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The race for digital
transformation
Most of the companies that we
meet are digitally evolving in one
way or another. Changing demands
from customers and different
expectations on technology within
your own business have made this
shift inevitable.
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Making the most of the digital opportunities on offer is a
fundamental requirement for businesses in a changing world,
yet most seem unable to truly transform at pace. This dilemma
is creating a wealth of opportunities for businesses who can
race ahead of competitors, or for those who can support
enterprises trying to get over the line.

Matthew Caffrey
Investment team

Most of the companies that we
meet are digitally evolving in one
way or another. Changing demands
from customers and different
expectations of technology within
businesses have made this shift
inevitable. Yet surprisingly few are
really transforming their business,
using technology to create profound
changes across their organisation.

With this context it is no surprise
that enterprises need support to
make transformation a practical
reality in their business. As demand
for delivery becomes increasingly
urgent, more opportunities will arise
for third party providers who can help
companies to scope and implement
the tools and organisational structure
to drive change.

This is all the more surprising if you
consider the shift to cloud-based
computing in recent years, the
extension of 3G and 4G provision, the
rapid acceleration in data collection,
and the prevalence of AI and
automation technology. As Paul
Landsman discusses in his article on
the transformation timebomb, the
gap in which businesses can start to
use these opportunities is shortening.

Luke Bray considers some key areas
where we are seeing incredibly high
demand for these specialist tech
and consultancy services, including
the transition to the public cloud,
data analysis and insight, and best
practice consultancy and training.
It may seem astonishing that digital
transformation now accounts for
over a third of the UK consultancy
market, but when one looks at the
pace of change and in the context
of a global digital skills shortage, we
expect to see the demand for these
types of services only increase in the
coming years.

Customers will drive this change.
They expect to access products and
services quickly and easily, and they
are not loyal to one provider if the
service level is not right. Disruptors in
the market that can use technology
to offer this before longer-standing
companies can update their legacy
infrastructure pose a real threat.
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The transformation
timebomb

83%
Investment
in digital
transformation
has become an
imperative…

The percentage of
companies that say they
are under increasing
pressure to deliver new
products and services
more quickly2

88%

The percentage of companies
planning to increase digital
technology investment in 20197

…with unparalleled
opportunities for
those that succeed…
By Paul Landsman
Investment team

Time is starting to run out
for businesses to embrace
digital transformation,
argues Paul Landsman.

Consider this statistic: the average
business’s website in the UK today
takes 8.66 seconds to fully load1, yet
the typical user will move on if the
content they seek is not available
to them within 3 seconds. It’s an
illustration of the accelerated pace
with which businesses must now
operate and the price paid by those
that don’t.
Businesses recognise the case for
transformation; 81% of companies
surveyed in one recent report feared
that ignoring the issue would
jeopardise their competitiveness2
and they are right to be concerned.
Customers are more demanding than
ever before. Both consumer-facing and
business-to-business enterprises are
now dealing with clients for whom
technology has transformed their
daily lives and their expectations are
higher than ever. 76% of customers
surveyed by Salesforce stated that it’s
never been easier to take their
business elsewhere.3
Businesses are not just racing against
other incumbents to transform;
new entrants powered by technology
are finding it easier to enter those
markets and compete at pace.

2

This is leading to unprecedented
disruption – while 25 years ago the
average S&P 500 Index business
could expect to remain in the flagship
index for over 30 years, at today’s
forecast churn rate about half of
the firms in the index today will be
replaced over the next 10 years.4
The time to act is now. Businesses
have been talking about digital
transformation for some time,
the pressure on those that have
yet to make the leap is now coming
to a head.
One driver of change is the ubiquity of
high-speed broadband and 3G and 4G
data connectivity. Ofcom estimates
that 91% of premises in the UK now
have access to the former and 63% of
the UK is covered by 3G or 4G services.5
The shift to cloud-based computing
is another factor, with research
suggesting that half of UK’s business
infrastructure has now moved to the
cloud.6 This is important in two regards.
Firstly, it is now simpler and more
affordable for businesses to scale
their operations at speed; secondly it
enables businesses seeking to digitalise
access to a huge range of software.

livingbridge.com

80% 53%
80% of companies that have
undergone digital transformation
efforts reported increased
profitability, compared to 53%
of other companies8

…but existential
dangers for those
that fail to innovate

66%

The percentage of
customers who say
it takes more for a
company to impress
them with new products
and services than
ever before3

£

28%
76%

The percentage of customers that
say it’s never been easier to take
their business elsewhere.

livingbridge.com

Companies estimate 28% of their
revenues, on average, are under
threat from digital disruption over
the next five years10
3
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Most importantly perhaps, real digital
transformation will likely lead to
a rethink of the entire value proposition.

From customer relationship marketing
and enterprise resource planning to
workforce management and even
artificial intelligence, it is possible to
plug in and integrate off-the-shelf
solutions available in the cloud. The
breadth and inter-operability of these
tools underline a crucial truth about
digital transformation – it spans
everything that a company does
in its front, middle and back office.
What this means is that digital
transformation is a strategic shift
for many companies; it is not an
exercise in IT procurement and it will
require leadership and oversight from
management teams. As well as the
practical challenges of managing
the transition, once completed the
changes may also flag gaps in the
business. For example, they may
highlight that the business no longer
has all the skills it requires and needs
to hire new talent; they may also
demonstrate where systems are no
longer sufficient for a business built on
technology, such as in cyber security.
We have seen in the telecoms
sector how the drive for digital
transformation has led to internal
structural change, with re-sellers
embracing a move from large capex
sales of ‘tin’ to providing a cloudbased unified communications
platform. This has in turn changed
the skills required in their businesses,
from sales staff through to operational
support – and even shifted the profile
of their profit and loss accounts, with
smaller sums flowing in upfront than
in the past, but revenues now recurring.
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Case study

Equally, software businesses which are
having to rebuild their products into a
public cloud environment to allow for
multi-tenanted instances that are
highly scalable, are seeing a similar
profitability impact as license fees
become recurring subscriptions.

Symphony
Ventures

Most importantly perhaps, real digital
transformation will likely lead to a
rethink of the entire value proposition.
At Livingbridge investee, Carousel
Logistics, their value proposition has
now been shaped around the bespoke
logistics technology sitting at the
heart of the business. Technology now
encompasses how customers choose
to buy from them and submit their
orders, the processing and fulfilment,
and how the organisation is structured
to deliver that.

A global robotic process
automation (RPA)
services firm.
Symphony Ventures provides
consulting, implementation and
managed services to enterprise
clients looking to automate
operational processes that are
manual, repetitive, complex and
time consuming through RPA and
Intelligent Automation solutions.

In this way digital transformation
is a fundamental change, but it is
essential and it must be led from
the top. The window in which digital
transformation is an option is closing,
and those who do not make the leap
forwards soon will, inevitably, be
left behind.

By helping clients design, implement
and support a better way of working,
they can help enterprises deliver
real digital transformation within
their business.

“Livingbridge backed our
vision and understood the
market opportunity of digital
transformation. They helped
us to move our business
forward as we continue to
evolve and innovate in the
exciting automation space.”

David Poole
CEO

Following our investment in 2017,
the business grew rapidly, expanding
its team and breaking into new
geographies as it looked to capitalise
on a market that is expected to
reach £920m by 2021. At the end
of last year Symphony was acquired
by SYKES, an international listed
business process outsourcing firm,
enabling us to deliver a 2.4x gross
multiple to our investors.

livingbridge.com

livingbridge.com

5

TMT – In Focus: Digital transformation

TMT – In Focus: Digital transformation

Cashing in on
transformation
Investment
in digital
transformation
has become an
imperative…

Enterprises running short of time
to embrace digital transformation
will need support from the specialist
technology and consultancy
businesses with the tools and expertise
to help them bridge the gap. We are
seeing a large number of very fastgrowing companies who are solving
these challenges for big enterprises,
demonstrating the huge quantity of
demand that exists in the market.

Total global spending on
digital transformation is
growing at a rate of 16.7%
a year and is expected to
reach $1.97 trillion in 202211

16.7%
By Luke Bray
Investment team

43% of companies cite
internal resistance to change
as the biggest obstacle
to digital success13

50%of companies
fear they are
failing to execute
on their digital
transformation
strategies12

50%

43%

55%

of business leaders
concede they do not
know where to start
with improving the
customer’s digital
experience14
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…but companies
recognise they need
specialist help from
third party technology
suppliers, advisers and
consultants to pull off
transformation…

Technology
businesses have a
fantastic opportunity,
says Luke Bray, if they
can successfully serve
the huge market of
enterprises embracing
digital change.

Newer technologies with the
potential to drive the scalability of
operations and deliver more valuable
products to customers are in high
demand. For example, the public
cloud providers offer not only
infrastructure at scale, but also a
suite of tools at your fingertips
through their platforms, such as
artificial intelligence, NLP and
chatbots to improve the quality
of your customers’ experience.
Over time, making use of these
technologies will transition from a
differentiator to a hygiene factor,
and subsequently anyone not
doing so will be left behind.

IT services spending is expected to
increase 4.7% globally in 2019,
reaching $1 trillion for the first time16

…and the
opportunity
to provide
this support
is huge

20%

of the global consulting market
is now accounted for by digital
transformation consulting, with
business that was worth $44bn
in 201815

livingbridge.com

$1tn
livingbridge.com

50%

The opportunity is rapidly growing
for businesses who can support
customers on the journey to the
cloud. The three main options to
get an enterprise’s legacy IT
infrastructure into the cloud are:
migration of existing applications
(such as through lift-and-shift or
with further tinkering); replacement
with off-the-shelf products (consider
Salesforce implementation partners);
or even building greenfield
applications. Across each of these
options are a number of different
methods and routes, and enterprises
need a lot of help in navigating these
across their entire IT estate, and this
help is coming from the new wave
of cloud-first system integrators,
consultancies and development
houses.
Equally, providing this help to move
to the cloud can deliver much more
value than simply cost saving for an
Enterprise. For example, by migrating
to software development in the public
cloud companies can design, build,
test and run products which can be
constantly iterated and improved at
scale through agile and DevOps
methodologies which bring the
product owners, developers and
operations teams closer together.
As enterprises need help and
expertise, which is unlikely to exist
in their current organisation to work
in this way, they will have to look to
external parties to access and unlock
this value.

of IT budgets will be tied
to digital transformation
initiatives by 202017
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As well as providing products and
services across the tech stack, there
is a big opportunity to provide
ongoing services to businesses
engaged in transformation. That
might include consultancy and
training, for example, designing,
implementing and managing the
workflows of the business in its
new incarnation, whilst training
the staff within the business to
work in this way.
Another trend within an increasingly
digital world is the inevitable increase
in the quantity of data. Aided by speed
of access to the required computing
power provisioned through the cloud,
we are seeing a rapid rise in tools to
analyse this data and drive decision
making, with four in five businesses
considering investments in advanced
analytics.18 It is an almost ubiquitous
challenge for all enterprises to make
better use of their data, whether that
be for price optimisation, efficiency of
operations or allocation of resources.
We are seeing a number of fast
growth consultancy-led businesses,
helping organisations to build scalable
data platforms and a Business
Intelligence layer to aid management
decisions and feed directly back into
product design.

https://www.machmetrics.com/speed-blog/averagepage-load-times-websites-2018/
2
https://www.itproportal.com/news/companies-need-toembrace-digital-transformation-to-succeed/
3
https://www.salesforce.com/research/customerexpectations/
4
https://www.innosight.com/wp-content/
uploads/2016/08/Corporate-Longevity-2016-Final.pdf
5
https://www.ofcom.org.uk/__data/assets/pdf_
file/0024/108843/summary-report-connectednations-2017.pdf
6
https://www.information-age.com/nearly-half-ukinfrastructure-moved-cloud-six-months-123469133/
7
http://www.dxc.technology/digital_transformation/
flxwd/146060
8
https://www.techrepublic.com/article/digitaltransformation-leads-to-better-profits-for-80-ofcompanies-that-pursue-it-says-report/
9
https://www.thedigitaltransformationpeople.com/
channels/strategy-and-innovation/how-fortune-500companies-are-placing-digital-transformation-at-thecentre-of-their-innovation-strategies/
10
https://www.cio.com/article/3306452/digitaltransformation/whats-your-digital-business-model.html
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Digital transformation represents a
huge opportunity to provide products
and services to help enterprises take
advantage of it.

Such is the demand for these
products and services that research
published last year suggested the
global digital transformation market
now accounts for more than a third
of the UK’s £7.3bn consulting
market.19 Outsourcing these services
makes sense for businesses in the
context of a mass shortage of digital
talent. Experts are needed both to
support the transition and to ensure
the transformed business is able to
operate effectively, but the World
Economic Forum has warned that the
“demand for talent to deliver on new
capabilities will significantly outstrip
supply” over the next five years, with
businesses developing these services
facing the same digital talent
shortage that faces their clients.20

graduate academy creating the next
generation of high-quality software
testing talent. Other businesses have
taken different routes, with some
embracing a freelance model allowing
for complete flexibility of work and
reducing operating leverage on the
business itself.

https://www.idc.com/getdoc.
jsp?containerId=prUS44440318
12
https://wiprodigital.com/news/new-survey-highlightsleadership-crisis-digital-transformation/
13
https://home.kpmg/content/dam/kpmg/no/pdf/2017/
cio-survey-2017.pdf
14
https://engagecustomer.com/business-leaders-depthdigital-transformation/
15
https://www.consultancy.uk/news/17223/digitaltransformation-consulting-market-accelerates-to-44billion
16
https://www.gartner.com/en/newsroom/pressreleases/2018-10-17-gartner-says-global-it-spending-togrow-3-2-percent-in-2019
17
https://www.7wdata.be/article-businessagility/gartneridc-and-forrester-on-the-future-of-digitaltransformation/
18
https://www.experianplc.com/media/news/2018/
four-in-five-businesses-investing-in-advanced-analytics/
19
https://www.consultancy.uk/news/13489/digitaltransformation-consulting-market-booms-to-23-billion
20
https://www.weforum.org/agenda/2017/12/3-thingsevery-company-can-do-to-avoid-digital-disruption/
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There is a huge opportunity here for
businesses to provide products and
services to help enterprises take
advantage of digital transformation.
With acute talent shortages in this
space, businesses that do have the
capability are very compelling and
are well positioned to take advantage
of future demand.

We have met a number of businesses
training graduates to create the talent
rather than fight for it. This might be
training in a specific product, such as
Tableau, or broader holistic skills such
as data science. For example, our
own investee Ten10 has a growing
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Get in touch
If you would like to find out more
about our approach to investing or
to discuss any potential opportunities,
then please get in touch with:
Matthew Caffrey
matthew.caffrey@livingbridge.com
+44 (0)161 912 6500

100 Wood Street, London EC2V 7AN
www.livingbridge.com
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