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In boardroom and business meetings conversations containingcertain words and concepts are appearing with great regularity.
Words such as “dynamic,” “complex” and “disruptive” are
used to describe the current state of flux of the economy. 

Concepts like “market shifts,” “regulatory and tax
burden”, “innovative capacity” and “risk optimiza-
tion” capture some of the many uncertainties that
are influencing key decisions about near and
long-term strategies. 

This conversation has been shaped by
years of global economic change — both
good and bad. Five years after a global eco-
nomic downturn, recovery is inconsistent from
nation to nation and quarter to quarter. 
Emerging markets around the world —

though representing significant opportunities for
companies from a market, production and supply

perspective — are presenting new challenges, with
an uncertain future for what had been consistent off-

shoring and growth stories in places like China and India. 
The downturn has also caused many governments around the

globe to refocus and expand their regulatory stance on business oversight
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and taxation. In addition, political divi-
sions have also influenced regulatory
and policy changes, affecting growth in
the United States and the European
Union, while political shifts in the Mid-
dle East have created uncertainty
around markets and supply chains.
Consider also that leadership changes
and demographic challenges from aging
populations in China and Japan have
affected current and potential future
regulatory policies in those regions. 
All the while, technology continues

to evolve, opening up the possibilities
and pitfalls of cloud environments,
social media, data and analytics and
wide-scale mobility. These and other
technology changes are fostering the
creation of entirely new industries and
enterprises at the same time that they
redefine how existing businesses oper-
ate and influence customer choices.
The biggest question of all is: How

can a business translate all of this
rapid change into a competitive ad-
vantage and, ultimately, a sustainable
profit growth profile? In the face of so
much change happening at so fast a
pace, today’s leading businesses are
challenged to develop an operating
model that will allow them to meet
and exceed  growing market demands. 
But even beyond just keeping up

with change, many businesses have
opportunities to use the economic un-
certainties, regulatory changes and
disruptive technologies to their advan-

tage. Those seeking to find that advan-
tage are focused on “transformation” to
drive profit growth and evolve and
build for the future. In fact, 93 percent
of 910 executives at U.S.-based multi-
nationals and asset management firms
said their companies were in some
stage of changing their business mod-
els, according to a KPMG survey due
to be released this fall.
The goal of such transformation is

to create an operation that is not only
aligned with strategic objectives of the
moment, but is also innovative, agile
and responsive to change. Businesses
that undertake transformations are bet-
ter focused on their customers, and
better equipped to stay ahead of cur-
rent competitors, as well as to new
challenges and opportunities. 

Transformation as a
Competitive Advantage
Transformation is about making compre-
hensive changes to the business at a time
when incremental shifts are not suffi-
cient. Businesses are challenged to think
holistically, to develop operating models
that will empower them to respond to
current pressures and translate change
into a competitive advantage.
While the presence and persistence

of change are obvious, finding the right
response is a more significant challenge.
To transform an operation into a model
better suited to today’s demands, C-
suite executives have to ask a wide
range of pressing questions, such as: 
• With the changes in markets around
the world, impacts on costs and sup-
ply chains, opportunities for mergers
or acquisitions and emergence of in-
novative and disruptive technologies,
what will the business look like in the
next five years? 
• With access to information 
growing each day, and the demand 
for goods and services evolving, 
how will customer needs and wants
change in the future? 
• Who are the competitors today, and
who will be competitors in the years
ahead? Is this a space where existing
or new technology lowers the barriers

to entry? Stacked up against competi-
tors, what are my company’s greatest
vulnerabilities and what are its great-
est strengths? 
• To stay innovative, cost-effective and
ahead of the curve, what will be the
most effective operating model in the
years ahead? 
• How does the company manage its
increasing risk, optimize its global tax
position and address regulatory changes?

Many of these are questions that
executives did not need to ask 15, 10
or even five years ago. They are now
essential considerations in a world
where information moves faster and is
more accessible than ever, where sup-
ply chains are far flung and complex
and where increased regulatory influ-
ence is altering the playing field for
many industries.
For example, financial services or-

ganizations are currently managing a
highly charged regulatory landscape,
lost revenue and rapidly changing cus-
tomer preferences. This difficult envi-
ronment has thrust industry
participants into a transformation jour-
ney. They are overhauling their operat-
ing models with the overriding goal of
reducing costs to improve efficiency
ratios and aligning business practices
with new regulatory agendas. 
In many cases, industry leaders

have moved aggressively to automate
manual processes through workflow
solutions and to optimize infrastruc-
ture such as physical locations and
aging technologies. The industry has
been challenged with promoting agile
processes exposed through cross-cus-
tomer channels and moving toward
real-time posting and analytics to en-
able greater cross-sell and share-of-
wallet initiatives.
At the same time, financial service

providers have been seeking ways to
simplify products and service attrib-
utes for better customer transparency.

These are examples of some of the
challenges arising in a single industry,
and are a small measure of transforma-
tions happening in multiple sectors. 
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Four Drivers of Transformation
To help narrow the issues happening
across the economy, KPMG analysis
has identified four key drivers of trans-
formation: Economic Forces; Regulatory
Requirements; Customers and Compet -
itors; and Disruptive Technologies.
• ECONOMIC FORCES include

factors like slow growth and the need
for cost reduction, challenges that
many businesses still face as the im-
pacts of the global downturn continue
to be felt and as recovery happens in
fits and starts around the world. Other
economic concerns include new
sourcing and business models and an
increase in mergers and acquisitions.
According to the most recent data from
KPMG’s International Global M&A
Predictor [DEFINITION OF THIS IS
NEEDED], the appetite for acquisitions
is poised to increase in the years to
come, especially in the U.S., where
corporate balance sheets are flush with
cash and credit markets are improving.
• REGULATORY REQUIREMENTS.

Companies are facing rapid change,
increasing scrutiny and transnational
considerations. Political stalemate in
some markets, and unrest in others, is
fostering a need to predict, prepare
and respond with agility to changing
regulatory, tax and trade requirements.
• CUSTOMERS AND COMPETI-

TORS are forcing businesses to con-
front low-cost market entrants,
changing preferences, changing chan-
nels and increasing transparency. So-
cial media networks and technology
are making brand protection more dif-
ficult and allowing customers to voice
demands in unprecedented ways.
Among the 910 companies surveyed,
customer demand was the most com-
monly cited trigger for transformation
among 33 percent of respondents,
while 30 percent cited domestic com-
petition as a transformation driver. 
• DISRUPTIVE TECHNOLOGIES

include social, mobile, analytics and
cloud. Indeed, cloud and mobile are
expected to be the most disruptive
technologies in consumer and busi-
ness markets over the next three years,

according to another recent KPMG
survey of more than 800 business
leaders, representing startups, mid-
sized and large enterprises, venture
capital firm and angel investors from
around the globe. 
Data and analytics are expected to

play a greater role as breakthrough
technologies are developed over the
same timeframe. Nearly a third of re-
spondents in the transformation survey
cited technology as their transforma-
tion motivator. 
With all of these factors to con-

sider, businesses are expected to
spend as much as $30 billion on
transformation in the coming years. 

Transformation and the
Financial Executive
In considering and undertaking a trans-
formation strategy, financial executives
can help provide the CEO and other
leadership with the vision and prag-
matic approach to help the organization
move forward. 
In fact, chief financial officers are

uniquely prepared for today’s issues. 
Though the past decade has not

been easy on financial executives, the
turmoil and upheaval in markets, tech-
nology and compliance management
have given financial executives first-
hand experience with many of the
drivers of transformation. The tactics
that CFOs applied to moving their
companies forward during the recent
recession may provide the foundation
they need to drive future strategy and
corporate culture changes. 
For years, CFOs have been working

to develop processes and models that
deliver faster, more accurate and more
insightful analysis and reporting while
also ensuring compliance and manag-
ing risk. One or all of these factors
might be driving the need for transfor-
mation in an organization, positioning
the CFO to contribute significantly to
those efforts. 
For these reasons and others, the

CFO is often a key influencer of trans-
formations across a business. Financial
executives can partner with the CEO,

division president or functional leaders
to enable transformation strategies that
deliver quantifiable and sustainable
results. Even the most ambitious trans-
formation vision is of limited use with-
out a workable path to
implementation.
In addition, no transformation ef-

fort is worthwhile if it does not deliver
financial results. The CFO is critical to
measuring success in a business trans-
formation and tying results to the ac-
tual performance of the business.
As with any large strategic under-

taking, transformation is a journey. Any
effort to innovate and implement a
new target operating model should be
envisioned and implemented as part of
an ongoing process. 
The goal of business transformation

is not to move from one static place to
another, but to make changes that will
prepare the organization with the tools
and skills it needs to effectively man-
age ongoing change, to adapt in the
future and to turn the challenges of a
dynamic business environment into
drivers of sustainable profit growth. 
This is true even when the business

is responding to a specific business
issue. Maybe a particular industry has
just seen the introduction or prolifera-
tion of a disruptive technology, such as
cloud or a new data analytics capabil-
ity. Maybe the greater access to infor-
mation through social media is leading
to higher expectations of value from

Business 
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clients or customers. Maybe the serv-
ices and solutions the company has
traditionally provided are now being
delivered in unprecedented ways
through new delivery models, like mo-
bile capabilities. 
Transformation needs come in dif-

ferent shapes and sizes, and there is no
one-size-fits-all approach. A variety of
needs must be met with a variety of
different tools. But with that in mind,
any effective journey to transformation
begins at the intersection of strategy
and tactical enablement. Vision is im-
portant, but visions have to be trans-
lated into implementable practices.
As a critical first step, it is vital to

ensure that individuals in the C-suite
agree on the vision, strategy and goals
of any transformation. An enterprise
change requires the support of leaders
with an enterprise perspective, who
must coalesce around a specific busi-
ness objective and execute together,
breaking down silos and driving
change at all levels and across key
functions. 
The alignment of the organization

is critical: 44 percent of companies in
the above-cited survey said their exec-
utive committee decides how to priori-
tize business transformation initiatives
under consideration. Leadership en-
gagement is essential to preparing an
organization for change and seeing it

through, to breaking down silos and
ensuring that all perspectives are con-
sidered when making decisions, and to
collaborating on the many steps that
foster a successful transformation. 

Implementing Solutions and
Measuring Value
Transformation involves big changes.
Those changes, however, are most often
the culmination of many small, incre-
mental steps successfully put in place
over time. Implementation requires pri-
oritization of these steps, tackling them
in a manageable way and measuring
progress against stated goals. It is also
critical to maintain flexibility so in order
to make necessary course adjustments
along the way.
With a focused vision, it is impor-

tant to bridge strategy and execution.
This is where the “big picture” is bro-
ken down into brush strokes. Where
does the transformation begin and
what are the steps that follow until the
company has reached its target operat-
ing model and value realization? What
is the timing horizon? What are the
investments that need to be made to
improve and expand? What are the
steps for continuing the journey once
today’s goals have been met? 
It is critical to move step by step, to

unwind complexity, and to understand
the ripple effects of each action as the
vision is operationalized.
It is also important to make room

for innovative changes — those that
truly differentiate an enterprise from its
competition to create sustainable com-
petitive advantage. In this day and age,
it is not good enough to just keep up
with best practices. Leaders must culti-
vate and implement an innovation cul-
ture that adds unique sustainable
changes to the traditional best practice
or cost-optimization approach.
Strong implementation also

requires bringing insight to focus the
vision. Any transformation effort has to
start with customer expectations: What
do internal or external customers ulti-
mately value? 
Another major consideration is the

prospects for technology’s role in the
business transformation. Technology is
often the catalyst for new innovations
in product and practice. 
Multiple additional elements are

key to a successful transformation im-
plementation. An organization’s struc-
tural and functional components, its
history and the perceptions of change
efforts and how transformation is likely
to affect people and culture will need
to be considered. There will be a need
for governance mechanisms to be in
place at different levels, and possibly
in different geographies, to successfully
implement a transformation. 
It is also important — at the outset

of the journey — to recognize how the
full ecosystem of capabilities can help
achieve an organization’s goals. The
constant rate of change occurring in
today’s business environment requires
a deep and current knowledge of each
component of a transformation effort
— including market dynamics, regula-
tory rules, technology advances, opera-
tional practices and program
implementation techniques. 
Having the right internal capabili-

ties and outside advisers working
closely within a program governance
model is important in developing and
executing on the optimal transforma-
tion strategy and realizing maximum
value and return on investment.
Last, but certainly not least, is inte-

gration. It is absolutely necessary to
break down the traditional, siloed op-
erations that are common in many or-
ganizations and that can be
particularly resistant to change during
organizational evolutions. Transforma-
tion cannot happen successfully if
there are barriers between interrelated
areas of an organization.
Building a new target operating

model necessitates the participation of
each part of an enterprise, even in
those areas that are not driving change.
It is essential to ensure that major
transformations are integrated fully into
the current and future goals of an or-
ganization, strengthening every part of
the operation, and serving as an exam-
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ple of how to evolve across the com-
pany.
As with any initiative, in transfor-

mation it is important to find ways to
measure the value of the steps being
taken and the changes being made.
This is an area where the financial ex-
ecutive’s role is critical. 
Being able to accurately quantify

the return on an investment in transfor-
mation is important to ensuring
progress over the long term, supporting
efforts that may require additional time
and resource, and correcting course
when the desired results are not being
achieved. 
Measuring value requires imposing

a discipline and objectivity around
understanding the economic value
drivers of a transformation strategy.
Without that discipline, it is possible
for a transformation to lose focus and
move in directions that don’t support
the strategy or serve the ultimate inter-
ests of the company. 
Measuring value is also essential

for the future. In addition to substanti-
ating transformation efforts underway
in the present, measuring value helps
justify and shape future
transformations. Without a clear return
on investment, it can be hard to mobi-
lize an organization to take on change;
and undertaking a transformation with-
out demonstrating measurable value is
almost certain to harden attitudes
against the ongoing change that is nec-
essary to continue strengthening a
business. 

Continuing the Journey — A
Pragmatic Approach
For many enterprises, leadership in the
current economy is going to require

more than a handful of small tweaks or
a few course corrections here and there.
Success is going to be defined by inno-
vative, whole-scale transformation and
making changes that impact all or large
parts of organizations. That is how busi-
nesses can improve operating perform-
ance, shift their focus to emerging
opportunities that haven’t been consid-
ered befor, and meet a range of new
demands from their customers and regu-
lators.
Transformation is about institution-

alizing a better way to manage future
innovations and fostering the discipline
and the confidence to create change.
The true end game is to master disrup-
tive forces, rather than be subject to
them, and to translate today’s many
economic shifts into value producing
strategies and competitive advantage. A
successful approach to business trans-
formation brings together a broad per-
spective of the opportunity and its
impact with a pragmatic approach to
defining actionable steps. Identifying

and executing on significant innovative
opportunities with pragmatic action
steps that will work within the organi-
zation at all levels can put iton the
path to sustainable business advantage. 
It will provide a clearer vision of

the future, helping the company to
thrive in a world where market dynam-
ics are constantly in flux. 
This requires flexibility, not rigidity.

It is the product of creating and main-
taining responsive business processes
and infrastructures that enable the or-
ganization to not only respond to
change, but to anticipate shifts before
they happen. 
There will continue to be market

shifts and uncertainties. New partner-
ships, new interactions across global
networks and new markets opening up
will continue to change the way busi-
nesses grow and succeed. Some tech-
nological innovation will allow other
organizations to step neatly over the
entry barriers that have surrounded
markets for years or even decades. Dis-
ruptive forces will continue to assail
the business and demand new adjust-
ments following those that were just
made. 
There is no end to the need to ad-

just, which is why success goes beyond
simply reaching an immediate goal. An
effective business transformation strat-
egy can ensure that organizations are
well prepared for the next disruptive
force — and proactively equipped to
take advantage of it. 

Lynne Doughtie is vice chair –
Advisory and Steven Hill is vice chair
– Strategic Investments at U.S. audit,
tax and advisory firm KPMG LLP.
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Where Are You on the 
Transformation Continum? 

6% Assessing the need for 
business transformation

27% Planning a 
transformation initiative

29% Started the implementation 
of transformation

17% Completed at least one major 
transformation initiative

14% Have completed several major 
transformation initiatives

7% Not considering any 
business transformation initiatives


