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Singapore life and benefits market
Solvencyamonglife insurers inSingaporewasnotaconcernduringtheglobal
financialcrisisandtheindustryhascontinueditsupwardtrendinthefirst three
quartersof2012

Table1:Total insurancemarketpremiumincomeinSingaporein2011

Category Life Non-life
Personalaccident

andhealth
Totalmarket

Premium ($Sm) 15,223.3 2,940.9 2,291.7 20,455.9
Premium ($m) 12,103.3 2,338.2 1,822.1 16,263.5
%of total market 74.4 14.4 11.2 100.0

Source: Axco Global Statistics based on data from insurance industry associations and regulatory bodies in Singapore

Table2:Annualgrowthratesof long-termpremiumincome(includingpersonalaccidentandhealthcare
writteninthelifeaccount)inSingaporeinlocalcurrencycomparedwithnominalGDPgrowthand
inflationratesoverthefiveyearsto2011(%)

Category 2007 2008 2009 2010 2011
Premium growth 17.6 (3.1) (13.6) 8.8 13.7
Nominal GDP growth 15.6 0.4 0.5 14.8 5.4
Inflation rate 2.1 6.5 0.6 2.8 5.3

Source: Axco Global Statistics based on data from insurance industry associations and regulatory bodies in Singapore

Table3:Aggregatemarketshareofthetopfiveandtop10lifecompanies inSingaporeoverthefiveyears
to2011(%)

Marketsegment 2007 2008 2009 2010 2011
Top five companies 82.0 79.9 80.9 83.8 82.1
Top 10companies 98.2 97.2 95.9 96.3 96.6

Source: Axco Global Statistics based on data from insurance industry associations and regulatory bodies in Singapore

There were 22 companies
active in the Singapore
life insurance sector in
early 2013. These com-

prised five composite insurers and
six other companies whose activi-
ties are limited to defined market
segments, plus three life and eight
compositereinsurers.

The market is made up of local
andforeign-ownedcompanies.For-
eign insurers, which comprise com-
panies incorporated in Singapore
and branch offices, include most of
themajormultinationalgroups.

Although there has historically
been some merger and acquisition
activity, this has recently ceased.
There appears to be no real
move towards the creation of
broader financial services groups,
although there are numerous
bank/insurer tie-ups.

Although NTUC Income and
Etiqa offer compliant products
there has been little growth in the
takaful market and HSBC had
stopped selling its takaful prod-
ucts, although those already sold
willbemaintained.

Life insurance
The life insurance market in Singa-
pore is not complex but it is very
competitive. Solvency has not
been a concern despite the global
financial crisis because insurers
undergo regular stress testing and
Singapore operations are gener-
ally required to be ring-fenced
thus isolating them from problems
elsewhere. By the end of 2012
the general atmosphere was one of
beingbacktobusinessasnormal.

Total premium income for the
lifemarket increased13.7%in2011
toS$17.03bn($13.54bn).Excluding
health and personal accident, the
marketrose13.5%toS$15.22bn.

Individual regular premium
business,excludinghealthandper-
sonal accident, increased 11.2% to
S$8.27bn, single-premium busi-
nessby16.3%toS$6.7bn.

In the group market in 2011 regu-
larpremiums,excludinghealthand
personal accident, increased 15.1%
to S$251.67m. The group single-
premium market is still relatively
small at S$6.22m but this enabled it

to produce remarkable growth
6,538.8%overthe2010figure.

According to the Monetary
Authority of Singapore (MAS), total
individual new life business
annual premiums grew 23.1% in
2011 to S$1.56bn and total new
group annual premiums 26.2% to
S$226.1m. The market’s good
growth was the result of a healthy
recovery from the effects of the glo-
bal financial crisis and improved
marketsentiment.

The figures for life reinsurers
saw a 57.2% drop in new business
annual premiums for Offshore
Insurance Fund (OIF) business to
S$660.4m and although new Singa-
pore Insurance Fund (SIF) annual
premium business grew 2.7% it
only reached S$41m. Total OIF
annual premiums in force fell 3.2%
to S$2.02bn, while SIF business
grew 11.2% toS$150.8m.

Bancassurance
The MAS does not publish statistics
regarding distribution but accord-
ing to the Life Insurance Associa-
tion of Singapore (LIA), in 2011 the

percentage of new business repre-
sented by bank sales grew 7% to
34% in terms of premium, with tied
agents bringing in 49%, financial
advisers 14% and direct sales 3%.
By the end of the third quarter of
2012 these figures were 37%, 44%,
15% and 4% respectively.

The growth of bancassurance
has been as strongly linked to
credit insurance as it is in some
other countries because people
tend to use Central Provident
Fund (CPF) savings for property
purchases as far as possible, thus
reducing mortgage requirements.
The Singapore Housing & Develop-
ment Board (HDB) has, however,
begun to offer mortgages to single
people aged more than 35, as well
as married couples and joint appli-
cants with parents, and some
banks are looking to increase their
non-HDB mortgage portfolios.
Discounted mortgage interest
rates are often offered if these
loans are covered by insurance
with a company that has a distri-
bution agreement with the mort-
gage provider.

Upwardtrend
The life insurance industry contin-
ued its upward trend in the first
three quarters of 2012. According
to the LIA the industry achieved a
total of S$1.6bn in weighted new
business premiums (calculated as
10% of single premiums plus 100%
of annual premiums with an
adjustmentfortermsoflessthan10
years), a 10% improvement on the
corresponding period in 2011. The
overallperformancewasdrivenby
the positive sales of regular pre-
mium products, which reached
S$1.2bn, registering 20% growth
over the same period in the previ-
ous year. Single-premium busi-
ness, however, dipped 10% to
S$447.3m, 14% of which were CPF-
relatedsales.

New benefit illustration guide-
lines published by the LIA in May
2012 changed the maximum inter-
est rates for the two required sce-
narios to 4% and 8% from August 1,
2012 and 5% for all from no later
thanApril1,2013.Theyalsorequire
theinclusionofadisclaimerforany-
one choosing a money market or
fixed-interestfund.

The review will be carried out by
a panel of industry and non-indus-
try representatives and its initial
findings are expected to be pub-
lishedinJanuary 2013.

A study carried out by Towers
Perrin for the LIA and published in
August 2012 has indicated the pro-
tection gap of working adults in Sin-
gapore has reduced significantly
over the past five years. Looking at
financial commitments alongside
life insurance policies purchased,
the study concluded the average
protection gap for a working adult
had reduced half from 7.6 times to
3.7 times annual income since the
previousreportin2006.

Pensions
There are few private occupational
retirement plans for the perma-
nent local population since the CPF
is regarded as covering all the
retirement provision require-
ments of the population. Employ-
ers have not been particularly
expected to make any additional
provision for their employees and
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individuals are encouraged to
make additional provision for
retirement throughtheCPF.

Nevertheless, concerns are
beginning to appear about the ade-
quacyofCPFsavings levels,particu-
larlyasmoneycanbeusedforother
purposes such as the purchase of
homes, which are relatively expen-
sive because of the restricted size of
the island. Furthermore, because
most people live in relatively small
apartments it is not possible for
them to downsize at retirement to
release capital. There are signs of a
possible increase in interest in pen-
sions; until now most interest in pri-
vate pension plans has been for the
expatriate population, which is sig-
nificant in Singapore, but addi-
tional private pension plans can be
set up as either a Supplementary
RetirementScheme(SRS)oraswhat
isknownasaSection5plan.

The SRS system was set up in
2001 and is governed by Income
Tax Act (Chapter 134) as subse-
quently amended from time to
time, the main change being in
2008whenemployercontributions
were permitted. It allows employ-
ees to set up tax-efficient pension
savings schemes with an approved
provider, to which both employers
and employees contribute. Contri-
butions are eligible for tax breaks,
investment returns accumulated
are tax free (with the exception of
Singapore dividends) free and only
50% of withdrawals are taxable at
retirement but low rates of tax
diminishthe incentive.

Section 5 plans are set up under
Section 5 of the Income Tax Act,
which says: “The Comptroller may,
subject to such conditions as he may
thinkfittoimpose,approveanypen-
sion or provident fund or society for
the purposes of this Act and may
(without prejudice to the exercise of
any power in that behalf conferred
onhimbyanyconditionsoimposed)
at any time withdraw any approval
previously given in respect of any
such fund or society.” They are self-
administered funds set up under
third-party trust arrangements,
approved and supervised by the
Inland Revenue Authority of Singa-
pore. Investment funds used by the
trusteesaresupervisedaccordingto
theirstatusbytheMAS.

Offshore trust funds can also be
contributed to by both employers
and employees and offer attractive
tax incentives but administrative
costscanbeprohibitive.

Healthcare
Private medical insurance (PMI)
for hospital and surgical costs is
very common as the gap between

medical costs and Medisave funds
is widening as a result of medical
cost inflation, brought about
partly by the government’s promo-
tion of Singapore as a regional cen-
tre of medical excellence. Patients
now demand higher levels of treat-
ment and facilities and are pre-
pared to pay for them, which has
driven the growth of the private
medical market.

In respect of PMI business
written by life companies, the MAS
produces combined figures for
personal accident and PMI for indi-
vidual business. PMI is recorded

separately for business written by
thenon-lifecompanies.

In 2011 total personal accident
and health premium income writ-
ten by life companies was S$1.8bn,
made up of S$1.32bn from individ-
ual policies and S$487.59m from
grouppolicies.

Pure PMI premium written by
non-life companies, both group
and individual, in 2011 was
S$214.72m, up 15.9% from
S$185.19min2010.

Good, affordable basic health-
care is available to all Singapore-
ans through subsidised medical

services at acute hospitals and clin-
ics without financial limitations.
At the same time, the system aims
to promote individual responsibil-
ity towards healthy living and
medical expenses with schemes
such as Medisave, MediShield,
ElderShield and Medifund
schemes designed to help Singapo-
reans “co-pay” their medical
expenses. Healthcare insurance is
provided in a number of different
ways through both government
initiatives and the private sector.

Portability
There has been concern about the
potential loss of medical benefits
upon a change of employer and
employers have been encouraged
to enhance the portability of medi-
cal insurance through the Portable
Medical Benefits Scheme (PMBS),
Transferable Medical Insurance
Scheme (TMIS) or the provision of
group Shield plans. At the same
time Singapore revised its tax pol-
icy to allow employers implement-
ing one of these three portable
medical benefits options to enjoy
higher tax deduction for medical
expenses of up to 2% of total
employees’remuneration(thenor-
mal taxdeductionlimit is1%).

UnderPMBStheemployermakes
an additional contribution to the
employees’ Medisave accounts
subject to a minimum of 1% of pay
and S$16 per month, which the
employee uses to buy MediShield
orIntegratedShieldinsurance.

TMIS is an employer-sponsored
group enhanced hospitalisation
and surgical insurance pro-
gramme offering an extension of
inpatient coverage up to 12 months
ifanemployeeleavesemployment.
On joining a new employer he or
she will be treated as continuously
employed and not excluded
becauseofpre-existingconditions.

These efforts have struggled,
however, with progress having
been hindered by unfavourable
insurance terms because of selec-
tion problems and the cost of cover
at increased ages. PMBS involves
the use of individual policies with
premiums met from Medisave
accounts, which are then topped
up by the employer, but this intro-
duces individual underwriting
and higher costs compared with a
group scheme. Additional prob-
lems with this approach are the
extra administration required and
the fact the subsidy is fixed,
whereas premiums may rise
because of claims. Also, some peo-
ple will not be able to obtain full
cover, or in some cases any cover
at all, leading to a perceived need

for a small expensive group
scheme for impaired lives. Even
the investigation and preparation
of a plan to address the issue
involves significant costs and this
has discouraged pursuit of the
issue in many cases.

Foreignworkers
Employers have been required to
purchase and maintain insurance
for the medical costs of work per-
mit holders (including foreign
domestic workers) and S Pass hold-
ers since January 1, 2008 when
healthcare subsidies were with-
drawn for foreigners. Since Janu-
ary 1, 2010 the minimum coverage
of the medical insurance employ-
ers are required to buy and main-
tain for the inpatient care and day
surgery for each of their work per-
mit holders and S Pass holders has
been S$15,000 a year for insurance
policies signed or renewed on or
after thatdate.

Distributionchannels
Despite the detailed information
available from the MAS it does not
produce official statistical data to
indicate the way life insurance is
distributed and the main lines of
business in which each channel
specialises. The LIA does, however,
publish figures based on weighted
new business figures (10% of single
premiums plus 100% of annual
premiums with an adjustment for
termsof less than10years).

According to these figures, ban-
cassurance has been relentlessly
increasing in popularity over the
past few years at the expense of the
agency channel. The LIA says in
2012 it grew to 35% of new life busi-
ness intermsofweightednewbusi-
ness premiums (10% of single
premiums plus 100% of annual
premiums with an adjustment for
terms of less than 10 years), while
the tied agency channel fell to 46%.
The financial advisers’ share grew
to 16% and other channels pro-
duced 3%. It is interesting to note,
however, tied agents sold 59% of
thenumberofpolicies issued.n
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European insurers to spend
€16m each on claims-
management improvements

European insurers plan to
spend on average €16m
($21.3m) on enhance-
ments to their claims-

management function over the
next three years, according to an
Accenturesurvey.

The top three priorities for
investment are process optimisa-
tion and automation (cited by 79%
of respondents), analytics and
fraud-detection capabilities (60%)
and document- and workflow-
management capabilities (45%),
the results of a new claims survey
by the global management consult-
ant reveal.

Of the more than one-third (37%)
of insurers that plan to replace
their core claims systems in the
next two years, close to two-thirds
plan to do so with package soft-
ware, with the rest using custom-
built systems,Accenturesaid.

In the next three years, insurers
plan to process on average almost
quarter (23%) of first notice of loss
(FNoL) operations – when policy-
holdersreporttheft, lossordamage
– using digital channels, such as

online customer self-service. Only
one-tenth (11%) of FNoL opera-
tions are handled through digital
channels today.

Meanwhile, all insurers sur-
veyed have plans to enhance their
claims functions in the next three
years. Close to one-third (35%) plan
to undertake a claims operating
model transformation, while two-
thirds (65%) plan to implement tac-
tical claims-optimisationprojects.

“Although the tactical or incre-
mental approach to enhancing the
claims function could be quicker
and least costly in the short term, it
might not properly equip insurers
to cope with all the challenges they
are likely to encounter in a fast-
changing market, especially with
increasingly digital-savvy custom-
ers,” Jean-FrançoisGasc,managing
director for Accenture’s insurance
managementconsultinginEurope,
AfricaandLatinAmerica, said

“Insurers that wish to reduce
losses and improve customer
satisfaction should rethink their
claims-operating model, change it
as appropriate and underpin it
with core systems that allow for
transformation.”

The 44 respondents Accenture
quizzed for the survey included
heads of claims, vice-presidents of
claimsandclaimssupervisors.Inter-

views were conducted between
December2012andMarch2013.

Of the 44 companies repre-
sented, 32 had net written premi-
ums of more than $1bn; five had of
net written premiums $500m to
$999m; and seven had net written
premiumsof$100mto$499m.

Of the 44 insurers, six each were
located in France and Belgium; five
each in Switzerland and the UK;
four each in the Netherlands and
Spain; three each in Denmark and
Italy; two each in Austria, Germany
and Sweden; and one each in Fin-
landandNorway.

Topthreepriorities for
investmentovernextthreeyears
willbeautomation, fraud-
detectionanddocument
management,Accenturesays

Greg Dobie
Managing editor

French state
signs credit
insurance
agreement
The French state has signed an
agreement with credit insurers to
help small and medium-sized
enterprises manage their cash
positions by better informing buy-
ers about their credit standing and
improving transparency, writes
GregDobie.

The signatories – Atradius, Axa
Assurcrédit, Coface, Euler Hermes
and Groupama AC – account
for 98% of France’s credit insur-
ancemarket.

They have agreed to operate a
common website, to be launched
on July 1, where all companies will
be able to check their credit limit
with each insurer and receive
alerts when their status is down-
graded, freeofcharge.

Buyers will therefore be able to
find out the exact amount of cover
granted to policyholders for their
account. If they are notified of a
reduction in coverage, they will be
abletoobtainanexplanationabout
thereasonsthat ledto thedecision.

Creditinsurershavealsoagreedto
a30-daygraceperiodbeforethecov-
erage reduction or termination
becomes effective once the policy-
holderhasbeennotifiedoftheirdeci-
sion,exceptin“exceptionalcases”.

Moreover, the signatories have
committed to notifying buyers at
least three weeks before the cover-
age downgrade becomes effective.
Buyers will be able to communi-
cate additional financial informa-
tion to credit insurers, who will
review it to weigh up whether to
reconsider their position when
appropriate.

Credit insurers will also better
inform their clients about their
top-upcoverageoffering.

The French Federation of Insur-
ance Companies said the agree-
ment will “improve the operation
of thecredit insurancesector”.

Accenture survey findings
Topprioritiesforinsurerinvestmentinclaimsmanagement
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Weaving a
newworld
As Frank Diana notes in this
month’s guest article, the next
step forbusiness is to captureand
exploit the knowledge potential
that is latent in today’s burgeon-
ing digital communication chan-
nels. It is not about checking
Twitter, but becoming a better
informed and more rounded
organisation – one that is able to
respondandadapttotrustworthy
real-timeinformation.
ACORD’s role is firmly in the

realm of enabling and strength-
ening the partner ecosystem.
ACORD standards allow partners
to work more effectively with
each other without compromis-
ing their independence. But the
standards also reach right across
the industry, helping to improve
understandingand collaboration
within organisations andmaking
lifeeasier forcustomers.
The holistic systems of the

future will gain great benefits
from standards. Standards must
be a central part of any strategy
aimed at realising Diana’s vision.
Given the complexity and sub-
tlety of the challenge, a proven
common language for describing
thedatahidden in these channels
isamust.
The real-time world is here.

Some people have yet to notice.
Unlesstheyregisterthechangethat
has happened, they will quickly
become obsolete. Wise organisa-
tions will begin crafting the sys-
tems of engagement they need to
thriveinanalways-onera–now.

GregoryMaciag ispresidentand
chiefexecutiveofACORD.
Hecanbereachedbyemailat
gmaciag@acord.org.

An engagement with the
future of business

Digital technology is a
transformative engine
that drives business sus-
tainability, but many

people still see it just as an offering
orchannel. Iparticipatedinarecent
thinktank discussion where people
talkedofdigital’ssmallcontribution
torevenueandconcluded itwasnot
worth focusing on. I fear without a
burning platform, companies will
stayonthedigitalsidelines.Without
a vision for digital, companies will
leave themselves no time to react to
nimble start-upsor internet compa-
nies looking to expandoutside their
traditionalbusinessareas.
Themostmisunderstooddimen-

sionof thedigital transformation is
social. There is still too much
emphasis on Facebook, Twitter,
LinkedIn and other social net-
works,asopposedtoviewingsocial
as a critical component of future
systemsofengagement.

Systemsofengagement
Geoffrey Moore introduced the
termsystemsof engagement about
two years ago. The idea is whereas
existing enterprise systems are
designed around records, future
systems must be designed around
interactions. Where technology
investment in thepast twodecades
enabled transaction processing
and executive decision-making,
systems of engagement enable the
middle layers of organisations and
focusongrowth.
The systems emerging today

are split across three ecosystems:
customer,employeeandpartner.

Externalchannels
The initial social ecosystem
focused on the customer and was
dominated by activity in external
social channels. There are great
examples of customer communi-
ties and other internal social cus-
tomereffortscreatedandmanaged
by companies, but the dominant
activity in the social customer eco-

system is in the external channel.
Social listening has for the most
part focused on brandmonitoring,
with a growing focus on customer
service and leads. Social will
increasingly be woven into the
fabric of customer-facing proc-
esses and software vendors are
alreadymovingdownthispath.

Theemployeeecosystem
The second social ecosystem is the
employee ecosystem. One typical
initiative in thisarea is thecreation
of internal communitiesusing soft-
ware like Jive or comparable prod-

ucts. These effortswill evolve from
basic community development to
the creation of a social layer that
fundamentally changes our busi-
nessprocesses.
Integrated activity streams,

social taskmanagement and inter-
actionhistoriesare just someof the
features we will see as this ecosys-
tem evolves. Collaboration, com-
munication and co-ordination will
all improve with this evolution,
and thecollectiveknowledgeof the
organisation will be used in a way
thathaseludedusforyears.

Thepartnerecosystem
The third social ecosystem – and
one that is only now getting
attention – is the partner eco-
system. The importance of col-
laboration continues to grow and
social is a central enabler of collab-
oration excellence. This ecosystem
therefore becomes a central com-
ponent of the relationship-man-
agementstrategy.
Effectively managing an envi-

ronment that includes a growing

numberof external stakeholders is
a critical success factor. This sce-
nariomakes it clear: socialneeds to
break away from traditional views
tobecome theenabler it is destined
tobe.

Ecosystemdisconnect
But there is a danger that three
separate and distinct ecosystems
will emerge – and that is a big
mistake.Thecollective intelligence
of complete ecosystems unleashes
the knowledge, creativity, ideas
and innovation so necessary to
future survival. Disconnected eco-
systemscannotdeliver that.
Driving future growth will

increasingly involve multiple
stakeholderswithinavalueecosys-
tem. Systemsof engagement there-
fore must be viewed holistically.
But todaywesee isolatedsetsof ini-
tiatives that are at best sub-opti-
mal, and which in the worst cases
createmoresilos.

Overcomingtheobstacles
Holistic systems of engagement
bring together theentirevalueeco-
system – but there aremany obsta-
cles to achieving this situation.
First isalackofvision,orthefailure
to see theburningplatform.Next is
the problem of shifting industry
boundaries and ecosystem com-
plexity. The world will not stop so
wecangetouract together.
Organisations also have to face

the inertia of their existing struc-
tures, silos, policies, procedures
and legacy systems. Add to that the
plethora of competing digital initi-
ativesattempting tomakeprogress
within a command-and-control
culture, and the challenge can
seeminsurmountable.
Leaders need to begin formulat-

ing their strategies now, taking
advantage of consumer technol-
ogy and learning from commer-
cial social media. Crucially,
organisations need to start think-
ing hard about how they want
to behave in an always-on, real
timeworld.
The transition to this new busi-

ness environment will be a long
andat timesdifficult journey.But it
iswherebusiness isgoing.n

Lookingat thedigital transformationandthecrucial roleofsocial

Frank Diana,
digital and analytic
streams leader
TCS Global Consulting

The most misunderstood
dimension of the digital
transformation is social.
There is still too much
emphasis on Facebook,
Twitter, LinkedIn and
other social networks,
as opposed to viewing
social as a critical
component of future
systems of engagement 
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enabled transaction processing
and executive decision-making,
systems of engagement enable the
middle layers of organisations and
focusongrowth.
The systems emerging today

are split across three ecosystems:
customer,employeeandpartner.

Externalchannels
The initial social ecosystem
focused on the customer and was
dominated by activity in external
social channels. There are great
examples of customer communi-
ties and other internal social cus-
tomereffortscreatedandmanaged
by companies, but the dominant
activity in the social customer eco-

system is in the external channel.
Social listening has for the most
part focused on brandmonitoring,
with a growing focus on customer
service and leads. Social will
increasingly be woven into the
fabric of customer-facing proc-
esses and software vendors are
alreadymovingdownthispath.

Theemployeeecosystem
The second social ecosystem is the
employee ecosystem. One typical
initiative in thisarea is thecreation
of internal communitiesusing soft-
ware like Jive or comparable prod-

ucts. These effortswill evolve from
basic community development to
the creation of a social layer that
fundamentally changes our busi-
nessprocesses.
Integrated activity streams,

social taskmanagement and inter-
actionhistoriesare just someof the
features we will see as this ecosys-
tem evolves. Collaboration, com-
munication and co-ordination will
all improve with this evolution,
and thecollectiveknowledgeof the
organisation will be used in a way
thathaseludedusforyears.

Thepartnerecosystem
The third social ecosystem – and
one that is only now getting
attention – is the partner eco-
system. The importance of col-
laboration continues to grow and
social is a central enabler of collab-
oration excellence. This ecosystem
therefore becomes a central com-
ponent of the relationship-man-
agementstrategy.
Effectively managing an envi-

ronment that includes a growing

numberof external stakeholders is
a critical success factor. This sce-
nariomakes it clear: socialneeds to
break away from traditional views
tobecome theenabler it is destined
tobe.

Ecosystemdisconnect
But there is a danger that three
separate and distinct ecosystems
will emerge – and that is a big
mistake.Thecollective intelligence
of complete ecosystems unleashes
the knowledge, creativity, ideas
and innovation so necessary to
future survival. Disconnected eco-
systemscannotdeliver that.
Driving future growth will

increasingly involve multiple
stakeholderswithinavalueecosys-
tem. Systemsof engagement there-
fore must be viewed holistically.
But todaywesee isolatedsetsof ini-
tiatives that are at best sub-opti-
mal, and which in the worst cases
createmoresilos.

Overcomingtheobstacles
Holistic systems of engagement
bring together theentirevalueeco-
system – but there aremany obsta-
cles to achieving this situation.
First isalackofvision,orthefailure
to see theburningplatform.Next is
the problem of shifting industry
boundaries and ecosystem com-
plexity. The world will not stop so
wecangetouract together.
Organisations also have to face

the inertia of their existing struc-
tures, silos, policies, procedures
and legacy systems. Add to that the
plethora of competing digital initi-
ativesattempting tomakeprogress
within a command-and-control
culture, and the challenge can
seeminsurmountable.
Leaders need to begin formulat-

ing their strategies now, taking
advantage of consumer technol-
ogy and learning from commer-
cial social media. Crucially,
organisations need to start think-
ing hard about how they want
to behave in an always-on, real
timeworld.
The transition to this new busi-

ness environment will be a long
andat timesdifficult journey.But it
iswherebusiness isgoing.n

Lookingat thedigital transformationandthecrucial roleofsocial

Frank Diana,
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The most misunderstood
dimension of the digital
transformation is social.
There is still too much
emphasis on Facebook,
Twitter, LinkedIn and
other social networks,
as opposed to viewing
social as a critical
component of future
systems of engagement 
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