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The Internet is now around for about 20 years, and almost 10 years in its even more pervasive 

incarnation on mobile phones. The evolution of electronic devices, telecom networks, and 

software technologies are bringing new “superpowers” to the physical world, the one we live 

and evolve since the birth of humanity. But while the C-suite is catching up to the “digital” 

stakes since the last 3 years, some research suggests many boards aren’t yet digitally literate 

enough to keep on challenging them, and provide guidance/stewardship role on that matter 

that is absolutely critical for the future of their businesses.  

 

It’s actually no surprises that there’s a lot of misunderstanding about what it really means for 

some industries and individual businesses. After all, it was generations after Gutenberg death 

that people realised how much his invention would have bring to the world.  

 

Our objective is to help board members to get the “Geist” of what is really behind “Digital” : 

In this session, we'll discuss what’s driving the digitalisation of customer relationship, and 

why it’s often associated with a growing importance of “customer experience”. We 'll see as 

well how technological evolutions are not only bringing down barriers to entry for a new 

breed of software-based industry disruptors (Uber owns no cars, Facebooks creates no 

content), but as well significantly transforming customers (and employees) behaviours and 

expectations, and questioning existing business models. Ultimately, we will have a look at 

some questions boards’ members may use to challenge the companies they are overseeing, 

without interfering with their management, but making sure they will bring, in a timely 

manner, the right transformation to make their companies fit again for the digital world. 

 

1. Digitalisation of customer relationship, & the growing 

importance of customer experience 
 

Since the rise of internet 20 years ago, and its ubiquity via mobile and smartphones, 

customers feel they have been given superpowers, like the ability to immediately have 

answers to their questions (google search, online price comparison), to connect and share 

instantly their emotions with their friends (social networks), and to shop anything, from 

anywhere, at any odd time (ecommerce). 
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While some will argue that these superpowers come at a cost (See “Growing Up Digital, Wired 

for Distraction”), it certainly brings many benefits for businesses: The most obvious, is that 

serving your customer through digital channels (e.g. your company web site) doesn’t scale up 

the same way as serving them “physically”. An increase of volume in sales, or in customer 

relationship activities in your “offline” channels can require adding up more sales or support 

staff, retail square footage, and paying associated sales commissions, while this will only 

trigger marginal incremental costs in your digital channel. As a result, a company whose cost 

of sale, for example, has a significant proportion which is digitalised, can squeeze its follower’s 

margin if it starts dominating its category. This is a key reasons why internet giants look for 

global hegemony in their category, and VC funds aggressively their start-ups at growth stage: 

Amazon started in 1997 and still doesn’t make a profit in its race to global scale. Jeff Bezos 

famously just “checks in” periodically to prove his investors that he can, and will, when the 

time will come. Have as well a closer look at Leclerc, a French leading retailer. Their Q1 2015 

earning call featured a 1 billion euros “digital” investment over the next 3 years: One should 

not be surprised to see, looking more closely at the allocation of this budget, that about two 

thirds is actually attributed to its supply chain, which is not digitally visible for customers, but 

where the marginal incremental cost structure can be improved. 

 

The perks of serving customers through a digital channel don’t stop at cost savings: It allows 

to leverage customer intimacy at an unprecedented scale:  It’s no question humans are 

better than machines for social interactions. We relate to individuals and situations in a more 

relevant way that any “Artificial Intelligence” system can do for the foreseeable future. But 

this only goes so far, and certainly not beyond the number of persons a sales or support agent 

can deal with in a day. One of the most fascinating superpower of a customer’s digital 

interaction, is the ability for the software to make decisions (e.g. a next-best-offer 

recommendation) based on an extremely large and diverse range of customer information. 

Such data, collected from an individual history of interactions with your channels, its usage 

patterns with your services, and even from the digital breadcrumbs we leave everywhere 

when we browse the internet at large, like moderns Hop-o'-My-Thumbs, are analysed against 

peer groups by algorithms that offer tailored, real time, contextualised recommendations.  

There are obviously numerous, and sometimes embarrassing examples of computer based 

decision that dramatically fail to over perform human decision, but the point is that a digitized 

customer relationship can brings customer relationship personalization at a massive scale. 

And nothing prevents you from bringing this digital superpower back to your offline channels: 

Consider Orange, a telecom giant with close to 100 000 customer facing agents. It used data 

to “score” its customers so to determine their contract value, and their likeliness to leave for 

the competition. When a high value, or a potential “churner” customer comes to Orange 

websites, they are immediately offered support by good old fashioned humans, first via a web 

chat session popping up to offer support, and later via a phone call from a contact centre. This 

way, Orange can make sure it is not leaving an important customer moment of truth to a blind 

algorithm. 
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But these 2 superpowers for businesses (marginal incremental cost, and big data) come at a 

price:  

Companies who started as “digital only” or as “digital first” businesses have an entirely new 

way of designing and delivering product and distributing services, theorised in the LEAN 

startup model: Launch a beta version of your product, test and improve it daily with real  

customers feedback, a continuous product improvement, directly inspired from the 

philosophy of its kaizen homonym approach. Now, just bring back in your mind the dramatic 

story of General motors, who had to recall 28 million cars in 2014, so you come to appreciate 

the low cost building, high speed of improving & re-distributing digital products. With that in 

mind, Mark Zuckerberg motto of “Move fast & break things” doesn’t sound reckless anymore. 

And as with Orange or Leclerc example above, this approach doesn’t have to be strictly 

confined to digital products or channels: Think about the “popup” stores as the LEAN way of 

doing retail (test and learn at a small scale), think of 3D printing as a cheaper way to build a 

physical prototype than casting a mould. 

 

So, here comes the time of a new imperative: We now assume a flawless customer 

experience, because that’s what gave us these digital “pure players”. Look at the success of 

Uber in big cities for example. They removed the frustration of waiting for a taxi with 

algorithms and geo-localised information matching supply with demand in visual and real 

time, and solved the poor customer service problem by asking customers to publicly rank the 

drivers, all wrapped in an elegant and efficient, single purpose mobile application.  For “brick 

and mortars”, who started 10 to 15 years ago to build a digital channel next to their pre-

existing channels, it’s often their Achilles’ heel. While most of them are advocates of a brilliant 

customer experience, they often struggle in the execution of their vision: Not only an “Omni-

channel” experience (which is to share seamlessly the same customer CRM data across all 

channels, from retail, contact centres, digital marketing, so no matter the touch points your 

customers are using to reach you, they always feel recognised and valued) is extremely 

difficult to deliver, but it requires to engage on complex, costly, and risky IT infrastructure 

migrations. : RyanAir was a notable exception in the choir of companies on the quest of an 

unparalleled customer experience. Michel O Leary, who was utterly confident that selling at 

the lowest price points beats everything else, must have had an epiphany, or maybe was it the 

fine for operating a premium rate customer service phone line that “rarely resolved passenger 

issues” that made him think twice, when he eventually made this statement in its Q3 2014 

earning call : “If I had known being nicer to our customers was going to work so well I would 

have done it years ago”. As an early result, you can now book a flight in 5 clicks, instead of the 

17 previously needed for the hide-and-seek game of un-ticking, in the middle of hidden drop 

down menus, all the paying options that were “kindly” pre-selected by default. 

 

And mind those who are not excelling in customer experience: Google “search” had brought 

competition 1 click away, and Social Networks (Twitter, Facebook,..) gave detractors an 

amplified voice that can damage the trust brands patiently built over years : Think about 
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doctors, a profession whose judgment was never questioned a generation ago. Well establish 

brands, in an information and knowledge economy, are in a very similar situation. In fact, a 

recent study published on HBR, based on 6000 M&A cases over 10 years, show a steady and 

progressive transfer of market value from “brand” to “customer relationship”. The millennials 

generation will trust what they experience, not what used to make sense for their parents.  

And why anyway should they start trusting a brand that can’t respect or cope with the basics 

of their connected lifestyle?! 

 

So what’s in it for the board? 

The board should ask his management team to benchmark the proportion of digitalisation of 

its sales and customer relationship versus its sector’s peers. Underperformance could be a 

symptom that the right digital capabilities are not in place, or be driven by other factors, that 

we will explore later in this document.  

The board should as well request quantitative and qualitative data about the attitude of the 

millennial generation towards its brand. A weak performance, across the competition, could 

go beyond just not being served well online, and be a warning a sign that more fundamental 

trouble can come in the years for its current business model. 

 

2. Technological evolutions, not only breaking down barriers to 

entry, but questioning established business models 
 

New technologies have ever played a pivotal role in the destruction and creation of whole 

new industries and businesses. The “industrial” age, through chemical, energy, manufacturing 

transportation, and many more, have bring us 200 years of growth. Most people expect at 

least as much from the “information” or “digital” age.  

 

The rise of IT can be traced back to the 70th. . Its purpose was to solve business problems, 

automating processes by collecting and processing information in a more efficient way that 

human beings could do. It relies on the set of technologies that have recently escaped the 

office cubicles, and reach a pervasive scale into the personal lives of half of the planet: 

Electronic devices that produce or receive content. Telecom networks, the “information 

highways” that transport this information. And Computer software, processing data at an 

unprecedented scale and speed.  

 

40 years of Moore’s Law compound interests now makes it cheap to create and distribute 

services digitally, thus reducing barriers to entry for a new breed of competitors : “Software 

is the new hardware”, but as well the new Retail (Amazon), the new Telephony (Skype), or 
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the new Payment systems (PayPal): Open Source and Cloud based/SaaS sales models allow 

startupers, arguably from the back of their “garage”, to access professional grade applications 

for free, or on a pay per use basis that will only scale up as revenues goes up (vs. a hefty initial 

capex investment). Internet giants kindly offered access to some of their key industrial assets 

via the use of API (think of them as Lego building blocks that 3rd party businesses can re-use 

for their own services, without having to invest time and resources to build them themselves), 

cleverly reaching at the same time an even larger scale that they could organically do with 

just their own branded services, and stepping in the value chain of many sub industries at –

again- a marginal incremental cost for them. If you have not yet read Amazon Jeff Bezos’s 

internal memo on that topic, it’s worth a minute of your time, and while you do so, to 

remember that this comes straight from a non-techy CEO but as a way to shape its company 

culture.  

 

But behind these well known facts, comes now the most powerful part of the story: the 

evolution of digital technologies make relevant a different set of business models. Let 

explore together the concept of the “sharing economy”. Accor, the largest European hotel 

group, started their online presence like many big corporations, creating a web site for 

branding, sales and customer relationship purpose, next to their pre-existing channels. AirBnB 

had a very different take on the same fundamental market need, i.e. finding a bed for a night: 

they created their digital presence as a marketplace where flat owners would offer a spare 

room to guests. Instead of buying real estate or running hospitality operations, they took yield 

management into the peer to peer world, and at the scale of the planet. Similarly, Fidor bank 

have replaced the traditional support service by online forums, where its most savvy customers 

are cleverly incentivised to support the most struggling ones. 

 

Essentially, what this new breed of disruptors is really doing is simply re-addressing a market 

from scratch, and not only with the new digital superpowers we’ve explored previously, but 

with a different business model that takes into account the new deal of the digital age. Very 

importantly as well, as we’ll explore in a minute, without having to deal with the potential 

“cannibalization” impact on a legacy, or comfortable established revenue line or profit 

margin, as it can be a powerful demotivator for change.  

Because of the specificities of each individual industries, they didn’t come ripe for disruption 

at the same time, so the ”cannibals” have been given different names, even if the are the 

symptom of the same phenomenon at play : “biotech” 30 years ago in the pharmaceutical 

sector, “over the top” 15 years ago in the telecoms, and now “fintech” for financial services: 

Even governments faced a new kind of opponents with the rise of terrorism post WWII, 

against which a traditional army wasn’t the best answer. 

 

What the board should ask his management team is for an un-complacent re-assessment of 

their product portfolio and associated business models, to identify the ones at a potential risk 
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of disruption. Hear Richard Branson in 2013, 10 years after having sold Virgin Megastores: “I 

must admit I took the decision to sell shortly after the launch of the iPod, which allowed to get 

music from the internet. What would come was obvious, and it was going to be a revolution”.  

Good CEOs for sure can have the vision, but they need boards that enable them to, 

temporarily, mute the short term profitability objectives, and allow them to step into risky 

new growth ventures, that will, in the short term, cannibalise very comfortable revenues or 

margin business lines 

Conversely, such business review should look for adjacent services becoming more accessible 

to them, as Telecom companies did with the “mobile money” opportunity : Less than 10 years 

after launching MPesa initially in Kenya, where it accounts for 20% of its local operations 

revenues, Vodafone scale it up globally to a 350 million £ revenues line. This electronic money 

transfer service was born from the idea that the billing infrastructure of telecom companies 

could as well support a traditional financial service of peer to peer payments 

Transforming your business organisation beyond People, Process, and 

Tools 
 

Here comes the biggest challenge for your leaders : It is not only your customer behaviours 

and expectations that are changing, but as well the ones of the people working in your 

companies, your employees: Gen X started bringing new digital tools in the workplace, often 

with a mixed aftermath (Atos banning internal email, Amazon ban on PowerPoint). Gen Y 

expect more fundamental changes in their employment relationship, for those still following 

a classical employment path:  In the same way they find it natural to have free and immediate 

access to all the information they want, they expect the same transparency attitude within 

the corporate world. They want to be part of the decision making, to do work that matters 

and that have an impact to the wider world: For companies who realised the new generation 

workforce aspirations, and that new competition comes from all angles, the next step is often 

to re-shape whole parts of their organisations practices, so it fosters and supports an “intra-

preneurship” mindset.   

 

This sometime means adjusting a company leadership and management culture, with leaders 

who are accountable to their employees, not holding, but distributing the information, and 

the responsibility to make decisions, giving “freedom within boundaries”: Google internal 

practices reflects these values. As an employee your quarterly business objectives are 

accessible to anyone from your intranet profile. And their “intra-preneurship” policy of giving 

employees 20% of their time working on personal project is world famous, even if insiders are 

mocking that it’s actually based on a 120% working time. L’Oreal built a digital transformation 

program in 2011, featuring a “reverse mentoring” scheme, where younger, digital native 

employee are “coaching” more senior executive so they eventually “get” the digital world. 

Later on, the variant for the executive committee members featured building pairs of 
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mentors/mentees mixing L’Oréal senior staff with digital pure player’s employees from Google 

and Facebook.  

 

Your executive leaders are certainly well aware of the various organisational tactics they can 

use: The transitional roles of Chief Digital or Data Officers, the “Agile” organisational 

structures vs. functional departments, the key relationship between the CMO and the CTO. 

And they sure know that sometimes, cultural change comes better in an non-organic way : 

Hear the fascinating of Tesco , who made the acquisition of BlinkBox, a film and music 

streaming service in 2011, and sold it 3 years later, with a net loss of 40m. What they have 

earn in the process is a dramatic change in the way they operate the digital aspect of their 

retail business: Michael Comish, who was BlinkBox CEO, started sitting at the executive 

committee in 2013 as Chief Digital Officer. He dramatically revamped some key parts of the 

organisation, creating 7 digital distribution product lines organised in typical “Agile” way. 

They were mostly staffed with new hires, so a new breed of digital native managers mingles 

with the rest of the traditional retail business lines, running each product categories. Even 

more importantly, and directly inspired by the way Facebook or Amazon operates, he turned 

what was a monolithic IT/IS product roadmap into 41 different business processes, 

interconnected via the use of API, thus allowing each of them to progress at their own speed, 

drastically reducing the pace of its evolution cycles.  

 

M&A or a corporate VC are a very classical way of bringing change to a business, but lighter 

approaches exists as well to extend collaborative work, not only within company, but to the 

outside world, through an ecosystem of partners or clients. Startups “accelerator” programs 

are another light form of leveraging the digital ecosystem, than can fall as well in this “open 

innovation” approach: MasterCard, Lloyds and Rabobank partnered with Startupbootcamp 

in London, a digital start-up accelerator specialised in the FinTech sector. This allow them to 

screen, with the support of 200 mentors bringing their various backgrounds and expertise into 

the final selection, 400 innovative product or services per year: A cheap and clever way of 

staying on top of future threats and opportunities, detect potential new suppliers, or 

acquisition targets. In the latter case, Wayra, which is Telefonica’s program, goes one step 

further: By requiring the startup CEO to sit for a year in the same office than the internal 

business sponsor of the acquisition, the chances of the expected corporate synergies to 

materialise are higher, and Telefonica’s leaders get to touch and feel the entrepreneurial way 

of working on a daily basis. 

  

In a now classic TED talk about how schools kill creativity, Sir Ken Robinson makes the case 

that the education system we bring our children is outdated, because it was designed 

specifically for the needs of the industrial age: We need, along the same lines, similar changes 

in our business organisations to be fit for the information economy and to make the most of  

the digital native workforce : I’m sure you remember the Hudson river plane crash back in 

2009 following an incident at take-off, but you may not have listened yet to the recording (4 
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minutes audio link) of the conversation between the pilot and its flight controller : Think of it 

as a powerful illustration of the inversion of managerial hierarchy in a situation where the 

craftsman knows better than the manager. Now ask yourself this question: Does your 

organisation supports such behaviours? 

 

What board members already know, through numerous researches, is that that employee 

satisfaction has a direct impact on financial profitability: The next step is to come to realise 

that their “Employer brands” as became as important for the future of their business than 

their “Product brand”, to keep attracting the best talents of tomorrow.  

Board should as well question their management if the pace of delivery is consistently falling 

behind the competition, as it may be a sign for the need of a change in the internal culture or 

organisation. British government “Digital by default” strategy dates back from 2010 and the 

headline was “revolution, not evolution”. Living and working in the UK for the last few years, 

I can witness than even governments, arguably not as agile as businesses, can successfully 

execute a dramatic change if it comes from the top and if its execution is well managed. 

 

So what’s in it for the board? 
 

At this stage, the multiple meanings of “Digital” should be more connected to fundamental 

pre-existing concepts that we all know: Digital is evolution of IT. Social network is just “word 

of mouth” at scale, and “Big data”, the decision making process of the human brain on 

steroids. 

But from the perspective of businesses strategies and long term profitability, the implications 

as we’ve just seen can be very radicals: BioTech started 30 years ago, with the first steps of 

DNA sequencing that were made possible by the rise in computing power, database 

capacities, and software analysis. It ended up in splitting the traditional pharma value chain 

into two, eventually, complementary parts: On one side, a very fragmented and agile one, 

with hundreds of startups and small labs focusing on a wide range of new ideas, approaches, 

and opportunities. And on the other, more consolidated side, the legacy big pharmaceutical 

companies, focusing on what needs scale and cost efficiencies to deliver: testing the drugs, 

producing, and distributing them physically. 

Arguably, “innovation” and “operational efficiency” are rarely attributes attached to the same 

company: But for the businesses who don’t want to make a choice among them, the time for 

a business transformation may need to come, overseen by a digitally savvy board, so their 

executive team have the support to make their businesses fit again for the new digital deal. 

I’d now love to hear your thoughts, get in touch at francois.blanc@foundersbasecamp.vc 
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