Why successful digital
officers don’t always have
“digital” in their title

CEOS Often Seek to Digital is everywhere these days. It's the underpinning for increasing customer engagement,
L. driving efficiencies in a company’s operations, and shifting mind-sets to enable organizations
accelerate d Ig Ital to increase their agility and speed of innovation. Digital’s prevalence and prominence
. explain why companies are considering hiring a chief digital officer (CDO) to ensure
tra nSformatlonS by they are doing everything possible to harness it. A 2018 Strategy& survey found that
add | ng a Chief d Igltal 21% of companies have a CDO in place, up two percentage points from 2016."
Still, the fact that nearly four-fifths of companies don't yet have a CDO highlights the
Ofﬁ cer. BUt there area lingering confusion surrounding what digital leadership should look like at tech-enabled
: companies, including which leadership roles create real value in a digital-driven market. That's
num ber Of q uestions understandable. Business needs continue to evolve faster than ever, and many companies may
they ShOUld ask ﬁ rst, a nd be trying to gain more clarity on how a CDO could complement their current team of senior
.. executives, which can include a CIO, CTO, chief innovation officer, and CMO, among other
several models of d [o] ital roles. Since digital is far more than technology—it encompasses new experiences, ways of

working, and business models—finding a single, all-encompassing digital leader can be like
hunting for a unicorn; the chart on page 2 shows how some of these roles overlap today.

leadership to consider.

Throw in vastly different priorities depending on a company’s digital maturity and
industry—for example, an online retailer versus a manufacturer—and it's no surprise that
companies are struggling to determine how a CDO could elevate their digital game.

However, the first thing CEOs and boards must recognize is that hiring someone with the CDO title
may not be the only or best way to achieve their digital goals. Defining the right digital leader or
leaders and getting them in place should be shaped by the company’s unique needs. To further
explore how several top organizations are tackling the digital leadership challenge, Heidrick &
Struggles conducted in-depth interviews with business leaders at companies that are far along in
their digital acceleration journey. Their examples can be helpful to CEOs and boards trying to find
the right organizational model and executive talent to shape and execute their digital agenda.

1 Pierre Péladeau and Olaf Acker, “Have we reached ‘peak’ chief digital officer?” strategy+business, March 26, 2019, strategy-business.com.
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Overlapping responsibilities among senior technology executives

CDO?

Customer experience

CDataO/CAIO?

CPO/CInn0O’

Operations

Technology

New products User experience Data/analytics Software/services

1 Chief product officer/chief innovation officer
2 Chief data officer/chief artificial intelligence officer
Source: Heidrick & Struggles

Digital acceleration and the CDO

Several factors have made the focus on digital more urgent. Radical industry shifts, such as the rise The tech executives we talked
of mobllle optionsin transpor‘tatlon, require a renewgd f9cus on technology to stay compgtltlve. with all highlighted the need
The leap in customer expectations related to personalization, convenience, and speed requires

a more complex engagement strategy across channels, bringing data and analytics to the fore. to elevate technology froman

Further, a company may seek to diversify its service offerings, adapt its business model, and invest enabler to an integ ral part of

in innovation to boost its competitiveness. Digital is core to all of these efforts. business strategy. They believe
No two companies start a digital journey with the same strengths and needs, but they all follow a it's imperative for organizations
similar path. Heidrick & Struggles analysis has identified five common stages of digital acceleration, to move beyond incrementalism

shown in the chart on page 3.. Understanding where a company falls on this continuum has a
huge influence on the type of digital leadership it should be seeking to add or strengthen. For
example, executives often hire a CDO when they realize their company has fallen behind the
competition on digital maturity and capabilities—a stage we refer to as digitally embarking. Since
these organizations are so early in their digital journeys, they rarely have a C-suite leader with the
necessary expertise to manage digital innovation. In addition, their IT function often isn't up to the
task of supporting business strategy, particularly when undertaking a transformation.

and use digital to fundamentally
change how they operate.

Indeed, the tech executives we talked with all highlighted the need to elevate technology from
an enabler to an integral part of business strategy. They believe it's imperative for organizations
to move beyond incrementalism and use digital to fundamentally change how they operate.
Since this recognition is part and parcel of the digitally embarking stage, adding a CDO can be
seen as a vital ingredient to build digital momentum.

When companies become digitally mature, the way the CDO role is defined—and, indeed,
whether it continues to exist or becomes part of another role—wiill also change.
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Measure your digital acceleration

Where are you today? Where do you want to be in 12 to 18 months?

> Digitally steady
« Gaining momentum on
digitizing current business

- Proliferation of digital
skills/talent

« Organizational silos collapse
Digitally embarking
« Disconnected efforts around
digital transformation
« Limited digital talent

+ Lack of a clear vision

Digitally accelerating

+ Successful digital execution
+ Future digital innovation

+ Focus on agility and
collaboration

- Digital dexterity the norm

Different CDO models

CDOs often possess tech expertise and have served in a variety of IT positions, but their
experience is broader than that. It can encompass user experience design, innovation,
entrepreneurship, and direct engagement with business units. Unlike other tech executives,
an effective CDO must be able to thrive at the intersection of tech and business, with the
necessary knowledge and insights to design and lead digital transformations.

Many factors can shape how companies approach the CDO role. Highly regulated industries
such as financial services or healthcare may face unique barriers in integrating digital
technologies and tools. In contrast, consumer packaged goods and retail emphasize
omnichannel engagement, calling for a two-speed (external and internal) digital strategy. And
the way the IT function is perceived internally—short-term, execution-focused versus longer-

term, business-innovation-focused—can also highlight gaps that can be addressed by the CDO.

While the CDO role can vary by organization, adding such a position typically involves a
restructuring of tech responsibilities. Depending on business strategy, companies can choose
to reshuffle or combine tech roles such as the CIO, CTO, chief data officer, and chief innovation
officer. In some cases, for example, the ClO is replaced by a role that includes digital; in others,
the CDO reports to the CIO and works with leaders throughout the business on a digital
transformation. (It's also important to note that the role of the ClO and the IT function shifts
markedly as companies become increasingly digitally accelerated, which often drives another
round of reshuffling roles.)

Unlike other tech executives, an
effective CDO must be able to
thrive at the intersection of tech
and business, with the necessary
knowledge and insights to design
and lead digital transformations.
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A look at four companies that have undertaken ambitious digital strategies reveals
a variety of successful models.

CDO Aaron Martin,

CTO Bryson Koehler,
Providence

Equifax

The healthcare industry has been
significantly behind in digital innovation
relative to other industries such as media,
technology, and retail. The consumerization

As a data, analytics, and technology
company, Equifax was already well versed
in digital technologies, but it needed

to decrease new-product cycles and

of healthcare driven by high deductible
plans and healthcare reform motivated
Providence, the third-largest health
system in the United States, to invest
in new technologies and ways of
working. The organization hired Martin

to lead digital, marketing, and innovation,

with an emphasis on how emerging
technologies will reshape healthcare.
He also leads Providence Ventures, a
$300 million investment fund for
start-ups with promising technologies
at the intersection of digital and
healthcare. To manage this diverse set
of responsibilities, Martin drew on his
past experience driving technology-
driven transformations while leading
start-ups in fintech and manufacturing
technology and in retail with Amazon.

The organization hired Martin
to lead digital, marketing, and
innovation, with an emphasis
on how emerging technologies
will reshape healthcare.

improve efficiency to keep pace with the
market. Koehler joined as CTO with the
mission to transform Equifax into more

of a tech company that could quickly
innovate and scale new solutions to
meet the changing needs of its market.
His role is tightly aligned with the chief
data and analytics (CDA) officer and chief
information security officer (CISO) so

that Equifax can more quickly adapt its
predictive analytics capabilities, provide
an always-on customer experience, and
ensure that security is baked into all
aspects of the business—not just bolted
on. Prior to joining Equifax, Koehler served
as CTO at IBM and The Weather Channel
and also worked in venture capital, which
provided him a critical foundation in both
technology-driven transformations and
incubating new-product ventures.

Koehler joined as CTO with the
mission to transform Equifax
into more of a tech company
that could quickly innovate.
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Chief Digital and Technology

Officer Eash Sundaram, JetBlue

CIO Filippo Catalano,
Nestlé

Since JetBlue's founding, the airline has
sought to infuse technology into its
service. Yet the volatility in the industry led
its senior executives to make diversifying

its offerings beyond air travel a top priority.
JetBlue’s vision was to become a travel
tech company thatinvested in and
developed promising technologies.
Sundaram was brought in as chief digital
and technology officer to “future-proof” the
organization, and one of his priorities has
been to supercharge innovation. In his role,
he oversees three areas: digital commerce,
end-to-end technology for the organization,
and JetBlue Technology Ventures, the airline’s
venture capital unit. His top team includes

a chief product officer and a CTO (product
engineering, integration, and data science),
allowing the organization to quickly move
from innovation opportunities to deployment
at scale. Sundaram’s background includes a
stint as a CIO and roles in customer solutions
(in healthcare), supply chain, and consulting.

Sundaram was brought in as chief
digital and technology officer to
“future-proof” the organization,
and one of his priorities has been
to supercharge innovation.

Nestlé’s C-suite had already recognized that it
needed to undertake a digital transformation,
hiring Catalano as chief digital operations
officerin 2015 to lead the effort. In early 2018,
he was elevated to group CIO, reinforcing
how the CDO role is a natural proving ground
for even more senior roles. When he became
ClO, he also removed the word “digital”
from titles across his organization, to make
the point that the entire organization
needs to be digitally dexterous.? His top
two priorities are personalized consumer
engagement through omnichannel marketing
and the integration of Industry 4.0 into
Nestlé’s operations. He also heads up efforts
to infuse digital into Nestlé’s culture through
learning, professional development, and
talent attraction and retention. His team
features a CISO and a head of data, analytics,
and integrations. Before joining Nestlé,
Catalano worked at P&G for 16 yearsina
variety of roles, including as a liaison for P&G
start-ups and venture capital, giving him a
strong appreciation for what it takes to source
innovation from both inside and outside the
organization and scale it to impact.

Catalano’s top two priorities are
personalized consumer engagement
through omnichannel marketing
and the integration of Industry 4.0
into Nestlé’s operations.

2 For more on digital dexterity, see Yulia Barnakova, Steven Krupp, and Scott Snyder, “Building digital dexterity in your leadership team,”

Heidrick & Struggles, May 5, 2019, heidrick.com.
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Key considerations for CEOs and
boards regarding the CDO role

Although companies that are trailing the competition might be tempted to view adding a CDO
as an instant fix, the reality is frequently more complex. Before settling on a hiring strategy,
executives should start by understanding their crucial needs and then craft a role or roles that
can specifically address them (see sidebar, “Key questions to define the next phase of digital
leadership”). Three guiding principles can help with hiring decisions:

1. Understand the relative strengths and gaps of your current executives with digital
responsibilities, as well as the organization overall. In addition to the strategic questions in
the sidebar, diagnostic frameworks for digital dexterity and digital acceleration?® can be helpful
in getting a clear, consistent definition of the entire company’s current state. Companies that
have a CMO who can stretch to take on product innovation or a CTO who can stretch to take on
data and analytics may be able to focus a new digital leader on very specific opportunities such
as organizational transformation or incubating new ventures.

2. Favor agility rather than current skills. Since the CDO role exists at the intersection of
technology and business transformation, the most effective CDO candidates will have a
range of experience. Further, change is a constant, so companies should hire for experience
and vision, not current skills. And since the CDO must often be the evangelist for change, he
or she should have the chops to work across functions and engage with managers to help
other leaders and employees embrace digital technologies and mind-sets.

3. Give the CDO the authority to implement change and innovate, and align other
leaders around digital success. Clearly defining the CDO role, particularly in relation to
other technology executives’ roles, is critical, since ambiguity among tech leaders can lead
to a lack of accountability. In addition, the CDO must have the mandate and authority to
implement new programs. As Nestlé’s Catalano notes, “A CDO without the responsibility for
creating and operating at scale a new way of working is a recipe for failure.”

Companies that create a CDO role in their organization must avoid simply carving out the role
from pieces of other existing positions. Instead, executives should be able to clearly determine
what new value a CDO can add and how the role can support a digital transformation and
innovation. This approach will ensure that the CDO achieves the expected value and is able to lead
the organization down the path of digital acceleration.

Key questions to define the next phase of digital leadership

In some companies, the technology executive team may already be quite robust, but it may
still not be optimally configured to serve business strategy, particularly when more ambitious
shifts are necessary. Senior leaders can ask the following questions to help them shape the
executive roles for the next phase of digital acceleration:

How digitally accelerated Is the IT function seen as a
is the company today? technology implementer or an

. enabler for innovation?
Do senior leaders have a clear

understanding of the company’s Have the most senior leaders made
digital needs and gaps as it digital transformation a top priority?
seeks to further accelerate? Are they willing to commit to structural

and cultural changes to make a new

n anyone on th rren . .
IEnRI e L digital leadership team successful?

leadership team pivot or stretch
to address those needs or gaps?

3 Heidrick Consulting offers two robust online assessment tools: Digital Accelerator Questionnaire (DAQ)
and Digital Dexterity Questionnaire (DDQ); for more, see heidrick.com.

Executives should be able to
clearly determine what new
value a CDO can add and how
the role can support a digital
transformation and innovation.
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