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Why you need a dynamic
digital talent strategy

A three-pronged strategy will help leaders ensure they
have the digital expertise they need, today and tomorrow.




WHY YOU NEED A DYNAMIC DIGITAL TALENT STRATEGY

|dentifying the right
mix of digital expertise
and the gaps from
here to there

There's no doubt that digital capabilities are now crucial to all leadership teams.
But even after the accelerated digital adoption of the past 18 months, too many
teams still don't have the capabilities they need. Research from 2020, just before
COVID-19 became a pandemic, found that only 40% of leaders thought their
companies were building robust digital talent pipelines.! We know that share

is higher now, given how companies have adjusted throughout the pandemic.
But we also see the digital goalposts moving faster than most companies

can act. New and accelerating strategic challenges mean that leaders must
redouble their efforts to ensure their teams have the right digital capabilities.

Building those capabilities is akin to building organizational muscle: it doesn't
happen overnight and it isn't a one-off task. Progress requires a continuous effort
to invest in digital skills and capabilities, mindsets, role redefinition, and culture.
Companies can begin this journey by gauging what digital capabilities their
leaders will need to meet their strategy. The next step is to systematically assess
the digital dexterity of their current leaders—that is, the mix of adaptive, strategic,
innovative, and executional skills that support both the technological and human
sides of transformation. Companies more often make such assessments piecemeal,
focused on a specific project or strategic need; that gives them a start, but a
holistic approach will be the foundation of a long-term digital talent strategy.

An integrated strategy consists of three components: hiring expertise that
is needed immediately, engaging on-demand leaders, and developing
digital expertise and culture for the long term. By pursuing these activities
simultaneously and continuously, companies can ensure their leaders
have the digital expertise to steer the organization confidently.

Determining what roles organizations will need in order to develop and
implement their strategy as well as which skills and capabilities all leaders
and employees will need should start with the understanding that executives
need to have a baseline knowledge of digital along with spikes depending
on their role. For example, a CMO needs to understand how to use data and
analytics to monitor consumer demand, build forecasts, and establish data-
driven decision-making processes to direct marketing spending to the best
channels.? The skills needed on the leadership team as a whole, however, will
vary depending on how digitally advanced the company is. Companies that
are less digitally mature will likely benefit from including a dedicated chief
digital officer to jumpstart progress; as digital becomes fully embedded,
companies often find that a more distributed model is more effective.?
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What digital expertise +How do digital opportunities and threats drive our overall strategy?
do we need? - Compared with our peers, how digitally enabled are we today?

+Which emerging technologies are most likely to disrupt our business
model? Do we have the knowledge to adapt to those disruptions?

+What specific digital roles, skills, and capabilities do we need to implement
(O our strategy and make the most of current and emerging technologies?

+What balance do we need to strike between technological
expertise and transformation expertise?

- To what extent do we have those roles, skills, and capabilities today?

Companies should then take a systematic and holistic look at their current mix
of digital roles and teams including both full-time employees and on-demand
executives, as well as whether their current executive team has the necessary
skills. They can use a diagnostic to evaluate current leaders on their digital skills.*
Follow-on interviews can provide qualitative insights to give a more detailed
picture of the factors underlying shortcomings across the organization.

With all this information, leaders can set priorities among hiring permanent
roles, filling shorter-term gaps with on-demand leaders and investing in long-
term knowledge and culture development—uwith the understanding that they will
get the best results when they pursue all three tactics continuously over time.

Which options for - In which roles are digital capabilities critical to

which roles? implementing all or part of our strategy?

*Which leadership roles do we need to ensure are filled for the
long term by people with strong digital capabilities?

0 0 *Where are technologies or competitive conditions changing
@ so rapidly that we need immediate expertise?
- Do we need to pilot a few options for role structures or needed

0 capabilities to find the best way to organize for digital talent?
- Do we have a specific, targeted, and short-term transformation goal?
*Where do we need to build long-term digital capabilities?

+How can we help all our leaders stay up to speed on the
technologies likeliest to affect our business model?

+How can we ensure that digital mindsets and behaviors
are embedded in our organizational culture?

4 One example of a diagnostic is Heidrick & Struggles’ digital dexterity questionnaire.
See more at heidrick.com/en/services/leadership/digital-leadership.
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Hiring for the long term

However the CDO role is structured,
providing clear definition is critical,
because ambiguity among leaders
can lead to a lack of accountability.

Hiring candidates with the right digital experience can have a virtuous ripple
effect on the organization by immediately injecting new digital capabilities
into an organization’s leadership, thus signaling new ways of working. This is
most important for roles where digital capabilities are critical to the long-term
success of the strategy and it is clear exactly which capabilities are needed.

Particularly for enterprise companies that are falling behind their peers, adding a
chief digital officer (CDO) can be a very powerful—and sometimes necessary—
step. However, it must be undertaken thoughtfully rather than in the spirit of
finding one person to “fix"” digital, as it is not a silver-bullet hire. While the CDO
role can vary by organization, adding this position may require a restructuring
of responsibilities across IT/tech, marketing and/or commercial, or product.®
The redistribution of responsibilities will depend entirely on the nature of the
CDO's remit, what the organization already has available in terms of skill sets
and leaders, and what the end goal of the hiring is. Through the evolution of
the CDO role, we are also seeing hybrid versions surface, such as a chief digital
and information officer (CDIO). The birth of the CDIO is reflective of the fact
that many CDO roles now include IT, given the important role technology plays
in any digital transformation. Either way, today's CDO role looks very different
from the way it did when it first appeared around 2013, and the role can come in
many shapes and sizes. But however it is structured, providing clear definition,
particularly in relation to peer roles, is critical, because ambiguity among
leaders can lead to a lack of accountability. And, most critically, the CDO must
have full sponsorship from the CEO and the authority to make change.

Of course, the simple act of hiring digital-first executives won't automatically
make an organization more digital. Ken Gabriel, former president and CEO
of The Charles Stark Draper Laboratory, noted that hiring a CDO will “no
more magically fix everything than if | moved to an open floor plan.” Instead,
adding such roles can ensure that digital influences strategy and decision
making and can help ensure all leaders become more digitally focused.

Furthermore, at this point, many companies are rethinking their digital leadership
in the wake of the changes over the last 18 months and in anticipation of a

hybrid future for their workforce and increasingly digital customer interactions.
All of these considerations must come into play as companies consider

exactly which mix of digital capabilities they need to find externally and

how to shape the roles for those people. Onboarding leaders in a hybrid

or remote environment is yet another challenge for many right now.’

5 For more, see Dennis Baden and Katherine Graham Shannon, “Can CIOs really do it all?” Heidrick & Struggles, on
heidrick.com; and Katie Graham Shannon and Scott Snyder, “Why successful digital officers don't always have ‘digital’ in their title,”
Heidrick & Struggles, on heidrick.com.

6 Sam Burman, Charles Moore, and Scott Snyder, “How pharma leaders can build necessary digital capabilities,”
Heidrick & Struggles, on heidrick.com.

7 For insights on how to do this well, see Laura C. Brinsmaid and Rose Gailey, "A culture of servant leadership: Interview with
Darin Harris, CEO of Jack in the Box,” Heidrick & Struggles, on heidrick.com.
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Engaging
on-demand talent

As companies continually experiment
with which digital skills and
responsibilities to centralize and which
to decentralize, on-demand talent

is a safe and powerful way to trial
organizational structures and roles.

The on-demand labor market is continuing to evolve to meet companies’
demand for digital experts and other roles needed to respond to ongoing
volatility. And on-demand talent is here to stay: more than 80% of skilled
independent professionals report high levels of satisfaction, optimism about
the future, and a desire to continue working independently.® For digital experts
in particular, we have seen that many more are choosing to work this way,
meaning that companies will only have access to the full range of strong talent
if they include on-demand talent as a core component of their strategy.

Therefore, drawing on temporary, on-demand leaders is an increasingly
important part of digital talent strategies for many companies. This approach is
particularly effective in three situations. First, when technologies are emerging
and companies need expertise immediately, such as an unexpected executive
departure or a new technological advance. Second, when the company has

a specific, targeted transformation goal or when speed is crucial. And third,
when companies are adding new roles, such as a chief data officer, or see
potential benefit in reallocating responsibilities among existing roles and

want to pilot changes to determine what will work best for the long term.
Indeed, as companies continually experiment with which digital skills and
responsibilities to centralize and which to decentralize, on-demand talent is a
safe and powerful way to trial organizational structures and roles. Such situations
often come up for highly specialized skills for which demand far outstrips
supply, such as, currently, data science, Al, and cybersecurity, or ecommerce
expertise last year, when companies rapidly shifted their businesses online.

For example, a Fortune 100 supermarket chain experienced a sudden, spectacular
spike in its online business in the early stages of the pandemic. The CHRO realized
that the company needed ecommerce expertise immediately and was able to
access two experienced, on-demand executives who started within a week. One
had previously built an online grocery business for a Fortune 50 drugstore chain,
and the other had led an ecommerce team for a Fortune 50 retailer. Under their
leadership, the company was able to quickly expand online sales and fulfillment
capabilities across its supermarkets, and not only maintain but build market share.

And on-demand talent is not only effective at the executive level; people in
these roles can also make a marked impact across many levels and functional
roles, including data scientists, technologists, and project managers. In addition,
because digital is continuously changing, no company can know enough about
every technology that might affect it—but there will always be an expert in the
on-demand talent pool who can assist. At the same time, demand for digital
expertise fluctuates, and so having surge capacity for digital skills is valuable.

8 The State of Independence in America: 2020, MBO Partners, December 2020, mbopartners.com.
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Develop talent and
build a digital culture

No matter how good a leader is,
in the long run even the best are
only effective in the context of a
culture that supports innovation,
experimentation, and agility.

Whether a leader is a permanent hire or an on-demand one, the most effective
executives are what we call digital triathletes: simultaneously digital strategists,
digital innovators, and digital drivers. In other words, they understand the
impending disruptive shifts, how to create the conditions for innovation within
the organization, and how to execute the most promising ideas. However, no
matter how good a leader is, in the long run even the best are only effective

in the context of a culture that supports innovation, experimentation, and
agility. Companies need to find ways to keep leaders and teams up to speed
on technologies likely to affect the business, fill gaps in current knowledge, and
ensure that digital mindsets and behaviors are embedded in the culture.

A major department store chain, for example, wanted to move toward a more
personalized, data-driven, and omnichannel experience for its customers.

The goal was to make all interactions feel one-to-one and seamless across
channels. The company needed help raising awareness and developing a
more digital mindset and skillset within the senior executive team, including a
deeper understanding of emerging retail technology. The CEO and CHRO led
an initiative focused on disruptions in retail, exploring technologies such as Al,
augmented reality, virtual reality, NFTs, blockchain, and digital-first business
models. The initiative also provided coaching to leaders on how they could
personally help their teams stay on top of such new technologies through
collectively sharpening their knowledge foundation, scanning the market for
new use cases, and running frequent experiments to stay agile. Several ideas,
including a new type of virtual storefront, are now being implemented. To
give those ideas the best chance of success, executives were also charged
with cascading what they had learned to their teams, helping to build digital
mindsets and a spirit of innovation into the organization'’s culture.

The story of a technology company underscores the importance of a supportive
culture: the company’s senior team, led by the CIO, had restructured the
organization, including new job profiles and processes. But 12 months in, the
company, far from accelerating, was falling further and further behind key
milestones. The CIO’s increasing frustration with the lack of progress led to a
reevaluation by senior management that eventually identified legacy mindsets as
the root cause of underperformance. For example, the organization was still focused
on efficiency instead of innovation and growth, and business units had become
closed off rather than collaborative. The restructuring had also caused a great
deal of fear, and the team lacked the necessary accountability to translate its plan
into reality. The ClIO and senior team worked to “unfreeze” old habits and define
the ideal culture. Within a few weeks, the top 150 leaders were more engaged.
Several weeks later, senior management kicked off a communications campaign
and regular “culture conversations” in which they noted familiar aspects of the
company that needed to change and used stories to help the organization begin
to move forward. These efforts helped to cascade the “unfreezing” experiences
throughout the global IT organization and get the transformation back on track.?

9 For more, see Scott Snyder, “Building a digital culture,” Heidrick & Struggles, on heidrick.com.
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There is no question that digital will only become more
important to strategy, and that both technologies
and strategies are changing faster than ever. Leaders
with the right skills and capabilities are still rare and
not always interested in traditional corporate career
paths. Companies therefore need a dynamic digital
talent strategy to keep pace. They must define

their particular digital needs in the context of their
strategy and then simultaneously make use of three
tactics—permanent hiring, engaging on-demand
talent, and developing skills and culture—to ensure
they will always have the digital leaders they need.
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