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Objectives

By the end of this course, you will be able to:
» Understand key characteristics for digital transformation success
 Describe the key dimensions of a digital strategy approach

* Understand the value and benefit to the firm as a result of the
digital journey

Avalara "m

RSM US Alliance
N N

RSM

FIRMFOUNDATION

Advice, tools and resources for CPAs

RSM Canada Alliance

"~ RsMm CURRENT STATE OF

DIGITAL

MAvalara

mr.:;l\ Island Capital




Current State of digital transformation in the middle market

( J \ 5 of comparies report =
- " =

that they havea

digltal roadmap L ——

Recently, RSM surveyed | T Sa0a---. ...

middle market Executives to
understand their thinking about
Digital Transformation.

Overall, Digital Transformation bt 34(y
0 0 are concerned with
8 9 /0 determining the success of their digital efforts

and adoption within the organization

the next 1-3 years. an 72% of Executives are

K significantly concerned with organization’s
‘ ; ability to achieve digital goals

I I
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is a significant priority for
of organizations will increase

digital transformation spending
over the next three years

middle market executives over

& Source: RSM Digital Transformation 2 (DT2) Study, November 2019

Success Factors

Middle market executives were asked to identify themselves as leading or lagging in digital — In addition,
they were asked to identify the key factors leading to a success or a lagging digital transformation

Keys to a Successful Digital Transformation

Top 3 Characteristics of Leading Organizations: Top 3 Characteristics of Lagging Organizations:

Strategic alignment between Digital & Lacking Best Practice across key

Business business areas
Alevel of digital maturity that decreases time Inadequate investment in digital
to value technologies

Technology bias toward ‘older’

A workforce that has been trained in digital solutions

technologies

000

Avalara RSM
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Source: RSM Digital Transformation 2 (DT2) Study, November 2019
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Digital Capabilities

As part of the executive survey, RSM asked middle market executives to identify the key digital technologies
being discussed at their firms

Digital Transformation Priorities

Primary Responses: Other Notable Responses:
@ >) -
@) ) Enterprise Mobility @ Cloud @@ Blockchain Data & Analytics
: )
~ ~
P 7 - Robotic Process
( E‘a Mobile Technologies \:C:)I;E! ERP @ Cyber Security @ Automation (RPA)
—
Artificial Intelligence (Al) ©®\ CRM @'T!I Digital Marketing (%% ) Internet of Things
S X (loT)
fvalara "m

Source: RSM Digital Transformation 2 (DT2) Study, November 2019

The Digital Journey — not just about the technologies...

Digital Transformation is a People, Process and Technology Journey

Enabling Technologies Organizing Constructs
—85° S
@ "lg LY
. - - o T
A Digital Strategy has elements of digitizing and digital
Digitizing & Digital
Operationally focused, efficiency Disrupting the model in your industry a &
anwior  Walmart ‘Being good at the game’ | Playing a different game’ ~== dirbnb
redbox, ‘Get in the game’ Change how game is played NETFLIX
(automation, cost) (doing differently & different things)
Mvalara Rp——
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Dimensions of a Digital Strategy

Digital is not just about technology — its about how an organization can use technology to enable and reach
their goals.

Customer Engagement: How you leverage technology to engage your customers

and external stakeholders including how they interact with your business.

Is your customer engagement powered by mobile, social, analytics for
personalization?

ORGANIZATION

Enablement
Organization: Giving your teams the digital tools, capabilities and culture to
be more effective and increase value contribution on a regular basis.

Secure and Stable Are you making the cultural changes necessary for digital?

TECHNOLOGY

Customer
Engagement

Operations: Using the right technologies and systems to transform how you
operate, creating higher levels of efficiency and accuracy in day-to-day activities.
Is your digital approach just about incremental cost savings?

Data: Capturing and using data to create better insights, deliver more
personalized experiences and improve decision making.
Are your decisions data driven? Is data at the core of your business?

Business Technology: All of the people, processes and systems necessary to maintain
OPERATIONS the systems, infrastructure and security.

Is your technology platform placing your brand /company at risk?
I I
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The Digital Journey - Where are you & where do you need to be?

The target level of maturity is driven by what is critical for your firm to succeed

LEVEL 5:

TRUE INNOVATOR

* Your organization is on the
cutting-edge of technology, and

LEVEL 4: recognized as a digital pioneer
INDUSTRY LEADER by peers and competitors alike
‘Being gOOd at the game’ « Competitors and similar
‘ - y . organizations view your
Get in the game :IIEA‘:!EIL-E:';I: organization as the
CONTENDER benchmark for digital maturity
and transformation
LEVEL 2: + Most day-to-day tasks
BASIC are facilitated through
+ Limited use of digital technology and managed
LEVEL 1: "
solutions to perform through current systems . N
NON-EXISTENT speciﬁctask‘;,and ‘Playing a different game’
« Little-to-no use of ically accompanied b’ £ i ’
technology to facilitate tay(fdiﬁoxm manupal effonsy_ Change how the game is Played

daily operations.

Technology as Operating Cost Digitizing for Process Efficiency Digital as a Strategic Advantage

RSM
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Case Study Overview: Professional Services Firm

Client Challenges/Issues

» Have a lot of automation demands from the business >
not sure where to start

» Legacy core applications not meeting business needs

* Reporting is fragmented with no single source of truth

* Heavy reliance on IT for information

* Have been incubating several of new technologies
including data analytics, mobile access and robotic
process automation

» Have spent significant internal and external resources
experimenting with these technologies with little production
results

Lvalara

& © 2020 RSM US
Rk fsland Capst

Plan / Strategy

LLP. All Rights Reserved.

Key Activities Performed

Built a strategic and tactical level roadmap to achieve the
defined target state technology architecture including:
identified gaps, needs and risks necessary for execution
and management

Identified “art of the possible” related to people, process
and automation to support future internal operations and
external client services and solutions

Addressed operating model and infrastructure needed to
support the Digital Strategy

Defined list of initiatives to migrate firm to the new
technology platforms

Provided estimates for costs and level of effort

Results and Benefits

« Established plan to build technology foundation with

supporting governance, operating model and applications

« Aligned executive and board around the ‘how’ for the

transformation; had already set vision for the ‘what’

* Roadmap structured for growth and speed of execution

focusing on growth and efficiency

RSM
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Case Study Overview: Industrial Manufacturer

,A(. Q m % Key Activities Performed
) W The client engaged RSM to:
Plan / Strategy Assess Design Implement Manage 2 R .
« Perform a digital maturity assessment to evaluate their digital

intensity and culture as a baseline for planning their
Client Challenges/Issues transformation.

« Perform process modelling to identify operational improvements

» Lead analysis to define the target future state processes

» Perform assessment of the application portfolio

» Assess current data model and define data model to improve
operational visibility

» Define measures to improve cybersecurity and application
security

» Assess infrastructure and define gaps in its ability to support the
digital future state

» Assess the organizations ability to support and utilized the
defined future state

* Recommend governance structure to manage the transformation

« Create a digital transformation road map to achieve the business
vision

Results and Benefits

* The client headquartered in Japan (North American
headquarters in Ohio) is a leading industry manufacturer of
elevators, escalators, autowalks, and controls and dispatch
systems

The client wanted to develop a digital transformation
strategy that would drive their business strategies including
operational efficiencies, improved customer engagement,
improve operational visibility and implement Industry 4.0
initiatives.

« Driving loT into products
* Increased speed to market on product design and production

I I
/}‘V(:llara © 2020 RSM US LLP. Al Rights Reserved RShA

Overall Digital Maturity Rating Overall Maturity Score: 2.1
BASIC MATURITY

Based on our assessment, has a Basic level of
Digital Maturity. This is primarily driven by the limited use
of key technologies across the business, which promotes
manual processes, operational errors and gaps in
business reporting.

LEVEL5:
TRUE INNOVATOR

Your organization is on the
cutting-edge of technology, and

LEVEL 4: recognized as a digital pioneer
INDUSTRY LEADER by peers and competitors alike
+ Competitors and similar

LEVEL 3: organizationsvie'r/ your
organization as the
MARKET benchmark for digital maturity
CONTENDER and transformation
LEVEL2: «  Most day-to-day tasks
BASIC are facilitated through
LEVEL1: + Limited use of digital technology and managed
. solutions to perform through current systems
NON-EXISTENT specific tasks — and
Little-to-no use of typically accompanied by
technology to facilitate additional manual efforts.

daily operations.
CURRENT

STATE
Technology as Operating Cost Digitizing for Process Efficiency Digital as a Strategic Advantage
I I
Mvalar
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Current State Maturity

Level 1
Non-Existent

Client

Level 2
Basic

Level 3
Market Contender

Overall Maturity Score: 2 n 1

Level 5
True Innovator

Level 4
Industry Leader

has begun to utilize digital solutions for client interaction, but
systems are not integrated and regular manual intervention is leading to
missed opportunities with clients.

07

Operations

Some core digital technologies are in place but utiization is inconsistent
and they do not enable the firm to proactively manage resources, projects,
clients or financials.

Organization

@

Disparate systems for performance, talent and learning management make
it difficult to centrally manage the employee lifecycle and results in manual
workarounds.

Data(™

The current BI landscape at continues to offer a number of
___| operational challenges, negatively impacting the organization, hindering it

from making informed decisions and enhancing their client's experience.

Technology

Lvalara

R

displays some maturity in IT operations, but is lacking formal
governance processes needed to effectively drive di gital strategy and
consistent results for internal customers.

RSM US LLP. All Rights
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Digital Maturity — Customer

has begun to utilize digital solutions for client interaction, but systems are not integrated

and regular manual intervention is leading to missed opportunities with clients.

Little-to-no use oftechnology
to facilitate clientinteraction

Limited use of digital
solutions to facilitateclient
interaction — and typically
accompanied by additional

manual efforts

Most day-to-day customer
management is facilitated
through technology and
managed through current
CRM systems

Competitors view your
organization as the
benchmark for effectiveclient
service through digital
solutions

Maturity Score: 2 L] 0

Your organizationis on the
cutting-edge of technology,
with high levels of client
engagement andinteraction

Marketing & eCommerce

Lead & Opportunity Generation

Business Development

Customer Experience

Lvalara
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Capability Analysis — Customer

has begun to utilize digital solutions for client interaction, but systems are not integrated
and regular manual intervention is leading to missed opportunities with clients.

Enabling

Technologies Observations/Gaps

Rating Capability

CRM is inconsistently used across the firm and may have underleveraged
capabilities
Manual process to generate reports and KPlIs (e.g. segment health score)
o Resources are performing work in marketing, business development, and
18 Marketing & applications service development functions

) eCommerce

List

here « Flashpoint Marketing contracted for SEO and SEM
« Tagging may not be working correctly on the website
Lead & List + Webcast solution not integrated with CRM to load contact information for
ead & - over 1000 non-client webinar participants
Opportunity applications ’ .
21 Generation « Email campaigns are not fully automated
here « Various data sources needed to complete tasks
« Client engagement scores are not easily accessible to client relationship
List teams
Business - . i — “thi g "
25 Devl;IcI) e applications Key person risk ( N ) thilngs fal! apfart when she’s gone ‘
P! + Large number of unqualified leads in the pipeline and large opportunity
here pipelineis managed in excel
« First week of each month is spent compiling data and generating reports
List + Reviews of client experience are not being captured
Client icati + A central project managementtool is not leveraged for client engagements
1.7 Experience applications « Limited use of technology to facilitate or prompt client interaction (i.e.
here text/email alerts)

Lvalara
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Maturity Score: 2 O

Analysis

Manual processes lead to reactive and task-oriented
behavior rather than proactive and strategic planning
Limited visibility into all current firm clients and potential
opportunities

Limited knowledge of marketing performance and ROI
(i.e. which channels should increase/decrease
investmentinto)

Thought leadership relies on individual effort rather than
being supported by an automated platform

No centralized and consistent method for managing
marketing and sales cycle (marketing -> opportunity ->
contract) across lines of business

Lack of governance and controls around client pursuit
leads to fragmented client and prospect experience
Time spent executing manual processes takes away
from time that could be spent understanding client
needs

Unable to track client satisfaction or use data to identify
new service opportunities

Inconsistent method of project delivery and use of
technology with clients, which could lead to varied client
experiences
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How to Start, or Jumpstart, your Digital Journey

A Collaborative approach to establish a digital strategy

@2\\ Discovery

» Step back and think through your business strategy and vision

Analysis

» Perform an assessment (Discovery) and identify opportunities (Analysis)

» Update your overall IT Strategy and Roadmap with Digital Projects

» Stop thinking about doing things differently ...

» And start thinking about doing different things

Where you are on your Digital Journey and Culture drives the focus and emphasis

Lvalara
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RSM

Key Benefits for a Digital Strategy

Better ability to

\ align everyone to
a single vision
and plan

Enhance
collaboration
between teams
~_ Wworking
towards a
common goal

Establish real 0

expectations for =
key milestones and
delivery e

Lvalara

mn.—i. tsland Capta

N

L)
p Increase speed

of execution for
overall strategy

Maximize your investments
by focusing on the real
priorities that drive value

©2020 RSM US LLP. All Rights Reserved.

Minimize risks and
distractions by
properly allocating
resources and time

Increased
chances of
success to
transform your
organization
and drive
sustainable
growth

RSM

11/3/2020
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Starting the Conversation with your Clients (what to listen for)

&2

Reduce Costs

« High or growing level of quality defects
« Pricing and profitability issues or challenges?

« Cost containment, standard costing or cost
management issues?

« Late charges / penalties from customers

&25

Technology Challenges

« Information system is more than 6 years old

and the company has grown substantially

« Multiple divisions on different ERP systems
« System/platform is no longer supported by the

vendor

Improve Processes

« Cumbersome or inefficient processes

+ Capacity or throughput constraints (bottlenecks)
« Difficulty with shop floor scheduling

« Inventory issues - counts, shortages too much,

not doing cycle counting

« Too many people performing xxx process (e.g.

accounting, customer service)

foX
&/
Data-Driven Business Decisions
« Reporting issues - data quality, disparate systems,
too many spreadsheets

« Do you have KPI's or a dashboard for managing
the business activities. Do you have KPI's in
accounting or financials? Sales and operations —
on time performance, returns, lead time?

« Financial statements not produced in a timely
manner

Lvalara

Increase Data Accuracy

« Inventory issues - counts, shortages too much,

not doing cycle counting

« No single source of the truth

« Customer/item number not standardized

2020 RSM US LLP. All Rights Reserved.

<+ a” >
A

Increase Customer Satisfaction

« Poor or declining on-time delivery to customers
« Long or growing lead times to customers

« Customer interaction with your business is

primarily via phone or email

RSM

Key Takeaways...

« To succeed in digital transformation and achieve impactful
revenue and cost benefits, you need to have an emphasis on the
non-technology related aspects

* Now is a great opportunity to ask the hard and complex questions
to ensure your technology investments align and advance your
Business Strategy/Vision

Lvalara

2020 RSM US LLP. All Rights Reserved.
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This document contains general information, may be based on authorities that are subject to change, and is not
a substitute for professional advice or services. This document does not constitute audit, tax, consulting,
business, financial, investment, legal or other professional advice, and you should consult a qualified
professional advisor before taking any action based on the information herein. RSM US LLP, its affiliates and
related entities are not responsible for any loss resulting from or relating to reliance on this document by any
person. Internal Revenue Service rules require us to inform you that this communication may be deemed a
solicitation to provide tax services. This communication is being sent to individuals who have subscribed to
receive it or who we believe would have an interest in the topics discussed.

RSM US LLP is a limited liability partnership and the U.S. member firm of RSM International, a global network
of independent audit, tax and consulting firms. The member firms of RSM International collaborate to provide
services to global clients, but are separate and distinct legal entities that cannot obligate each other. Each
member firm is responsible only for its own acts and omissions, and not those of any other party. Visit
rsmus.com/aboutus for more information regarding RSM US LLP and RSM International.

RSM, the RSM logo and the power of being understood are registered trademarks of RSM International
Association.
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