial, long and costly business restructurings.  

■ It took around 30 years for electricity and computers to 
become truly widespread and around 15 years for these 
technologies to significantly show up in productivity statistics. 

■ Even if there is an acceleration in the diffusion of digital 
technologies (AI in particular) and in the formation of the 
related capital stock, it will take time for them to meaningfully 
affect productivity – probably an additional decade.  

We live in an era of major technological disruptions. No job 
or industry seems to be immune to the radical 
transformations imposed by the Digital Revolution, and yet 
statistics for industrialized economies do not show any 
meaningful acceleration in productivity. Whether from the 
point of view of output per hour worked or from that of total 
factor productivity (TFP), the evidence appears the same 
(Chart 1). Since 2010, productivity has been growing at its 
slowest pace in five decades.  

CHART 1: NOT PICKING UP 

 

 Source: Conference Board, UniCredit Research 

This matters for financial markets as productivity is the main 
driver of potential growth — that is key for gauging the 
degree of spare capacity and hence for predicting the future 
path of interest rates. In general, potential growth has wide-
ranging implications for living standards (and equity returns), 
the sustainability of public debt and welfare systems, 
monetary policy over the longer term, among others. 

Many factors are at play: declining returns from the first 
information and communication technology (ICT) revolution, 
the after-effects of the financial crisis1 and digitization.2 Our 
focus here is on the latter. So far, two schools of thought 
have challenged each other on the issue. Techno-pessimists 
argue that today’s technologies are less transformative than 
the six great inventions that powered economic growth from 
1870 to 1970: electricity, urban sanitation, chemicals, 
pharmaceuticals, the internal-combustion engine and 
modern communication. Hence, the productivity puzzle is 
something structural. Techno-optimists on the other hand, 
believe that the benefits that accrue from new technologies 
are already being enjoyed by firms and consumers and that 
national account statistics simply struggle to capture them. 
The concept of GDP first emerged in the 1930s to measure 
the size of an economy that was primarily devoted to the 
production of tangible goods. Today’s economies, instead, 
are increasingly dominated by intangible goods and services 
that are delivered through online platforms. If GDP figures 
took into account properly the intangible economy, then 
productivity growth could look much better.      

While there is some truth in both theories, there might be a 
third, more-straightforward explanation to the puzzle that 
could actually reconcile the previous two. The Digital 
Revolution is not showing up in national statistics simply 
because it has not come yet. It takes a considerable amount 
of time for firms to adopt new technologies, especially when 
these technologies are so transformative that they require 
significant organizational restructuring and the retraining of 
the workforce. This is especially true for a GPT like AI, which 
will increasingly power this technological wave going 
forward. Only when a sufficient stock of new technology and 
complementary innovations is built, then a technological 
revolution shows up in aggregate data.  

                                                                      
1 McKinsey Global Institute (2018) finds that roughly half of the productivity 
slowdown is due to the waning impetus from the IT revolution and the other 
half from the negative spillovers of the financial crisis.  
2The ICT revolution refers to the client-server and connectivity revolution of 
the mid-1990s and early 2000s. Digitization refers to the latest digital 
technologies and, in particular, to AI, which leverages cloud computing, 
machine learning and the internet of things.   
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3McKinsey Global Institute Solving the productivity puzzle: The role of demand and the promise of digitization

PRODUCTIVITY GROWTH REMAINS NEAR HISTORIC LOWS, FOLLOWING A 
JOB-RICH, PRODUCTIVITY-WEAK RECOVERY
While labor productivity growth has been declining across the United States and Western 
Europe since a boom in the 1960s, it decelerated further after the financial crisis to 
historic lows (Exhibit E1). We focus this study on the slowdown since the early 2000s and 
identify three major patterns of the productivity-growth slowdown across our sample of 
countries: low “numerator” (value added) growth accompanied by robust “denominator” 
(hours worked) growth, creating a job-rich but productivity-weak recovery across most 
countries; too few and too small “jumping” sectors; and the critical importance of declining 
capital intensity growth across countries (see Box E2, “Patterns of the productivity-growth 
slowdown”). These patterns indicate that the productivity-growth slowdown is broad-based 
across countries and sectors, point to a set of common, overarching factors at work, and 
reveal the importance of demand-side as well as supply-side factors.

While we find many similar patterns of the productivity-growth slowdown across our sample 
of countries, there are also notable differences. Sweden and the United States experienced 
a strong productivity boom in the mid-1990s and early-2000s followed by the largest 
productivity-growth decline, and much of that decline predated the financial crisis. France 
and Germany started from more moderate levels and experienced less of a productivity-
growth decline, with most of the decline occurring after the crisis. Productivity growth was 
close to zero in Italy and Spain for some time well before the crisis, so severe labor shedding 
after the crisis actually accelerated productivity growth.

While many key economic variables such as GDP growth and investment as a share of GDP, 
as well as productivity growth, have started to pick up recently in the United States and 
Europe, productivity growth remains low relative to historical levels, with many countries in 
our sample seeing around 1 percent productivity growth or less.

Exhibit E1

Productivity growth has fluctuated over time; it has been declining since the 1960s and today stands near 
historic lows

SOURCE: A. Bergeaud, G. Cette, and R. Lecat, "Productivity trends in advanced countries between 1890 and 2012," Review of Income and Wealth, volume 
62, number 3, 2016; McKinsey Global Institute analysis

1 Simple average of France, Germany, Italy, Spain, Sweden, and the United Kingdom.
NOTE: Productivity defined as GDP per hour worked. Calculated using Hodrick Prescott filter. Drawn from similar analysis in Martin Neil Baily and Nicholas 

Montalbano, Why is productivity growth so slow? Possible explanations and policy responses, Brookings Institution, September 2016.

Trend line of labor productivity growth, total economy
% year-over-year
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Disruptive Innovation Definition
• OECD Oslo Manual (2005): “Innovation that has a significant impact on a market 

and on the economic activity of firms in the market. The impact can, for 
example, change the structure of the market, create new markets or render 
existing products obsolete”



DISRUPTIVE TECHNOLOGIES 

A Disruptive Technology is a technology or innovation, which is initially a combination of niche
technologies or innovative ideas to create a high end product or service, typically such which the existing
market does not expect; and when the technology becomes affordable and accessible, it eventually ends
up disrupting the existing consumer market and creating a market of its own.

• Sustaining Technologies are different from Disruptive Technologies in such that they only rely on evolutions and advancements in existing products,
thus making firms compete against one another leveraging the improvements each firm can make in their product

• In the nascent stage of a disruptive innovation, the market is largely exploratory and mostly led by smaller, innovation driven and entrepreneurial
firms. Larger firms tend to stay away from disruptive innovations because either the margins are too tight for them; or their business structure is such
that even willingly, they cannot enter the disruptive innovation market due to potential tradeoffs such as cannibalization

• Every product market is dynamic and bound to encounter disruptions at some stage or the other. Disruptive innovations can even hurt successful, well
managed companies that are responsive to their customers and have excellent R&D. Hence incumbent firms must constantly try to innovate and keep
their products relevant in the market

Source: KPMG, McKinsey & Company, Accenture

DIAGRAM 1: Big Bang Market Adoption 

FIGURE 1: 
Different types of theories used to describe the market      
response to Disruptive Technologies. The Rogers’ 
theory explains this response in the form of a bell curve 
(grey), while the recent Big Bang theory explains it in 
the form of a shark fin curve (orange)



Time to Reach 50 Millions Users

The Big Shift’s forces create the catalysts 
for disruption to occur, and neither the forces 
of the Big Shift nor disruptive events proceed 
apace across all industries or markets. 

Market conditions
Every market has unique conditions that 

determine the competitive dynamics in that 
market. The market conditions at a specific 
point in time will affect what types of threats 
emerge, how they will be perceived, and how 
incumbents react. 

Although there are many market condi-
tions, characteristics of the product, char-
acteristics of demand, and characteristics of 
industry structure proved most relevant to the 
way threats develop and the impact they have 
on the market in the cases we analyzed. Figure 
3 shows a representative list of the types of 
conditions that affect whether the introduc-
tion of a new technology or business model 
in a given market is rejected, appropriated by 
incumbents, or poised to displace incumbents. 
The very characteristics that have made a 
market attractive for the incumbent, by acting 

as barriers to entry, can make a market more 
susceptible to disruption. For example, in a 
very concentrated market (where a few large 
incumbents claim the vast majority of market 
share) with high switching costs, incumbents 
might become complacent about customer 
relationships and lose the ability to notice or 
respond quickly to changing customer prefer-
ences. Such a market would be vulnerable to 
a new entrant with an approach that redefines 
the customer relationship and delivers value 
to the customer that outweighs (or reduces) 
switching costs. 

Catalysts
A catalyst is a change in the broader envi-

ronment that serves as an early indicator of 
possible disruption. Catalysts can be thought 
of as shifts from the historic, prevailing condi-
tions to new conditions. They can change the 
desirability of an offering or the viability of a 
business model by either making a new offer-
ing technically feasible, enabling a new offering 
to equal or exceed the features of current offer-
ings, or by changing the market conditions 

Graphic: Deloitte University Press  |  DUPress.com

Source: Bernd Leger, “20 fresh mobile trends,” Localytics, May 13, 2013, http://www.localytics.com/blog/2013/mobile-statistics.  

Figure 2. Time to reach 50 million users

Radio: 38 years

Television: 13 years

Internet: 4 years

Facebook: 3.5 years

Twitter: 9 months

Instagram: 6 months

Angry Birds: 35 days

Anticipating disruptive strategies in a world of unicorns, black swans, and exponentials
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4 | The Most Innovative Companies 2018

tive potential of digital technologies and digi-
tal business models wielded in combination.

Digital Innovation Takes Over
Since 2014, only four types of innovation—all 
related to digital—have grown in importance 
and are being pursued by more companies: 
big data analytics, the fast adoption of new 
technologies, mobile products and capabili-
ties, and digital design. (See Exhibit 2.) 

Big data analytics has risen from eighth in 
importance to third; it is now, along with new 
products, the most pursued type of innova-
tion. More than half of respondents said that 
their companies use data analytics for a vari-
ety of purposes connected with innovation, 
including identifying new areas for explora-
tion, providing input for idea generation, re-
vealing market trends, informing innovation 
investment decisions, and setting portfolio 

priorities. Energy, media and entertainment, 
financial services, and the public sector all 
saw large increases in terms of the number of 
companies or organizations pursuing big data 
in innovation. Recent BCG research has 
shown that companies across all sectors are 
still struggling with their data analytics capa-
bilities, and that one capability in particu-
lar—the ability to prioritize—is especially 
concerning, because it is so fundamental to 
success. (See Are You Set Up to Achieve Your Big 
Data Vision?, BCG Focus, June 2017.)

The importance of speed in adopting new 
technologies has gone from near last place to 
fourth. Speed also used to be last in terms of 
the number of companies pursuing it as an 
innovation strategy; it is now tied for third. 
The percentage of companies targeting fast 
adoption increased significantly in manufac-
turing, insurance, metals and mining, and the 
public sector. Strong innovators understand 
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Exhibit 1 | The Most Innovative Companies of 2018

“Every Company (is) Now A Technology Company”
Joe Mckendrick

Forbes.Com, April 2015  





Economic Benefit of Digital Innovation
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1.3 THE ECONOMIC VALUE OF DIGITAL INNOVATION IN ADVANCED  
ECONOMIES ACCOUNTED FOR 11 PER CENT OF GDP
Digital innovation can create substantial benefits for an economy: by improving output and productivity of existing industries  
and by spurring the growth of entirely new industries (Exhibit 3). Economic analysis suggests both sources are significant.  
Digital innovation is not just about creating the next Google or Samsung, or creating the next Silicon Valley. Rather, almost half 
the economic benefit from digital innovation comes from the adoption of new technology across existing industries.

EXHIBIT 3
THE ECONOMIC BENEFITS OF DIGITAL INNOVATION INCLUDE GREATER 
PRODUCTIVITY IN EXISTING INDUSTRIES & GROWTH OF NEW INDUSTRIES

IMPROVED 
PRODUCTIVITY DUE  
TO INVESTMENTS IN 
DIGITAL CAPITAL

Digital innovation provides 
new forms of capital assets 
and technology to install in 
production processes.

GROWTH OF DOMESTIC 
DIGITAL INDUSTRIES

Digital innovation has created 
large markets for new products 
and services – creating new 
opportunities for revenue and 
consumer surplus.

1

3

IMPROVED 
PRODUCTIVITY DUE TO 
RELATED INNOVATIONS 
OF BUSINESS PROCESS

Digital innovation has created 
entirely new ways of doing 
business across the whole 
economy.

GROWTH OF DIGITAL 
EXPORTS AS DIGITAL 
INDUSTRIES CAPTURE 
NEW MARKETS

Digital innovation has made 
new markets accessible due to 
the ease of exporting digital 
products and services.

2

4

Source of economic value 
from digital innovation

Contribution to total 
economic value in 

advanced economies 

(2000-2018)
Discussion of 
opportunity

TOTAL 
ECONOMIC 

VALUE FROM 
DIGITAL 

INNOVATION

IMPROVEMENT 
OF EXISTING 
INDUSTRIES

GROWTH OF  
NEW DIGITAL  
INDUSTRIES

XIS

37%

50%

7%

6%

DIGITAL INNOVATION: AUSTRALIA'S $315B OPPORTUNITY 

DIGITAL INNOVATION:
AUSTRALIA'S $315B OPPORTUNITY 
SEPTEMBER 2018



Industry 4.0 Consequences 

Social impact:  
optimism vs. ownership
The role of business in shaping the 4.0 world

EXECUTIVES are optimistic about the impact of 
Industry 4.0. Eighty-seven percent of survey 
participants believe that Industry 4.0 will lead to 

more social and economic equality and stability. They 
seem to regard technology as an equalizer that will 
provide more access to education, jobs and financing 
across different geographies and social groups. But 
new technologies will also require different skills and 
will likely impact jobs—at least for some—which could 
potentially lead to income disparity and uncertainty. 

In addition, Deloitte’s Shift Index1 indicates that 
the cumulative effects of technological advances and 
demographic changes are starting to turn up the steep 
part of an exponential curve, suggesting that change 
may be speeding up to levels far beyond previous 
industrial revolutions.2  

“If you look at the first, second or third industrial 
revolutions, the technology was changing, but over 
full lifetimes or a couple of generations,” says Xavier 
Bourgois, chief information officer at technology firm 
Barco. “Now we have revolutions that take less than 
a generation. You have people who know how to fix a 
cassette, but their children do not even know what it 
was used for. When my six-year-old son is watching 
a movie on a TV screen, he goes to the TV screen and 
tries to swipe it.” 

There is no question Industry 4.0 will bring about 
significant change for almost every aspect of society. A 
large majority of executives see business—both public 
(74 percent) and private (67 percent)—as having 
the most influence on how Industry 4.0 will shape 
society, with government coming in a distant second, 
and intergovernmental bodies and nongovernmental 
organizations playing even less of a role. 

That is not to say that government doesn’t have 
a significant role to play. “The government could 
help in terms of getting transmission speeds up, 
paving the ground for dissemination of 5G, and 
unifying or standardizing legalities when it comes to 

having very different, very particular rules regarding 
management of data, and start with the European 
Union membership countries,” says Frithjof Netzer, 
SVP and chief digital officer, BASF Group.  

Because executives view business as having 
the most impact, it should follow that they would 
expect their organizations to play influential roles 

Public business organizations

Private business organizations 

Governmental agencies/regulators  

Intergovernmental cooperation/
alliances/agreements 
Grassroots movements 

Non-governmental agencies (NGOs) 

Not-for-profits/charities/
private charitable foundations 
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level and fair marketplace 
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The Fourth Industrial Revolution is here—are you ready?
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in delivering this more-equitable and stable world. 
However, our results reveal that executives do not 
believe their own organizations have significant sway 
over societal issues such as education and learning 
for employees, environmental sustainability or social 
and geographic mobility (Figure 2).

This finding may seem troubling to some, as it 
suggests that executives believe little is significantly 
within their organization’s control beyond the 
ability to deliver the best possible products or 
services to customers (60 percent). The rest may 
simply be viewed as depending on too many other, 
external factors. But in the arena of social impact, 
organizations that lack a sense of ownership in 
shaping a “better world” may be handicapping their 
ability to thrive in the Industry 4.0 environment.

“New technology has 
the ability to change the 
economics of banking. 
Banks can now serve 
previously underserved 
communities. We are 
starting to see change 
in the developing world 
thanks to technology 
significantly lowering the 
cost of delivery. Micro-
finance initiatives and 
small-scale retail banking 
are beginning to take off.” 

 — John Flint,  
Chief Executive, Retail Banking and  

Wealth Management, and CEO-elect,  
HSBC

While environmental, social and governance (ESG) 
ratings and corporate social responsibility (CSR) 
initiatives are now standard—and many corporations 
have signed on to the United Nations Sustainable 
Development Goals—it does not seem that businesses 
receive enough motivation or support to steer their 
strategies toward serving broader stakeholders and 
addressing social issues. In fact, just 35 percent of 
surveyed executives believe that leading organizations 
of the future need to spend more time preparing for the 
impact new solutions will have on society. “The format 
in which we discuss corporate success determines the 
realities that business leaders can understand, and 
sustainability goals are still too subservient to the 
financial returns,” says Joi Ito, director of MIT Media 
Lab. This reality gap is further underscored by the 
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Strategy: static vs. dynamic 
Taking a broader, strategic view 

WHILE  we of ten  hear  about  “great 
disruptors” coming along and upending 
entire industries, or even established 

organizations using innovation effectively to 
reinvent themselves or introduce new products 
or services, not all organizations are making such 
strides. Many executives recognize the changes 
Industry 4.0 portends, but are not sure how to 
capitalize on the opportunities. In fact, just 14 
percent of surveyed executives feel highly confident 
that their organizations are ready to fully harness the 
opportunities associated with Industry 4.0. 

One reason for this lack of confidence could 
be that many executives also continue to focus 
on traditional business operations, as opposed to 
focusing on opportunities to create new value for their 
direct and indirect stakeholders. For example, when 
asked what topics they discuss most frequently as an 
organization over the course of a year, topping their 
list were developing business products (57 percent) 
and increasing productivity (56 percent). These 
are important issues for Industry 4.0, since one 
of its hallmarks is developing innovative products 
and services, as well as increasing productivity, by 
using new technologies and/or the data created by 
connected objects.7  

However, Industry 4.0 offers great opportunities 
for innovation well beyond products and services 
that may require a new set of approaches in areas 
such as talent, cyber risk and competitive disruption. 
These are areas in which Industry 4.0 applications 
can, for example, help deliver continuous learning, 
tap new sources of talent, reach underserved 
markets, offer predictive tools to help improve 
processes and reduce risk, connect supply chains, 
create new ecosystems, enable more agile systems 
that can adapt and respond to changes in real time 
and much more.8 And yet, these issues trend to the 
bottom of the list of priorities (Figure 3). 

Perhaps more surprisingly, respondents’ priorities 
did not change much even when looking toward the 

future. When the question was shifted to a more 
forward-looking perspective (“To be a leading 
organization in the future, which of the below elements 
do you think you should spend time thinking about/
focusing on?”), the order of priority remained virtually 
the same. This seems to indicate that being a leading 
organization in the future is currently seen purely 
through today’s business lens. 

Taken together, our findings suggest that many 
organizations may be suffering from the phenomenon 

Developing/creating new products and services 

Increasing productivity 

Improving top-line growth 

Increasing speed to market  

Introducing new business models 

Reducing operating costs   

Responding to cyber risk

Disrupting competitors 

Protecting existing assets

Talent or HR   

Adopting new and advanced technologies 
across the whole enterprise

Preparing for the impact that new 
solutions will have on society 
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Figure 3: Over the course of a year, what 
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Disruptive Technologies and Competition
(Source: Selhofer et al., 2012)



Corporate Strategy and Digital Technology

4Winning in Digital Innovation: Turning Scale and Legacy into Strengths

Figure 3
There is a global consensus that digital and corporate strategies need to be unified

Source: 2016 A.T. Kearney survey of 446 global executives
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Should digital strategy 
development be more 
incorporated into 
traditional strategy?
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“In the future, everything will be 
digitized, and corporate strategy 
cannot be formed without it.”

“Digital strategy fully depends 
on corporate strategy.”

“The business model, functions,
and operations have highly
integrated digital components.”

“It is an increasingly important 
part of the way we interact with
our customers.”

“Corporate strategies should 
be mirrored digitally.”

“Digital strategy receives 
more attention when it is 
included as part of the overall
strategy.”

“It’s the 21st century. 
Adapt or get eliminated.”

“All aspects of strategy development 
must be aligned. Therefore, they 
should not be created in isolation.”

Figure 4
Despite different paths along the digital journey, no industry feels truly ready
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just beginning
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Fully prepared
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Moderate threat Fully disruptive

Companies 
should be wary 
of perception 
biases
Those companies 
expecting a 
“moderate threat” 
may underestimate 
the impact of 
digital; those 
identifying as 
“prepared” may 
be overestimating
their capabilities.

No industry reports as “fully prepared”

1 Weighted average preparedness score (1 to 5, with 5 being “fully prepared”)
2 Weighted average impact score (1 to 5, with 5 being “high impact on industry”)
Source: A.T. Kearney survey of 446 global executives 



Importance of Challenges in Different Regions
(Survey in 7.096 business and HR leaders)Figure 4. Importance of challenges in different regions 

AMERICAS EUROPE, MIDDLE EAST, & AFRICA ASIA PACIFIC

Region North 
America

Latin & 
South 

America

Nordic 
countries

Western 
Europe

Central 
and 

Eastern 
Europe

Middle 
East Africa Asia Oceania Southeast 

Asia

Organizational design 90 92 87 92 88 93 95 95 88 91

Leadership 87 89 89 87 89 87 90 90 93 97

Culture 87 86 87 84 86 90 87 89 93 90

Engagement 86 85 79 85 84 80 86 86 91 92

Learning 79 87 75 81 83 89 87 88 80 91

Design thinking 70 80 71 75 78 83 85 85 81 84

Changing skills of 
the HR organization 73 78 67 76 81 73 86 80 78 87

People analytics 78 77 76 72 78 76 80 81 83 85

Digital HR 69 71 74 73 74 74 79 74 77 83

Workforce 
management 67 74 63 65 74 67 73 72 81 80

Appendix

SELECTED data from this year’s survey can be viewed by geography, company size, and industry 
using an interactive tool, the Human Capital Trends Dashboard. This tool, available at http://

www.deloitte.com/hcdashboard, lets you explore the data visually to see how talent priorities vary 
around the world.

This year’s survey results showed remarkable consistency across geographies.

 Graphic: Deloitte University Press  |  DUPress.com

Graphic: Deloitte University Press  |  DUPress.com

US   90

87  Australia

94   Brazil

95   Japan

 97  China

91  India

France   90 

Mexico   87

Germany   84  

North
America

Latin & South
America

Nordic 
countries

Western 
Europe

Central & 
Eastern Europe

Middle East Africa Asia Oceania
90 92 87 92 88 93 95 95 88

Italy   90

 UK   92 

Canada   89

Belgium   96  

  94   Netherlands

Spain   92

91  South Africa

China

Belgium

Japan

Brazil

Netherlands

Spain

United Kingdom

India

South Africa

France

Italy

United States

Canada

Australia

Mexico

Germany

Percentages in 
selected countries

Percentages by region:

97

96

95

94

94

92

92

91

91

90

90

90

89

87

87

84

Europe, Middle East, and AfricaAmericas Asia-Pacific

Southeast
Asia

91
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Figure 5. Importance of challenges in different industries

Industry Consumer 
business

Energy & 
resources

Financial 
services

Life 
sciences & 
health care

Manufacturing Professional 
services

Public 
sector

Technology, 
media, & 

telecommuni- 
cations

Organizational design 93 92 93 92 94 91 87 92

Leadership 88 86 91 89 92 90 85 88

Culture 89 83 89 88 86 86 80 85

Engagement 86 82 87 87 88 85 83 85

Learning 83 81 86 84 83 86 83 83

Design thinking 77 75 81 79 79 82 74 83

Changing skills of 
the HR organization 81 79 81 83 80 71 74 76

People analytics 79 77 80 80 76 74 73 78

Digital HR 73 72 76 75 68 72 73 78

Workforce 
management 69 73 65 68 73 71 74 69

 Graphic: Deloitte University Press  |  DUPress.com

As with global regions, survey results were also similar across different industries, suggesting 
broad agreement on key trend priorities.
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Digital and Productivity

16 McKinsey Global Institute Executive summary

Exhibit E7

Automotive2 Wave 1 � Benefits of US restructuring post-2001 and NAFTA-wide footprint optimization waned
Wave 2 � Excess capacity and low profits as demand dropped, slowing investment in equipment and 

structures (not R&D); slow demand recovery was met with hours expansion 
� About 0.2 percentage point productivity drag from slower shift to higher-value vehicles 

Wave 3 � Investment in digital currently under way (autonomous vehicles, connectivity, electric 
vehicles, industry 4.0) but still subscale; highly or fully autonomous cars not yet commercially 
available but could represent up to 15% of sales by 2030

Finance2,3 Wave 1 � n/a
Wave 2 � Slow growth in lending/deposit volumes due to deleveraging, weak credit demand, stricter 

regulation, together with difficulty streamlining fixed labor
� Regulatory changes, settlements dampened value-added growth and occupied management 

attention
Wave 3 � Digitization, fintech are reshaping front and back end of banks, yet transformation takes time

� Potential to boost productivity from online and automation (e.g., up to 60% of total costs of 
retail and commercial banking could benefit from automation and shift to online banking)
� Strong customer willingness to move to digital products (e.g., only about 13% of North 

American customers obtain an account online but 56% are willing to do so)
Retail2,4 Wave 1 � Benefits from ICT-enabled supply-chain efficiencies and business process transformations 

reached saturation
Wave 2 � Weak demand reduced sales growth (by ~3 percentage points on average) without easy 

options to scale down labor 
� Shift to higher value-per-unit goods waned, dragged down productivity growth
� Low wages limited automation (e.g., checkouts) and allowed redeployment into low-value 

tasks (meeter-greeter)
Wave 3 � Online is twice as productive as offline yet makes up only ~10% of total retail

� Shift to online involves transition costs (e.g., revenue loss for incumbents’ stores)
Technology2 Wave 1 � Mobile and graphics use broadened performance requirements and added complexity without 

Moore's law improvement dynamics
� Benefits from restructuring and manufacturing offshoring after 2001 waned

Wave 2 � n/a
Wave 3 � Rapid innovations and performance improvements across broad range of industries, devices, 

applications (e.g., virtual reality, autonomous/electric vehicles, crypto-currencies)
� Continued growth of software and services (e.g., cloud services) with robust productivity 

growth, including driven by AI and machine learning (a growing measurement challenge 
across broadening performance dimensions)

Tourism The exception, with slow but sustained productivity growth from industry restructuring and consolidation 
(airlines and hotels), early introduction of digital (e.g., online transactions), and new business models 
(Airbnb, TripAdvisor); helped by robust yet at times volatile demand

Utilities2 Wave 1 � Efficiency gains from increasing competition after liberalization in the 1990s/2000s in 
electricity generation and retail subsectors waned along with incentives for the transmission 
and distribution subsector to drive efficiency, e.g., performance-based ratings schemes

Wave 2 � Energy efficiency efforts and the financial crisis eroded electricity demand (e.g., demand 
growth declined by ~3.5 percentage points in Europe between 2000–04 vs. 2010–14), while 
labor in transmission and distribution (60% of employment) could not be streamlined

Wave 3 � Smart meters and grids, digital productivity tools for employees, and automation of back-
office processes could boost profitability by as much as 20 to 30%; however, investments are 
still subscale and come with a learning curve
� Solar and wind technologies have higher labor productivity but legacy plants cannot yet be  

decommissioned, resulting in transition costs and revenue losses

0.7 0.7

6.5

1.7

Across sectors, two waves—waning of a mid-1990s productivity boom and financial crisis aftereffects—slowed 
productivity growth; a third wave, digitization, offers promise but comes with lag effects and transition costs

SOURCE: BLS Multifactor Productivity database (2016 release); Eurostat (June 2017 release); EU KLEMS (2016 release); WTTC; McKinsey Global Institute 
analysis 

1.8 0.9

2.9 1.9

3.9
2.0

2010–142000–04Productivity growth
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4.4

-1.4

Contribution to overall productivity 
growth slowdown (%)1

1 Productivity-growth data in the bar charts are the simple average of all seven countries in our sample. However, the contribution to the overall productivity-
growth slowdown is the simple average of only those countries in which the sector contributed to a slowdown (vs. an increase) in productivity growth. The 
contribution cannot be added up across sectors since the sample of countries varies by sector. For an overview of the sector codes used for each sector, 
please see sector infographics in Chapter 4.

2 US data are for the private business sector only; Europe data are for the total economy.
3 These data include both finance and insurance due to data availability issues across countries.
4 These data include both retail and wholesale trade due to data availability issues across countries.
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New Culture and Engagement

learning, and career progression to adapt. 
Challenges still remain: Only 14 percent of 
executives believe their companies are ready to 
effectively redesign their organizations; just 21 
percent feel expert at building cross-functional 
teams, and only 12 percent understand the way 
their people work together in networks. 

Leadership awakened: 
Generations, teams, science

Fully 89 percent of executives in this year’s 
survey rated the need to strengthen, reengi-
neer, and improve organizational leadership as 
an important priority. The traditional pyramid-
shaped leadership development model is 
simply not producing leaders fast enough to 
keep up with the demands of business and the 
pace of change.

More than half of surveyed executives (56 
percent) report their companies are not ready 
to meet leadership needs. Only 7 percent state 

that their companies have accelerated leader-
ship programs for Millennials, although 44 
percent report making progress—a jump from 
33 percent last year. While investment in lead-
ership development has grown by 10 percent 
since 2015, progress has been uneven. In fact, 
more than one in five companies (21 percent) 
have no leadership programs at all.2

Our findings suggest that organizations 
need to raise the bar in terms of rigor, evi-
dence, and more structured and scientific 
approaches to identifying, assessing, and devel-
oping leaders, and that this process needs to 
start earlier in leaders’ careers. This is likely to 
also involve teaching senior leaders to take on 
new roles to make way for younger leaders.

Shape culture: Drive strategy
Last year, “culture and engagement” 

ranked as the most important issue overall. 
This year, we asked executives about culture 

Graphic: Deloitte University Press  |  DUPress.com

Figure 3. The relationship between culture and engagement
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Current and Digital HR

candidate management, and 21 percent for 
leave requests.7 The power of digital transfor-
mation is only beginning to emerge. 

This new world of digital HR is arriving 
fast, but, according to this year’s survey, only 
38 percent of companies are even thinking 
about it and only 9 percent are fully ready. 
Nearly three-quarters of companies, or 72 
percent, believe this is an important priority 
and 32 percent define it as very important, so 
it will be a major area of opportunity for HR in 
2016. (See figure 1 for our survey respondents’ 
ratings of digital HR’s importance across global 
regions and selected countries.)

Digital HR, however, is more than just 
building apps. It encompasses developing a 
new mobile platform with a wide range of 
apps built with cloud and analytics technol-
ogy behind the scenes. This platform can be 
used for hundreds of apps: from time and 
attendance to employee wellness, to recruit-
ment, collaboration, goal-setting, and more. 
The design is integrated, the user experience is 
location-aware, and integrated data are used to 
inform and make recommendations to users 
throughout the day.

Consider the difference between current 
HR service delivery models and digital HR, 
illustrated in figure 2, to understand how 

radical and profound the digital HR transfor-
mation will be.

This approach represents a completely new 
way of thinking about HR solutions. While 
the replacement of legacy systems into the 
cloud is a major part of the transition, so is the 
adoption of design thinking, integrated mobile 
app design, and real-time HR operations. The 
principles of behavioral economics, the use of 
analytics, and constant iteration on design also 
underpin these efforts. To succeed in this new 
paradigm, HR teams will likely have to partner 
with IT, adopt design thinking, use integrated 
analytics, and analyze vendor solutions care-
fully. It represents a new world for HR technol-
ogy and design teams, one that will open up 
new career opportunities and transform the 
impact HR has on the business.

Lessons from the front lines

Reliance Jio, the 4G telecommunications 
and digital services company headquartered 
in Mumbai and owned by Reliance Industries, 
began its employee launch of digital telecom 
services in early 2016.8 The company’s vision is 
to provide video-quality digital mobile Internet 
service to 1.2 billion customers across all 29 
states and 7 union territories within India. 

Figure 2. Differences between current HR service delivery models and digital HR

Current HR delivery Digital HR

Transactions and processes Integrated HR platform (policy, process, systems, operations)

Systems with web browser access        Mobile-first apps

Paper-based forms moved to web forms Digital design

Process-based design         Human-centered, experience-driven design

SLAs (service level agreements)          Real-time (once and done) 

HR (and shared) service centers Operations centers

Periodic reports              Real-time interactive dashboards

Analytics add-ons      Integrated analytics platform and dashboards

The new organization: Different by design
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Digital Revolution Has Arrived In Indonesia

5

The digital revolution is driven by four types of 
technologies that, while not new, have advanced 
in recent years to significantly increase their 
impact on the global economy:

 � Mobile Internet: Mobile devices have 
overtaken fixed-line devices as the main 
gateway through which people access the 
Internet. Around the world, 60 percent of all 
online traffic now originates from mobile 
devices.1 

 � Cloud technology: Cheaper and faster 
connections through the Internet have 
enabled more computing power to be 
accessed remotely. In 2014, for the first time 
more information workload was processed 
via the cloud than in the traditional IT space. 

 � Internet of Things (IoT): In 2015, there were 
18.2 billion Internet-connected devices. By 
2020, this number is expected to increase 
threefold, to 50 billion.2 Cheaper sensors 
and actuators as well as faster, reliable 
Internet connections are spurring more 
connected and remotely controlled devices 

and unleashing new business and operating 
models, including innovative products such 
as driverless cars and smart homes. 

 � Big data and advanced analytics: In 
2016, Internet traffic reached 1 zetabyte—
equivalent to 1 trillion gigabytes.3 Everyday 
objects are transmitting information every 
second of their operation, and computers 
with advanced analytical horsepower are 
enhancing human decision-making and 
unleashing the power of big data to optimize 
supply chains and business processes in 
sectors as far ranging as healthcare and retail 
to energy and mining. 

Indonesia in the digital age

The four disruptive technologies are 
intertwined and complementary. And taken in 
combination, these four disruptive technologies 
are the keys to accelerating the impact of 
digital in Indonesia. Indonesia has experienced 
increasing adoption of each, effectively laying 
a solid foundation for future investments and 
productivity gains (Exhibit 1). Indeed, while 
these are early days, the digital revolution has 
arrived in Indonesia.

The digital revolution has arrived in Indonesia.

 1 Revenues from public cloud services and cloud IT infrastructure.
 2 1 petabyte = 1 million gigabytes.
  Source: WCIS, Machina, IDC worldwide public cloud services and cloud IT infrastructure tracker, World Robotics report
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and transportation companies Go-Jek and 
Traveloka are just a few examples, backed by 
angel investor and venture capital firms like 
CyberAgent, Mountain Kejora, and Ideosource, 
among others. In 2016, the total disclosed 

funding of start-ups in Indonesia is estimated 
to have reached USD 1.7 billion.21 Along with 
Jakarta, Bandung and Surabaya are emerging as 
innovation hot spots.

EXHIBIT 7

Across ten sectors, Indonesia’s IT spend lags behind even its peer countries.

1 Major sectors. 2 Philippines data is not available. 3 Including agriculture, mining, manufacturing, and construction. Agriculture IT spend 
is not available. 4 IT-related activities and other business activities. 5 Banking, securities, and insurance.

  Source: McKinsey analysis based on data from Gartner IT Spending 2015 and IHS 
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Indonesia’s digital opportunity: 

USD 150 billion by 2025

In the first decade of the millennium, 
Indonesia's real GDP growth rate increased 
steadily in most years, from 3.6 percent in 2001 
to 7.4 percent in 2008. But this growth has 
slowed, dropping to 4.8 percent in 2015. From 
2016 to 2020, the economy is forecast to grow at 
a modest 5 percent.22 This decline will continue 
as the contributions from the two components 
of GDP growth, labor inputs and productivity, 
continue to slacken.

If Indonesia is to return to a growth trajectory 
of 7 percent a year, there is no other choice but to 
boost both labor participation and productivity 
in Indonesia. Through a combination of these 
elements, digital technologies can achieve a total 
impact of approximately USD 150 billion by 2025 
(Exhibit 9).

Increasing labor inputs through digitization

In recent years, labor force participation has 
held steady at 70 percent, and unemployment 
rates have dropped to an all-time low of 5.5 
percent. The next level of improvement will 

require a breakthrough—one that is impossible 
to achieve without digital leverage. There are 
many ways digital can boost labor supply in 
Indonesia, increasing participation and reducing 
total unemployment. Firstly, with the emergence 
of on-demand work, social and online platforms 
connect members of the nonproductive and 
partially productive segment—for example, stay-
home spouses and the informally employed—
who are active on the mobile Internet with jobs. 
The International Labor Organization (ILO) 
estimates that there are more than 35 million 
non-working female citizens between 15 and 64 
years old in Indonesia. Our estimate indicates 
that with online platforms, Indonesia can 
activate 3 percent of this population, adding 1 
million people to Indonesian workforce. 

Secondly, online job platforms can facilitate 
faster and better matches between employers 
and job seekers, replacing traditional methods 

such as newspaper classifieds. This will 
essentially reduce the effective period of 
unemployment by lowering search and match 
time.

EXHIBIT 9

Increasing labor inputs 
through digitization

Increasing productivity
through digitization

Cumulative potential 
growth opportunity

Digital technology can play a key role in boosting growth for both labor and productivity 

factors with estimated impact of USD 150 billion in 2025.

Source: Global Insight (WMM), IHS data, Euromonitor International, Team analysis 
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empower business 
transformation; 
change drivers; 
workforce agility; 
proactive trend spotter 

 Embed cultural 
differentiators into 
organizations DNA - 
innovation, sustainability, 
brand reputation, ethics, 
inclusion, etc.
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Question for HR in The Future Workplace
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Call to Action: Businesses
• Is your business strategy fit for today’s world?

Regularly consider how business strategy, growth targets, and investment plan 
may be affected by technological shifts

• Does your digital strategy deliver?
Adopt a comprehensive digital strategy that takes into consideration how the 
digital economy will affect all employees, products and service offering and 
deliver models

• Are your team up-skilling?
Develop a plan for employees to prepare for the impact of technological 
change and encourage on the job-training  and up-skilling throughout 
employees careers

• Are you experimenting?
Be fast adopters-experiment with the new technologies that can deliver the      
same, or better, outcomes for customers

• Have you enhanced the key of ‘human’ elements?
Enhance the key elements of your business that utilize the human interaction, 
such as developing network and enhancing human experience



Call to Action: Individuals
• Do you know what lies a head?

Active build awareness of the technological changes affecting your occupation. 
Understand the implication for future careers

• Is retraining an option?
Be ready to re-invest in training several times in your career and proactively 
pursue retraining opportunities if you find yourself in sunset occupation 

• Are you a fast-adapter?
Be fast adopters-realize the increased consumption choices , cost savings, and 
potential income sources that new technologies can bring

• Are you thinking outside the box?
Avoid being constrained by perception of traditional roles in your career choice 

• Get involved!
Engage in the public debate around the appropriate role of technology in our 
society



Time-Based Competition
• Digital technology accelerates the pace of innovation, adds 

unexpected competitors, blurring traditional industrial boundaries 
and destroy conventional industrial arrangements. It makes 
competitive advantage life cycle of the firm rapidly becomes 
obsolete. 

• Time-Based Competition (TBC) is a broad-based competitive 
strategy which emphasize time as the major factor for achieving 
and maintaining sustainable competitive advantage (e.g., Stalk, 
1988; 1990; Lee et al., 2001)

• TBC seeks to permanently compress the Time and to improve the 
Timing required to develop, propose, manufacture, market and 
deliver product/services better, faster, cheaper than competitors

• The Speed and The Timing at which organization adapts its 
business process will be the strategic-capability to maintain 
sustainable competitive advantage in the edge of digital 
transformation. 



Thank You !


