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Digital Transformation



“On the eve of the greatest industrial revolution
in history, no sigh and portents were
forthcoming. Capitalism arrived unannounced.
No one had forecast the development of a
machine industry; it came as a complete
surprise.”

- Karl Polany, The Great Transformation: The
Political and Economic Origins of Our Time, 1944,
p. 89)



The Great Transformation

“capitalism arrived unannounced!”



“It may be hard to believe, but before the end of this
century, 70 percent of today’s occupations will likewise be
replaced by automation.

Yes, dear reader, even you will have your job taken away
by machines.

In other words, robot replacement is just a matter of time.
this upheaval is being led by a second wave of automation
one that is centered on artificial cognition, cheap sensors,
machine learning, and distributed smarts.

This deep automation will touch all jobs, from manual
labor to knowledge work.”

-

- Kevin Kelly, Wired, Better than Human 2012

http://www.wired.com/gadgetiab/2012/12/ff-robots-will-take-our-jobs/all




the second wave of automation

from manual labor to knowledge work



Commerce Darwinism
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supermarket

Astor Market since 1915
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Discount store (chain)

Wal-Mart since 1962
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e-commerce

eb \/ amazon

since 1995
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evil commerce
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E-Commerce
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CIXE HHA AT HEo 8%

Global online retail sales have increased 17 percent yearly since 2007

Global online retail sales

CAGR = Compound Annual Growth Rate
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E-Commerce A& Mt

B2C Ecommerce Sales Worldwide, 2012-2017
tnllions and % change

$2.345

2012 2013 2014 2015 2016 2017
Il B2C ecommerce sales M % change

Note: CAGR (2012-2017)=17. 3%, includes products and services ordered
and feisure and unmanaged business travel sales booked using the internet
vig any device, regardiess of the methad of payment ar fulfillment

Source: eMarketer, Jan 2014

167677

Wy eMarketer.con
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M-Commerce A|Z&HEHX

US B2C Mcommerce Sales Share, by Segment,

US Retail Mcommerce Sales, 2011-2017 2012-2018
billions, % change and % of retail ecommerce sales % of total and billions
$113.57 $32.78 S$58.50 $83.93 S$113.18 $144.77 $169.97 $197.38

171.7%

2011 2012 2013 2014 2015 2016 2017

M Retail mcommerce sales
M % change [ % of retall ecommerce sales 2012 2013 2014 2015 2016 2017 2018

B Retall mcommerce* [ Mobile travel**

Note: *includes products or services ordered using the internet vie mobile
devices, regardless of the method of payment or fulfillment; excludes event
tickets; **includes leisure and unmanaged business travel sales booked via
mobile device

Source: eMarketer, Apni 2014

171801 wwy eMarketer.com
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ST

China on Path to World Domination in Ecommerce
Forecast: B2C ecommerce sales growth in selected countries in 2014

Brazil D 10.1%
Russia mmm _ 17.1%
Canada [+| _ 14.0%
uk Sz I 12.2%
United States** HE _ 11.8%

South Korea |!e| - 7.4%
Japan | @ | - 7.1%
Australia gsH - 5.7%

Includes products and services ordered and leisure and unmanaged business travel sales booked using the Internet.
* includes sales from businesses that ocur over C2C plattforms; excludes Hong Kong ** excludes event tickets

Source: eMarketer MaShable StatiSta 5
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USA StatiSﬁcs Ecommerce sales will account for just 6.4% of the $4.73 trillion in
2 total US retail sales expected in 2014.

US Digital Shoppers and Buyers, 2012-2018

mulhions and % of internet users

91.6%
90.8%

90.2%
89.6%
88.8%

88.1%

B Digital shoppers B Digital buyers

22



E-Commercezh?

Buiz'G‘E E\‘\ JeXs REGISTER / SIGN IN
K MENU | QUICKREORDER | YOURACCOUNT | DELIVERY AREAS [H:IZW.QIlI]
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Enjoy the convenience of BK® | Eoteryourzipcode o get started:
delivered right to your door. ENTER ZIP CODE
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E-Commercegt?

é .
Text this phone number to get whatever
you want on demand with no hassle:

Text "MAGIC" to this number now to get started.
Msgé

&dato rates may apply

Butler AH|2 / Virtual Assistant
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Magic

00000 ATRT 4G T 9:59 AM 100% .

{ Messages  Magic Contact

| want a medium pepperoni pizza
and a diet coke

| can have that delivered to your
house in 45 minutes for $19.61.
Ok?

Ok, your pizza and diet coke are
on the way!

Send

®0eCOATET 4G T 9:57 AM 100% .

{ Messages  Magic Contact

Send my girifriend 12 roses by
tomorrow

A local flower shop can have those
delivered tomorrow morning at
9:00 am for $95.12. Ok?

Consider it done.

E) Send

26

00000 ATRT 4G T 10:02 AM 100% .

{ Messages  Magic Contact

I need to fly to Boston next Friday

Cheapest flight, or most direct?

K, | can get you out of the San
Jose airport at 11am and into
Boston by 10pm for $351. Ok?

o 0

Your flight's been booked on
United Airlines, check your email
for the ticket.

m Send



Showrooming vs. Webrooming

US Digital Shoppers Who Have Made Purchases Webrooming vs.
Showrooming, Nov 2013

Webrooming

ShonOOming Showrooming (bought digitally after browsing at a store) 72%

171240 www.cMarketer.com

“Webrooming” = researching online before heading to a store to make a purchase.
“Showrooming” = bought digitally after seeing a product in a store.

Global Online Sales Growth, and Showrooming's Declining Impact
% of global respondents

January 2014

[ ]
2013 2014 50%

30%
27%

14%

% of shoppers who made their last purchase online % of online purchases that resulted from showrooming

I MARKETINGCHARTS.COM
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Source: IBM



consolidation at Point of Sale

-

Order online. Pick up her.

©




MEXMO| E.Commerce A9

[E-Procurement] { E-Commerce ]

) | ) ()

[ Intranet ]

Customer Relationship
Management

[ Supply Chain Management ]
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E-Commerce (&

Enabling Technologies: Payment

Alibaba Ma?lt(zz [ E-Procurement ] [ E-Commerce 7 MaB't(ogn eBay
AmazonSupply ng ang Amazon
[ Suppliers ] [ ] [ Customers j
[ Supply Chain ] [ Customer Relationship ]
Management Management
ABC Analysis Customer
y Enabling Technologies: Data-Analysis Journey

ReTargeting
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E-Commerce(&H& 1)

Enabling Technologies: Payment & Security

BtoB

Marketing [ E-Procurement ]

[ Suppliers ]

[ Supply Chain
Management

)

[ E-Commerce J

[ Customers J

(

Customer Relationship
Management

Required Technologies: Data-Analysis, ABC-Analysis

BtoC

Marketing "/~
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From Software to Hardware
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Smart Health logistics
Home
o7k loT

Network Intelligence
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Network Intelligence

enabling technologies

sensor network?

protocol: network intelligence

37



+=2F O X|E 24



Google's global revenue from 2002 to 2013 (in billion U.S. dollars)

70

59.83

60

nue in bi

Reve

Google's advertising revenue from 2001 to 2013 (in billion U.S. dollars)

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 50.58

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
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Google X Labs since 2010
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Amazon®2 AWS since 2006

Axel Springer since 2007
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AMmazon
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Bundling: shopping
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am azo n 2al2E/SaasS
webservices™
amazon FXE MH|A/SHE S0

kindle fire ADlEE
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amazZon el \ OTT Tool

amaz n VoD

) instant video

amazon AML2| 2 EHEHMIE
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US006963850B1

a2 United States Patent (10) Patent No.: US 6,963,850 B1
Bezos et al. 45) Date of Patent: Nov. 8, 2005
(54) COMPUTER SERVICES FOR ASSISTING OTHER PUBLICATIONS
USERS IN LOCATING AND EVALUATING
ITEMS IN AN ELECTRONIC CATALOG Peggy Watt “Varied collaborative approaches entice intranet
BASED ON ACTIONS PERFORMED BY users,” Network World, Framington, Apr. 21, 1997, vol. 14,
MEMBERS OF SPECIFIC USER issue 16, p. S14.*
COMMUNITIES Gerald O’Connell, “New Pitch”, Internet World, May 1995,
pp. 54-56.*

(75) Inventors: Jeffrey P. Bezos, Seattle, WA (US);
Joel R. Spiegel, Woodinville, WA (US); (Continued)
Jon McAuliffe, Seattle, WA (US)

1-Click
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United States Patent (10) Patent No.:
Scofield et al. 45) Date of Patent:

SYSTEM AND METHOD FOR PROVIDING 6,801,778 Bg 10 %004 Koorapaty

ADVERTISEMENT BASED ON MOBILE G oped) op MLlhv: Temeal

DEVICE TRAVEL PATTERNS 2002/0002504 Al* 12002 Engel etal. ... 705/26
2002/0050927 Al1* 5/2002 De Moerloose et al. ..... 340/539

Inventors: Christopher L. Scofield, Seattle, WA 2002/0077130 Al* 6/2002 Owensby ........cccocou..... 455/466

2002/0094787 Al 7/2002 Awvnet et al.

US); Elmore Eugene Pope. ‘ :
(L5) s 2002/0111154 Al 82002 FEldering et al.

Sammamish, WA (US): Brad E. 2002/0183059 Al  12/2002 Noreen et al.
Marshall, Bainbridge Island, WA (US); 2003/0126150 Al 7/2003 Chan
Eric B. Merritt, Seattle, WA (US) 2003/0200128 Al* 10/2003 DOhErty ....ooooovvvvvevverrennnen 705/8
‘ ' 2004/0044574 Al* 3/2004 Cochranetal. ................ 705/14
Assignee:§ Amazon Technologies, Inc.JReno, NV 200V0LZ3 200 a1, "p200%. Aoki'etal,
Us (Continued)
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CBS NEWS January 20, 2014, 11:56 AM
“antioipatory” shipping

Tech News & Analysis
From the WSJ

i e e e

HOT TOPICS: PERSONAL TECHNOLOGY VENTURE CAPITAL APPLE GOOGLE ALIBABA B

3:12pmET
Jan 17, 2014 AMAZON

Amazon Wants to Ship Your Package
Before You Buy It
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Amazon's Losses Widen as Fire Phone Flops
Amazon's revenue and net income from Q1 2009 to Q3 2014 (in million U.S. dollars)

@ Revenue [ Net Income
30,000

25,000
$20,579m
20,000
15,000
10,000

5,000

0 - — e

-$437m

-5000
Q1 Q2 Q3 Q4 Q1T Q2Q3Q4Q1Q2Q3 Q4 Q1 Q2 Q3 Q4 QT Q2 Q3 Q4 Q1 Q2 Q3
2009 2010 2011 2012 2013 2014
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Amazon since launch (sbn)

8o
70
60
50
40
30
20

10

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

—REvenue ww=Net income [Source: Amazon]
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O}O}E vs. O|H|O]

W AMZN Revenue (Annual) 85.008
m EBAY Revenue (Annual)
m OSTK Revenue (Annual)

45.008

35.008

25.008

2010 2011 2012 2013
TheMoﬂeyFool May 01 2014, 1:00AM EDT. Poweredby TCHARTS
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Amazon TTM segment revenue ($m)

60,000
50,000
40,000
30,000
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Other
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[Source: Amazon, a16z]
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Amazon 'Other' TTM revenue ($m)
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4,500
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[Source: Amazon, a16z]
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Amazon Web Services since 2006
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OfOFE AWS

Cloud Infrastructure Services Revenue Growth
(laaS, PaaS, Private & Hybrid combined)

Amazon AWS

+49%

Q2 2014
salesforce Microsoft Google

+38% +164% +86% +47%
Amazon AWS
Q2 2013
salesforce BT ger) IBM Google
0 500 1.000

Quarterly Revenues ($m)
Source: Synergy Research Group
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OfOFE AWS

Cloud Infrastructure Services -Q1 2014

MarketShare & Revenue Growth
(laaS, PaaS, Private & Hybrid combined) YoY Growth

Amazon

67%

Amazon

Microsoft

164%

Micro soft

IBM
80%

IBM

salesforce salesforce

37%

Google

Google
60%

0% 5% 10% 15% 20% 25%
Market Share YoY Growth
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‘Not to discount a small number of
products for a limited period of time, but
to offer low prices everyday and apply
them broadly across our entire product
range.’
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amazon

(Low) Price
Convenience: One Click

Selection: Long Tall

59



amazon
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‘To ‘Get Big Fast’ by investing
aggressively in new product categories
and new businesses, by spending money
on brand awareness and getting new
customers.’
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Attention Economy & Trust

SEO + Update: Attention

Rating Community: Co-Creation & Trust

1-Click: Trust
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Digital Management Competence
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MIT Sloan Management Review(2013),
“Embracing Digital Technology, A New
Strategic Imperative”

MIT Sloan Management Review (2012),
“The Digital Advantage: How digital
leaders outperform their peers in every
iIndustry”
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Good to Great
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Jim Collins
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Good to Great:
Why Some Companies Make the
Leap... and Others Don't.



Good to GREAT

BESTSELLER

4 million copies




"GREATNESS”

financial performance

several times better than
the market average

70



“Hedgehog”

Hedgehog

Companies should only do
what they can be great at
what makes tons of money.



“great companies”

Circult City Stores
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‘great company”

39°0| - FaaﬁieMae 3909

FannieMae
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‘great company”

Wells Fargo



‘great company”
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BUT!
bankrupt in 2009

CIRCUIT CITY: 2001 to 2009
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financial crisis inquiry report

“mortgage fraud... flourished in an
environment of collapsing lending
standards and |lax regulation.”
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