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The New Era of Digital Transformation

Executive Summary

An evolution is underway as enterprises shift their

technology investments from digital transformation Digital transformation has been primarily

to running a digital business. about transforming the business: using
technology to solve problems in HR,

> Initiatives are increasingly oriented around business operations, marketing, etc.

value rather than technology outcomes. , : ;
Many enterprises are now evolving their

focus away from transforming the business to
using digital technologies to deliver clear and
measurable business value for competitive
advantage. They will continue to execute
digital transformation on an ongoing basis,
but they are transitioning their focus to
running a digital business.

> Innovation is often key to achieving business value
and gaining a competitive advantage.

> To sustain innovation, organizations need a strong
foundation of culture and technology, as well as
an efficient process starting with ideation and
including measurement.

—IDC InfoBrief, sponsored by Red Hat and Inte N 3
-— October 2022 | Doc. #US49719422




The New Era of Digital Transformation

Running a Digital Business Is the New Imperative

IDC often hears business and IT leaders share the belief that we are now living and competing in a
digital-first world. Customers, partners, and employees are seeking digital-based capabilities and
enhancements to improve their lives and achieve desired outcomes.

Which of the following statements best describe where your organization is when it comes to adopting a digital-first strategy?

Responding to the pandemic forced us to quickly shift to a

digital-first strategy which we continuetoextend ... ... 58% of enterprises say they already

are pursuing a digital-first strategy.

Our organization recognized this prior to the pandemic and had
already changed our technology and business priorities ......................

Digital business: An organization that
creates quantifiable business value directly
from or enabled by digital technologies.
Digital technologies may be used for:

Disruptions of the pandemic highlighted the need for a
digital-first strategy which we are starting to execute ...

Disruptions triggered by the pandemic highlighted the need

to shift to a digital-first strategy, but we are still figuring out how ... » Internal processes

Customer experience

We see no need to adopt a digital-first strategy ...

| 2
» Products and services
» Partnerships

n =798, Base = all respondents, Note: Managed by IDC’s Quantitative Research Group. Source: IDC’s Future Enterprise Resiliency & Spending Survey, Wave 1, February 2022
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The New Era of Digital Transformation

The Shift to Digital Business Is Driven
by Revenue

What portion of your organization's revenue will come from digital

products or services (i.e., ecommerce, digital advertising, mobile app, Digital technology drives revenue.
data analytics service, etc.) in 2022 and in two years (2024)? We are nearing a tipping point at which more than

half of enterprise revenue will come from digital.

Organizations that say digital innovation is
the most important component of their overall
digital business have already reached that point.

IN2022...... ...

In2years (2024) ...................... For these organizationS,

n =391, Base = Vision section respondents, Note: Managed by IDC's Quantitative Research Group; data weighted by country GDP;
use caution when interpreting small sample sizes. Source: IDC’s Future of Digital Innovation Sentiment Survey, July 2022

81% digital is currently responsible for
s 51% of their revenue,

%‘iﬂ growing to 61% by 2024.
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The New Era of Digital Transformation

Three Categories of Enterprise Technology
Investments Enable the Digital Business

N\ P 4
V4 N\
Innovative

Differentiating or disruptive technology
typically built in-house by the
enterprise

Distinguishes market leaders
from laggards
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Competitive

Critical technology to remain competitive
and contribute to the bottom line, such
as a retailer’'s ecommerce platform

Often built from off-the-shelf products
and services with some customization

Foundational

Enabling technology such as enterprise
resource planning (ERP), customer
relationship management (CRM),

or HR systems

Processes such as DevOps on which
the business and important digital
deliverables are built

Often built from off-the-shelf products and
services that enterprises may customize
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The New Era of Digital Transformation

Important Outcomes from Digital Innovation in
Addition to Revenue

One indicator of the shift from digital transformation to running a digital business is in the types of
outcomes organizations achieve via digital innovation. In the era dominated by digital transformation,
digital investments often were designed around technology or process outcomes: cloud migration or faster
software delivery, for example. Now the outcomes are business-oriented, such as revenue growth or entry
into a new market.

Which of the following business outcomes have you achieved in the past
12 months via an innovative digital product or service?

Measurable efficiency increase ...
To get the most out of digital innovation,

Revenuegrowth ... .
think beyond revenue

Entered new market..................
Revenue is an important value derived from

digital innovation — but it’s not the only one.

Digital innovation should be regarded as an enabler
for efficiency increases, new market entry, improved
decision making, and defending against disruption.

Enabled data-driven decision making (internally)...............
Avoided disruption.................
Disruptedamarket...............................................

Created new partnerships.................................................

n =774, Base = all respondents, Note: Data weighted by country GDP; multiple dichotomous table, total will not sum to 100%;
use caution when interpreting small sample sizes. Source: IDC’s Future of Digital Innovation Sentiment Survey, July 2022
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The New Era of Digital Transformation

Guidance to Becoming a Digital Business

Despite digital transformation investments, companies face a number of challenges when pivoting to
become a digital business. Organizations must build efficient software development capacity to support the
ongoing delivery of digital capabilities that are designed based on data-driven intelligence. The evolution
must not only be tactical. It must also be strategic, oriented around the value to the business.

To spur your transformation into a digital business:

Automate to speed software delivery

Orient DevOps around business value, not just IT value

Build a culture of innovation

Adopt cloud-native technologies

C%
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The New Era of Digital Transformation
BECOMING A DIGITAL BUSINESS

Automate to Speed Software Delivery

A digital business needs to quickly deliver the capabilities that customers, the business and partners
demand — and that deliver the targeted business value that the organization requires. Automation, DevOps
practices, cloud-native technologies and the right culture all support fast time to value.

Which statement best describes your organization's approach to DevOps automation?

Declarative and policy-driven automation accelerates adoption of event-driven
applications using Kubernetes and/or serverless platforms that can be updated

Automation is key to a
on demand

mature software delivery
capability, yet more than
one-third are stuck in
the middle.

Communities of practice drive systematic scaling of automation, and teams begin
experimenting with operators and APIs to progress Kubernetes automation

When organizations adopt
automation techniques, they
are able to solve a number of
problems, freeing up software
developers to focus on building
software that delivers business
value. An efficient software
delivery process is crucial for
running a digital business.

Fundamental DevOps processes are automated to drive continuous delivery with
automated infrastructure and application provisioning; self-service portal usage

MATURITY

Teams share/reuse imperative configuration via infrastructure as code as well
as test automation

Individual teams adopt automation to drive continuous integration,
and open-source tools are influential

n =200, Source: IDC’s Accelerated App Delivery Survey, August 2021
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The New Era of Digital Transformation

BECOMING A DIGITAL BUSINESS

Orient DevOps Around Business Value,
Not Just IT Value

Beyond the IT value, to what degree do your DevOps/software delivery teams drive business value in your company?

M Current 2023
Only 16% say that their DevOps teams drive a high
m degree of business value in their companies.
38% However, organizations clearly recognize the
business potential of DevOps teams and expect a
notable shift in the short term. By 2023, 82% of
XD CIAE R oo R respondents expect their DevOps teams to drive
44% a moderate or high degree of business value.
This shift is key for organizations that want to derive

a larger portion of their revenue stream from digital.

Highdegree ... ... .

Low degree ... p— To enable it, organizations must implement tools
and processes that measure the right metrics tying
DevOps teams and their output to business value.
I 3%
Nodegree. ... ...
0%

n =200, Source: IDC’s Accelerated App Delivery Survey, August 2021
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BECOMING A DIGITAL BUSINESS

The New Era of Digital Transformation

Build a Culture of Innovation

Which of the following software innovation programs or initiatives does your organization have now?

An innovationteam ...

Internal program for beta testing either internal
processes or external products/services...........................

A formal process for moving ideas to reality ....................

Create and fill a chief digital officer position......................

X% free time for engineers to work on projects of their
choosing................... .

Intrapreneur program..............................
Incubator program (funding program for startups).............
University partnerships....................................................
Internal hackathons.................................
External hackathons....................................
CrowdSOUrCing ...

None oftheabove .. ... ... ... . . .

n =383, Base =tactics section respondents, Source: IDC’s Future of Digital Innovation Sentiment Survey, July 2022. n = 280, Source: IDC’s Future of Digital Innovation Survey, April 2021

=IDC

In 2021, 41% of enterprises had no
innovation programs or initiatives in
place. That dropped to just 1% in 2022,
indicating that organizations recognize

that innovation requires intention.

While there isn’t a particular formula of programs
that will work for every company, successful
digital innovators have structured innovation
programs with dedicated resources that

stem from an intentional innovation strategy
that’s considered a key pillar of the business.
Creating processes and initiatives that fit your
organization and its innovation strategy can help
foster a culture of innovation and enable the
development of innovative digital capabilities.
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BECOMING A DIGITAL BUSINESS

The New Era of Digital Transformation

%5 Adopt Cloud-Native Technologies

Despite cloud’s benefits, many applications persist in legacy environments

Relative to your total estate of custom-built applications running in a cloud environment, please estimate the
percentage of apps built/deployed using cloud-native development in 2021 and projected for 2022.

N 2021 2022
0%

1%

| K3
3%
12%
17%
21%
31%
16%
1%

Source: IDC’s Future Enterprise Resiliency & Spending Survey, Wave 5, June 2022
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The portion of respondents
who expected more than half
of their applications to be cloud
native nearly doubled in 2022
compared to the previous year.
Still, that represents only 16% of
respondents. Cloud-native apps scale
better, are more resilient, and allow
organizations to more quickly iterate.
These outcomes are key to running

a digital business.
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The New Era of Digital Transformation

The Future of Digital Innovation

Software-driven products and services can help achieve important business goals, but when that software

innovation becomes a value engine, it helps spawn new business opportunities, such as data monetization,
new partnerships, and entrance into adjacent markets.

The Digital Innovation Value Engine

A digital innovation value engine comprises three interdependent
core components:

The Innovation Foundation: At the center of the value engine is the innovation
foundation, comprising enterprise strategy, vision, and culture.

The Flywheel of Innovation: With the right foundation, companies can create

a self-sustaining process to deliver innovative and iterative digital capabilities that
support business outcomes. The flywheel starts with ideation and includes design,
build, and distribute functions. It requires measurement throughout the process
and on an ongoing basis, enabling data-driven decision making.

The Outcomes: A successful digital innovation value engine yields important
business outcomes that generate differentiation, invention, disruption, and value.

Source: IDC, 2022
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The New Era of Digital Transformation

Essential Guidance

Q Take stock of which elements of the Digital Innovation Value Engine your company has competency
with, and which ones need to be further built out:

© Culture is often the most difficult element of The Innovation Foundation to change. IDC research indicates that vocal
support from the C-suite is critical to ensuring a culture that doesn’t blame individuals for failure and that tolerates the
right level of risk.

0 For many organizations, the most difficult stages of The Flywheel of Innovation are at the beginning and end: ideation
and distribution, respectively. Creating a process for ushering ideas into reality is key, ensuring that good ideas don’t
go unnoticed or unrealized. Also, educating the organization on options for attaining value from internally built software,
including open sourcing it, offering access via APIs, or monetizing associated data, supports a smart distribution strategy.

Q Examine your level of software development efficiency and consider ways automation can improve
agility and accelerate business value creation.

Q Ensure that cloud-native adoption hasn’t stalled; identify barriers, such as skills shortages, and seek
solutions, including platform services.

@ Implement ongoing measurement processes so that you can make data-driven decisions, better
connecting technology development to targeted business value.
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The New Era of Digital Transformation

About the Analyst

Nancy Gohring
Research Director, Future of Digital Innovation, IDC

Nancy Gohring is research director for IDC’s Future of Digital Innovation market research service.
She focuses on software innovation programs in the enterprise and their potential to drive
efficiencies into corporate processes, generate new revenue streams, respond to customer demand,
and improve competitiveness. Her research examines ways that enterprises can best execute on
the four pillars of software innovation—plan, source, develop, and distribute —and highlights leading
enterprises that have developed successful new approaches to these competencies.

More about Nancy Gohring
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Message from the Sponsor

No matter where your company is at, Red Hat can help you achieve your digital transformation
goals through continued innovation.

Learn more about digital transformation, the open source way.

Red Hat is a leading provider of enterprise open source software solutions, using a community-powered
approach to deliver reliable and high-performing Linux, hybrid cloud, container, and Kubernetes technologies.
Red Hat helps customers integrate new and existing IT applications, develop cloud-native applications,
standardize on our industry-leading operating system, and automate, secure, and manage complex
environments. Award-winning support, training, and consulting services make Red Hat a trusted adviser

to the Fortune 500. As a strategic partner to cloud providers, system integrators, application vendors,
customers, and open source communities, Red Hat can help organizations prepare for the digital future.

Red Hat and Intel Partnership

Spanning more than 25 years, Intel and Red Hat’s long history of engineering achievements includes
advanced software-defined infrastructure and industry-standard platforms that improve datacenter agility
and flexibility. Together, Red Hat and Intel provide innovative and secure enterprise-level solutions that
help our customers gain a competitive advantage.

& RedHat | intel
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Q) IDC Custom Solutions

This publication was produced by IDC Custom Solutions. As a premier global provider of market
intelligence, advisory services, and events for the information technology, telecommunications,
and consumer technology markets, IDC’s Custom Solutions group helps clients plan, market, sell
and succeed in the global marketplace. We create actionable market intelligence and influential
content marketing programs that yield measurable results.
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