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R&C: How would you describe the 
extent to which digital transformation is 
reshaping the way supply chains operate? 
What new digital solutions are you seeing 
in this space?

Barrett: The demand and behaviour of today’s 

informed customer, coupled with the need to 

lower cost and shorten time to market, is driving 

businesses to rethink their supply chain model. 

Additive manufacturing, advanced analytics, Internet 

of Things (IoT), robotics and artificial intelligence 

(AI) are revolutionising the market. Companies able 

to capitalise on a decentralised and automated 

approach, personalised to customer orders and 

preferences – such as Adidas speedfactory and 

Amazon Prime Now – will outperform competition 

and exceed growth targets.

Tilley: Grocery retailer Ocado uses AI to optimise 

its logistics operations. Its warehouses are using 

purpose-built, battery-operated robots that can 

travel at speeds of up to 4 metres per second across 

a highly compact ‘hive’ layout, to pull together 

an average grocery order 20 times faster than a 

human. While ‘hive’ warehouse robot technology 

is undoubtedly eye-catching, in our view it is the 

underlying automated decision making that links the 

entire process from customer order to customer 

doorstep. The robots work together as a swarm, 

collaborating to efficiently access the required 

storage basket and bring it to the picking station. But 

the really clever move is the digital twin simulation 

model that uses real-time sales data to predict likely 

demand and return the robot, not to its previous 

location, but to a new location that is optimised to 

minimise the travel distance for the next pick. Not 

only does the warehouse look like a chessboard, it 

is also thinking several moves ahead. This future-

facing, decision-making brain eliminates the concept 

of static stock locations and creates a smart platform 

that is much harder to copy than the physical layout.

Liddell: While AI systems can eliminate risks 

associated with human error, they bring new 

risks around how far to ‘trust’ the machine. For 

businesses piloting AI, now is the time to think 

about the risks, data quality and governance, 

rather than waiting until systems are rolled out 

and processes and behaviours established. Unlike 

other technologies, where it often pays to be a 

fast follower, when it comes to AI, organisations 

need to take action early or risk being left behind. 

We anticipate there will be significant demand for 

governance and assurance capabilities to control 

the quality and accuracy of business decisions 

generated by AI.

R&C: What benefits may companies 
derive from digitally transforming their 
supply chain functions?
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Barrett: Digital transformation is essentially a 

drive towards frictionless processes and effortless 

decision making. It offers an efficient method of 

delivering a valued proposition. Operating systems 

in underperforming businesses are complicated by 

material wastage, idle time and issues derived from 

human inefficiency. Digital transformation 

works on similar principles as ‘lean’ 

methodology: to reduce waste, mitigate 

time underutilised and eliminate human 

error. A frictionless process is achieved 

by automating the model to create 

maximum output in the shortest time, 

at the same time as monetising and 

maximising output from limited resources. 

The reality, however, is that digital 

transformation is not a simple change that 

can be implemented overnight. It requires 

businesses to embrace innovative 

breakthrough technologies and invest in digital skills.

Tilley: Looked at through the lens of frictionless 

processes and effortless decisions, the broad list 

of digital technologies reveals itself. Those aimed 

primarily at process improvement, such as physical 

robots or indeed robotic process automation, tend 

to be ‘point solutions’ and relatively straightforward 

to implement. Others lend themselves to improved 

decision making, such as data analytics, AI, 

machine learning (ML) or IoT devices. Whatever 

the technology, digital transformation provides 

companies with an invaluable asset: data. By 

bringing together data on one platform, businesses 

have greater visibility over inventory and a 

breakdown of where demand is most intense. This 

type of performance-led approach starts with a clear 

understanding of the operational business needs. 

This is exactly what software giant Intel has done, 

for example. The organisation’s integrated data 

platform has an estimated return on investment of 

$208m, while Intel IT is transforming its supply chain 

into a modern ‘glass pipeline’ designed to improve 

decision making and business agility. This is all 

achieved through new and innovative data analysis 

techniques, process optimisation and a relentless 

focus on building supply chain capabilities in areas 

that best meet the strategic objectives of the 

company and its customers.

Rob Barrett,
KPMG

“Digital transformation is essentially a 
drive towards frictionless processes and 
effortless decision making. It offers an 
efficient method of delivering a valued 
proposition.”
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Liddell: Another asset of digital technology is 

the ability to facilitate growth without overhauling 

existing processes, and enhance operational 

systems to deliver a current service at less cost 

driven by customer demand. For example, IoT offers 

consumers a more efficient and secure way of living 

day-to-day, without demanding change or revolution 

to their lives or behaviour. Efficient supply chains 

work seamlessly along omni-channels, eliminating 

boundaries between procurement and sales, all 

with minimal human interruption. Mining giant Rio 

Tinto recently developed the AutoHaul. A pilot run 

last year puts the company on track to operate 

the world’s first fully autonomous heavy haul, long 

distance rail network. This could unlock significant 

safety and productivity benefits, and its ability to 

operate continuously without a shift change has 

enormous productivity implications. Gains have 

already been realised through increased speed 

across the network, reduction in average cycle times 

and reduced variability. Digital platforms remove 

the latency associated with collaboration between 

suppliers and customers.

R&C: What steps should companies take 
to evaluate their existing supply chain, in 
order to determine what aspects could be 
optimised?

Liddell: The demand on businesses to implement 

automation inevitability disrupts existing business 

models. It is not uncommon to see businesses 

getting sidetracked by the latest digital innovations. 

New tech might seem like the convenient answer 

to many operational challenges, but it can also be a 

distraction from the day-to-day performance of the 

core business. A ‘technology dump’ into a business 

can actually reverse good intentions and duplicate 

inefficiency and confusion.

Barrett: The solution here is that business leaders 

need to forget the hype surrounding the latest trends 

or innovations, and instead concentrate on the core 

capabilities and market realities of their business 

and the consumers it serves. Business leaders need 

to build into their digital roadmap a relentless focus 

on customer centricity and then work backwards 

to define a connected enterprise that delivers a 

differentiated customer experience. We suggest 

that companies create their digital supply chain 

roadmap by taking seven steps. First, segment 

your customers by performance expectations 

and unique needs. Second, identify where you are 

failing to meet performance expectations in each 

segment. Third, identify points of friction or poor 

decisions that may impact performance. Fourth, 

evaluate digital processes or technology options 

that can improve these pain points. Fifth, develop 

smart sequence initiatives to create a roadmap 

that delivers both return on investment (ROI) and 

customer expectations. Sixth, review the current 

digital capability of your team and identify partners 
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to close gaps. Finally, secure alignment throughout 

the business to the roadmap.

Tilley: Without this specific focus, the supply chain 

digital roadmap risks becoming just a collation of 

good ideas – a bottom-up brainstorm churned into 

a project plan with little thought given to overall 

return on investment. One organisation knowingly 

calls these disparate ideas ‘random acts of digital’. 

To avoid this, we suggest segmenting your portfolio 

of digital solutions into three main categories: 

stabilising the core, off-the-shelf best practice 

technology, and breakthrough digital innovations.

R&C: Given its complex and expansive 
nature, what practical strategies should 
companies deploy when embarking on a 
digital transformation process for their 
supply chain operations? What factors 
underpin success?

Tilley: A well-connected business is a smart 

business. Nobody in the digital world is completely 

vertically integrated; no single provider can do 

all of the things necessary in order to help you 

become a digital organisation. We see leading digital 

pioneers operating within ecosystems to share 

data, capability and resource. Building partnerships 

with tech companies, peers, suppliers, consulting 

businesses and academic organisations is crucial. 

Success comes from recognising personal strengths 

and weaknesses, optimising the skillsets of others, 

and creating an ecosystem of alliance partners and 

fluid networks of shared knowledge. For example, 

an organisation looking to incorporate AI into its 

demand planning is likely to encounter significant 

challenges sourcing expertise. Recruiting those with 

experience in demand planning is one thing, but 

when you also require specific knowledge of next-

generation planning, as well as the deployment of 

AI, your pool of talent grows increasingly small. What 

is more, there is no guarantee that this small group 

of specialists, once found, will want to work for the 

organisation.

Liddell: The market contains a plethora of cutting-

edge digital tools and technologies. We believe 

business should not exhaust 

resources creating a tool 

in a market that is already 

saturated with competition. 

It is more cost effective to 

exchange complementary 

skills with partners, 

enabling business leaders 

to think big and move 

quickly.

Barrett: To measure 

success, a business must 

first outline its criteria for 

success. This may include 

www.riskandcompliancemagazine.com
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measureable KPIs, defining a sequence of initiatives 

to achieve a set performance ambition aligned to 

customer ‘unique value propositions’, or outlining 

a roadmap based on current technology maturity 

and vision for future operating capabilities. Success 

is not determined by the operating efficiency of 

the technology, but by the resulting customer 

satisfaction and whether demands are met. A shift 

towards a digital-demand-driven approach will reveal 

changes in measurable functional capabilities, such 

as growth revenue and reliable profitable growth.

R&C: Could you provide any examples 
of digital projects that have significantly 
transformed supply chains across the 
globe? What lessons can companies learn 
from how digital strategies were rolled 
out to effect change?

Liddell: The rise of AI could significantly reduce 

the need for humans in the supply chain, which in 

turn drives safety, efficiency and transparency

www.riskandcompliancemagazine.com RISK & COMPLIANCE  Jan-Mar 2019 9
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between supply chain partners. Digital 

transformation enables two manufacturing 

goals: designing new manufacturing methods 

and incorporating automation into traditional 

methods. Siemens is one company that is using 

AI in production lines. Its operations can now run 

without human supervision for weeks at a time. 

In theory, an automated operating model and 

autonomous vehicles will enable goods to be 

manufactured and transported without the need 

for human involvement. A fully automated supply 

chain, however, raises unemployment concerns. And 

yet, Siemens’ factory still employs more than 1150 

employees supporting its systems.

Barrett: Danone is also combining analytics with 

ML capabilities to analyse its demand planning. This 

technology has produced a 20 percent reduction 

in forecast error and a 30 percent reduction in lost 

sales. Today’s world demands businesses have 

sustainable and ethical operating models. 3D printing 

enables companies to reduce waste, maximise use 

of cost-effective materials, and rapidly prototype. 

Ninety-eight percent of hearing aids are now 

manufactured using 3D printing.

Tilley: The future of mobility – meaning how we 

move people and goods around – represents one of 

the most pervasive global shifts reshaping our world, 

with far-reaching implications for the way we live our 

lives. This shift is being fuelled by the development 

of electric vehicles, connected and autonomous 

vehicles and mobility-as-a-service. Today, cars 

spend 95 percent of their time standing idle and 

technological innovations and digital platforms will 

free up this latent capacity. Industry execs believe 

that up to 50 percent of consumers will not want to 

own a car by 2025 and our internal analysis suggests 

that the cost per mile of travel could reduce by up 

to 40 percent. These technological innovations and 

changing consumer expectations will impact many 

sectors, beyond automotive and transport, which will 

need to significantly rethink their business models.

R&C: How important is it to ensure 
that the right people are tasked with 
overseeing digital transformation and 
driving the process forward? What advice 
can you offer on assigning roles and 
responsibilities?

Barrett: Digital disruption impacts every corner 

of business, but will be especially visible with 

regard to the size, shape and capability of the 

workforce. The challenge of implementing a digital 

transformation will not come from the technology, 

but from a company’s internal culture. A business 

must first create an environment accepting of digital 

transformation, an upskilled workforce, aligned 

objectives and the courage to overthrow existing 

and traditional models. As back-office processes 

become increasingly automated, we will see roles 
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evolving, redefined or disappearing. Inevitably, 

advances in technology will mean fewer staff have 

the skills to utilise new advances. This all presents a 

challenge for business leaders, who need to invest 

in different skills and develop new capabilities in 

order to stay ahead. The supply chain of the future 

is likely to employ a mix of workers, including 

core employees, ‘on-demand’ contract 

workers sourced globally via alternative 

employment platforms, ‘bot’ workers and, 

increasingly, ecosystems of collaborative 

partners.

Tilley: In the short term, supply chain 

executives will need to shift their focus 

from managing people doing repetitive 

and transactional tasks, to designing and 

managing information and material flows 

with a limited set of specialised workers. 

Supply chain analysts who can structure, 

validate and analyse data to produce meaningful 

insights will be in high demand. Many organisations 

are establishing Digital Centres of Excellence (DCoEs) 

to ensure learnings are developed cross-functionally 

and investing in learning platforms with third-party 

content to train their workforce.

Liddell: Changing an existing and successful 

business model requires courage, curiosity and 

determination. There is little point in rolling out a 

new initiative if it is just going to be constrained by 

old ways of thinking and working. Business must 

reassess governance to ensure a forward-thinking 

outlook, and a culture that is constantly searching 

for new ways of working. The organisations working 

to update their skills and processes today are the 

ones that will come out on top.

R&C: How important is it for companies 
to identify, manage and mitigate risks 
associated with digital transformation? 
How should they go about this?

Tilley: With change comes opportunity 

– opportunity for increasingly sophisticated and 

organised cyber crime, data loss, technology failure 

and third-party risks. Digital technology has the 

potential to streamline and revolutionise supply 

chains, minimising the need for human involvement. 

James Tilley,
KPMG

“The future of mobility represents 
one of the most pervasive global shifts 
reshaping our world, with far-reaching 
implications for the way we live our 
lives.”
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The fewer humans, however, the more trust is placed 

in technology. The interconnected nature of devices 

and digital interactions with external third parties 

opens the doors to attack vectors. Risk and cyber 

security are a real threat that require 

attention.

Barrett: Cyber crime has multiple 

faces; organised networks, activists 

with a political or social agenda, state-

sponsored hackers driven by vendettas 

of compromising customer data or 

derailing a business. Hackers have access 

to multiple attack vectors and intrusion 

software, enabling them to infiltrate the 

security walls of a business. The nature 

of supply chains means weak spots and 

security risks are dispersed along the 

chain. In addition, knowledge sharing requires an 

integrated ecosystem which may include small 

partners not yet working with the most up to date 

and most secure systems. Interaction with such 

partners exposes loopholes for attackers to exploit.

Liddell: Victims face reputational damage and 

regulatory repercussions. Preparing for an attack is 

now as essential as preventing an attack. Reactive 

frameworks should be in place, supported by 

procedures carried out by each department when an 

attack occurs, an overarching visibility of the supply 

chain, and enforced compliance contracts with third 

parties. Security means proactive and collective 

thinking, predicative of future threats. Balancing 

convenience for customers with security places 

increasing pressure on businesses.

R&C: Looking ahead, do you expect 
more companies to pursue a digital 
transformation process to optimise their 
supply chain? What are the potential 
consequences for those that fail to do so?

Barrett: In one of our 2018 surveys, 58 percent of 

companies stated they are rethinking their current 

business model to take advantage of the changing 

digital landscape. Furthermore, one-fifth of large 

corporates now have a chief digital officer to oversee 

the transformation effort and to help chart a path 

Peter Liddell,
KPMG Australia

“It is essential businesses use smart 
sequencing, simultaneously blending 
three categories of digital implementation: 
stabilisation, off-the-shelf best practice 
and breakthrough innovation.”
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for the company’s future. We live in a digital age. If 

businesses refuse to embrace digital innovation, they 

will fall behind and, within five years, be non-existent.

Tilley: Today’s start-ups enter the market as 

intentional disruptors, using technology to overthrow 

traditional business models and revolutionise the 

consumer experience. AirBnB is currently valued at 

twice that of Hilton Worldwide Holdings. AirBnB’s 

workforce is less than 1 percent that of Hilton, and 

it owns no tangible property. AirBnB’s approach to 

the industry was to look directly at the needs of 

the customer; businesspeople travelling often who 

needed a home-away-from-home. A different lens 

offered them the opportunity to turn traditional 

models of travel accommodation on their head and 

present customers with a digital solution.

Liddell: Digital transformation offers an aligned 

and unique customer experience through an agile 

and responsive service. It is essential businesses use 

smart sequencing, simultaneously blending three 

categories of digital implementation: stabilisation, 

off-the-shelf best practice and breakthrough 

innovation. Running them in parallel typically 

reduces the payback time by up to three years, 

reducing time-to-benefit to under 12 months and 

increasing ROI by four times. Digital transformation 

is already monopolising many industries. Using the 

telecommunications industry as an example, 15 

years ago smart phones were a futurist’s vision. The 

sheer pace of historic change in the media industry 

is a jaw-dropping metric to forecast the exponential 

pace at which technology will continue to evolve and 

disrupt traditional business models.  RC&  


