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ABSTRACT

Digital Business Strategy is a necessary and strategic response to ensure
relevance and competitiveness of all organisations during the fourth industrial
revolution. Through the digitalisation of physical systems, organisations are
required to evolve and meet the demands of a changing customer dynamic and
technological landscape. Digital transformation has been shown to increase
competitiveness and profitability of organisations whose leadership has been

transformational to the opportunities brought through digitalisation.

It was thus the objective of this report to establish the alignment of the respective
digital business strategies of a group of related ICT service providers against that
of the group holding company, and their use of digital technologies for the

achievement thereof.

This report was conducted through an exploratory qualitative study where data
was gathered through semi structured interviews with managing executives of the
respective holding and operating companies. Through the use of thematic
analysis, the executives’ respective strategy formulation and execution was
reviewed to establish if and how they are leveraging digital technologies for the
benefit of customers, employees and shareholders alike in line with industry

trends.

Digital business strategy was found to be a distinct strategic choice considering
both internal digital transformation and external customer specific digital
transformations. The digital business strategies uncovered sought to deploy
technology for the betterment of operational processes to save costs, optimise

and scale, whilst increasing customer choice and experience.

The lack of a clear and universal definition of a digital business strategy along
with the limited use of frameworks, methodologies and tools was also identified
within the organisation. Although all operating companies meaningfully
contributed to the combined strategy, the development of standardised models
and tools could significantly assist the group with greater focus and ultimate

alignment toward group objectives.



The requirement of an ICT provider is clear and simple: Be digitally transformed
internally, whilst leveraging digital technology to deliver value for customers and
partners alike though products, services and technology solutions to their

respective business problems.

This paper contributes to the body of knowledge through having a clearer
understanding of digital business strategy within a group of diversified ICT

providers in South Africa.

Keywords: Digital Business Strategy; Digital Transformation; Fourth Industrial
Revolution; ICT Provider




INTRODUCTION

The Fourth Industrial Revolution (4IR) is set to radically change every industry,
country or society that embraces the opportunities presented by the convergence
of the physical, digital and biological spheres (Schwab, 2016). No other industry
iIs as actively involved in the world of digital transformation as the ICT sector.
Whilst not only being active participants in the adoption of digital technologies for
internal use, benefit and differentiation, these companies are responsible for the
digital transformation initiatives seen today through software, services and
infrastructure, providing a proportionally large component to the digital ecosystem
in the economies in which they participate. With the growth in digitalisation
through the adoption of the internet of things (IOT), cloud computing, artificial
intelligence (Al) and big data, the world is on the cusp of a digital revolution that
will radically alter and shape the future for generations to come.

South Africa is the second largest economy in Africa with a nominal GDP of
approximately $341 billion (SA, 2019). The South African ICT market is the
largest in Africa with an estimated value in excess of $22 billion, making it a
substantial market for a variety of contenders who compete within the ICT sector
(Osuagwu, 2017).

This consultancy report addresses a problem which has been identified for a
South African Information Communication and Technology (ICT) provider group.
The problem relates to the alignment of the respective digital strategies within this

group, measured against the strategy of the group holding company.

The subject organisation is a South African Johannesburg Stock Exchange (JSE)
listed ICT provider that comprises multiple operating companies (OpCos) which
service South African, African, European and Australasian customers with ICT

products, services and solutions.

The organisation was originally structured as a federated business within mainly
the technology and communications industries, with a few diverse operations
ranging from manufacturing to financial services. After conducting internal

strategic reviews of all the operations, they embarked on an effort to re-align all



the operations within the technology sector whilst exiting the identified non-core
and manufacturing operations. Through the elevation of a single brand identity
for the group to better serve their identified strategic segments and customers,
they re-positioned themselves as a technology-focused organisation.

The newly revised strategy focuses on providing customers with innovative
technology within a variety of segments, all under one holding company. Although
the majority of operating companies remain independent, synergies and shared
operational processes are utilised for unlocking efficiencies and reducing cost.
The success of these changes as a direct result of the interventions by the group
holding company has been exclusively derived from internal executives and
management expertise. Thus, no external consultative engagements were
available for review or scrutiny. It was however clear that the revised strategy and
direction is bearing reward as profitability has been increasing and costs reducing

as highlighted above.

Naturally, there is a variety of different strategies at play within the OpCos as they
are already positioned in their respective markets. The OpCos range from
traditional ICT providers who sell various products and services, as well as
specialist operations delivering solutions for well-defined segments using digital

technology as a tool for the creation of revenue lines and new business models.

The holding company reported revenues in excess of $ 1 billion and a return on

capital employed (ROCE) of 21 per cent for the 2018 financial year.

The mass adoption of digital technologies has altered traditional business
strategy to the point where Information Technology (IT) strategy is no longer a
functional level strategy. Bharadwaj, El Sawy, Pavlou, and Venkatraman (2013)
found that it is a consolidative strategy that aligns business strategy with that of
a digital technology strategy to ultimately become a digital business strategy.
Having to consider the alignment of various strategies within an organisation that
utilises technology as a mechanism to create value leads to the first problem

Sstatement:

1. What is a digital business strategy in the context of a diversified ICT

provider?



With a clearer understanding of what a digital business strategy is for a South
African ICT provider, how would this apply to the holding and respective

operational company’s in this group? Which leads to the first sub-problem:

a. Establishing what overarching digital business strategy the holding

company has in place for the operating companies to achieve?

Through the communication of a clear and precise group digital strategy, it
provides all contributing OpCos the strategic guidelines to set their own. The
clarity will ensure that their respective strategies can be aligned towards the

achievement of group defined goals. The next problem is to:

b. Determine the alignment of operating companies’ digital strategies

to that of the group holding company.

Through the understanding of what a digital business strategy is within the
context of an ICT provider, and the strategy of the group, a baseline exercise can
be conducted to establish the alignment of the OpCos to the overall group
strategy. Due to the segments and offerings the group provides, it places them in
a position to benefit from the adoption of digital technologies during the 4IR.

By addressing the above problems, we attempt to contribute towards current
understanding and literature around digital business strategy in response to the
4IR, as well as providing insight into the adherence of group aligned strategy and
objectives.

The following sections include an overview of the available literature related to
traditional and digital business strategy with the frameworks and tools used to
implement them. This is followed by an analysis of the technologies shaping the
4IR and the identified growth areas. The methodology is then discussed with the
results analysed in the context of the report objectives. Lastly, through the
conclusions drawn and recommendations, the report attempts to provide an

answer to the problem statement identified.



LITREATURE REVIEW

1.1 THE FOURTH INDUSTRIAL REVOLUTION

The Fourth Industrial Revolution (4IR) refers to the “fusion of technologies that is
blurring the lines between the physical, digital and biological spheres” (Schwab,
2016, para. 1). The first industrial revolution was experienced through the use of
water and steam power and mechanised production in textiles and iron industries
and dates back to about 1784 (Bloem et al., 2014). The second revolution utilised
electricity to radically increase the production capacity of various industries, whilst
the third saw the emergence of digital technologies being utilised along with
electricity to automate production further (Bloem et al., 2014). The fourth
revolution builds on the use of digital technology, but it is the merging between

the physical and digital where we see the most dramatic changes in society today.

Cyber-Physical Systems (CPS) refers to the ability of digital systems to not only
interact with humans and physical capabilities seamlessly, but to supplement and
augment the capabilities of humanity through the sheer volume and scale brought
on by the computation abilities of computing power (Baheti & Gill, 2011). These
Cyber-Physical Systems are built from and depend on the synergy that exists and
the value that is created between the physical and digital spheres (Yang & Zhou,
2013).

Uber is a great example of an innovative business model leveraging digital
technology and physical elements. Using a mobile application, it leverages
internet technology, global mapping services and a secure payment mechanism,
whilst linking potential drivers with passengers. Consumers are content as they
leverage a cost effective and convenient way to move from one point to another,
whilst the traditional and established taxi industry is crying foul in this disrupted
market (Ndlovu, 2015).

Despite the obvious benefits to consumers and business alike, 4R may hold a
much greater and potentially even negative impact for the very human race that
is seeking its benefit. Traditional human-only tasks are being easily substituted

by technology and could have disastrous impacts on society due to either
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stagnant incomes or increased unemployment (Brynjolfsson & McAfee, 2015). It
is this radical digital shift that needs to be better understood and categorised for
true benefits to prevail and ensure that we do not perpetuate or create unintended
consequences from the changes taking place.

For business models and methods to remain competitive in a changing market
requires a specific response to the opportunity and challenges that digital

technologies bring.

1.2 Digital Transformation

Not to be confused with the term digitisation which refers to the process of
changing from analogue to digital, digitalisation is concerned with the move into
a digital business, or one that looks at leveraging digital technologies for
advantage and the creation of new value and revenue creating opportunities
(Gartner, 2018a, 2018b). Much like the advent of steam power and electricity
provided the dramatic benefits to industrialists during their respective revolutions,
digital technology has provided significant breakthroughs since the third
revolution when computing power transformed businesses with the ability to
process more. The pace at which the transformation of all industries are being
exposed via either the increase of processing power as highlighted by Moore’s
Law or the reduction of the battery requirements for the same amount of
processing required, might make the latter more profound in a mobile first era
(Koomey, Berard, Sanchez, & Wong, 2011). There is an unprecedented shift
taking place due to digitalisation and not a single industry is safe from its impact.

The term digital transformation refers to the extent to which a country or
organisation is adapting to the changes brought on by the 4IR, and how they are
applying the available technologies for the benefit of themselves, their customers
and stakeholders. This transformation can be in either the form of better customer
service, increased efficiencies within operational activities or through the
establishment of new business models and revenue generating abilities
(Westerman, Bonnet, & McAfee, 2014). Digital transformation is not a new

concept, as organisations has been applying technology to automate processes



and better customer experience. It is with the fusion between the internal
organisation, suppliers and ultimately, customers, that this new wave of

transformation brings added opportunity (Chanias & Hess).

Varying levels of digital maturity and its associated benefits are being
experienced, not only by companies but even by countries. The digital divide
shows that the more developed world with the inclusion of countries like Korea
and China is benefiting exponentially from the use of digital technologies for not
only consumers, but industries alike (Billon, Lera-Lopez, & Marco, 2010). When
looking at the benefits organisations gain by being digitally mature, it was found
that companies that have stronger digital transformation management are 26%
more profitable, whilst they create 9% more revenue than when compared to the
industry average within which they operate. It was also found that these firms
have a clear advantage over their competitors in that they are able to capitalise
on the full extent of the benefits being provided by their digital capabilities

(Westerman, Tannou, Bonnet, Ferraris, & McAfee, 2012).

When we consider the opposite of being digitally transformed and not being able
to compete successfully within the new digital disrupted world, some striking
examples, such as Kodak and Nokia, stand out. They did not transform and adapt

their business models for this new digital era and value destruction occurred.

The pace of disruption is three-fold in that firstly, it is non-competitive with the
established business. Secondly, it slowly starts to slow growth of the established
market then, ultimately, it ends up radically reducing the size of the old market
(Clark, 2003). All these warning signs would have been seen by Kodak and its

executive, but the eventual response was too late.

1.3 DIGITAL TECHNOLOGIES

The vast amount of developments in a variety of areas and different technologies
is creating an exponential revolution. Because of the connected nature of the 4IR,
this not only impacts the area of a specific development, but also of those

interconnected areas.



1.3.1 CLOUD

Cloud computing allows users access to their information or computing resources
from any location and with any compatible device. It is synonymous with internet-
based storage such as Google Drive and Dropbox, as well as communication

applications, such as Gmail and Skype.

The question around what this cloud is and where it resides has stumped many
individuals over the past several years. Mell and Grance (2010) from the National
Institute of Standards and Technology (NIST) defines ‘cloud’ as being a model
where on-demand access is provided to a shared pool of configurable computing
resources, either through minimal, or no effort on the part of the service provider.
Cloud computing enables service providers to provide a service via the cloud for
their users in a cost-effective and secure manner, through the pooling of

resources, creating economies of scale benefits.

Characteristics of cloud computing allow for the pooling of shared resources,
being on-demand, having metered consumption for quantifiable cost and being
rapidly elastic as users’ requirements change (Mell & Grance, 2010). Software,
infrastructure and platforms are readily available service models for consumers
and organisations alike to enable most, if not all, of their computing needs via the
cloud (Mell & Grance, 2010). Public, private or hybrid clouds can be adapted to

cater for organisations’ security and privacy requirements.

The impact of cloud is pervasive throughout industries with cloud growth of 17%
per year which outpaces IT growth significantly. The IDC forecasted that 3,3
million new jobs and $859 Billion in new revenue will be generated within the
Salesforce economy by 2022 (Newswire, 2017). Retail giant, Amazon, recently
announced that their Amazon Web Services division contributed $1,4BN
operating profit in Q1 of 2018, this, in comparison to the $1,9BN contributed by
the traditional retail arm (Donnelly, 2018). Amazon experienced growth of 49%
within its cloud business and an increase of 250% in active users of their artificial
intelligence services (Donnelly, 2018). Microsoft’s cloud division saw their cloud
revenue growth rate achieving 58% over the same period and they recognised

$6BN from commercial cloud products (Donnelly, 2018).



The impact of readily available cloud options still has challenges for enterprise
customers with skills shortages and security being foremost on their agendas.
Ojala (2016) found that through the resolution of existing problems within
customer environments, as well as through the discovery of new innovative
applications of cloud technologies, companies on the supply side of cloud can

actively work towards new opportunities and business models.

South Africa finds itself in an interesting period with not only Microsoft, but
Amazon confirming their localised datacentres by 2019 and 2020 for their
respective cloud platforms (Reed, 2018). While most IT executives proclaim a
desire to shift 100 percent of their computing needs to the cloud, McKinsey found
that on average, enterprise cloud adoption is relatively low at 20 percent
(Bommadevara, 2016). This provides a significant opportunity for both cloud
platforms and cloud service providers to enable and maintain organisations’ cloud
journeys. Johnston, Loot, and Esterhuyse (2016) found that an overwhelming
majority of their study participants felt that the competitive advantage of cloud
adoption will dissipate as more companies migrate fully to the cloud. 50% of the
participants experienced a sense of competition between rival companies within
their respective industries seeking benefits and advantages of migrating to the
cloud (Johnston et al., 2016). With clear benefits and a willingness to adopt cloud
technologies and services, cloud is poised to continue in its relevance and

dominance in local and international markets.

1.3.2 INTERNET of THINGS (IOT)

Humidity sensors, fridges, television sets and cars might be worlds apart in their
respective use cases, but they all share a new common thread of being
connected to the internet. This not only provides great insights into their
operations, but it provides a multitude of new use cases to use and adapt both
technology, people and device behaviour. This phenomenon is called the Internet
of Things (IOT).

IOT refers to networks of devices, services and systems communicating via the
internet. These devices supply and receive data which results in instructions for

action or control (Mohn, 2018). Although the use of devices to communicate over
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the internet is nothing new, the pace of developments and the number of
connected devices has grown exponentially. Whilst the current number of
connected devices stand in excess of 9 billion, and the expected amount to
exceed 24 billion by 2022, estimates anticipate revenue potential for mobile
network operators alone being around $1,3 Trillion (Gubbi, Buyya, Marusic, &

Palaniswami, 2013).

High speed internet access, Radio Frequency Identification (RFID) devices and
connected sensors will allow a multitude of new devices to connect and supply
data through the cloud for interpretation and action (Gubbi et al., 2013). Not only
does this support the use case for increased cloud computing, as discussed
above, but we will see a direct impact and requirement with the emergence of 5G
technology and data analytics.

This connection between the physical and digital worlds is a real-life adoption of
cyber-physical systems. This fusion of physical devices with digital and biology is
already available through health-related applications within wearable technology.
This ubiquitous environment for computing considers the human need and
benefit more intently than previous versions that focused on devices and

networks being connected (Gubbi et al., 2013).

IOT has a significant role to play in many aspects of human life and how we utilise
and apply resources. We have seen insurance companies using IOT devices to
track consumers driving and health-related actions in order to provide discounts
and rewards for desirable behaviours (Gore, 2015). But the data generated could
easily be used against the consumer as well which leads to a potential negative
element in having everything connected and exposed via the internet. This dark
side of 10T places customers and suppliers at odds with each other as certain
information will allow business to capitalise at the consumers’ expense (De
Cremer, Nguyen, & Simkin, 2017). Data harvesting by applications such as
Facebook has been topical of late with their exploitation of user’s data generating

negative news coverage and lawsuits alike (Romm, Fung & Timberg, 2018).

Limitations of IOT devices and firmware allows security flaws to be exposed with

little or no opportunity to rectify the flaws. With the rise of 10T, many devices
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entered the market with inferior or no security protocols being implemented.
These devices remain vulnerable to attack and continue to pose a real threat to
their users and within their utilised environments (Seul-Ki, Chung-Huang, & Jin,
2018). Whilst a whole host of security protocols are available at present, multi-
factor authentication for applications and low cost encryption for physical layers
could meaningfully contribute to securing IOT devices, their owners, users and

environments (Noor & Hassan, 2019).

1.3.3 BIG DATA, ANALYTICS AND ARTIFICIAL INTELLIGENCE
Big Data

Big Data refers to the huge volumes of data that is generated by networked
applications, sensors and users that simply cannot be handled effectively through
traditional data management methods. Although volume is first to mind when
considering big data, the variety of the different data types, the velocity or speed
at which data is being generated and applied creates the environment within
which big data resides (Laney, 2001). Veracity or the meaningfulness of the data
that is being generated has become the fourth characteristic as organisations

grapple with the use and benefits of big data (Dewey, 2017).

Traditional software and databases were not designed to handle the volume,
variety and velocity that Big Data brings to the fold. In response to the
characteristics of this phenomenon, data lakes have emerged as a technology to
specifically consume the generated data for analysis and decision-making. Data
lakes refers to a large, scalable repository for unstructured and native format data
which is consumed quickly and rendered available for immediate use
(Miloslavskaya & Tolstoy, 2016). This is in contrast with data warehouses which
are more commonly known for handling vast amounts of data which rely on
structured data to over time change data into useable insights for business
(Miloslavskaya & Tolstoy, 2016).

While studies have shown the benefits of applying big data meaningfully in
business, McAfee and Brynjolfsson (2012) found businesses gained an additional

six per cent in profit and realised five per cent of increased productivity over their
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peers. Big data is also set for big monetary returns for those supplying business
analytics and big data solutions looking to generate $166 Billion in revenue for
2018 (IDC, 2018).

Analytics

Data analytics uses the data an organisation generates or acquires to interrogate
and seek patterns or answers that will help deliver tangible business value
through customer or internal insights (Grover, Chiang, Ting-Peng, & Dongsong,
2018). These insights are obtained through mathematical and statistical analysis
when data is mined to establish patterns of possible future behaviour (Kte'pi,
2018). This spans from predicting customer buying behaviour, individuals’ risk
factors to contract disease or commit fraud, as well as the application within a
business to improve processes (Grover et al., 2018).

The increased learning from vast amounts of data allows algorithms to develop
self-learning behaviour which limits mistakes usually associated with human
intervention. This use of algorithms has gained widespread use within business
and society to monetise the insights gained from data. Companies, such as
Facebook and Google, have built their substantial organisations on the back of
the consumers who utilise their services’ personal and behavioural data. The
reality is that all companies are effectively data companies with the vast amounts
of untapped and under-analysed data within their businesses.

Artificial Intelligence

Through the use of machine learning, intelligent systems utilise the insights
gained from data analytics to learn specific behaviour or reasoning without
actively or manually programming the information (Kaplan & Haenlein, 2019).
Through interpretation of data and the learnings obtained through it, intelligent
machines can adjust their behaviours accordingly to achieve their specific

objectives.

This artificial intelligence (Al) is seen as an equally big threat and opportunity by
many for the human race. Through the application of machine learning and Al,

financial institutions are providing investment advice and portfolio management
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through the use of robot-advisors (Kaplan & Haenlein, 2019). IBM’s Watson is
helping healthcare providers manage and recommend ideal treatments for
cancer patients (Khemlani, 2017). Whilst generalised Al which is not developed
by specialised technology and industry players is still some time away, allaying
fears and concerns around the potential negative impact of Al is being considered
according to Inhi Cho Suh from IBM (Bingham & Galagan, 2018). Ethical
concerns around Al and the use of data already has policy makers shaping
legislation and looking at reasonable use cases and access to personal data
(Grable & Lyons, 2018).

Organisations harnessing the power of data and analytics to achieve advantage
will be the default, whilst Forrester estimates that organisations that harness big
data, analytics, Al and 10T stand to capture $1.2 trillion from their less advanced
competitors (Press, 2016). The time is right for every business and industry to
interrogate the benefits and uses of these technologies to avoid missing out, or

eventually going out.

1.3.4 SECURITY

Through all the developments in digital technologies, nothing is as critical to
digital transformations as much as cyber security (Ashford, 2018) . The protection
of one’s assets and interests is of critical importance when considering the
widespread use of technology in society. No longer is warfare exclusively waged
through physical means and confrontation. The internet has connected countries
digitally that established battle grounds to be accessible via a computer. Not only
is security a requirement for governments, but every organisation and individual

needs to consider their vulnerability to attack or breach through a digital channel.

When looking to secure information systems, confidentiality, integrity and
availability needs to be ensured to protect digital systems adequately (Olson,
Howard, & Graham, 2011). Olson et al. (2011) suggest that with authentication,
authorisation and non-repudiation, security professionals can ensure that the

systems, individuals and their data is adequately protected. Cryptography is used
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to encrypt messages of authorisation and authentication in order to relay and
transmit them safely and securely (Valentino, 2018). In the digital landscape,
cryptography is set to become increasingly important. The secure transmission
of digital data and permissions rely on the integrity of the systems and devices
on which they are encoded, sent and interpreted. Security expert, Bruce
Scheiner, explains that with more interconnected devices connecting to networks,
the risk associated with an attack is more probable as devices connecting are
vulnerable (Dickson, 2016). For hackers to attack it is much easier than defending
each and every attempt. He goes on to reference an industry saying that hackers
only have to beat you once, whereas you have to win each fight. This details the

massive task security experts face in securing platforms, systems and users.

With security being a pervasive topic in 10T, cloud and data, the market for
securing devices, networks and people has become a lucrative business.
Business Insider estimates that between 2015-2022, $655 Billion will be spent on
cybersecurity with $ 285 Billion being spent on mobile and IOT devices alone
(Insider, 2016). Morgan Stanley found that companies on average, planned to
buy more than 15 different security technologies, whilst overall trends pointed to

consolidation and erosion of niche providers’ market shares (Stanley, 2016).

Whilst the value of the industry has increased, so too has the scale of attempted
attacks on companies and individuals. With ransomware attacks doubling and the
continuous attempts to compromise companies reported continues to increase,
companies allocate significant spending towards detection and recovery
(Accenture, 2017).

But the reality is that every company with data is at risk. Some of the biggest
organisations are being breached, and they spend serious amounts of money to
avoid this. Research indicates that the average breach costs an organisation in
excess of $3.8M, this usually excludes costs not explicitly considered or
quantified, such as lost revenue or brand equity (Kerner, 2018).

15



1.3.5 FINANCIAL TECHNOLOGY (Fintech)

With the technological advancements experienced within the banking and
financial services industries, the term Fintech has become synonymous with
disruptive innovation in a traditionally dull industry. The commoditisation of
products and services through innovative applications of mobile, cloud and social
technologies has brought countless new entrants into the formal financial
markets. Traditional players, such as banks and insurers, are having to adapt to
the rapidly changing landscape brought on through digitalisation of traditional

channels and product offerings.

Fintechs exist and flourish when they can provide services and products cheaper
independently or via the traditional banking platforms and channels. Fintechs look
to do financial services better by using innovative applications of data and
technology to assess risk whilst creating stability and diversity within the larger
ecosystem and economy (Boone, 2019). This disruption and new market
opportunity has led to the adoption of Fintech in South Africa reaching 35 per cent
with an anticipated growth in excess of 70 per cent in the years beyond 2017 (EY,
2017). The Fintech market has evolved from being mere providers of technology
to banks and insurers to technology focused companies providing products
directly to consumers (Zalan & Toufaily, 2017). The South African Fintech market
Is maturing and is expected to grow further with the addition of several digital

banks and insurers and other niche providers (Gregson, 2018; Jooste, 2016).

Lee and Shin (2018) identified several Fintech business models of which most of
those have featured in the South African market, such as crowdfunding and the
supply of finance through P2P lending in both individual and business lines, as
well as mobile and internet payment providers. Insurance companies have
adopted technology solutions that are transforming customer experiences and
enabling better operational efficiencies, with wealth management companies
enabling digital sales channels through automated wealth management with

robo-advisors and specific asset allocation algorithms (Lee & Shin, 2018).

Through the convergence of digital technologies such a big data, IOT, Al, Cloud

and Fintech, new digitally transformed businesses have entered the economy to
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not only disrupt current sectors, but establish new ones. Examples of Fintech and
IOT enabled infrastructure being combined in the Philippines is helping create
new small businesses with access to finance and vehicles to lease or buy to
facilitate deliveries (Nakashima, 2018). Similar initiatives could be applied in
South Africa to help increase financial inclusion. Digital finance is one such
mechanism that has shown benefits towards enabling financial inclusion
especially when traditional banking and finance has not been available (Peterson,
2018).

1.3.6 HEALTH TECHNOLOGY (Healthtech)

The World Health Organisation defines health technology as the application of
organised knowledge and skills in the form of devices, medicines, vaccines,
procedures and systems developed to solve a health problem and improve quality
of lives (WHO, 2007). This definition is very broad and clearly applies to traditional
health technology that has been in existence for years. Digital health technologies
that leverage Al, Big Data, IOT and Cloud to enable better patient care and
improvement throughout the patient journey is more applicable in the digital
transformation era. Digital health is thus the convergence of digital technologies
with that of traditional healthcare to enhance the efficiency of healthcare and

medicinal delivery to patients (Sonnier, 2013).

Digital devices such as heart rate monitors (HRM) and other wearables is a
lucrative market with an estimated $14.41 billion up for grabs by 2023 (Sykes,
2019). Healthcare applications monitoring sleep patterns, blood pressure as well
as dietary behaviour is but the tip of the iceberg. Implantable and ingestible
sensors utilising nanoparticle biosensors are capable of transmitting internal
measurements for review or action by individuals or their providers (Bhavnani,
Narula, & Sengupta, 2016). Patients utilising technology have shown increased
success in either embedding positive behaviours looking to counter/ reverse
medical conditions or effectiveness of rehabilitative programmes (Bhavnani et al.,
2016). Electronic health and patient records stand to benefit the most from the

advancement of digital technologies. Through the combination of all available
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health related patient data, physicians will be enabled to establish patterns and

recommend treatment with more certainty and precision (Kreidler, 2017).

Digital healthcare has numerous use cases within South Africa. Firstly, as a
method to ensure quality healthcare and services can be spread throughout the
population and far corners of the country through the use of digital technologies
and the internet, as well as the improvement of patient care through the use of
available health data through the use of electronic health records. Whilst some
provincial health departments have already started implementing electronic
records, only a small portion of the country is experiencing the improved
experience and faster turnaround times gained through electronic patient records
(Writer, 2016).

1.3.7 Smart Cities

Smart cities refer to a whole range of activities and services which governments
and residents alike can utilise in order to better the delivery and consumption of
services within modern cities or towns. The proliferation of broadband networks
and IOT devices along with mobile technology and cloud-based computing has

merged the physical services with the digital world.

The smart city of today and tomorrow seeks to exploit the technologies available
today to deliver value adding services to their constituents. The increased
services provide a conducive environment which enables economic growth and
allows for overall advancement of the economy and residents alike (Greene,
2016).

Although smatrt cities elicit the ideas of fully automated cities running on autopilot,
the reality is a little bit more resident-focused. Cities are there to serve a purpose
for those who live in it, hence the design of smart cities requires attention and
focus on the inhabitants and their actual needs. Governments’ smart city policies
and success is measured and evaluated through the economic impact,
environmental sustainability, people, mobility, governance and quality of life
impact on those who reside within the city (Albino, Berardi, & Dangelico, 2015;
GascO-Hernandez, 2018).
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The availability of free Wi-Fi and governmental services delivery through digital
channels, as well as smart connected homes, buildings or suburbs enable
economic growth and improved quality of life for residents. As such, there is no
threat of smart cities and the related technologies moving towards the creation or
destruction of jobs and related opportunities. It simply helps improve efficiencies

and allows for better quality of life.

1.4 Business Strategy

1.4.1 Traditional Strategy

Strategy is pervasive through nature with the successful survival of many species
and organisms who battle it out for finite resources. Professor G.F Gause found
that only when two different species attempted to co-exist in the same setting,
could one survive. That is because when two species who make their lives in an
identical way, the battle for the required resources will lead to success for one
and failure for the other (Henderson, 1989). This has evolved from biology to the
strategy rooms of many organisations that seek to distinguish themselves from

their competitors in pursuit of customer loyalty and commercial success.

Strategy within business is seen as the intentional positioning of an organisation
when looking to create a sustainable and differentiated position to that of its
competitors when competing for market share (Porter, 1996). It is this active
decision-making process which looks to generate the ideal set of outcomes which
is aligned with the organisational goals and objectives. These goals or objectives
they seek are obtained through the practical steps and actions taken as part of
their chosen strategies. Porter (1996) further explained that different organisation
activities being better performed than their competitors or through the performing

of similar activities differently can be seen as strategic positioning.

Strategy, according to Porter (1996), requires leadership to establish a unique
and valuable market position, with clear decisions and trade-offs about what not
to do, whilst aligning the rest of the business’ activities to create a strategic fit.

Within organisations, we can further distinguish between the corporate strategy
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which looks at the types of business a company should partake in, as well as the
business strategy, which looks at how one competes within a specific business
or industry (Chaffee, 1985).

These industries and their respective structures determine competition between
the various players and directly impact the profitability of the participants (Bradley,
2018). Bradley (2018) asserted that average companies in great industries tend
to outperform great companies in poor industries, and this view is also supported
by Porter (2008). Quantitative analysis that considers the competitive
environment and factors determining profitability is key to understanding the
attractiveness of an industry as qualitative views can easily be manipulated and

allow for personal bias and sentiment to drive decision making.

A detailed review of what shapes the industries in which a company competes
can be done through a competitive forces analysis. This key strategic tool looks
at the threats of substitute products and services, the bargaining power of
suppliers and buyers and the threat of new entrants and the rivalry amongst
existing competitors (Porter, 2008). It also allows for a quantitative review which

eliminates the bias and sentiment touched on previously.

The Boston Consulting Group matrix is one of the most used strategic tools used
when considering the make-up of organisations through its portfolios within
respective industries. The BCG matrix classifies businesses and products on their
respective cash flows or consumption in relation to their market share and growth

potential of the product or business (Ungvarsky, 2019).

Although a useful tool, it should not be used as a definite measure for market
attractiveness or potential. It, in combination with industry and market analysis as
well as the inherent strengths and abilities of organisations, should help shape
strategic decisions which can be made to position a business or product for
growth and success. But with the advent of entirely new industries along with the
demise of old ones, competitors have emerged, disrupting traditional industries

with innovative offerings and business models.

The Business Model Canvas (BMC) recently emerged as a new framework to

encapsulate the rapidly changing business landscape where organisations are
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designing new models to create, deliver and capture value (Pigneur, 2010). The
BMC allows an organisation to map out the blueprint of their strategy on a single
page to encapsulate how they intend to make money and deliver value to their
customers. Its simplicity and use of strategy theory allows strategists the
opportunity to experiment with a variety of innovative models, whilst evaluating

the environmental factors influencing the business strategy.

What is clear about strategy is that it is the respective response from participants
within an environment, to the pressures of competition and positioning for
economic gain. While most strategies are set up-front, they should be adaptable,
based on prevailing conditions within the environment. The linear model of
strategy is a great method for directing action and resources, but the adaptive
model is equally important to remain agile and responsive to the prevailing
conditions (Chaffee, 1985). The directive for strategists is to remain focused on
establishing a unique and differentiated position within a market whilst performing

their activities differently than their competitors (Porter, 1996).

It is exactly this task of unique positioning and activity performance that is being
radically changed in the digital era. Digital business strategy has developed from
being a strategy of doing business digitally through e-commerce to a specialised

strategy discipline which creates value through a variety of mechanisms.

1.4.2 Digital Business Strategy

When one moves beyond the view of IT strategy being dependent and
subservient to business strategy, one realises that the value derived from digital
resources and capabilities is unprecedented. Bharadwaj et al. (2013, p. 472)
defined digital business strategy as that of an “organisational strategy formulated
and executed by leveraging digital resources to create differential value”. Their
definition was originally intended to serve as a classification for organisations
seeking to leverage the benefits and opportunities digital technologies could bring
their respective segments. Similarly, Westerman et al. (2014) stated that
organisations that transform digitally, looked at exploiting operational and cost
efficiencies, customer experience enhancements and the generation of new

revenue lines and business models
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Consumption of digital technologies in order to be digitally transformed has
become a strategic imperative for organisations vying for market share and
profits. With the focus on digitalisation initiatives, organisations are turning toward
traditional technology services suppliers for guidance and service. Some of the
suppliers are true digital natives themselves who already engage digitally or
through innovative business models. ICT providers are themselves targets for
disruption due to disruption that crosses traditional industry boundaries and
markets (Bharadwaj et al., 2013). Suppliers who add no unique value to an
offering and merely resell solutions, are dependent on customers embarking on
project-based initiatives and cyclical hardware refreshments. It is in line with this
digital transformation objective coupled with the formulation of a supply side
business strategy where we enter into the supply side of ICT view of a digital

business strategy.

Our definition of a digital business strategy is an organisational strategy which is
formulated and executed to benefit from digital technologies and transformation,
whilst creating strategic and differential value to other organisations embarking
on digital transformation initiatives. Thus, as the purveyors of digital technologies,
it relates to the specific strategies aimed at exploiting the growing demand for

cyber physical systems, processes and experiences.

Ross, Beath, and Sebastian (2017) identified two types of digital strategy for an
organisation. Firstly, there is a customer engagement strategy which is more
easily understood as the crafting of customer experiences which leads to
customer loyalty over other organisations. Then one enters the realm of digitised
solutions which look at leveraging technology, data and people through
innovative products and services to create sustainable offerings or new business
models. The digitised solutions a company sells comprises various products and
services which are delivered on demand or on a project basis through a multitude
of different channels. It is this digitised solutions strategy that ICT providers are

required to master for their continued relevance.

The strategy of operational digitalisation is important irrespective, as an
operational strategy to digitise business processes just to be a competitive force
within an industry is non-negotiable (Porter, 1996; Ross et al., 2017). Whilst
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operationally effective organisations generated improvements through
efficiencies and cost savings, this on its own, was no sustainable strategic
position for a company. New revenue models and innovation are required to
ensure that organisations are not themselves disrupted through digitalisation or

massive efficiency improvements by competitors.

Just as ICT service providers’ customers are required to modify their alignment
of IT with a business strategy, so too do ICT providers need to step away from
the view of supplying core IT resources which result in it becoming a commodity
(Woodard, Ramasubbu, Tschang, & Sambamurthy, 2013). The value that IT can
add through the embedding of technology as a digital artefact which provides
competitive advantage is a greater responsibility and opportunity for providers
and their customers alike.

The scope of digital business strategy has evolved and the decisions of
organisations to select which products or markets to compete in and extract value
from is a key consideration. Because all organisations increasingly rely on data,
technology and processing capabilities, digital business strategy is poised to
become the business strategy as firms set to compete in the digital era
(Bharadwaj et al., 2013). Accordingly, ICT providers should ensure that their
respective strategies are in place to capitalise on these advancements and

windows of opportunity.

METHODOLOGY

The purpose of this consultancy project is an exploratory study to determine the
alignment of group operational company digital strategies, with the overarching
strategy of the holding company. The study was qualitative in nature and utilised
semi-structured interviews as part of its data gathering requirements. The data
was gathered through interviews with C-level executives within a group of ICT
holding and operating companies. The executives from both the holding and
operating company are collectively responsible for the formulation and execution
of their respective digital business strategies.
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This consultancy project has a clear purpose in that it seeks to establish the

following:
Q1: What is a digital business strategy in the context of a diversified ICT provider?

Q2: Establish what overarching digital strategy the holding company has

developed for the respective operating companies to achieve?

Q3: What is the alignment between the digital business strategy set by the holding
company and the respective operating companies?

The qualitative approach towards the project allowed for a more subjective and
comprehensive approach towards answering the business problem. Through the
establishment of patterns within these observations, we can then create a

generalised view of the alignment towards the group digital business strategy.

This process was embarked on by establishing some general research questions
along with a rudimentary analysis of available literature and academic journals
on the topics of digitalisation and business strategy. This allowed a wide range of
available content on digital technologies and their applications, both for internal
use or as a strategic resource. This was combined with publicly and privately
disclosed information on the subject company for a comprehensive overview of
their positioning and financial performance. This information was used to

formulate specific questions which were used in the various interviews.

Within the literature review, the objectives were threefold. Firstly, to define digital
business strategy in the context of an ICT provider and secondly, to gain a clear
understanding of the digital technologies that are shaping the current digital era
and business landscape. As part of this consultancy project, we reviewed
applicable and reliable literature on the topics of digital transformation, strategy,
digital technologies and other relevant management theories that can be used to

understand, define and measure the alignment accurately.

The first interview was held with the Chief Operating Officer (COO) of the holding
company to explore the group’s view and approach to digital transformation and

that of a digital business strategy. During this interview, the decision was taken

24



on which relevant operating companies to interview for the subsequent reviews.
Because of the qualitative nature of the study, the decision was taken to interview

C-level executives (CLE) within the various operating companies.

The topic and nature of the project required a high-level individual with a broad
knowledge of digital technologies and business strategy. The Managing
Executives (MEs) within these operating companies thus became the active
population for this review. We only reviewed South African headquartered
operations within the group. They in turn, delivered ICT software, services and

solutions to both end consumers and businesses in South Africa and abroad.

The next step required data to be gathered through the facilitation of semi-
structured interviews with the participants. Participants were provided with a basic
overview of the requirements of the exercise and that responses were kept
confidential and anonymised. The questions posed were open ended, which
allowed the interviewer the ability to further probe interesting answers or
alternative thoughts with the participants. Topics included business strategy,
development within the competitive environment and within digital technologies.
Interviews were all held in person and recorded, with minimal disruption to the
interviewer or interviewee to ensure an engaged conversation. Notes and
recordings were used to transcribe the interviews into a standard format of text

and audio files.

Seven interviews were secured with a total of nine participants. The initial
interview with the COO was to establish the group strategy as well as the
inclusions and exclusions of the various operations. The participants were
purposively sampled as they have extensive experience and knowledge of both
the ICT industry and their respective organisations’ strategy and operations. This
allowed me to establish whether the executives have a clear digital business
strategy in terms of either digital transformation internally through operations and
customer experience, or through the delivery of products and services through

new business models and revenue streams.
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Upon completion of the interviews, the interpretation of the data collected
commenced. Through the application of theme-based analysis, transcribed
interview data sets were dissected to establish patterns or recurring themes.
Through the application of codes which combined specific thoughts together,
themes emerged for consideration. The themes within the data would in turn, help
draw inferences or conclusions from the data decoded. It is within these

conclusions that the research questions posed above are answered.

Insights gained from the data collection and literature review assisted in providing
a solid foundation to establish a discussion of the themes and insights in order to
conclude and answer the problem statement and objectives. Through the
identification of gaps or shortcomings within the organisational alignment or the
literature, suitable areas of consideration for action and further research were
identified and made. The recommendations are based on empirical evidence and
as a result of the findings, they could be utilised for actual application within the

group of companies.

RESULTS AND ANALYSIS

Through the use of thematic analysis, responses from the interviewed MEs were
grouped into themes. These themes were created as they appeared in both the
literature review and interviews or when the occurrence within the interviews
warranted a specific theme. Pseudonyms were utilised to attribute specific quotes

and responses to the various operating companies represented.

DIGITAL BUSINESS STRATEGY IS STRATEGY

Digital Business Strategy

When asked for their respective definitions of a digitally transformed business or
digital business strategy, most of the respondents focused on the internal digital

transformation that organisations embark on.
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AH: “So digital transformation is a way of work that is making access to all the

resources seamless and digital in nature.”

AB: “So, digitalisation for me, isn't the ability just to go work flow form and have
digital signatures and stuff on it, that that is just automation. Digitalisation is where
you use the power of the data that you have to enable the process that is
happening.

LM: “digital transformation is helping and enabling our clients to take advantage

of the fourth industrial revolution.”
SB: “So, we see that (Digital) as being part of our core strategy.”

Although all the respondents focused on the internal digital journey they had to
complete when considering a digital business strategy, they all considered their
customers and how they can utilise the technology in the betterment of their own
products or services, at the same time, expanding the collaboration with customer

and partner systems.

JT:” digital transformation really is for me, to try and get the best technology from
the infrastructure point of view out to the client; “what we do is to automate

basically just about every process”.

DI: “when a customer is using our services, it's an experience with our business,
they should see our thinking and capability come through in the tools that we use,
the way we interact with them and how we interface with them.”; “the application
of digital technologies is to improve the way that our company works with its

customers as partners.”

LM: “we should be able to integrate interface and partner not just at a conceptual

level, but at a technology level with our clients.”;

Three operations specifically identified customer experience and demand as a
key digital strategy for them. Ensuring the customer is at the centre of what they
do and why they do it. This customer-specific focus goes beyond mere
satisfaction metrics and is seen as a key requirement for their continued success

well into the future.
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SB: “the next digital transformation is really around the customer experience. Why
would our customers want to interact with us five years down the line.”; “Trying to
pick what technologies are going to be available 10 years from now. So, if we

align the business to the technologies that are going to come into play.”

DC: “It's a journey and | think we've got to make it easy for our customers to do

business with us.”

Only two operations identified that their digital strategy entailed the mission of
helping their customers establish new lines of business or revenue lines.
Although it is not only about the technology, it requires additional factors for digital

business strategy success.

LM: “the last part of the digital definition we use is also helping the clients just
think about what new business opportunities value propositions that the digital

economy is bringing.”

DI: “people in my opinion, get confused by the fact that tech brings opportunity.
Tech plus an enhanced operating model and a new way of thinking brings

opportunity, it doesn't just happen by itself.”

Positioning and Strategic Drivers

The holding company is harnessing the collective capabilities of
all their individual operating units to establish a comprehensive ICT

focused value proposition for customers and investors alike.

AH: “we are going to classify business into four areas. We are going to classify
into the 10T space. The second environment that we are going to start thrusting
together is our Fintech and Health Tech operations. The third environment is the
managed services arena. If you look at the last cluster, that will give you an end

to end, call it typical ICT view.”

Through distinct focus via these segments they seek to drive benefits for
customers through the breadth of their supply chain and growth in areas such as
IOT, cloud, data and analytics and security.
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Company F is a broadband infrastructure, voice and data solutions provider.
They position themselves as a safe city provider through their secure
communication and infrastructure operations. The networks
provided the foundational elements required through which digital transformation
eventually occurs. Significant projects delivered for government enabled large
scale broadband infrastructure roll-outs and services to local and provincial

government structures.

JT: “look at the bigger picture of government, that's where they moving to. They
can provide those services for free because they've bought it using us at a much
more competitive and affordable rate.”

Company D is a pure ICT focused operation with a wide range of offerings from
networking, storage and traditional outsourcing solutions looking to assist their
customer’s digital transformation initiatives. This range of offerings is coupled

with their ability to deliver large and complex systems integration projects.

LM: “we want to be an end to end ICT organization talking and helping clients go

through the transformation of fourth industrial revolution”
They also have a very clear digital technology focus area.

LM: “our strategy positions us very well. There are not many big data
organisations that has mastered data management, data warehousing, and

analytics with pure insights and 10T.”

Company C is a telematics solutions provider who has re-positioned themselves
as a
technology driven organisation. Using their propriety technology, data driven

insights and applications of that data to satisfying customer needs, they aim to
expand internationally through the distribution of their technology and services to

an increasing global market and customer base.

SB: “we’re a technology company, were not a stolen vehicle recovery company
anymore.”;” It's looking at geographical growth.”; “And how we going to embed

ourselves better within the OEM’s”
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Company B, as a Fintech operation, is very well aligned to the larger group
strategy of delivering technology and services. They seek to exploit technology,
to provide banking and related services without a banking licence. They dispense
and collect cash, provide cloud based micro finance software and deliver

managed security services.

DC: “We want to make it easy for our customers. We're going to use technology

to make it easy for our customers to do business with us”

Company A is a Healthtech operation which provides practice management
software, claims  switching and claims management  services to
medical practitioners and institutions. Having embarked on a drive towards data
and analytics, they have used service-based architecture to leverage their

various assets for multiple business models.

AB: “we are focused on one industry vertical, we are 100% in the health space
and that's all that we do”; “we want to be the health status and data switch or

exchange of choice.”

Company E is a specialist consulting operation that delivers services and
solutions on Microsoft’s various cloud platforms. From enterprise resource
planning (ERP) to digital worker enabled services, they implement, consult and

support digital transformation journeys into the Microsoft cloud ecosystem.

DI: “So, our dominant focus is to offer consulting services. And it's centred on the

Microsoft platform.”

Company G is a document management technology and services company,
actively working towards positioning themselves away from being a producer of
hard copies and machines. Instead they are expanding their managed services

operation and reach of their established salesforce and coverage.

WM: “We do managed print services exceptionally well.”; “I want our sales team
to be agile enough to deliver the propositions of the group. That's really where |

see one of the big values in our business”

30



Revenue Lines and Business Models

Platforms were discussed in two different contexts during the interviews. We had
the two traditional ICT focused providers enabling vendor or third-party platforms
for their customers. The balance of the respondents had elements of platforms
or eco-systems as part of their offerings to their customers or for internal use,

essentially utilising a platform in deriving revenue from customers.

SB: “we supply platforms to the insurance companies, we give them an overview
of the current risk, historical risk and they can forecast their risk”; “it's a 10T

platform we take the data into and we disperse it on the fly.”

DC: “we’re trying to create eco environments amongst the same set of our

customers, so that our customer’s customers can do transfers.”

AB: “creating a health information exchange in the middle, to provide connectivity

between all of these various players. That's our place. So, it is a digital platform”

Managed Services as an existing or new offering was identified by all six of the
operations as an area of focus and growth, which correlates with the strategy
identified by the holding company to expand within this segment.

AH: “in managed services we talk about end user computing, we need to change
that view to end device.”; Those are devices that were placed there by someone

and maintained by someone”

Company B repurposed their Security Operations Centre (SOC) to expand into

security monitoring and hosting services.

DC: “we want to provide managed services. if you're a small operator and you

need hardware encryption for your data why buy hardware, let us do it for you”

Disruption and the threat of cannibalising their existing business models is
something all of the operations were cognisant of and expecting. The threat of
being disrupted by non-traditional players and even their own customers was

shared by all interviewees with most already experimenting on new offerings and
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self-disruption. Threats specific to their segments and business models were

being looked at in detail.

AB: “so we keep on running our traditional business and at the same time we are
building”; “What if Discovery puts a PMA on every doctor's desktop and says right

you can now submit directly”

DC: “We've got to be careful that we don't cannibalise on our existing terminal

base”

WM: “our intention, is to take paper-based processes out of organisations.”; “if

we don't do those things, someone else will come along and do it.”

LM: “small niche players | can manage, and | think there's a space for them, | can
partner with them. But the bigger service providers will provide a massive threat
to our business.”  Collaboration between the various operating companies
was present and mentioned in every interview. This allowed a further reach of the
group’s offerings with each customer. It generates new revenue through existing
relationships and competencies. The group executive explained his view of
collaboration through an analogy:

AH: “It doesn’t matter which pebble lands in the pond and where it lands into the
pond. The attractiveness is the adjacencies (of opportunities) and that's where

the collaboration comes in.”

Not all teams are working 100 per cent in unison, with some competitive offerings

overlapping between operations, but the underlying collective willingness is there.

DC: “my real want is that we start working a lot closer. Because there is such, a
lot of good quality customers that could use our service.” “and it's getting better

at us putting aside our petty differences.”

Through the use of collaboration, platforms and potential self-disruption, the
various operating companies are experimenting with new business models and
revenue lines. There is a clear drive to leverage a variety of available tools for

business success.
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Strategic Tools

When considering the use of strategy tools or frameworks for the formulation of
strategies, four out of seven used an identifiable strategic tool or framework for
the formulation or review of their strategies. Published research by firms such as
Gartner or independently commissioned research was used for technology and

market attractiveness research.

The holding company itself utilises an adapted BCG Matrix for operating company
reviews. Through specific criteria, the holding company can identify, on a
comparable basis, where the respective offerings feature in its respective

competitive environments.

Although the BCG Matrix was the most commonly identifiable strategic tool used
or known by respondents, it was only mentioned three times during the interviews
as being actively used. We also had three instances of the Business Model
Canvas (BMC) coming up as being used, with one operating company utilising it

extensively.
DI: “So we use it in all the business units, and we refine the canvas every year. “

The balance of the respondents who had been exposed to the BMC observed it

within their operations or through exposure from partners.

One respondent utilised a custom framework that drew inspiration from the work
of Michael Porter’s strategic principles, elements of scenario planning and the
Ansoff matrix for product development. Apart from the operating company who
utilises the BMC, this was the only other structured and clearly beneficial strategic

framework or tool utilised after the BCG Matrix.

LEVERAGING DIGITAL TECHNOLOGIES

Fintech

One respondent identified as a Fintech solution provider within the group
companies. Originating from within the traditional hardware space in the banking
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industry, they evolved to where they are today in providing solutions to end
customers and banks alike. Within their payment focused operation, they do debit
order processing and the provision of between three to four thousand point of
sale (POS) terminals to merchants through an aggregation model.

DC: “that's where we carve out a little niche for ourselves, and it's an it's a
fantastic business”

A micro-finance loan management system (LMS) and innovative new
developments, such a mobile POS and the creation of peer to peer payments
within an ecosystem of specific customer groupings are just some of their new

initiatives.
DC: “we want to become a bank without a banking licence”

It is exactly this desire to not merely provide services to the banks, but rather to
look at developing products for direct use by consumers that firmly places them
in Fintech territory (Zalan & Toufaily, 2017). The position of this company to
provide access to digital finance products enables it to play a part within South
Africa’s drive for financial inclusion, as identified by Peterson (2018).

Healthtech

The Healthtech operation is an industry-specific operation with distinct offerings
within the healthcare vertical. They provide practice management applications
(PMA).

AB: “it is the software that runs the practice from managing patients from
understanding who they are, and creating the bill”

Once the patient has seen the practitioner, a bill of material is created within the
system, using codes to package a claim that is submitted through their data
switch. Claims management as a managed service is provided for practices to
focus on providing care. The renewed focus is directed at the clinical side of the

health providers with an electronic health record for a complete digitised patient
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health folder. It is with this digital health folder, their switch, PMA as well as all

the claim related data that this company sees their value proposition developing.

AB: “what we are effectively trying to do is build a secure and standards-based
platform that already contains our switch, it already contains an electronic health

record and we are making the whole thing is web services orientated.”

Kreidler (2017) noted that through the use of available patient health data,
physicians could recommend treatments or predict disease or negative health
conditions for better treatments and/or cure. This leads to better care for the
patient as well as cost savings for the medical schemes if one avoids more
serious conditions. Data analytics is very powerful, and they have already seen
significant breakthroughs in their ability to spot underlying or future conditions
with the data they have available. They also provide insights to physicians looking

to negotiate on equitable terms with medical schemes.

AB: “We've managed to build a model where we can predict to a 79% chance
whether somebody is going to get diabetes based on the claiming history. So, we

don't even have the clinical data we’re using claims.”

They are facing competitive threats from medical schemes and they

acknowledge the need to disrupt themselves with new models coming into play.

AB: “we might give the PMA away for next to nothing” and “I think the software is

really just going to be a data collection point.”

They also seek to harness data generated through the huge wearables market
by populating their electronic health record. As a response to the threat of the
impending National Health Insurance (NHI) Act and its impact on the industry,
they are positioning the business to one where they deliver both to primary and

secondary requirements with their value proposition around data and services.

AB: “want to be the health status/data switch or exchange of choice.”

35



Cloud

Through internal transformation journeys to applications such as Office 365,
VOIP telephony and other applications, all respondents were utilising cloud
internally. Three operations are ideally suited to drive cloud migrations and
services for end customers, as well as necessary infrastructure to access the

cloud.

AH: “So as a user, what you need is a cloud integrator with the ability to move

and work between any of those four clouds based on demand and based on cost.”

The risk of possible disintermediation by hyper-scalers and cloud providers is not
such a big concern for the holding company as they see the demand outstripping

the supply of skills from these providers.

AH: “The challenge that you do have is the journey to that cloud, Microsoft cannot

do that journey for you, they don’'t have enough people.”

The need for physical infrastructure to deliver connectivity in remote regions of
South Africa is a government objective for inclusive growth, thus the impact that

these projects will have on company F is immense.

JT: “we now have exposure to all your requirements for government for
improvement of systems, e-health, e-learning, e-government and digital

government. You can't digitalise if you don't have the infrastructure built up.”

Cloud computing as a method for delivering customer applications and systems
was present in all six operations interviewed and critical for many to deliver
services to their customers today and to manage the demands of data volumes

and access requirements.

SB: “we wouldn't have enough capacity to process the amount of data that we

currently bring into our data centres. So, all of our stuff sits in the cloud.”

DC: “looking now to add some form of management for your store through cloud-

based software.”

36



JT: “So, if the customer wants a product or service, he can go into this portal and
he can do it automatically.”

The two operations delivering cloud migration services and consulting is acutely
aware of the opportunities and risks customers face, with a consultative approach

needed to ensure value for customers.

DI: “give people a costing base, and then give them a very clear strategy to go to

cloud”

LM: “many clients are coming back to on premise for the exact reasons that they
went to the cloud.” “you don't go to the cloud to save cost. It's a very different
strategy that you help your clients through.”

It is thus clear that all operations are either harnessing cloud internally or through
value propositions to their customers in their strategies.

DATA

Vast amounts of data being generated at present is both a challenge and
opportunity for all the operations interviewed. Whilst two of the operations help
customers with their data and the respective insights gained therein, three
operations have access to huge volumes of data which they either already or plan

to monetise.

One operation has already built a big data platform for the consumption and
management of the vast quantities of data they generate. Whilst the opportunity
to exploit the volume of data is obvious, all respondents are aware of the risk and

responsibility whilst utilising data for analytics and ultimate monetisation.

SB: “current data volumes averages on 4800 messages a second into our data

centre”; “Now, it all comes down to the ethics of what we do with the data.”

AB: “we have data, truckloads of it, it's powerful”; “The one thing you just got to
understand, we don't do anything, see any new person without taking an attorney

with us.”
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The two data consulting operations are aware of the opportunity and challenges

to deliver tangible value.

LM: “everybody has this romantic notion that they can get it right, because

everybody sits on good data, but not many are getting it right.”

DI: “what we've had to do is be quite creative in that space, in terms of offering
solutions, that it gets a customer to the point where they start to understand the

data.”

Within Healthtech, they can organise care co-ordination and provide industry
insights for medical schemes, patients and practitioners alike. We saw earlier the
predictive analytics used to predict diabetes and the use of data insights for better
negotiating power and competitive positioning. Fintech has some interesting use
cases to use their data within the micro-financing space for predictive analysis.

The telematics operation already contributes significantly to the insurance

industry through data and insights on driving behaviour and risk.
SB: “so insurance telematics is a very big portion of our current business”;

The view of potential risk is based on the data of the drivers’ predictive behaviours
in that they know from where the vehicles originate and where they are planning

to go.

SB: “looking at rain today, we will be able to forecast what their risk may look like
at four o clock this afternoon. Based on where their vehicles are, where we

believe the vehicles are going to terminate”

The question of data ownership and whether end users opt in or out of their data
being sold, brought an interesting future view to data ownership and the user
controlling the value and sale of their data.

SB: “I will give you 10 selections if you want to share your data with. And each
one of those will pay you whatever the data is worth to them and ultimately

reducing the overall cost.”
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Although such developments are still a while off, the consideration of such models
is key to ensure relevance and adaptability for companies who look to exploit
users’ data for ultimate monetisation. No operations expressed concern relating

to Al and the impact on employment.

10T

The awareness around the Internet of Things (IOT) is present within each
operation. Three of the operations are looking to deliver consulting services to
their customers around harnessing IOT devices for either specific projects or for
service and operational improvement initiatives. The Fintech, Healthtech,
Telematics and Networking operations each has significant exposure to IOT
whilst actively positioning themselves to exploit the market. Although the use of
IOT devices is not a new phenomenon, the rate at which new devices are being
added and the volume of data being generated for decision making, certainly is

unprecedented.

We saw the Fintech operation with their POS device and the Healthtech team
consuming wearable technology data within their PMA system and electronic

health record so there is no shortage of use cases.

AB: “this is our 10T play, what we effectively can do is patient generated health

data. Steps, blood pressure cuff, using Bluetooth to a phone.”

Apart from the recovery of stolen vehicles, the telematics operation has extended
their capabilities through innovative new product offerings around connected
vehicles and alternative business models utilising telemetry and the associated
data. We touched on the opportunities utilising the data for insurance purposes,
but it extends to customers with large fleets of vehicles as well.

SB: “we fit telematics equipment and monitor things on those vehicles. Obviously
like driver behaviour, fuel, routing, scheduling some really heavy lifting, routing

and scheduling of systems”.

Through their Original Equipment Manufacturing (OEM) channel which supplies

motor vehicles for the South African market, they have managed to package their
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devices with new vehicle purchases. This expanded through the management of
demonstration stock between dealerships to reduce risk and potential abuse. An
exciting prospect however, sits in the value-added services which these OEMs
can leverage through the devices for their end customers and their experiences:

SB: “we've developed a connected car and device for them. So, they'll get all the
telemetry data and we use that for servicing and predictive maintenance, as well

as insurance, it then allows you as the owner of the vehicle internet breakout”
Company F is taking an interesting approach towards this IOT opportunity.

JT: “we’re creating some IOT through our own network we're even trying to
develop our own IOT technology... I've got enough capacity in frequency and

spectrum and bandwidth. All | need is to try and get economies of scale”

The ownership of spectrum with 10T devices to utilise that spectrum is an
interesting approach to create an ecosystem that utilises existing assets and

intellectual property in managing complex networks.

DISCUSSION

Digital Business Strategy

Digital business strategy is an imperative when considering the strategy of an ICT
services provider. The definition provided by Bharadwaj et al. (2013) refers to the
leveraging of digital resources for creating differentiated value. This could be
through software, managed services and consulting in both the business-to-

business or the business-to-consumer markets.

We found a consistent thread of data that provided evidence of operations having
specific strategies in place to leverage digital technologies to create value. The
group holding company identified distinct areas targeted for growth, along with
specific segments within which operating companies would be clustered for the

purposes of classification for customers and investors alike.
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Whether it was providing transactional systems and services or managing more
complex infrastructure roll-outs, the companies all utilised digital technology to
earn revenue. The inference we took from the data was that each of the
operations had distinct strategies in place to leverage the most applicable set of
digital technologies for their unique purposes and their customers, digitally
transforming themselves and their customers through the use of cloud, IOT, data

and other transformative technologies.

Through collaboration with other operations, more internal resources and
capabilities are built with new value being created. Larger opportunities are being
uncovered and addressed and the initial results are in terms of customers

supporting the approach.

Digital business is transforming operations on a few fronts when referring back to
the Westerman et al. (2014) definition of digitally transformed businesses looking

at exploiting three key areas namely:

e Operational excellence and cost efficiencies
o Customer experience enhancements and,

¢ New revenue lines and business models

We saw that all of the operations were already using cloud-based productivity
tools, and most had some form of digitalisation project completed or in progress
at the time of review. These projects ranged from internal improvements for

efficiency gains, or for the betterment of customer service and experience.

Although the desire to digitally transform internally was shared by all operations,
no clear benchmark or standard was visible. Whilst digitally transformed
operations deliver greater revenue and profits than their un-transformed
counterparts, the opportunity for greater synergies and returns exists through the
standardisation of digital transformation initiatives and benchmarking for
measurement (Westerman et al., 2012). An assessment of the group operating

company’s digital maturity levels would be recommended for review.

The creation of new and innovative business models and revenue lines also

emerged from delving deeper into specific strategic drivers. Some of these new
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lines and models were already a few years old and stems from decisions taken
up to five years earlier. Others again are at the beginning of their respective
journeys, with a commonality shared is the desire to either solve a customer
problem or position the operation within a specific segment. The more established
strategies that are paying dividends have been in play for a few years, with the

reality that success does not happen overnight.

When the criteria provided by Westerman et al. (2014) highlighted above are met,
it becomes clear that a digital business strategy of some sort must be in place.
This applies to having both an internal and external view of digital business
strategy. The operations lacked a unified definition that would capture the two
above definitions of digital business strategy with more clarity and purpose. The
development of a group-wide definition for digital business strategy would be a

significant step towards better understanding and alignment.

The following example could be used for defining a digital business strategy for

an ICT provider:

Digital business strategy requires that technology be deployed
for the betterment of operational processes to save costs,
optimise and scale. It should increase customer choice and

experience and ideally lead to new additional lines of revenue

and business models.

Strategic positioning and key strategic drivers were present in each operating
company, whilst adherence was made to identify segments and digital
technologies the companies were going to leverage for their respective returns.
The use of specific or multiple digital technologies were exploited to create new
differential value. Through the use of 10T, data, cloud and digital transformation
services, operating companies built new platforms and provided managed
services which in some instances, could disrupt current business models. It is
being done carefully where embarked upon, because participants are aware that

a potential disruption could turn fatal.

What is lacking within the group is an adherence to a specific strategic framework

for the use within the various operating companies. This was to ensure a
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simplified and unified approach towards strategy formulation that could be
applied to increase the standardisation of strategy formulation and reporting. It
has been found that most strategies only deliver 63 per cent of their potential
financial performance. Elements such as the use of a framework and clear
decisive view of strategic intent are foundational elements required to have a

united approach to execution (Mankins & Steele, 2005).

A structured strategic framework with available tools should be investigated in
order to create a common language and approach for setting and communicating

strategies and building new business models within the group.
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CONCLUSION

This consulting report sought to establish the digital business strategy alignment
of a diversified ICT provider in South Africa with multiple operating companies.
Through a thorough review of available literature on traditional and digital
business strategy as well as transformative digital technologies, three research
questions were identified with the purpose of establishing a scope to solve the

organisational problem identified by the ICT provider.

It was decided to use these questions as a broader scope of the report in order
to establish what constitutes a digital business strategy for the group holding
company and its operations, as well as their respective alignment to this ideal

digital business strategy as set out by the holding company.

The research component of the report was designed to be a qualitative study,
and the data gathering component consisted of semi-structured interviews with
group and operating executives. A thematic analysis was utilised to establish
themes to create a better understanding of a digital business strategy for an ICT

provider and the alignment to this strategy by its operating companies.

Digital business strategy was found to be a distinct strategic choice considering
both internal digital transformation and external customer specific digital
transformations. Internal digital transformation is required by all organisations to
not only benefit from the operational efficiencies available, but also for the
improvement of customer experiences and expectations in relation to current
business conditions and requirements as a result of the fourth industrial

revolution.

It was also established that as with traditional strategy where operational
efficiencies and driving downs costs alone is not a sufficient strategy for continued
differentiation, digital business strategy for the same purposes will not suffice in

the long term.

Digital business strategy also concerns itself with the establishment of new and
potentially disruptive business models which could affect the status quo of current

operations, products and services. Digitally transformed businesses have been
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shown to drive increased revenues compared to their competitors and ultimately,

to be more profitable and capital investment friendly.

It was found that all operating companies had some form of digital business
strategy in place and were in alignment with the holding company.

It is expected that standardised strategic frameworks, tools and definitions could
assist disparate companies to better align with an overarching digital business

strategy of the holding company.

The result of this report will enable the holding company to have a clear definition
of a digital business strategy and its operations’ alignment to it. It provides the
holding company with directions for possible further research and further
refinement of their specific criteria for a digital business strategy and potential
strategic frameworks and tools.

The following recommendations were made as a result of the outcomes and

themes identified as part of this study.

e The development of a group-wide definition for digital business strategy
would be a significant step towards better understanding and alignment.

e A structured strategic framework with available tools should be
investigated in order to create a common language and approach for
setting strategies and building new business models within the group.

e An assessment of the group operating company’s digital maturity levels

would be recommended for review.
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