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“The billion-pound misunderstanding is not that
technology matters too much. It is that business

transformation has been allowed to matter only in
the preface.”

1. The Digital Programme That Preserved the Old Business

The board approved a £180 million digital transformation. Eighteen months later, the
organisation had a redesigned website, a smartphone application, a customer-data
warehouse and a new campaign-management system. The programme had delivered
most of its technology milestones.

The customer still had to complete eleven steps to buy the core service.

Prices were still changed through a monthly committee. Contact-centre staff could see
online activity but could not act on it. The mobile application allowed customers to
begin a request, but the final decision still depended on a paper form and a back-office
queue. Digital traffic rose sharply while completion rates barely moved. Telephone calls
increased because customers used the new channels to discover that the old process
remained intact.

This is the billion-pound misunderstanding at the centre of many current digital
programmes. Organisations are investing in big data, mobile channels, social
engagement and customer-experience platforms as if digital disruption were primarily
a technology problem. They are receiving technology solutions in return.

The organisations creating real advantage are asking a different question: not “Which
digital capabilities should we install?” but “What would we have to change about how
this business creates, delivers and captures value?”

2. The Misdiagnosis

Technology is highly visible. A new channel can be demonstrated. A data platform can
be procured. A programme can count releases, users and migrated records. These
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outputs make digital investment legible to boards accustomed to approving systems.

Business-model change is less comfortable. It forces decisions about price, channel
conflict, customer ownership, operating cost and the work that should disappear. It
crosses divisions whose targets may oppose one another. It can threaten revenue
before replacement revenue is certain.

The predictable response is to declare a digital ambition while protecting the
underlying business from disturbance.

That produces four common substitutions:

• A new channel substitutes for a new proposition. The existing service is placed
online without reconsidering why customers would choose it.

• Customer data substitutes for customer decisions. More information is collected,
but authority to change an offer, process or service remains unchanged.

• A digital front end substitutes for end-to-end redesign. The visible interaction
improves while fulfilment continues through old queues, controls and hand-offs.

• A technology roadmap substitutes for strategic choice. The programme sequences
platforms and releases without deciding which market position they are meant to
create.

The mechanism is straightforward. When digital is governed as technology, the
organisation optimises the part owned by technology. The website becomes faster, the
data becomes larger and the campaigns become more precise. But the proposition,
economics and operating model remain outside scope.

A digital channel can expose a broken business model more quickly; it cannot repair
one by presentation alone.

3. Evidence from the Value Chain

A digital investment should be tested across the whole path from customer need to
economic return.

Consider a composite service organisation. It spent £24 million on online acquisition
and customer analytics. Visits increased by 41 per cent and the cost of placing a
targeted message fell. Yet only 7 per cent of visitors completed a purchase, compared
with an expected 12 per cent. Analysis showed that customers abandoned when asked
to provide information the organisation already held, then abandoned again when a
quoted price could not be confirmed immediately.

The programme proposed further improvements to page design and targeting.

The economic problem lay elsewhere. Product rules were maintained by three business
units. No single person could simplify the application. Pricing authority sat in a monthly
committee because channels were measured separately and feared undercutting one
another. Back-office checks had been designed for paper correspondence and were
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performed in batches.

The technology generated evidence. The business was not organised to act on it.

The difference matters because digital economics compound across the value chain.
Better acquisition has little value if conversion remains poor. Higher conversion can
destroy value if fulfilment cost rises. Lower service cost can damage retention if
customers lose trust. A digital business case must therefore connect customer
behaviour, operating work and financial consequence—not report channel usage as an
end in itself.

4. The Strongest Case for Technology First

There is a serious argument for beginning with technology.

Many organisations cannot change their customer proposition because their systems
are fragmented, data is inconsistent and release cycles are too slow. A common
customer record, more flexible integration and stronger digital channels may be
prerequisites for any later business redesign. Technology investment can also create
options whose value cannot be calculated fully in advance. Waiting for complete
agreement on a future business model may preserve paralysis.

This argument is valid. Legacy constraints are real, and infrastructure cannot be wished
away by strategy.

But “technology first” must not become “technology alone”. A foundation has value only
in relation to the choices it enables. If the organisation cannot name those choices, it is
not building a foundation; it is accumulating capability without a theory of use.

The practical distinction is whether business decisions are coupled to technology
releases.

If a customer-data capability is funded, who will decide which service rules change
when the data reveals avoidable demand? If a mobile channel is launched, which
fulfilment steps will be removed rather than merely concealed? If real-time information
becomes available, which monthly decision process will become faster? Without
corresponding commitments, the technology roadmap carries all the certainty while
business transformation remains an aspiration.

5. Three Investment Choices

Boards effectively face three options, though programmes often blur them.

Option What it changes Principal value Principal risk

Channel
modernisation

Customer interface Access, convenience,
reach

Digitises
existing friction
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Option What it changes Principal value Principal risk

Technology
foundation

Data, integration, release
capability

Future flexibility and
lower technical
constraint

Capability
without
adoption

Business-led
digital
transformation

Proposition, process,
economics and enabling
technology

Competitive position and
structural performance

Greater
organisational
disruption

Channel modernisation is appropriate when the proposition is sound and the operating
process can support increased demand. It should be described honestly as channel
improvement, not transformation.

Technology foundation is appropriate where known constraints block several strategic
moves. It requires explicit business options, measures of reuse and staged
commitment. Otherwise the programme may produce an expensive asset that each
division works around.

Business-led digital transformation is required when customer expectations,
competitor economics or new routes to market challenge the present model. It is the
most demanding option because it changes authority, incentives and work as well as
systems. It is also the only option that deserves the word transformation.

The recommended position is not to reject channel or foundation investment. It is to
place both inside a business transformation thesis.

6. The Business Transformation Thesis

Before approving a major digital programme, the board should require a concise,
testable account of four changes.

1. Customer choice. What new reason will customers have to choose, stay or spend
more? Faster access to an unchanged proposition is not enough.

2. Economic mechanism. Which revenue, cost, capital or risk driver will change, and
through what causal chain?

3. Operating consequence. Which work, decision, hand-off or organisational
boundary must change for the value to appear?

4. Technology enablement. Which capabilities are necessary to support those
changes, and which can be deferred until evidence justifies them?

This thesis should fit on a few pages. Its purpose is not to predict every outcome. It is
to prevent the technology plan from becoming more precise than the strategy it serves.

For the composite service organisation, the thesis might state:

• Customers will complete the service in one interaction rather than begin online
and finish by telephone or post.

• Removing duplicate information requests and batch checks will lower handling
cost per completed sale.
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• One accountable business owner will control the end-to-end application and
pricing rules across channels.

• Customer data, rules management and channel technology will be released in
stages against measured changes in conversion and handling effort.

This is a transformation proposition. The website, data and mobile components now
have roles inside an economic and organisational design.

7. Governance Must Follow Evidence

Conventional programme governance asks whether technology scope, cost and
schedule remain on plan. Digital transformation governance must also ask whether the
business thesis is surviving contact with customers and operations.

Funding should move through evidence gates.

7.1 Early evidence

Test whether the customer behaviour or market response exists. A limited release,
prototype or controlled offer may reveal more than a large requirements exercise.

7.2 Operating evidence

Trace the full service journey. Measure waiting, rework, hand-offs, exceptions and calls
generated by digital interactions. This prevents front-end improvement from hiding
back-end cost.

7.3 Economic evidence

Connect changed behaviour to financial consequence. Additional visits are not value.
Completed sales, retained customers, reduced servicing work or improved risk
decisions may be.

7.4 Scaling evidence

Before wider investment, confirm that decision rights, capacity, supplier arrangements
and performance measures support the new model. Scaling demand into an unchanged
operation simply scales failure.

At each gate, the board should be able to continue, alter or stop. This is not uncertainty
disguised as weak planning. It is discipline appropriate to a field in which customer
behaviour and competitive response cannot be specified fully at the outset.

8. Measures That Reveal Transformation
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Digital programmes often report what their tools can count. Those measures are useful
but incomplete.

Activity measure Transformation measure

Website visits Completed customer outcomes

Application downloads Active use that changes channel behaviour

Data records consolidated Decisions improved or automated

Campaign response Profitable acquisition and retention

Features released Process steps, waiting and cost removed

No single measure proves transformation. Together, however, these shifts prevent the
board from mistaking digital activity for business value.

The important principle is that every digital measure should have a line of sight to
customer behaviour, operating work or economics. If a programme cannot draw that
line, the measure is diagnostic at best and decorative at worst.

9. Recommendation: Move Digital Accountability to the Business
Model

The recommendation is clear: major digital programmes should be owned and
governed as business transformation, with technology as a necessary partner rather
than the defining scope.

That requires three immediate changes.

• Give one executive accountability for the customer outcome and its economics
across channels and functions.

• Approve investment against the business transformation thesis, with technology
releases and organisational changes bound to the same evidence gates.

• Measure value end to end, including customer completion, operating effort and
financial result—not only adoption of the new technology.

Technology leadership remains essential. Data quality, architecture, security, resilience
and delivery capability will determine what is feasible. But feasibility is not strategy, and
installed capability is not advantage.

Digital disruption is changing how customers compare, choose and expect to be
served. It is also changing the economics available to organisations that can remove
delay, personalise intelligently and connect channels. Those changes create an
opportunity only when the business is willing to reorganise around them.

A digital programme that leaves the proposition, decision rights and operating model
intact may still produce excellent technology. It should not be surprised when it also
preserves the old performance.
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The scale of current investment makes clarity urgent. The billion-pound
misunderstanding is not that technology matters too much. It is that business
transformation has been allowed to matter only in the preface.


