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Seizing the Internet of Things
Opportunity

Is Your Organization Ready?
Part 1

Editor’s note: The Internet of Things (loT) is the next wave of rapid revolution for companies
across industries. Seizing the loT opportunity will rely on a small pool of in-demand talent and
organization-wide readiness for change. This series will explore the people side of loT — the
types of leaders and skill-sets needed, the role organizational structure and culture play in fully
maximizing loT’s potential for the business, and how senior executives across industries are
addressing these issues in their own organizations.

Wristbands that track activity levels. Glucose monitors implanted in the
skin. A supply chain optimized to respond to real-time customer demands
instead of forecasts. Even just a decade ago, these applications were more
hypothetical concepts than imminent possibilities. Today, the Internet of
Things (loT) — the connection of devices to the Internet and to each other,
capturing and sharing information — is reality. It is also a game-changing
opportunity for nearly every industry. According to business leaders such as
Kevin Ichhpurani, executive vice president and head of business develop-
ment and strategic ecosystem at SAP, “The Internet of Things is more
disruptive than the advent of the Internet itself.”

The potential is indeed staggering: Some estimates suggest that loT will add
$15 trillion to the world economy over the next 20 years and, according to
McKinsey Global Institute, it could create an annual economic impact of
$3.9 trillion to $11.1 trillion by 2025. For organizations ready to seize the op-
portunity, loT could mean:

> The creation of new products, services and avenues for growth;

> Shifts in existing business and formation of new business models and
value chains;

> Dramatic increases in efficiency that yield significant cost savings;

> Early detection of potential problems, enabling intervention before
issues escalate; and

> Access to new data for more insight-driven decision-making.
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At some companies, loT is already
part of the current strategy; for oth-
ers, loT could represent a seismic
shift in how they do business. The
level of adoption and readiness var-
ies by industry, and the pace of
adoption can be limited by a num-
ber of factors, including insufficient
investments in technology infra-
structure, shortage of talent to lead
and implement |oT strategies, orga-
nizational culture misalignment,
and lack of board understanding of
the opportunity.

One of the first steps for compa-
nies that are exploring the possibil-
ities of 10T is ensuring there is a
strong foundation at the enterprise
level for 10T efforts. Companies
that are best positioned to pursue
loT opportunities have organiza-
tional structures that maximize
new talent and capabilities and a
culture that enables them.

WHERE IS 10T ON THE
ORGANIZATIONAL RADAR?

The capability to deploy 10T on a
large scale did not exist until recent-
ly, but it has rapidly captured the at-
tention of the C-level at many organi-
zations. Dirk John, partner with
McKinsey & Company and previous
head of innovative technology at
Siemens, has observed how loT has
quickly become part of the CEO’s
agenda. At SAP, |oT is one of the
company’s top five priorities and the
board is heavily involved in related
strategic and investment decisions.

Although senior executives and
boards have become aware of loT,
there is not a consistent “owner.”
Unlike the establishment of chief
e-commerce roles in the 'gos, there
has not been a wholesale creation of
dedicated loT roles at the C-level.
Where |oT sits in the organization
varies by industry and each organiza-
tion’s unique strategy for it. Zebra
Technologies, which builds tracking
and visibility technologies and solu-
tions for a range of industries,

Estimated Annual Economic Impact
$3,900,000,000,000
to
$11,100,000,000,000

72025

*¥ "Unlocking the potential of the Internet of Things,” McKinsey Global Institute, June 2015.
www.mckinsey.com/insights/business_technology/the_internet_of_things_the_value_of_digitizing_the_physical_world

established a task force to under-
stand how loT would change things
for its customers and partners,
which ultimately led to the develop-
ment of the company’s new growth
platforms group. To expand into
wearables and fitness-focused tech-
nology, sports apparel brand Under
Armour has acquired app companies
and established one of the founders
as the overall organization’s chief
digital officer, a role that includes
responsibility for heading loT efforts
given his deep expertise.

In the automotive industry, loT is
typically defined as “connectivity,”
with different departments and
leaders dedicated to its various as-
pects, from research and innovation
centers to standalone connected
car functions. “We define connectiv-
ity in three ways: Built-in, beamed
in and then brought in,” said Don
Butler, executive director of con-
nected vehicles and services at
Ford. “Delivering on the customer’s
experience and maximizing these
facets of connectivity requires a
truly integrated organization inter-
nally that can plan across different
skill teams in a cohesive way, but
then also provide that business/
enterprise perspective on the in-
vestment and how we're going to
get our return on that investment.
It's beyond a marketing project. It's
beyond a product development
project. It's beyond an IT project.”

For many organizations, 1oT’s vast
reach requires that a number of
leaders own different pieces. For ex-
ample, the CTO oversees the IT ser-
vice delivery component, the COO
owns manufacturing and
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operations, and the CFO plays an
integral role given the intersection
of finance, technology and opera-
tions. In these shared leadership
structures, the chief digital officer
is often charged with developing
and driving the strategy of |oT, in-
cluding thinking through the big
data implications.

“We ended up moving the loT
business under our platform

group recently, but quite frankly,
regardless of where it sits, it is very
cross-functional in nature,” said
Ichhpurani. “Development needs

to be part of this. Your core appli-
cation business, your analytics, your
platform technology business, R&D
and sales are all parts of it. In
addition, the partner ecosystem is
really critical because you cannot
deliver an end-to-end offering
without orchestrating the eco-
system.” This type of cross-
functional engagement presents

a significant leadership challenge
(which we will explore further in the
second part of this series), requiring
leaders not only with exceptional
collaboration and influencing skills,
but also the ability to blend these
“soft” skills with technology, strategy
and implementation expertise.

THE ORGANIZATION’S
CULTURE: HELPING OR
HINDERING 10T ADOPTION?

An organization’s culture is a power-
ful force. A healthy culture that is
aligned with the strategy can spur
innovation, while a misaligned cul-
ture can inhibit it. Many loT initia-
tives require organizational cultures
that are open and flexible to support

“Delivering on the customer’s experience and
maximizing these facets of connectivity requires
a truly integrated organization internally that
can plan across different skill teams in a cohesive
way, but then also provide that business/enterprise
perspective on the investment.”

DoN BUTLER
EXECUTIVE DIRECTOR OF CONNECTED
VEHICLES AND SERVICES AT FORD

innovation and collaboration. At the
same time, loT presents an interest-
ing paradox: organizations need to
be more open to sharing ideas and
information while being incredibly
vigilant about data security.

Beyond balancing these opposing
needs, organizations that are best
positioned to succeed in loT have
cultures that are agile and oriented
toward rapid learning and iterating.
“It's a dynamic environment,” said
Butler. “A principal challenge is
adapting and modifying our process
to incorporate advances — in this
case, smart connectivity, with speed
and nimbleness — while also main-
taining the rigor necessary to ensure
quality, which deals with issues such
as safety, data security and privacy.”

Exploration and creative thinking
are vital cultural traits in a space
reliant on forging new ground and
where many applications have yet
to be discovered. Dave Chase,
founder of Rosetium, a healthcare
consultancy, and former CEO and
founder of Avado, developer of
cloud-based patient relationship
management tools which was ac-
quired by WebMd, has found that
bringing in outside leaders can

inject the organization with a spirit
of exploration and creativity. Kurt
Mueller, chief innovation officer

of PulseCX, a healthcare marketing
agency, has observed the practice
of going outside the industry to
invigorate the culture in the phar-
maceutical sector. “I think the cul-
ture has to change,” he said. “We're
already starting to see turnover
because, especially in big pharma,
there’s a standard response of ‘no’
or ‘we can’t do that,” and CEOs and
boards are tired of hearing that.
Organizations are now tapping
younger executives and executives
from different backgrounds with
innovative companies.”

SanDisk established a “business ac-
celerator” to house projects that
don't fit into specific business units,
as well as to inspire a spirit of experi-
mentation throughout the organiza-
tion. “Before you start with hiring,
you need to have an appetite to have
a few projects running in your own
company that are tangential or
maybe even totally new that haven’t
been done before in order to incu-
bate completely new technologies
and solutions,” said René Hartner,
vice president of corporate business
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Many loT initiatives require organizational cultures that are open and flexible
to support innovation and collaboration. At the same time, loT presents an
interesting paradox: organizations need to be more open to sharing ideas and
information while being incredibly vigilant about data security.

development at SanDisk.

Innovative talent also tends to excel
in more “flat” environments, where
there is less emphasis on authority
and where ideas from every level of
the organization are welcomed.

According to John, it can be helpful
to create a separate incubator envi-

ronment for loT solutions, especial-

ly when the broader organization
has a more hierarchical structure.

As with digital, loT talent can skew
younger than traditional senior
leaders. The traits of the next gen-
eration may require a shift in cul-
ture observed Raj Batra, president
of the digital factory division at

Siemens USA. The younger genera-

tion of talent wants meaningful

work, autonomy and career growth.

He says Siemens is adapting to
meet these needs, inspiring a shift
in the organization’s culture to-
ward greater flexibility to accom-
modate talent accustomed to
working in a virtual environment.

LAYING THE GROUNDWORK
FOR IoT SUCCESS

The loT stands to revolutionize in-
dustries and represents an enor-
mous opportunity for growth. Before
embarking on full-scale efforts, how-
ever, organizations need to deter-
mine how loT fits within the organi-
zation and how it aligns with the
existing culture. Clear ownership of
loT, commitment across the enter-
prise, and a culture that fosters inno-
vation and collaboration are integral
to its success. In order to create this
foundation, many organizations will
need to change how they work, think
— and lead.

Part 2 of the series examines the
leadership skills that are vital to seizing
loT opportunity. Part 3 explores the loT
talent landscape and ways to build a
long-term talent pipeline.
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ABOUT SPENCER STUART’S DIGITAL TRANSFORMATION PRACTICE

Spencer Stuart’s Digital Transformation Practice has more than 60 members with experience
across multiple industries, functions, geographies and specialties. We've conducted more
than 500 digital searches for a wide variety of evolving functional and digital leadership roles,
including chief digital officers, digital board directors, chief technology officers, chief content
officers and chief product officers. Digital forces demand nimble organizations and leaders
who can drive change. We help clients to define and address the leadership, organizational
and cultural issues they are facing in areas as diverse as Big Data, Mobile Payments, Internet
of Things, Social Media and E-commerce.

ABOUT SPENCER STUART

At Spencer Stuart, we know how much leadership matters. We are trusted by organizations
around the world to help them make the senior-level leadership decisions that have a lasting
impact on their enterprises. Through our executive search, board and leadership advisory
services, we help build and enhance high-performing teams for select clients ranging from
major multinationals to emerging companies to nonprofit institutions.

Privately held since 1956, we focus on delivering knowledge, insight and results through the
collaborative efforts of a team of experts — now spanning 56 offices, 30 countries and more
than 50 practice specialties. Boards and leaders consistently turn to Spencer Stuart to help
address their evolving leadership needs in areas such as senior-level executive search, board
recruitment, board effectiveness, succession planning, in-depth senior management
assessment and many other facets of organizational effectiveness.

For more information on Spencer Stuart, please visit www.spencerstuart.com.
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