How and Why the Best Companies Are Innovating

Business Processes




The 2018 Business Innovation Report is our survey of how businesses are

automating processes and utilizing emerging technology.
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Measuring Innovation

Why is innovation so famously difficult and why does it fail so often?

With the average enterprise now using 1,935 apps (a 15% increase from last year)’—and the resulting push towards digital transformation—it can be
difficult to distinguish between the best practices that are pushing innovation forward and those that are mere trends.

A Harvard Business Review framework gives innovation two core components?:

« Innovation capacity describes an organization’s potential for innovation. It’s the relatively easy-to-acquire stuff, like technology, staff, and financial
resources. Traditionally, most innovation projects try to increase the organization’s innovation capacity.

+ Innovation ability is less straightforward. It describes the more challenging parts of creating value—such as revamping your service model or creating

delightful customer experiences. Innovation ability is more holistic, long-term, and results-oriented than innovation capacity.

If one thing is clear, it’s that innovation capacity doesn’t necessarily equal innovation ability. Many organizations have purchased a new technology or
launched a new product only to be disappointed by the lack of lasting value created.

It is also clear that it can be difficult to understand how capacity and ability intersect, how they affect the organization, and how they affect each other.
Generally speaking, there’s little visibility into the what, why, and how of digital innovation projects across organizations, industries, and teams.

We created the Workato Business Innovation Report to shed light on these hard-to-understand areas. In collecting and presenting our findings on
innovation across a wide range of organizations, we hope to answer questions like:

«  Whois currently responsible for innovation initiatives within the organization? Who do employees believe ought to be responsible?

«  Arelines-of-business teams, such as marketing and sales, adequately empowered for their role in these initiatives? What is their role, to begin with?
«  How are organizations measuring the success of their digital projects?

« Do everyday employees and executive leadership share the same vision for innovation across the business?

« ArelT and business teams aligned on innovation goals and plans?

=

Cloud Adoption and Risk Report 2019
The Right Way to Spend Your Innovation Budget

N
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Methodology and Respondents

This report is based on data points collected from 200+ employees across a variety of industries and business types, and is aimed at exploring business
innovation trends.

Thirty of these respondents were executives, such as ClOs, VPs, and Directors. They completed a separate survey focused on the role of leadership in
supporting innovation. Data derived from this survey is marked accordingly throughout this report.

Respondents by industry
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Most common respondent job titles
o Senior Manager: 21.38%

e Manager: 20.75%

e Other: 18.87%

« Individual Contributor: 15.09%

e Team Lead: 14.47%

« Administrative: 9.43%

Respondents’ roles in innovation

+  Business decision maker - | help define the strategy and goals: 49.06%
+ Implementation specialist - | implement solutions using technology: 41.51%

« IT decision maker - | help choose the right technologies: 39.62%
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+  Facilitator - | coordinate cross-functional initiatives: 28.93%
+  Executive Sponsor - | allocate budget and funding for initiatives: 15.09%

«  Other:3.14%

Almost 50% of respondents describe themselves as business decision makers, indicating that innovation is no longer an isolated endeavor for many
enterprises.

With just shy of 30% of respondents identifying as facilitators, they are significantly less common, indicating that cross-departmental collaboration may
still be a sticking point for many organizations.
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Business Innovation: An Overview

What qualifies as innovation?

*  66.19%: Improve operational efficiency - Harness the power of data e 33.09%: Better manage risk - Secure and protect customer data
and automation to improve decision-making and reduce redundancy. splintered across multiple systems.
e 60.43%: Improve the level of business agility - Modernize IT o 2,17%: Other

infrastructure for availability, speed, and resilience.
For the vast majority of respondents, business innovation is about
o 58.99%: Transform customer journeys - Build seamless customer

improving efficiency. Other key concerns include improving business agility,
journeys across devices (mobile, PC, POS, loT) and other channels

transforming the customer journey, and innovating for the future.
using digital technologies.

In short, organizations aren’t merely paying lipservice to innovation. They
see it as fundamental to cementing future sustainability, competitiveness,
and success.

e 56.12%: Futureproof - Drive business and product innovations to
strengthen our position and meet growing customer expectations
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An Executive Perspective

Transform customer journeys: 78.57%
Futureproof: 78.57%

Improve the level of business agility: 75.00%
Improve operational efficiency: 64.29%

Better manage risk: 50.00%

Other: 3.57%

For executives, the goals are similar, but they are more likely to view innovation as a means of future-proofing the business. Operational efficiency is
slightly less important to them.




What are the most common innovation goals?

+  Reduce operational cost by improving process efficiency: 65.47% «  Grow revenue and profits through new business models, entering new

«  Drive more engagement and value by creating better customer markets: 43.88%

experiences: 55.40% «  Other: 1.44%
»  Improve decision-making by creating valuable insights by connecting The most common goals reflect the understanding of innovation discussed
. ) 0
silos of data: 51.80% earlier in this report. The #1 goal listed by respondents is to reduce
«  Transform business processes, culture, and operating model for the operational costs by improving process efficiency. In a world where some
future: 50.36% departmental budgets (such as IT) are shrinking or stagnating while

+  Obtain a competitive advantage by creating innovative products and responsibilities expand, this is unsurprising.

services: 48.20%
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An Executive Perspective

Drive more engagement and value by creating better customer Obtain a competitive advantage by creating innovative products and
experiences: 75.00% services: 60.71%
Grow revenue and profits through new business models, entering new Reduce operational cost by improving process efficiency: 57.14%
. 0,
markets: 64.29% Transform business processes, culture, and operating model for the

Improve decision-making by creating valuable insights by connecting future: 57.14%
silos of data: 64.29%

Executive’s goals for innovation are, in some ways, dramatically different. They are far more likely to prioritize growing revenue over other outcomes;
64.29% of executives say it’s important—making it their second most-desired outcome—versus only 43.88% of non-executives.




What drives innovation?

Drivers are trends or factors that act as catalysts for change. We asked respondents to select all the drivers of innovation at work within their organizations.

»  56.59%: Adoption of emerging technologies Business innovation doesn’t just entail adopting new technologies; it is
driven by those technologies in the first place. This is true both within the
organization and outside of it; more than half of respondents say changes
in customer behavior and expectations—such as increased digital literacy—
o 31.01%: Increased pressure from competitors drive digital innovation within their organizations.

»  55.04%: Rapidly evolving customer behaviors and expectations

*  55.04%: New business models and opportunities

e 24.03%: New regulatory and compliance standards

e 2.33%: Other
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Leadership and Responsibilities

Who is responsible for innovation within the organization?

+ CTO:33.33% + CO0O0:16.28% + Cl0:10.85% This is further reflected in the fact that only 10.85% say the CIO is

Other: 20.16% . CMO: 10.85% . CDO:8.53% responsible for innovation in their organization. A not-insignificant

percentage, however, say that digital transformation at their organization
The CTO is now a common role with distinct duties, and most respondents falls to the Chief Operating Officer.

say that innovation is their responsibility—reflecting the belief that
innovation and technology are inseparable.
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Who should be responsible for innovation within the

organization?
« (CTO:24.81% ¢ CMO:15.50% ¢ ClO:13.95%
+  Other:17.05% « CDO:14.73%

« CO0:13.95

When it comes to who should be leading innovation, the differences are
slight but notable. 15.50% say it should be the CMQO’s responsibility—

workato

perhaps not unsurprising, given the recent boom in MarTech. Slightly more
(13.95%) say the CIO ought to be leading the charge than say they are

actually doing so (10.85%), indicating that perhaps some organizations are
unsatisfied with the level of responsibility that IT leadership demonstrates.
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What organizational functions or departments are involved in
driving innovation?

o IT:68.99% o Mobile: 31.01% technological gatekeepers: they determine which tech is adopted and how

o Marketing/Advertising: 52.71% + C-Level Execs: 26.36% itis managed.

o Customer Experience: 44.19% « eCommerce: 23.26% Also unsurprising is the dominance of lines-of-business teams like

. Customer Service/Support: < HR:16.28% marketing and customer experience. Both areas are known to be investing
32.56% . Other: 4.65% heavily in new technology.!

o Finance & Accounting: 31.78% Perhaps most notable is the perceived lack of C-level involvement. Only

26.36% of respondents say that executive leadership drives innovation at

While IT may not be leading innovation, they are at least driving it. This their organization, suggesting a lack of executive vision or strategy—or at

makes sense, given that IT departments at many organizations function as least a devolved, departmental approach to innovation

1 IDC Predicts CMOs Will Drive $32.3B In Marketing Technology Spending By 2018
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Customer Experience: 72.00%
C-Level Execs: 72.00%

IT: 68.00%

Marketing/Advertising: 64.00%
Mobile: 44.00%

Customer Service/Support: 44.00%
eCommerce: 36.00%

HR: 16.00%

Finance & Accounting: 12.00%

For executives, the story is markedly different. 72% say that

C-level leadership drives innovation in their organization,
compared to just 26.36% of other respondents.




Business - IT Alignment

What is IT’s role in innovation?

workato

34.88%: Support business teams from a technology standpoint.

23.26%: Lead but empower business teams to implement.

19.38%: Lead and assume all responsibility for training and adoption.

12.40%: Lead and take full ownership of implementation, with
guidance from business teams.

10.08%: Own the more complex projects but delegate the simpler
projects to business teams.

Overwhelmingly, respondents say that IT’s role in innovation is primarily
supportive. Over one-third of those surveyed say their role is entirely to
support business teams technologically.

Even for the roughly 23% who say IT should have some leadership
responsibilities, great emphasis is still placed on empowering business
teams to implement digital initiatives.
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What are business teams’ roles in innovation?

workato

35.16%: Lead but let IT/technology teams execute and implement.

28.13%: Lead and take more ownership of execution and
implementation, with guidance from technology teams.

19.53%: Empowered to operate more independently with execution
and implementation, with governance from technology teams.

16.41%: Assume all responsibility in strategy, planning, and
enablement.

0.78%: Other

While they may not play much of a role in execution, most people see
business teams as the thought leaders of innovation. Presumably, this is
because they are the closest to the issues at hand. They are the front line
when it comes to interfacing with customers, and they’re the ones who have
to use technology to execute business processes on a daily basis.

Asignificant portion of respondents (28.13%) would also like to see
business teams take more ownership for executing and implementing
digital initiatives—as long as they have the appropriate guidance and
governance from IT.
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Are both teams aligned in their innovation goals?

o Agree: 44.96% o Disagree: 5.43% Most respondents say that IT and business are aligned in terms of their

. Strongly agree: 25.58% . Strongly disagree: 0.00% goals. But close to a quarter of those surveyed (24.03%) gave a neutral
response, indicating that a good number of organizations may still not have

*  Neutral: 24.03% proactive collaboration between both teams.
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Is collaboration between business and IT teams a significant
contributor to the success of innovation and digital initiatives?

o  Strongly Agree: 41.03% o Disagree: 3.42% Somewhat surprisingly, a full 17.09% remain neutral. This suggests that
. Agree:37.61% . Strongly Disagree: 0.85% at some organizations, digital innovation is still wholly the purview of
either business or IT or collaboration isn’t seen as essential. Given the
* Neutral: 17.09% trend towards shadow IT—where business teams implement technologies
Even if they aren’t currently perfectly aligned, IT and business need without IT’s explicit blessing or oversight—perhaps this isn’t surprising after
to cooperate in order for innovative projects to succeed: 78.64% of all.

respondents either agree or strongly agree with this statement!
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Tools, Skills, and Resources

Digital maturity of the organization

33.33% describe their organizations’ digital maturity as young, with 13.68%: describe their organization’s digital maturity as mature, with
minimum collaboration and innovation across organizational functions; strong collaboration and innovation across organizational functions; aimed
aimed at cost reduction; low investment. at fundamental transformation and creating value; adequate investment.

Since going digital has been de rigueur when it comes to innovation for at
least a decade now, many organizations are well on their way to achieving
digital maturity.

52.99%: describe their organization’s digital maturity as developing,
with moderate collaboration and innovation across organizational
functions; aimed at improving customer experience; moderate investment.
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Ranking the digital maturity of business functions
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Are business teams equipped for digital innovation?

o  Strongly agree: 21.71% o Disagree: 6.98% Only 21.71% strongly agree that business teams have everything they need
to fulfill their role in digital innovation. Though almost 45% agree, there’s a
significant number of respondents who remain neutral.

o Agree: 44.96% o Strongly disagree: 0.78%
o Neutral: 25.58%
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Are IT teams equipped for digital innovation?

o  Strongly agree: 22.48% Similarly, most respondents feel that their IT teams are adequately
equipped for their role in digital innovation. Interestingly, respondents
are more likely to say their IT teams are ill-equipped (9.30%) than they are
to say their business teams are ill-equipped (7.76%). This may reflect the

 Agree:46.51%
o Neutral: 21.71%
o Disagree: 6.20% high expectations many respondents have that IT be deeply involved in

. Strongly disagree: 3.10% supporting business teams.
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Obstacles and Barriers

What are the biggest obstacles to innovation?

+  Getting buy-in/support from the executive leadership team: 25.21% While most respondents say that their IT and business teams are aligned,

achieving this alignment isn’t easy. In fact, it is the #1 challenge cited by

survey respondents! Money is also a concern. Almost 37% of those surveyed

say that securing enough funds for innovation projects is a pressing worry.

+  Execution support from IT/Technology teams to implement projects: And as organizations’ tech toolkits expand, integration becomes even more
23.53% important—33.61% of respondents say it’s a big obstacle to actualizing

+  Securing adequate funds for making the transition: 36.97%

«  Organizational and people alignment to support the plan: 45.38%

. Technology and tools: integrating multitude applications, poor choices ~ innovation goals.
in integration tools and technology: 33.61%

«  Other:6.7
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An Executive Perspective

Organizational and people alignment to support the plan: 50.00%

Other priorities that have direct impact on business goals: 45.83%

Execution support from IT/Technology teams to implement projects: 33.33%

Technology and tools: integrating multitude applications, poor choices in integration tools, and technology: 33.33%
Securing adequate funds for making the transition: 29.17%

Other: 16.67%

In sharp contrast, executives are more likely to cite alighment and competing business objectives—such as increasing revenue—as the biggest obstacles to
innovation. They’re also less likely to say that funding and technology are issues, possibly because they are less involved with those on a day-to-day basis.




What are the biggest challenges faced when recommending new

technologies to C-level leadership?

We asked respondents to select the three biggest challenges they face in pitching new tech to C-level leadership.

+ Cost:53.33%

+  Prioritization of other areas within the organization: 35.00%

«  Lack of internal resources for implementation: 29.17%

«  Convincing of ROl value of new technology: 21.67%

«  Lack of understanding of the need for digital transformation: 18.33%

«  Lack of understanding of modern technologies (like 10T, cloud, Al,
chatbots): 18.33%

workato

Lack of understanding of technology: 14.17%
Lack of technical vision/roadmap: 13.33%
Risk averseness; laggards in technology adoption: 10.83%

Other: 2.50%

Money, money, money: that’s the #1 challenge employees face in pitching

digital projects to C-level leadership. Similarly, a lack of internal resources is
a concern for almost 30% of those surveyed.
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What factors are most likely to hinder the execution and
implementation of innovative projects?

«  Lack of staff/resources with digital skills: 50.83% «  Lack of empowerment of business user community: 6.67%
+  Lack of budget: 49.17% +  Other:1.67%

- Fearof change orinternal resistance: 33.33% Half of those surveyed say that people resources are the greatest challenge

+  Lack of agility in the organization: 19.17% they face when it comes to innovative projects. Similarly, 49% name lack of

+  Lack of modern technology and tools: 18.33% budget as a top barrier.

«  Lack of leadership: 15.00% Exactly a third (33.33%) say that fear of change is also a problem. Either
organizations are still loath to buy into new technology—or they’ve simply
become more cautious in their investments after years of failed projects.

«  Concerns about security risks: 13.33%
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What are the top technology challenges stalling business
innovation?

+ Integrating multiple business apps, databases, and technologies: The effects of digitalization are on full view when we asked respondents

56.67% what their top tech challenges are. Nearly 60% say they struggle with
integrating their many apps, databases, and other technologies. 40% have
trouble choosing an integration solution.

«  Customer data splintered across multiple apps and systems: 43.33%

«  Choosing theright integration technologies and tools: 40.00%
Data silos are also a pressing concern, with 43.33% saying it’s bad enough
to stall their innovation efforts.

«  Addressing data accuracy in the organization: 28.33%
«  Theincreasing threat of cyber security: 25.83%
+  Other:5.83%
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Results and Metrics

How do organizations measure innovation?

We asked respondents to list the three most important metrics they use to measure innovation.

«  Customer engagement and retention: 57.55% Customer engagement and retention is the most cited metric for success,
according to our survey. Customer satisfaction, however, is ranked fourth.
This demonstrates a keen understanding that retaining current customers is
more valuable than acquiring new ones.!

«  Operational expenses/cost: 45.32%

+  Revenue growth: 44.60%

«  Customer satisfaction (NPS, CSAT): 42.45%
+  User growth: 33.81%

«  Other:2.88%

1 The Value of Keeping the Right Customers
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An Executive Perspective

Revenue growth: 75.00%

Customer engagement and retention:
60.71%

User growth: 39.29%
Operational expenses/cost: 39.29%
Customer satisfaction: 35.71%
Other: 7.14%

For executives, revenue growth is a much

more important benchmark; three-quarters of
respondents ranked it their top three metrics.




Which outcomes does innovation deliver?

workato

Improved efficiency or reduced cost: 69.23%

Improved customer engagement: 54.70%

Increased revenue: 39.32%

Increased competitiveness of products and services: 35.04%

Improved employee satisfaction: 29.91%

o Other:1.71%

The good news: almost 70% of survey respondents say that business
innovation has made their organization more efficient or reduce costs.

The bad news: despite customer engagement being their #1 most desired
outcome, barely 55% say they’ve seen that dream become reality.
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Which factors influence the success of innovation initiatives the

most?

+  Executive leadership and strategy: 59.83% «  Collaboration and partnership between IT and business: 37.61%
Adoption of modern technologies and tools (e.g. cloud infrastructure, «  Digital skills and literacy across the organization; digitally competent
apps and teams: 35.90%

«  services, big data, mobile; 10T): 57.26% o Other:1.71%

«  Effective use of technology and tools across business and IT teams:
38.46%
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Conclusion

So what does this data tell us about the state of business innovation?

Resources—and Talent—Are Scarce

When we asked about obstacles to innovation in their organizations, respondents resoundingly answered that resources are a big issue. They do not
have the funding or other means to accomplish what they hope to accomplish. Similarly, they say they simply don’t have the people-power to execute
innovation initiatives. This is no surprise, given recent trends in budgets for departments like IT, which continue to grow modestly while capital and hiring

remain flat.?

Of course, it’s always possible that organizations could spend more wisely. For example, global spending on digital transformation continues to balloon—
where is that money going, if not to digital transformation projects? The obvious answer is that it goes to projects or initiatives that don’t succeed, such as
short-sighted technology investments that cause more trouble than they’re worth.

It’s a fine line to walk: businesses must be choosy about where they invest their innovation dollars, but they also can’t afford to miss out on revolutionary
tech.

Alignment Is a Top Priority

Another big concern highlighted by this survey is alignment. Our research indicates that two areas are of greatest concern:
1. Alignment between business and IT; and

2. Alignment between C-level leadership and the rest of the organization.

1 IT Budgets 2017-18: What the Surveys Tell Us
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When it comes to getting IT and business to work together, most people surveyed feel that their organization is doing a good enough job. Of course, there’s
always room for improvement, but people generally feel as though both teams are on the same page regarding innovation and the future.

The relationship between C-suite leadership and the rest of the organization, however, is markedly different. Both agree that executive leadership is the
factor that influences the success of an innovation initiative the most. But everyday employees are much more likely to say executive leadership is a
sticking point or obstacle to actually getting things done.

This may be because the two sometimes have markedly different goals and expectations for innovation. Leadership, for example, are much more likely to
prioritize growing revenue over other outcomes, such as customer engagement.

In order for innovation efforts to truly succeed, both need to align more closely. This will involve crafting a robust dialogue about their different priorities
and enhancing visibility vertically, not just across the organization.

Integration Is Paramount

If there’s one thing this survey demonstrates for sure, it’s that integration is a pressing concern for employees throughout the organization. Regardless of
team, job title, or responsibilities, employees are struggling to cope with the dramatic rise of enterprise technology. They have more apps, more services,
and more processes to manage than ever before.

Every organization will have a different set of innovation objectives with different priorities, but the key steps in every business’s integration roadmap are:

« Modernizing by unlocking the data in legacy systems and make it available for consumption as APIs and services
«  Automating manual processes for operational efficiency, reduced cost, and increased productivity; and

« Innovating by investing in intelligent technologies and platforms to rapidly iterate and harness the power of Al, bots, loT, and RPA.

Traditional iPaa$S solutions, however, emerged during an era when cloud computing was still in its infancy, API connectivity was limited, and IT owned and
managed most business apps.

These platforms just aren’t suitable for the wide range (and high volume) of integrations and automations that modern businesses require. True digital
innovation means that an organization’s integration platform needs to not only unlock the data in its business systems but that it must also leverage
emerging technologies such as IoT, Al, and bots—all while keeping the IT team lean, costs low, and delivery agile.
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