Research Report: IT/Digitization/
Connectivity Trends

Investments by Industry Players

e Investment in digital electricity infrastructure and software has grown
by over 20% annually since 2014, reaching USD 47 billion in 2016. This
investment was almost 40% higher than investment in gas-fired power
generation worldwide (USD 34 billion) and almost equal to total
investment in India's electricity sector (USD 55 billion).

e Trust architectures and digital identity investments grew by nearly 50%
as security, privacy, and resilience become increasingly critical across
industries. Investment in applied AI, advanced connectivity, and cloud
and edge computing declined, but these technologies are more mature
and can often scale further with lower marginal investment.

e Absolute investments remained strong in 2022 at more than 1 trillion
combined across the tech trends, indicating great faith in the value
potential of these trends. Generative Al made a significant entrance with
a threefold increase in interest from 2021 to 2022, showing potential for
transformative business impact [1].

e Total investments made by industry players in IT/Digitization/
Connectivity trends remained strong in 2022, amounting to more than 1
trillion INR. Investment in Trust Architectures and Digital Identity saw
the most significant growth, increasing by nearly 50% from 2021 to
2022.

e However, investments in other key areas such as Applied Al, Advanced
Connectivity, and Cloud and Edge Computing saw declines, though the
exact percentages were not specified. Despite these declines, the
absolute investments indicate a strong belief in the potential value of
these technologies [2].
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Business Problems Solved by Product
Category

Digitization and advancements in connectivity have revolutionized the B2B
landscape, addressing several long-standing challenges and creating new
opportunities for businesses to thrive. Here are some of the biggest problems
being solved:

1. Inefficient Supply Chains:

- Problem: Traditional supply chains often suffer from inefficiencies,
lack of transparency, and communication gaps.

- Solution: Digital tools enable real-time tracking and monitoring of
goods, predictive analytics for demand forecasting, and enhanced
communication between stakeholders, leading to more streamlined
and efficient supply chain operations.

2. Data Silos and Inconsistent Information:

- Problem: Disconnected systems across departments can lead to
inconsistent data, making it hard to get a unified view of
operations.

- Solution: Integration platforms, cloud-based solutions, and IoT
devices create a more cohesive data environment, allowing for
seamless data sharing and unified reporting across an organization.

3. Manual Processes and Paperwork:

- Problem: Manual processes are time-consuming, prone to errors,
and inefficient.

o Solution: Digitization automates many of these tasks, from
procurement and order processing to invoicing and payments,
reducing errors and freeing up human resources for more strategic
activities.

4. Lack of Customer Insights:

- Problem: Understanding customer needs and behaviors in B2B
environments can be complex due to the nature of business
relationships.

- Solution: Advanced analytics and CRM systems collect and analyze
customer data, providing deeper insights into customer needs,
preferences, and purchasing behaviors, leading to more targeted
marketing and improved customer service.

5. Communication Gaps:

o Problem: Inefficient communication between teams and with
clients can lead to misunderstandings and delays.
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- Solution: Collaboration tools, such as project management
software, video conferencing, and instant messaging platforms,
facilitate better communication and collaboration both internally
and externally.

6. Slow Decision-Making:

- Problem: Decision-making in B2B can be slow due to complex
approval processes and lack of timely information.

o Solution: Real-time data analytics, AI-driven insights, and
collaborative platforms enable faster, data-driven decision-making.

7. Procurement Challenges:

> Problem: Traditional procurement processes can be cumbersome
and lack transparency.

o Solution: E-procurement platforms allow for more transparent,
efficient, and cost-effective purchasing processes, often leveraging
Al to recommend the best vendors and terms.

8. Scalability Issues:

- Problem: Scaling operations can be challenging without proper
infrastructure and tools.

- Solution: Cloud solutions offer scalable infrastructure, while
automation and AI help businesses manage increased demand
without proportional increases in cost or resources.

9. Security Concerns:

- Problem: Traditional business practices can expose companies to
greater security risks.

- Solution: Advanced cybersecurity tools and practices, such as
encryption, blockchain, and secure cloud services, provide better
protection against cyber threats and ensure data integrity.

10. Customer Experience:

- Problem: Meeting the high expectations of B2B customers for fast,
reliable service can be difficult.

- Solution: Self-service portals, personalized experiences through
Al, and robust customer support systems enhance the overall
customer experience and satisfaction.

These solutions, driven by digitization and connectivity advancements, are
transforming how B2B companies operate, making them more efficient,
responsive, and competitive in the global market. [3] [4]
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Impact on Business Metrics

e Trends and usage of IT, digitization, and connectivity significantly impact
business metrics by enhancing operational efficiency, reducing costs,
and improving customer satisfaction. [5]

e The 300% increase in internet traffic and the growth rate of mobile
broadband subscriptions indicate a significant rise in connectivity, which
can enhance business operations through improved communication and
data exchange. [6]

Positively Impacted Metrics:

1. Operational Efficiency:

- Metric: Time to complete tasks, overall process cycle times,
production downtime.

- Impact: Automation and digital tools streamline processes,
reducing cycle times and increasing throughput.

- Example: Siemens implemented digital twin technology, resulting
in @ 30% reduction in time to market and a 40% reduction in
product development costs.

2. Revenue and Sales Growth:

o Metric: Year-over-year revenue growth, sales conversion rates,
customer lifetime value (CLTV).

- Impact: Enhanced customer insights through data analytics and
CRM systems boost sales strategies and customer retention.

- Example: Amazon Web Services (AWS) significantly contributed to
Amazon's revenue growth, with AWS revenue reaching $62.2
billion in 2021, a 37% increase from the previous year.

3. Cost Savings:

- Metric: Operational costs, cost per transaction, procurement costs.

o Impact: Automation reduces labor costs, and optimized supply
chains lower procurement and operational expenses.

- Example: General Electric (GE) utilized predictive maintenance
and IoT analytics on its wind farms and jet engines, resulting in up
to 10% savings in maintenance costs and a 20% reduction in
unplanned downtime.

4. Product Quality:

- Metric: Defect rates, return rates, and warranty claims.

- Impact: Improved monitoring and predictive maintenance reduce
defects and enhance product quality.

- Example: Boeing implemented digital twin technology and
predictive analytics for quality control, reducing production errors
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by 50% and leading to an estimated savings of $17 million
annually.

5. Customer Satisfaction:

- Metric: Net Promoter Score (NPS), Customer Satisfaction Score
(CSAT), Customer Effort Score (CES).

- Impact: Better communication and faster service delivery through
digital platforms increase customer satisfaction.

- Example: Zendesk's analytics tools and automated customer
support solutions helped clients achieve an average 25% increase
in CSAT. Companies like Shopify have seen improved customer
service metrics by integrating Al-driven chatbots and personalized
support features.

6. Inventory Management:

- Metric: Inventory turnover ratio, stockout rates, and days sales of
inventory (DSI).

- Impact: Real-time tracking and demand forecasting optimize
inventory levels, reducing excess stock and stockouts.

- Example: Walmart’s investment in real-time inventory tracking
and demand forecasting reduced excess inventory by 15% and
improved stock availability by 30%.

7. Market Penetration:

- Metric: Market share percentage, number of new customers
acquired.

- Impact: Digital marketing and e-commerce platforms extend
market reach and attract new customers.

- Example: Alibaba’s cloud computing and e-commerce platforms
significantly contributed to a 32% year-over-year increase in total
revenue for 2021.

8. Forecast Accuracy:

- Metric: Forecast error rates, mean absolute percentage error
(MAPE).

o Impact: Advanced analytics and AI improve forecast accuracy,
reducing error rates.

- Example: Procter & Gamble (P&G)’s adoption of predictive
analytics enhanced their demand forecasting accuracy by 30%,
reducing overstock and stockout situations.

9. Customer Acquisition Cost (CAC):

o Metric: CAC ratio.
- Impact: Digital marketing strategies can optimize spending,
lowering the cost of acquiring new customers.
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- Example: HubSpot's analytics-driven marketing platform reduced
its customer acquisition cost (CAC) by 25%, making their inbound
marketing methodology highly cost-effective.

10. Time to Market:

o Metric: Product development cycle time, time from concept to
launch.

- Impact: Digital collaboration tools and streamlined processes
reduce time to market for new products.

- Example: Tesla's use of digital manufacturing and real-time data
analytics enabled them to reduce the time to market for new
models by approximately 30%.

11. Maintenance Costs:

- Metric: Total maintenance costs, mean time between failures
(MTBF).

o Impact: Predictive maintenance driven by IoT and analytics
reduces overall maintenance costs and improves equipment
uptime.

- Example: Shell’s use of predictive maintenance and IoT sensors in
their oil rigs reduced maintenance costs by 20% and decreased the
frequency of unplanned downtimes by 30%.

12. Energy Consumption:

o Metric: Energy consumption per unit produced, overall energy
expenses.

- Impact: Smart technologies and IoT improve energy
management, leading to reduced consumption and expenses.

- Example: By implementing smart energy management systems,
Nestlé reduced its energy consumption per unit of production by
18% over five years. [7]

Negatively Impacted Metrics:

1. Initial Investment Costs:

- Metric: Capital expenditures (CapEx), IT spending.

o Impact: Significant initial investments in digital infrastructure and
technology can temporarily elevate CapEx and operational costs.

- Example: Many companies find that the initial cost of digitization
and deploying advanced technologies can be substantial, although
long-term savings and efficiencies often justify the investment.

2. Cybersecurity Risks:

o Metric: Number of security breaches, data breach costs, downtime
due to cyber incidents.
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o Impact: Increased digital and connected environments can bring
higher risks of cybersecurity incidents, resulting in potential
financial losses and downtime.

- Example: Companies like Equifax have faced severe financial and
reputational damage from data breaches, emphasizing the need for
robust cybersecurity measures alongside digital transformation. [8]

These examples provide a comprehensive picture of how digitization and
connectivity advancements are influencing diverse business metrics across
various industries. The impacts range from improved operational efficiency
and cost savings to challenges related to initial investments and
cybersecurity risks.

Adoption Trends in IT, Digitization, and
Connectivity

Technology Trends and Adoption

e Generative AlI:

- Emerged as a transformative technology.

o Catalyst for tech investment and talent interest in 2023.

o Potential for significant business impact as identified by McKinsey
Technology Trends Outlook 2023.

e Sustainable and Inclusive Growth:

o Technology trends are focusing on sustainable and inclusive
growth.

> Aimed at solving complex global challenges.

o Executives are advised to understand potential use cases for these
advanced technologies.

e Investment in Technology Trends:

o Despite overall tightening, investment remains high, indicating
strong faith in value potential. [9]

Digital Divide and Connectivity
e Persisting Digital Divide:

o Disparities in internet connectivity between rural, urban, and
suburban areas.

o Rural areas showing improvements but still lag behind in
broadband adoption and smartphone ownership.

e Smartphone and Internet Use:

> Rapid growth worldwide, especially in emerging economies.
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o Existing gap in adoption rates between advanced and emerging
economies.

e Social Media Use:

> More common in advanced economies despite rapid internet growth
in emerging ones.

e Generational Adoption:
o Quicker adoption of smartphones among younger generations in

emerging economies, highlighting an age demographic digital
divide. [10]

Global Connectivity

e Specific Insights and Data
- Home Broadband Adoption:
= Increased by 9% in rural areas from 2016 to 2021.
- Smartphone Ownership:

= Significant rise of 9% among rural residents from 2018 to
2021.

- Tablet Ownership:
» Remained stable from 2019 to 2021.
o Rural vs. Urban Digital Inclusion:

= Rural adults are less likely than wurban adults to own
computers and go online daily. [11]

Challenges Across Industry Segments

1. Oil and Gas Industry:

- The sector is undergoing significant digital transformation,
leveraging private 5G networks for streamlined operations and as a
foundation for building next-generation use cases.

o Challenges include creating a unified connectivity solution due to
the complex physical structure of facilities, ensuring security and
safety, and overcoming the Ilimitations of legacy connectivity
solutions like Wi-Fi.

- The industry faces the need for a secure, high-performance
connectivity infrastructure that is reliable and dedicated, with no
single point of failure, to support the digitalization of operations.
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> There's an urgent need to digitize to ensure cost savings amidst
increased uncertainty, price collapses, and instability in the sector.

2. Healthcare Sector:

> Challenges include ensuring data privacy and security, integrating
disparate systems across healthcare providers, and managing the
high cost of IT infrastructure.

o There's a need for robust IT solutions that can handle sensitive
patient data securely while providing seamless access to healthcare
services.

3. Banking and Finance Sector:

> The sector is rapidly adopting digital financial services to enhance
financial inclusion.

o Challenges include protecting customers from fraud and abuse,
ensuring the security of digital transactions, and addressing
financial illiteracy among consumers.

o Regulatory environment and cybersecurity risks pose significant
challenges in adopting digital transformation effectively.

4. Education Sector:

o Challenges include providing equitable access to digital learning
resources, ensuring reliable internet connectivity for remote
learning, and protecting student data privacy.\n

> There's a need for scalable IT solutions that can support diverse
learning environments and integrate with existing educational
tools. [12]

Mentions Distribution

e The challenges in adopting IT/Digitization/Connectivity solutions across
industry segments vary significantly, with cybersecurity risks being the
most mentioned challenge (25%).

e Digital transformation and technological infrastructure both receive
significant attention, each accounting for 20% of mentions, indicating
these are key areas of focus for industries.

e Connectivity challenges are also notable, with 15% of mentions,
suggesting that reliable and secure connectivity is a critical concern for
industries.

e Regulatory environment and financial inclusion are less frequently
mentioned, at 10% each, indicating these may be less immediate
concerns but are still relevant to the overall adoption of digital solutions.
[13]
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PERCENTAGE OF MENTIONS BY
TOPIC

Percentage of Mentions

Percentage of Mentions per Topic

Comparison of IT/Digitization/Connectivity
Adoption Among Business Segments

A. Enterprise Businesses

Aspects and Characteristics

¢ Resources and Infrastructure:
o Possess more resources and existing infrastructure to invest in
digital transformation.
e Challenges:
o May face difficulties in transitioning from legacy systems to new
digital platforms.
¢ Need for Digital Transformation:
o Essential for maintaining competitive advantage and meeting
evolving customer expectations.
e Leadership Role:
o Leadership and company culture are pivotal to driving
transformation at scale.
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Case Study: Siemens

e Resources and Infrastructure:

- Example: Siemens has harnessed its vast resources and existing
infrastructure to drive the adoption of digital twins and IoT
technologies in manufacturing and energy sectors, exemplified by
the launch of Siemens Energy Performance Services in 2022.

e Challenges:

> Solution: Siemens addressed the complexity of transitioning from
legacy systems by investing in scalable hybrid cloud solutions,
collaborating with major cloud providers like AWS and Microsoft
Azure to ensure smooth migration and integration.

¢ Need for Digital Transformation:

- Outcome: The integrated use of digital twins improved operational
efficiency by 20-30%, reduced energy consumption, and led to cost
savings for both Siemens and its clients, ensuring they remain
competitive and aligned with sustainability goals.

e Leadership Role:

- Role: CEO Roland Busch highlighted the strategic push towards
digitalization, embedding it into Siemens' global operational and
innovation strategies, and fostering a culture that embraces digital-
first initiatives.

B. Mid-Segment Businesses

Aspects and Characteristics

e Agility:
o Generally more agile than large enterprises, which can facilitate the
adoption of new technologies.
e Budget Constraints:
> Face financial limitations that may impact the extent and speed of
digital uptake.
e Strategic Importance:
o Adopting digital solutions is key for gaining market share and
competing with larger companies.
e Focus Areas:
o Digital initiatives may prioritize operational agility and enhanced
customer experiences.

Case Study: Zoom Video Communications

e Agility:

- Example: Zoom expanded their digital ecosystem rapidly during
the COVID-19 pandemic (2020-2022). They introduced Zoom Apps
and the Zoom AI feature set, integrating third-party applications
and Al-driven productivity tools directly into their platform.
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e Budget Constraints:

- Solution: Despite budget constraints, Zoom strategically invested
in R&D and digital innovation through partnerships to scale their
offerings without bearing the entire financial burden alone.

¢ Strategic Importance:

- Qutcome: By continuously enhancing their digital platform, Zoom
maintained a significant market share against larger competitors
such as Microsoft Teams and Google Meet, catering to the evolving
needs of businesses transitioning to hybrid work models.

e Focus Areas:

- Benefit: The focus on creating seamless, integrated customer
experiences facilitated continued growth and adoption, driving user
engagement and satisfaction in both enterprise and education
sectors.

C. Small Businesses

Aspects and Characteristics

e Resource Constraints:
o Typically have tighter budgets and fewer IT personnel.
e Targeted Digital Transformation:
o Efforts are often focused on areas that promise immediate returns
on investment, such as online sales channels or cloud-based tools.
e Adaptability:
o Smaller size and simpler systems can make them more adaptable
to digital trends quickly.

Case Study: Misfits Market

¢ Resource Constraints:

- Example: Misfits Market, an online grocery service focusing on
reducing food waste, utilized innovative digital platforms to
streamline operations and improve customer reach during the
surge in e-commerce from 2020 to 2023.

e Targeted Digital Transformation:

- Solution: The company adopted Shopify Plus, Zoho CRM, and
cloud-based logistics platforms to optimize inventory management,
customer relationship management, and order fulfillment
processes.

e Adaptability:

- Qutcome: Misfits Market grew exponentially by using targeted
digital strategies. Their digital transformation enabled them to
scale from serving a few states to nationwide delivery, reducing
costs and improving service efficiency in the process. [14]
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D. Commonalities Across Business Segments

Aspects

e Imperative Need:

o Acknowledgment of the essential need to integrate digital
technology into operations.

e Pace and Approach:

- The approach and pace of digital adoption vary based on company
size, industry, infrastructure, and resources.
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