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Welcome to Fast Forward: Secrets to rapid growth in a new economy, published by Rackspace 
and FT Remark. The purpose of this report is to pinpoint where UK companies are finding the 
most rewarding growth opportunities and to investigate the role played by digital technologies in 
capturing and accelerating growth. It also examines whether companies are getting the most out  
of their innovation investments. 

The report is based on research that was carried out in the lead-up to the UK referendum on EU 
membership. Although opinion polling in the weeks preceding the referendum was inconclusive, 
few in the financial markets and wider business community would have anticipated that the UK 
would have voted to leave the European Union in the 23 June vote.

While the report inevitably reflects the pre-Brexit landscape, the bulk of the findings are relevant – 
and are likely to remain so – because they reflect changes in the growth landscape corresponding 
to technological shifts rather than purely economic and political changes.  

The UK is entering uncharted territory. But there are some grounds for optimism. Businesses 
that survived the fallout from the 2008 financial crisis are leaner and better placed to tackle the 
growth challenges that lie ahead. The eagerness with which firms are embracing digital innovation 
also bodes well for the future. Firms are now better connected to their customers and – as the 
survey reveals – many businesses are making transformational investments to accelerate growth. 

We hope that you enjoy the report and welcome your feedback.

INTRODUCTION



 
 

KEY FINDINGS

Digital investment
Respondents are keen 
to invest more in digital 
systems and technology 
to grow their business. 
They are challenged by 
prioritising between 
value-add IT projects 
and maintenance, as well 
as data protection and 
privacy law compliance.

Positive thinking
Despite headwinds, 
business sentiment 
in the UK is 
overwhelmingly 
positive with 82%  
of respondents 
reporting growth 
in their core markets 
as moderate  or better.

Growth drivers
Organic growth 
is seen as the main 
opportunity driver 
for half of respondents. 
Acquisitions are 
expected to account 
for 29% of growth 
and strategic alliances 
for 20%. 

Growth challenges
28% of firms say high 
levels of regulation is 
the biggest challenge   
to executing growth 
strategies. A quarter 
cited high levels of 
competition as the 
main growth challenge.

Digital disrupts
53% of firms see digital 
disruption as boosting 
growth rates. Three 
quarters of respondents 
say their sector has 
been disrupted by 
 digital technology.

Earnings warning
Firms say that hitting 
quarterly earnings 
targets is perceived 
as the biggest strategic 
barrier to innovation. 

Devotion to R&D
Companies plan 
to devote a higher 
proportion of revenue 
(25% look to allocate 
16% or more) to 
R&D in the coming 
three years.

Big data is big news
Big data technologies 
are expected to be 
a game-changer with 
95% of firms looking 
to invest in business 
intelligence and analytics 
to boost growth.

Data/cloud spending up
The majority of 
respondents believe 
that increased spending 
on data and analytics 
and cloud-based 
solutions over the past 
three years has improved 
the overall growth rate 
of their business.

Key findings
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As well as answering questions 
on growth and innovation, survey 
participants were invited to share 
their views on the impact that 
Britain leaving the European 
Union (EU) might have on their 
growth ambitions. The comments 
and data below were gathered in 
the weeks before the referendum 
on 23 June.

Nearly three quarters (72%) 
predicted a moderate/significant 
negative impact, with most 
(51%) predicting a moderate 
negative impact. Elaborating 
on the negatives, respondents 
highlighted likely impact on 
businesses, jobs, living standards 
and public finances.

“Trade and investment flows 
will be lowered significantly and 
this would be negative to our 
company’s growth plans and 
strategies,” says the finance 
director of a technology corporate.

However, nearly a quarter of 
respondents (24%) envisaged 
no impact, while 4% predicted 
a moderately positive impact. 
“Britain’s decision to leave the EU 
might be profitable for our overseas 
growth ambitions and business in 
general, as association with the EU 
has its costs,” says the chief strategy 
officer of a pharmaceuticals/medical 
firm. “If the UK strikes better trade 
deals with overseas markets, it 
could be very beneficial for us in the 
long run.”

What impact would Britain leaving the European Union have on your growth ambitions?

21%
Significant 
negative 

impact

51%
Moderate 
negative 

impact

24%
No impact

4%
Moderate 
positive 
impact

BREXIT FEARS AND 
OPPORTUNITIES

Others pointed to currency 
weakness and uncertainties 
around taxation and free 
movement of workers. “Imports 
will become expensive and we 
will have to pay higher taxes,” 
predicted the IT director of an  
FT UK 500 retailer. “We are 
already dealing with problems 
related to double taxation and  
this will only become more 
difficult. We are also sceptical 
about access to labour once this 
takes place.”



Where are UK firms 
finding growth?
Businesses are looking to core activities to drive revenues

Positive outlook for 
business growth by 
82% of companies 
surveyed.

Respondents 
emphasise focus 
on core business 
to grow. 

Organic growth is 
the most important 
strategy for half of 
respondents. 

Key findings

Where are UK firms finding growth?
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This chapter examines where 
UK firms are currently finding 
rapid growth opportunities and 
where they expect to find them 
in the future. It also looks at the 
numerous factors shaping the 
growth landscape.

Playing to core strengths
Despite economic headwinds and 
geopolitical uncertainty - such as 
fluctuating commodity prices, a 
slowdown in China, uncertainty 
following the Brexit vote and the 
outcome of the US election – the 
survey shows that businesses 
are positive about their growth 
prospects (Fig 1). Over half of 
respondents (57%) say that the 
speed of market growth for their 
core products and services is 
moderate, with 25% of businesses 
saying it is fast1. Less than one 
in six firms report flat growth for 
core products and services  
and only 3% characterise the 
speed of growth as in decline. 

1	 Fast	growth	is	defined	as	any	company	whose	business	generates	significant	positive	cash	flows	or	earnings,	which	increase	at	significantly	faster	rates	than	the	overall	economy.	
2	 Organic	growth	represents	increases	in	output	generated	by	core	business	activities,	expansion	of	the	existing	customer	base	and	the	development	of	new	products	or	services.	It	does	not	

include	acquisitions.

Optimism around growth for core 
products and services is reflected 
in buoyant revenue projections. 
The overwhelming majority of 
firms surveyed (97%) expect to 
see revenue growth over the next 
three years, with 52% anticipating 
annual rises of 9% or more (Fig 2). 

“Revenues will increase more 
than 15% in the next five years 
as we anticipate high demand 
for our existing products in new 
markets,” predicts the CFO of a UK 
pharmaceuticals business.  
Others are equally upbeat: 
“Our sales have increased by 
approximately 18%, which is 
considered a high level of growth 
within our operating sector,” says 
the head of IT services at a UK 
technology firm.

Growth drivers
Organic growth2 is seen as the 
primary opportunity driver  
(Fig 3). Firms expect just over  

half of all growth to come from 
this direction (51%). Acquisitions 
are expected to account for 29% 
of growth, while strategic alliances 
are predicted to contribute 20%. 

The role of acquisitions 
is mentioned by several 
respondents, particularly in 
enabling sideways expansion into 
new geographies. The strategy 
director of a business/professional 
services firm says: “Acquisitions 
have not only helped us gain 
revenues but have also helped us 
increase our global presence which 
keeps us out of competition risks.” 

Many firms foresee growth 
from a combination of organic 
growth, acquisitions and strategic 
alliances. Strategic alliances 
are highlighted by one in five 
respondents. Such alliances serve 
as a low-risk, low-cost proxy for 
conventional M&A. “Strategic 
alliances are important because 

”Acquisitions have 
increased our global 
presence which keeps us 
out of competition risks.”
Strategy director, business/
professional services firm



Where are UK firms finding growth?

they help in penetrating the 
market with ease and they also 
limit the risks,” says the head of IT 
at a UK retail business.

Moving sideways
Firms that rely on an organic 
growth strategy say that they 
have mostly focused on increasing 
market share for their existing 
products and services over the 
past three years (83%). The 
ability to continuously refine and 
leverage consumer e-commerce 
offers is one factor at work here, 
particularly for retailers. “The 
increase in the number of physical 
locations of our stores and a 
more customised online store 
is bringing us more demand,” 
confirms the director of global IT 
at a major UK retailer. “We have 
captured a huge chunk of the 
market share in the past two  
years by focusing on organic 
growth strategies.”

However, the data suggests that 
reliance on existing products and 
services as a growth engine is 

losing momentum. Firms foresee 
a small decline in the relative 
importance of increased market 
share for existing products and 
services over the next three years, 
although firms still expect it to 
remain a dominant driver (Fig 4). 

Companies envisage an increasing 
emphasis on organic growth 
driven by the launch of new 
products and services in existing 
areas (46% for the next three 
years compared with 39% for the 
preceding three) and targeted 
sideways expansion into new 
geographies (40%, up from 32% 
for the last three years). “We have 
been opening a few new stores 
in different countries and will go 
on expanding in the countries we 
are in,” says the IT director of a UK 
retailer. “Demand has increased 
and we are planning on increasing 
the products we currently offer.”

Size matters
Leveraging the existing size and 
scale of their core business is 
seen as the top asset for a third 

Fig 2. What 
level of annual 

growth in revenues 
are you anticipating 

over the next 
three years?

18%
13-15%+

28%
5-8%

3%
Decline

17%
1-4%

34%
9-12%

Fig 3. What proportion of your overall growth do you 
expect to see coming from the following? 
(Sum to 100%)

0 10 20 30 40 50 60

Strategic alliances (%)

Acquisitions (%)

Organic growth (%)

Fig 1. How would you characterise the speed of growth 
of the market for your core products/services?

0 10 20 30 40 50 60

Fast decline

Moderate decline

Flat

Moderate growth

Fast growth
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of respondents (Fig 5). “Being the 
largest business in our space, we 
are able to overcome competition 
and increase our performance 
year-over-year helping us achieve 
our growth targets successfully,” 
says the strategy director of a 
major business services provider.

Scale opens up avenues for larger 
businesses. This includes the 
freedom to make acquisitions. 
“Our existing size and scale is our 
biggest asset. Due to this, we had 
resources to secure and raise our 

market share and to expand into 
new products and services beyond 
our core by acquiring young, 
innovative companies,” explains 
the CFO of a consumer products 
manufacturer. “This has boosted 
our growth rates well.”

Flexible friends
Flexibility in terms of pricing and 
product offering is also frequently 
cited by respondents as the 
most popular or the second-
most popular asset in supporting 
growth (43%). “With a close-to-

Fig 4. Excluding acquisitions, where has your growth principally come from in the 
past three years? And the next three years? (Select top two)

0 20 40 60 80 100

Increased market share for existing products/services

Sideways expansion into new geographies

Sideways expansion into new sectors

Launch of new products/services (in existing sectors)

Increased underlying demand for existing products/services

Next three years

Past three years

Key

Fig 5. What do you see as your biggest asset in supporting growth of your core business?
(Please rank top two)

Top choice
Second choice

Key

My �rm in 
particular

UK �rms

KeyFlexibility in pricing and product o�erings

High level of customer service/knowledge of customer needs

High quality of products/services

Existing size and scale

Deep level of specialisation

Rapid time to market

0 5 10 15 20 25 30 35 40
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saturated market, flexibility in the 
pricing of product offerings proves 
crucial and with a highly skilled 
marketing and analytics team, we 
have been able to enhance this 
quality driving growth, making it 
our biggest asset,” explains the 
finance director of an FT UK 500 
technology firm.

Putting customers first
Factors such as high-level 
customer service and high-quality 
products and services also achieve 
high rankings. The CEO of a major 
business and professional services 
provider describes customer 
service and satisfaction as one 
of its biggest growth assets: “We 
spend a lot of time and resources 
to understand what our customers 
derive from our products, what 
they want and what value they get 
from them – and then constantly 
strive to make that possible 
for them and at the same time 
maintain high levels of profitability.”

Deep level specialisation polled 
less strongly as a core growth 

driver, with only 13% of firms 
placing it first and 14% placing 
it second. Surprisingly few 
businesses ranked rapid time-to-
market in the top two. 

A likely reason for this is that 
factors such as product and 
service quality and time-
to-market are not always 
compatible, particularly where 
premium products and services 
are concerned. If it takes a bit 
longer to get a product to market 
because it’s been well researched, 
it’s more likely to succeed. “We 
paid special attention to the 
proof-of-product of our entire 
product portfolio and assessed 
market demand for it before 
entering our products into the 
market,” explains the marketing 
director of a consumer products 
manufacturer. “This has helped 
us achieve growth to scale and is 
responsible for our existing size.”

The suggestion of a flight to 
quality – and the growth this 
can deliver – was highlighted by 

respondents in other sectors. 
“Our products are of the highest 
quality in terms of durability and 
the technology used,” says the 
chief strategy and technology 
officer of an FT UK 500 
technology firm. “This is bringing 
us more sales and revenues as the 
demand for quality products is 
increasing compared to lower-
priced items.”

Steady as she goes
As the previous section shows, 
companies are highly focused on 
their core activities. Furthermore, 
evidence gathered by the survey 
suggests that most firms are in 
no rush to look further afield. 
Over the past three years, 68% 
of companies have not invested 
in sectors outside their usual core 
and 64% have no plans to do so in 
the coming three years (Fig 6A). 

So why are firms holding back? 
The fact that core markets are 
performing well goes some way 
to explaining why companies are 
reluctant to test new waters.  

Fig 6A. Over the past three years, to what extent 
have you invested in sectors outside of your usual core? 
And the next three years?

Next three years Past three years

Key

Not at all

Moderately

Significantly

0 10 20 30 40 50 60 70 80

Fig 6B. What is 
principally driving 

this? (Select all 
that apply)

98%
Exciting 

opportunities 
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sectors

75%
Shifting 
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55%
Desire for 

diversification29%
Low level of 

growth in 
existing 
business
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Fig 7A. What proportion of your total revenues do you 
currently generate from each of the following markets? 
And the next three years?

CEE

2.3%
Current

3.2%
Future

Other Western Europe

14.6%
Current

15%
Future

UK

52.5%
Current

51.6%
Future

Africa

2.0%
Current

2.1%
Future

Middle East

2.1%
Current

1.6%
Future

Latin America

2.8%
Current

2.5%
Future

Asia Pacific

9.3%
Current

10%
Future

North America 

14.4%
Current

14%
Future

As noted in Fig 1, core markets  
are overwhelmingly characterised 
by moderate to fast growth. Firms 
are sticking with what they know 
and most feel little impetus to 
branch out into new areas. 

Another reason is capital 
optimisation. “We have not 
invested much outside of our 
sector as we need the capital to 
help us expand and manage our 
stores,” explains the IT director of  
a major UK-based retailer. “We 
have focused on making our 
company grow and expand in 
different markets. We also plan  
to expand to other countries.”

Lifecycle stage also plays a 
part here, with younger firms 
more likely to focus on core 
activities. “We were a relatively 
new company and needed to 
grow our business and had to 
focus our capital in the business,” 
says a retail CFO. “Even now, we 
are focusing on building on our 
current capacity and expanding 
the business.”
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Fig 7B. Which three overseas countries do you 
expect to be most important in driving growth?
(Please select top three) 

OtherRussiaSingaporeUnited Arab
Emirates

Czech
Republic

GreeceNorwayPolandSwedenSwitzerland

NetherlandsBrazilSouth AfricaJapanCanada

BelgiumSpainItalyIreland
(Republic)

Australia
17%

8% 7% 7% 6% 5%

5% 4% 4% 3% 2%

2% 2%
2% 2% 8%

15%
10% 10% 10%

IndiaChinaFranceGermanyUSA
66% 32% 27% 24% 22%

of future strong returns (Fig 6B). 
“We have taken advantage of 
growth and innovation in other 
sectors and have used it to our 
benefit,” explains the CIO of an  
FT UK 500 retail business. “We 
have incorporated it in our 
business and will continue to  
do so in the future.”

The need to keep pace with 
shifting customer needs is also 
part of the growth story. Three 
quarters of businesses see this 

as a principal driver for out-of-
core investment. “Our customer 
demands have been changing and 
we have taken advantage of this,” 
says the CIO of an FT UK 500 
media/entertainment business. 

Desire for diversification 
(mentioned by 55% of firms) is 
also a driver. The chief product 
and technology officer of an FT UK 
500 retailer says: “We have been 
investing small amounts in other 
sectors to diversify our company 
and reduce the risks we would  
be exposed to. We also wanted  
to serve customers in other 
sectors as we felt we would 
manage it well. Holding on to a 
diverse portfolio suited us well.”

Focus on domestic revenues
The majority of respondents’ 
current total revenues (52.5%) 
are generated in the UK. A similar 
proportion of future revenues 
(51.6%) are also expected to flow 
from the domestic market (Fig 
7A). Other European countries 
and North America are revenue 

In the longer term, market 
uncertainty in the wake of the 
EU referendum means that 
companies’ defensive stance 
around out-of-core expansion  
is likely to continue.

Reaching beyond the core
Firms interested in diversification 
point to exciting opportunities 
in other sectors (98%) such as 
new technology that can bring 
synergies to improve existing 
businesses, as well as the promise 
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generators, although to a lesser 
extent. Western Europe (excluding 
the UK) currently generates 14.6% 
of revenues and is expected to 
provide 15% of future growth, 
while North America generates 
14.4% of present revenues and 
is expected to produce a similar 
proportion of future returns.  
Asia-Pacific meanwhile, generates 
9.3% of current revenues (10%  
in future). 

Reaching across the ocean
Asked to identify which three 
overseas countries they expect 
to be the most important growth 
drivers, the majority (66%) point 
to the US (Fig 7B). “After the UK, 
the most revenue-generating 
country for our business is the 
US. The healthcare sector there 
is booming and new awareness 
programmes are helping enable 
better industry growth bringing 
more opportunities for businesses 
in this sector,” says the CFO of 
an FT UK 500 pharmaceuticals 
and medical company. Retailers 
are also making headway in 

Fig 8. What are the biggest strategic challenges to 
overcome in executing your growth strategy? 
(Rank top two)

Fig 9. What government step would have the biggest 
impact on your growth? (Select most important)

High levels of competition/downward pressure on prices

High levels of regulation

High costs of labour/recruitment challenges

High costs of inputs/third party services

Reducing regulatory ‘red tape’

Improving tax incentives for investment

More flexible labour laws

Negotiation of new/better free trade agreements

Lack of available financing

Saturated market

0 5 10 15 20 25 30

1 2

Key

0 5 10 15 20 25 30 35

North America. A chief product 
and technology officer at one FT 
UK 500 retailer says: “We have 
recently opened in Mexico and 
have already become the top 
player in their markets. We are 
also one of the largest in the US 
and in Canada. We have been well 
accepted in these markets and will 
grow here efficiently.” 

Germany (32%) and France 
(27%) are also predicted to be 
significant sources of growth. 
Asia-Pacific is seen as a growth 
driver, although to a lesser extent: 
countries selected for their growth 
credentials include the powerhouse 
economies of China (24%) and 
India (22%), while Australia was 
polled by 17% of respondents. 
“India is emerging at a rapid pace 
and the demand for new electronic 
products is increasing too, which 
has given us the opportunity to 
increase our sales in that market 
and also have presence in a new 
location,” says the chief strategy 
officer of a technology company. 
“The sales we have estimated in 

this region will account for a major 
share responsible for the growth  
of our business.”

Growth blockers
Firms say competition, regulation 
and recruitment challenges are 
hindering strategic growth (Fig 8). 
High levels of regulation was cited 
by 28% of firms as the biggest 
challenge to executing their 
growth strategies. “High levels of 

”The cost of 
labour has been 
increasing and 
getting hold 
of high-skilled 
labour to help 
us achieve our 
strategies is 
difficult.” 
CIO, media and 
entertainment firm
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regulation easily cut down close to 
a quarter of our growth rate,” says 
the finance director of an FT UK 
500 technology firm. 

Competition is seen as the 
main strategic blocker by 25%, 
while high labour costs and 
recruitment challenges are 
highlighted by 23%. The CIO 
of a media and entertainment 
firm says: “The cost of labour 
has been increasing and getting 
hold of high-skilled labour to 
help us achieve our strategies 
is difficult.” Another points to 
lack of available financing as the 
biggest challenge: “Financial 
institutions have taken a major 
back step when it comes to 
financing activities and it 
becomes challenging planning 
various business strategies in 
such conditions.”

Wanted: government help
Companies are clear that 
government could play a bigger 
role in helping them to drive 
growth, particularly with regard 

to easing strategic blockers 
such as red tape (Fig 9). Calls 
for government to reduce the 
regulatory burden on businesses 
are likely to accelerate following 
the UK’s decision to withdraw 
from the EU. 

Many firms complain about the 
time, cost and staffing impacts 
associated with regulatory 
compliance. Nearly one-third of 
respondents say that cutting red 
tape would have the biggest impact 
on growth. “Current regulations are 
inefficient and inappropriate for 
new investments and this acts as a 
major barrier towards our growth,” 
says the marketing director of an FT 
UK 500 firm.

Improving tax incentives for 
investment is seen as the most 
important step government could 
take by 27% of respondents. “UK 
markets already enjoy a position of 
being one of the most favourable 
for investment, but tax incentives 
are a major let-down,” notes the 
head of IT at a UK retailer.

Flexible labour laws are cited by 
22% of respondents. “Steps to 
make labour laws more flexible will 
impact our growth in a positive 
way by giving us the ability to 
hire staff easily, employ them 
on the basis of the needs of the 
business and give us the ability to 
let people go when the going gets 
tough,” says the finance director of 
a technology firm.

Firms also point to the negotiation 
of new or better free trade 
agreements (19%). “A higher 
percentage of our growth rates 
come from external markets 
compared to growth from the UK 
market,” says the finance director 

”Companies are moving from transactional to an 
interactional relationship with their customers 
through digital technologies.”
Executive vice president, FT UK 500 telecoms business

of a technology firm. “Better trade 
agreements would definitely 
boost our future overseas growth 
ambitions.” In the light of the UK 
Brexit vote, this is likely to become 
the single most important factor 
in determining the future success 
of British export businesses.
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What is causing companies 
to focus on their core? 

Darren: Customers need to be 
at the heart of all organisations’ 
plans. In Rackspace’s case, they 
help influence how we add greater 
value. One of the aspects that 
really resonates in the report, is 
around innovation and customer 
centricity, and how the two are 
linked. With customer needs at 
the heart, the renewed focus on 
a company’s core strengths can 
be the most cost effective way to 
scale. For many, investigating what 
your core business offers, as well as 
your existing customer base, can 
be a far quicker way to scale.

Reinhard: One of the main qualities 
customers want from organisations 
now is specialism – demand for 

”For many, investigating what 
your core business offers and 
does, as well as your existing 
customer base, can be a far 
quicker way to scale.” 
 
Darren Norfolk, Rackspace UK

Darren Norfolk, Managing Director, 
Rackspace UK and Reinhard Waldinger,  
Managing Director, Rackspace International 

general services is falling off 
forcing companies to focus on their 
core. At Rackspace, we have taken 
this on board. Everything here 
revolves around the technology 
platform, which allows us to be a 
company of specialists. In the IT 
world, companies want specialists 
because they are dealing with 
complex environments. It is difficult 
to find talent out there to keep 
your company at the cutting edge. 
That is where the specialists come 
in. We hire that talent, train them 
and then surround them with like-
minded people.

What examples do you 
have of companies finding 
success in this?

Reinhard: One of our customers, 
a large UK challenger bank, is a 

WHERE ARE UK FIRMS FINDING GROWTH:  
CUSTOMERS, CORE AND CLOUD
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”One of the main qualities customers want 
from organisations now is specialism. 
Demand for general services is falling off.” 
 
Reinhard Waldinger, Rackspace International

good example of a company that is 
operating from its core. It is putting 
its customers at the centre, it is not 
charging hidden fees and it is not 
attempting to open an investment 
division. Growth comes through 
doing what it does best. Another 
Rackspace customer that is working 
from its core is Domino’s Pizza. They 
are fully focused on food delivery, 
nothing else. They are working 
around making the ordering 
process more customer-friendly 
and cutting edge, especially on their 
mobile platform.

How is Rackspace 
addressing shifting 
customer expectations?

Darren: There has been a huge 
transformation happening with 
the creation of cloud – both inside 

Rackspace and in the market, 
in general. In particular, we see 
rising demand for a multi-cloud 
approach to innovation. So our 
traditional business, which is 
very much a dedicated physical 
server base, has now been 
transformed to this utility-based 
public cloud environment. This 
means we’ve also got to transform 
the way we work and, in turn, 
this is transforming the way 
other companies work. Overall, 
understanding your core and 
putting customers at the heart of 
your innovations will reap rewards 
for companies. Rackspace has had 
to innovate far quicker over the 
past 12 to 18 months than we have 
in our existence, and that’s because 
customers want that flexibility and 
want to be able to adapt solutions 
to the needs of their business.
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Respondents plan to 
increase spending on 
developing in-house 
technology (76% in 
the next three years 
compared to 44% over 
the past three years) 
and boosting employee 
numbers in the IT team 
(70% compared to 39% 
over the past three years).

The majority of 
respondents believe 
that increased spending 
on data and analytics 
(69%) and cloud-based
solutions (56%) over 
the past three years 
has improved the 
overall growth rate of 
their business.

Key findingsDriving growth with 
digital technologies
Digital disruption is the new normal

Driving growth with digital technologies
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This chapter considers the 
extent to which disruptive digital 
technologies – such as data 
analytics and cloud – drive growth 
and improve resilience. It also 
looks at the risks and IT challenges 
commonly faced by companies.

Respondents say the use of 
software and technology in the 
way companies are managed 
supports growth objectives. “The 
need to adopt technological 
software such as enterprise 
resource planning throughout 
the businesses is increasing and 
hence the speed of growth of our 
core products is rapid and we will 
face more positive growth rates, 
as we are making our software 
more effective and are providing 
satisfactory services to our 
clients,” says the CTO of an FT UK 
500 company.

Digital technology has a major 
impact on growth. Three-quarters 
of survey respondents say their 

sector has been disrupted by 
the application of new digital 
technologies over the last three 
years. More than a quarter (26%) 
say it has completely reshaped 
their sector with most lines of 
business impacted (Fig 10A). This 
applies in particular to retail sector 
respondents. Nearly a quarter of 
respondents (24%) report that 
they have yet to be affected, but 
can see signs of a future impact 
nonetheless. 

Growing with the customer
More than half of firms surveyed 
(53%) think that digital disruption 
is likely to increase the expansion 
potential of their business (Fig 
10B). A significant proportion of 
companies (46%) do not envisage 
an impact on growth rates. One 
reason for this could be that such 
firms have already invested in 
digital technology and are feeling 
the benefit. “There has been a 
high level of digitalisation and we 
have been changing accordingly,” 

confirms the CIO of a media and 
entertainment firm.

Asked to comment on the growth 
impacts of digital technology, 
respondents overwhelmingly point 
to the transformation of customer 
relationships. The chief product 
and technology officer of an FT UK 
500 retailer says: “Businesses in 
our sector have had to digitalise 
and change to be able to grow 
and reach out to consumers. New 
technologies and a shift in the 
way consumers shop has brought 
about this change.”

Consumerisation3 underlines the 
challenge that continues to face 
businesses. Consumers dictate not 
only how and where brands are 
consumed in terms of channels 
and devices, but also the terms 
on which they will consume 
them. Survey responses suggest 
that firms are capitalising on the 
opportunity to forge new digital 
relationships with their customers. 

3			Consumerisation:	the	rise	of	technologies	and	new	patterns	of	technological	usage	driven	by	consumers	rather	than	the	IT	sector	

Fig 10A. In the last three years, to what extent has 
your sector been disrupted by applications of new 
digital technologies?

Fig 10B. Do you see this disruption as likely to 
increase or hinder your own growth rates?

Sector has been completely reshaped (most business
lines impacted)

Sector has been partially reshaped (some business
lines impacted)

Sector has not yet been significantly impacted but can
see signs of future impact

Sector has not yet been significantly impacted and not
likely to be in future
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Increase

No change
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“Our customers have changed 
their lifestyles significantly with 
new technology and they won’t 
accept that their brands, or the 
employers they work for, don’t do 
the same,” says the chief strategy 
officer of an FT UK 500 media 
and entertainment firm. “We will 
look to build a highly scalable 
and sustainable digital culture 
to interact efficiently with our 
customers and employees – and 
significantly drive growth doing so.”

At the heart of this shift towards 
digital technology is the growing 
recognition of the need – and 
expectation – of dialogue between 
businesses and consumers. 
This point is emphasised by the 
director of IT at a leading consumer 
products manufacturer. “We 
want to be able to move towards 
two-way communication with 
our customers to learn more and 
innovate. We are conscious of the 
shift to consumer power with the 
advances in such technologies and 
want to find more ways to make it 
work for mutual advantage.”

While the idea of disruption 
is closely associated with 
established B2C markets, such as 
retail and entertainment, digital 
technologies are transforming 
business relationships across all 
sectors. “The expectations that 
are being formed in the B2C world 
are transferring to the B2B world 
as well,” stresses the CEO of a 
professional services business. 
“Increasingly, suppliers and 
partners are looking for ways to 
engage digitally with each other.”

The speed with which customers 
have taken to digital channels 
both in the B2B and B2C arenas 
– and the level of services they 
now expect – is an area which 
generated comment from 
respondents. This point is taken 
up by the CFO of an FT UK 500 
professional services firm: “I see 
the sector making significant 
changes like developing seamless 
fixed-mobile convergence 
and meaningful multi-channel 
customer engagement platforms 
and customer experiences. We 

will definitely see these changes 
increase our growth rates. We 
have been working on embracing 
the use of such technologies at a 
very fast pace.”

New ways to extract value from 
data, such as predictive analytics, 
are providing firms with the ability 
to anticipate demand and get 
ahead of competitors. “Businesses 
are now able to have advanced 
visibility of their customer needs 
and requirements through  
various channels,” points out  
the CFO of an FT UK 500 
technology firm. “These changes 
in our sector will definitely increase 
our growth rates.”

Firms also point to efficiency 
gains through the adoption 
of technology. “Organisations 
realise the potential of digital 
technologies to reduce the 
operational burden and simplify 
processes to make them more 
accurate,” says the executive 
vice president of an FT UK 500 
telecoms company.

”Digitalisation has been 
a boon for our sector. 
We have become 
better at managing 
the business and these 
changes have ushered 
in growth.”

Chief information office,  
FT UK 500 travel firm

”The data protection 
and privacy laws in the 
regions we operate in 
are extremely complex 
and the requirements 
are continuously 
changing.”
Group finance director, FT UK 
500 business services firm



21

However, as one head of marketing 
in a financial services firm points 
out, there is a cost associated with 
being able to capitalise on new 
technology: “We have had to adopt 
new technologies to market and 
sell our policies and services.  
We had to invest large amounts  
on keeping our systems secure.  
Our digital strategy had to  
also evolve to suit the changes  
in technologies.”

The IT question
IT is at the heart of delivering 
growth strategies. It is also a focal 
point for cost, risk and complexity 
(Fig 11A). Comments made by 
respondents suggest that problems 
are amplified when IT is provided 
in-house rather than purchased 
as a service. “IT has always been 
a challenge to run for us. We do 
not have the capability to run 
our IT operations successfully 
and hence we face significant 
challenges in adding to the growth 
of our business,” says the Finance 
Director of an FT UK 500 consumer 
products manufacturer.

When executing their digital 
growth strategies, respondents 
say that one of the most frequent 
challenges is compliance with 
data protection and privacy 
laws (63%) – a challenge that 
is more legal than technical. It 
is also an area that is likely to 
become more complex in the 
wake of the UK’s vote to leave 
the EU. “The data protection 
and privacy laws in the regions 
we operate in are extremely 
complex and the requirements 
are continuously changing,” says 
the group finance director of an 
FT UK 500 business services firm. 
“This makes it very difficult for us 
to safeguard business interests 
and this exposure to risk brings 
significant challenges in executing 
our growth strategy.”

Effectively distributing resources 
between value-add IT projects 
and IT maintenance (cited by 
63%) is also seen as a hurdle. But 
the tension between keeping the 
lights on and the desire to do 
something new is not the only IT-

Fig 11A. What IT challenges do you face in executing your growth strategy?

Most important

Key

All that apply

Scaling existing IT systems

Staying on top of technologies and skilling up employees

Prioritising resources between value-add development projects and maintenance

Complying with data protection and privacy laws

Maintaining cyber-security

Recruiting/retaining talented employees

Dealing with multiple external providers

High number of competing internal projects

0 10 20 30 40 50 60 70 80
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Fig 11B. How have you adapted your business as a result of advances in digital technologies over 
the past three years? How are you likely to adapt your business over the next three years?

Increased spending to develop better in-house technology

Increased number of employees in the IT team

Acquisitions in digital sector

Fig 12. In which areas of IT/technology are you looking to invest in to push your business forward?

Most important

All that apply

Key

Networking/Voice/Data Communications

Mobile

Data Centre and Infrastructure

Industry Applications

Security

Enterprise Resource Planning (ERP)

Digital Marketing/Digitisation

Cloud

Customer Relationship Management (CRM)

Business Intelligence/Analytics

Increased spending with third-party technology providers

Next three years

Past three years

Key

0 20 40 60 80 100

0 20 40 60 80 100

0 20 40 60 80 100

Driving growth with digital technologies



23

related challenge: scaling existing 
IT systems is also a major growth 
blocker. More than half (57%) cite 
this as a challenge, with one-third 
ranking it as the number-one 
stumbling block. 

The subject of IT scaling 
generated a large amount of 
feedback from respondents. 
“Difficulty scaling IT systems is 
our major concern at this point,” 
says the chief strategy officer 
of an FT UK 500 firm. “We are 
becoming increasingly dependent 
on complex IT systems that 
are created by integrating and 
orchestrating independently 
managed software systems. 
Building the perfect systems 
to scale is difficult with the 
technology landscape changing 
so quickly.”

Cyber-security (51%) and 
recruitment (45%) are also 
perceived as hurdles, although 
relatively few firms see these as 
their main concern. Skills and 
staying on top of technology 

are mentioned by 45% of firms, 
with nearly one in five (17%) 
saying it is their main worry. The 
CIO of an FT UK 500 retailer 
says: “Skilling-up employees 
is the biggest challenge as it 
consumes time and drives away 
the focus of our employees 
from our core operations. It is a 
challenge to operate a smooth IT 
environment as we do not have 
the basic understanding of using 
information technology to ease 
our business functions.”

Keeping pace
Over the past three years, nearly 
all businesses surveyed have 
increased spending with third-
party technology providers (95%) 
and 88% say they will continue 
to do so (Fig 11B). However, the 
research shows a huge spike in 
respondents planning to increase 
spending on developing in-house 
technology (76% in the next three 
years, up from 44% over the last 
three). In tandem with this, many 
more firms are planning to boost 
the number of employees in their 

IT teams – 70% expect to do 
this over the next three years as 
opposed to 39% over the past 
three years. 

One of the reasons for this is the 
shift from IT as an operational 
commodity to IT as a business 
differentiator. Technology 
is now intimately bound up 
with the intellectual property 
and uniqueness of individual 
businesses: put simply, the IT 
is the business and firms are 
increasingly willing to invest in 
tailored technology. 

“We are looking to develop 
innovative in-house technologies 
and have increased spending 
towards it,” says a telecoms 
executive. “We are looking to build 
technologies that can invite our 
customers to become a part of the 
R&D, design, go-to-market and 
post-sales support processes.” 

Acquisitions are also growing 
in popularity, with respondents 
anticipating a marked rise in the 

”Difficulty scaling IT 
systems is our major 
concern at this point.”
Chief strategy officer,  
FT UK 500 firm

”Skilling-up employees 
is the biggest challenge 
as it consumes time and 
drives away the focus of 
our employees from our 
core operations.”
CIO, FT UK 500 retailer
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next three years. “We have made 
significant acquisitions in the 
digital world, not just to acquire 
such technology but also to 
acquire the skills and practises that 
we will require to innovate and 
come up with a unique strategy to 
have a competitive edge,” says the 
marketing director of a consumer 
products manufacturer.

Driving growth with  
big data
Business intelligence and analytics 
is the most frequently cited digital 
technology that respondents and 
their firms are looking to invest in 
to grow their business (95%). This is 
followed by customer relationship 
management (CRM) systems and 
cloud technologies, with 77% and 
75% respectively (Fig 12).

“We use analytics and business 
intelligence to analyse our 
business, market and regulation 
on a large scale,” explains the chief 
strategy officer of an FT UK 500 
pharmaceuticals and medical 
firm. “We want the customers to 

buy from us repeatedly and when 
they do decide on that, we want 
them to spend more every time 
to achieve superior branding and 
brand following. We achieve this 
by analysing huge amounts of 
customer data and using various 
analytics tools.”

On average, the proportion of IT 
budgets allocated to data and 
analytics has increased from 10% 
to 15% over the past three years 
(Fig 13A). The vast majority (69%) 
believe this has improved overall 
growth (Fig 13B). And those who 
think their growth has improved 
suggest that their growth rate 
has increased by 3.6 percentage 
points as a result.

Firms point to benefits that range 
from deeper customer insights 
and brand interactions, to trend 
predictions and transformation 
of internal processes, such as 
compliance and workflows.

“Data and analytics have greatly 
helped our manufacturing and 

”Cloud has improved 
operations, integrated 
the whole business 
across different  
regions and has helped 
us get higher returns. 
Overall costs have  
been reduced for  
the company.”
Chief technology officer,  
FT UK 500 retailer

distribution processes and have 
brought new streams of income 
to our business,” says the IT 
director of a major UK retailer. “It 
has contributed significantly in 
identifying opportunities in markets 
in different age groups and genders 
and we are able to facilitate better 
service to our customers.”

Analytics allow users to extract 
insights from just about any 
data, from social media to health 
records. The evidence suggests 
businesses are seizing the 
opportunity to get the most out 
of the deluge of available data. 
“We use structured and un-
structured data for our analyses 
and study various customer 
behaviours like buying behaviour, 
brand imaging and the message 
that our products give out to the 
market in general,” says the CFO 
of a major technology company. 
“All of this helps us drive growth.”

As well as delivering growth, 
firms see analytics as a way of 
keeping pace with increasingly 
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digitally savvy end users – both 
in the consumer and professional 
markets. “With unprecedented 
availability and transparency 
of information, customers can 
easily access detailed pricing 
and product information, along 
with product reviews allowing 
for easy comparison,” says the 
group finance director of an FT 
UK 500 technology firm. “We 
need to use data and analytics 
to study customer behaviour and 
competing products and reviews 
to secure our business.”

The growth story is similar for 
cloud-based systems. These now 
account for an average 14% of IT 
spend, up from 9% three years 
ago (Fig 14A). More than half 
(56%) believe this increased spend 
has improved overall growth 
(Fig 14B). Those who think their 
growth has improved suggest that 
their growth rate has increased by 
3.2 percentage points as a result.

Firms point to a range of benefits 
from using cloud. Among these 

are lower costs, flexibility, real-
time exchange of information, 
improved communications 
and accessibility, enhanced 
inventory control and better 
supply chain management. 
“Cloud has improved operations, 
integrated the whole business 
across different regions and has 
helped us get higher returns. 
Overall costs have been reduced 
for the company,” says the chief 
technology officer of an FT UK 
500 retailer.

Fig 13A. What proportion of your 
IT spend is allocated to data and 
analytics? And three years ago?

Fig 13B. Do you think your investment 
in data and analytics has improved 
your overall growth rate?

Fig 14A. What proportion of your 
IT spend is allocated to cloud-based 
solutions? And three years ago?

Fig 14B. Do you think moving to 
cloud-based solutions has improved 
your overall growth rate?

15.3%
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10.4%
Three years
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69%
Yes

31%
No
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Yes

44%
No

13.9%
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Generally, large businesses – such 
as those in the FTSE 500 – have 
taken a few years to react to the 
threat of digital disruption. But it 
is now being recognised as more 
than a passing trend. 

This move from the information 
age to the digital age and a 
digital way of working is a much 
more critical part of modern 
business transformation. What 
used to be the realm of the agile 
small business or the start-up 
creating a new business model, 
is now being recognised as key 
by larger businesses. So there’s 
now a real focus on delivering 
that transformation in larger 
businesses as well. 

Mike Bainbridge, Chief Digital Technologist at Rackspace

Cloud and data skills needed
There are two points to note here: 
having cloud skills – particularly 
around development, operations 
and automation – gives an IT 
platform the agility required to 
move quickly in this fast-paced 
business environment. And the 
other is data skills. Data scientists 
and analysts select cloud data 
which are really key foundations to 
being able to deliver new business 
models and digital transformation. 
I think in the past, it was a case 
of looking at how others were 
going digital and emulating or 
outsourcing it, but today we are 
seeing a recruitment drive to 
enhance those areas within in-
house IT teams. 

When we look at what successful 
digital transformation looks like, 
it’s not necessarily just siloed 
parts of the business. Digital 
transformation is not just a sub-
section of IT – it is a horizontal 
transformation, across business. 
Companies need to create a 
centre of excellence: taking skills 
and individuals from all sides of 
the business and enhancing those 
with training and idea generation.

People with these cloud and data 
skillsets are in high demand. They 
are expensive to hire and hard 
to find, so the big organisations 
are in a position where they can 
make those higher-value large 
acquisitions to their staff to add 

DRIVING GROWTH WITH 
DIGITAL TECHNOLOGIES: 
SKILLING UP IS KEY
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”Digital transformation has forced a lot of 
organisations to invest in technology ... you really 
need to be making these investments in your IT 
services or you will fall behind.” 
 
Mike Bainbridge, Rackspace

those skills, deliver change and 
help drive the development of 
new business models. 

Agility is key
With the digital engagement 
model, it is all about finding new 
business models and new ways 
to engage customers. It is about 
making the customer journey easier, 
more seamless, and opening up 
new markets and new revenue 
streams. And typically, that’s 
what disruptive start-ups have 
been doing. However, in recent 
years, a more hybrid approach 
has developed, where some 
organisations began to partner 
with these smaller start-ups, or 
acquire their businesses. Now 

there’s a trend for R&D and internal 
change - now we understand what 
this digital landscape looks like we 
can build small agile teams within 
a business area to go and innovate 
and challenge those start-ups. The 
key is to make sure the business is 
agile enough to react. 

Saving time and failing fast
Consumers today are much 
more willing to take a punt on 
something new or take a chance 
on a product from a new company 
if it delivers and it saves them 
time, and makes things less of a 
hassle than they’re used to. So 
companies are taking on a “fail 
fast“ mentality: being able to build 
a minimum viable product and get 

it out into the market quickly and 
see how people respond.

In June 2016, Rackspace and 
research firm Opinion canvassed 
consumers about how they used 
mobile apps and digital ways of 
working4 — we found that 68% 
were willing to take a chance on 
something new. The top three 
considerations for consumers when 
buying a product were: does it save 
time, does it save hassle and does it 
save money? 

It’s interesting that people aren’t 
as focused on saving money — 
they realise the value in saving 
time. Time is a commodity that 
you can’t buy more of.

Think ahead or fall behind
I think retail was probably the first 
sector to be affected by technology. 
Amazon was the first billion dollar 
online-only retailer and changed 
the way that people shop and 
interact with businesses. It's forced 
retailers to deliver services such as 
click and collect, where you give 
customers options of how they want 
to consume products and receive 
them. Digital transformation has 
forced a lot of organisations to invest 
in technology. Specifically, in back 
office and ERC and the warehouse 
systems to be able to innovate and 
deliver a real-time visibility of stock. 
The big message here is: you need to 
be making these investments in your 
IT services or you will fall behind.

4. Rackspace commissioned independent research with a sample of 2,007 UK consumers. The research was conducted on 
behalf of Rackspace by Opinium between 25-31 May 2016.



Driving growth with 
innovation
Businesses are innovating for growth, but cautiously

One in four respondents 
expect to allocate 16% or 
more of revenue to R&D 
over the next three years 
compared to one in six over 
the past three years.

Data and analytics is 
expected to be the most 
important technology for 
driving innovation.

Hitting quarterly 
earnings targets is 
perceived as the 
biggest strategic 
barrier to innovation 
for UK firms (39%) 
while taking a risk 
with new products 
is seen by respondents 
as the biggest strategic 
barrier for their own 
business (30%).

Key findings

Driving growth with innovation
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Fig 15A. What proportion of your revenues have you devoted to R&D over the past three years?
What proportion do you expect to devote to R&D in the next three years?

26-30%
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1%
next 3 years
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15%
past 3 years
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Key

Organisations are increasingly 
looking to R&D as a growth 
enabler with the majority of 
respondents planning to allocate a 
higher proportion of their revenue 
to R&D in the coming three years. 

Demand for improvements in 
products and services – and 
the need to improve business 
efficiency – are among the factors 
spurring innovation. However, the 
survey suggests that businesses 
are slightly less enthusiastic about 
R&D when it comes to developing 
new products and services in 
existing sectors – and have  
very low levels of interest in 
developing products and services 
for new sectors.

Looking at the data in more detail, 
one in four firms (25%) expects to 
allocate 16% or more of revenue 
to R&D over the next three years, 
compared to just one in six over 
the past three years (Fig 15A). The 
largest proportion (33%) expects 
to spend 11% to 15% of revenue 
on R&D. “We spend a significant 

amount of our revenues for R&D 
and process improvement and 
excellence to deliver high-quality 
products and this shows from our 
customer testimonials,” says the 
group finance director of a UK 
technology business.

Spotlight on R&D
Firms see R&D spending as a way 
of beefing up existing products 
and improving housekeeping. 
But when it comes to creating 
genuinely new products, the 
evidence suggests companies are 
holding back.

The main driver for R&D spending 
is enhancing existing product 
lines (Fig 15B). Most respondents 
mention this (97%), with more 
than half (51%) identifying it as 
the single most important factor. 
Cost reduction and improving 
efficiency also feature prominently 
on executives’ minds (92%). 

Interestingly, firms are much less 
likely to see R&D spending as a 
way of driving growth through 

completely new products and 
services. While 56% of firms 
mention R&D spending in the 
context of developing new 
products and services in existing 
areas, only 29% see it as the 
most important factor.  And in 
the context of new products and 
services for new sectors, R&D 
interest is near rock bottom: 
fewer than one in 10 respondents 
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Fig 15B. In what way do you expect your R&D spending to drive growth?
(Select all that apply and the most important)

Enhancement of existing products to increase their attractiveness

Improve e�ciency/reduction in costs (allowing investment elsewhere)

Development of new products/services in existing sectors

Development of new products/services in new sectors

Fig 16. What are the biggest strategic barriers to innovation at UK firms and your firm in particular?
(Select most important)

Most important

All that apply

Key

My �rm in 
particular

UK �rms

KeyInvestor focus on hitting quarterly earnings targets

Low incentive due to di�culty developing new products/services that have meaningful impact
on existing performance

Risk of jarring customers with new products/services

Complex ecosystems (supplier, distributor, customer)

Long and involved processes for product launch

Reputational risk of failed products
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refer to this and just 1% of firms 
consider R&D spending to be 
the most important factor in 
spurring growth in this arena. This 
correlates with the reluctance 
to venture into new sectors and 
the pre-occupation with core 
activities identified in Chapter 1 
(Figs 4 and 6A). 

The relatively modest levels of 
spending on the development 
of entirely new products and 
services could be a reflection of 
the need to devote limited R&D 
resources towards improving the 
customer experience and boosting 
engagement. In short, firms may 
be becoming pre-occupied by 
the way products and services 
are delivered, rather than the 
substance of the products and 
services themselves. A number 
of respondents make the 
connection between R&D and 
customer engagement: “We have 
increased spending on various 
R&D programmes to find the 
right fitting in-house technology 
which will help us connect with our 

customers in an innovative and 
easy way,” says the chief strategy 
officer of an FT UK 500 company.

Innovation blockers
The risk of jarring customers 
with new products or services 
is perceived by respondents as 
the biggest strategic barrier 
to innovation at their own firm 
(30%). However, when looking at 
UK companies in general (Fig 16) 
it is the constant need to meet 
quarterly earnings targets that 
is seen as the biggest barrier 
to innovation (39%). Budgetary 
constraints can also rein in plans. 
“Investors dread the on-going 
economic weakness and its  
impact on their investments,” 
notes the finance director of a 
business and professional services 
firm. “This prevents us from using 
the capital to facilitate growth 
through added R&D that can 
actually turnaround our  
business situations.”

Respondents also point to 
low incentives due to difficulty 

developing new products and 
services, with 23% citing this 
as an innovation barrier at their 
own firms. The reputational 
risk of failed products, the 
long and involved process for 
product launches, and complex 
ecosystems, are also cited as 
barriers to innovation. “Complex 
ecosystems consume more time 
and investment which restricts 
investment for innovation,” 
says the finance director of an 
industrial products company. 
“This is a challenge for us due to 
constant currency fluctuations, 
resulting in lack of innovation and 
slow development pace.”

Driving innovation with 
technology
Data and analytics is expected to 
be the most significant technology 
for enhancing innovation, with 
two-thirds of respondents (66%) 
citing it as the most important 
technology trend for their own firm 
and more than half (56%) seeing it 
as the most important technology 
for UK firms in general (Fig 17).

”We are using insights 
from information 
received to make better, 
smarter, real-time and 
fact-based decisions by 
using analytics.”

Head of IT, retail company



The promise of knowing what 
customers will do next is one of 
the major attractions of big data 
solutions. “We are using data 
and analytics on a large scale 
to effectively predict the future 
of our customer behaviour and 
buying habits,” says the executive 
vice president of an FT UK 500 
telecoms business. 

The ability to engage effectively 
with customers increasingly 
hinges on the knowledge and 
insights gained through data and 
analytics tools – a point picked up 
by the global marketing director 

Driving growth with innovation

of an FT UK 500 aerospace 
company: “Customers are more 
informed – they have more 
options and with that they have 
higher expectations. We use 
analytics to create more effective 
loyalty programmes as retaining 
our existing customers is our 
highest priority. Through analytics, 
we have developed unique 
and relevant programmes that 
promote true brand affinity to 
drive significant growth.”

While most respondents mention 
the importance of customer-
focused applications, it’s clear 

Fig 17. Which of the following technology trends do you see as most important for driving innovation
at UK firms? And at your firm in particular? 
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that many of the firms that have 
adopted big data and analytics 
tools are now using these to 
address not just single goals, but 
multiple objectives across their 
organisations and beyond.

“We are using data and analytics 
widely within many organisational 
functions,” confirms the IT director 
of one consumer products 
manufacturer. “We make decisions 
through a structured approach 
using data-driven insights on 
various factors like analysing 
our customers and product 
profitability, customer acquisitions 
and retention strategies, customer 
satisfaction strategies, marketing 
segmentation, operations and 
performance management  
and supply chain and delivery 
channel strategy.”

Cloud is also highlighted as a 
game-changer, with one in five 
firms (21%) saying it is the most 
important technology for their 
firm. “Cloud computing and data 
analytics has been very beneficial 

to us and we have been using it 
extensively to help us grow. We 
have been investing in it as it has 
been very useful in improving our 
strategies and making us more 
efficient,” says the corporate 
development director of an FT UK 
500 travel company.

One of the attractions of cloud 
is that it makes it easier for firms 
to eliminate fragmentation – a 
point made by the CFO of an 
FT UK 500 retailer: “With cloud 
technologies, the front end of the 
stores and the warehouses are 
better coordinated. There is a real 
time exchange of information and 
it is simpler for us to do business. 
There is a greater amount of 
accuracy overall and it has also 
made the business simpler.”

The Internet of Things (IoT) – which 
touches everything from smart 
vending machines to intelligent 
footfall analysis in shopping 
centres – is seen as their most 
important innovation driver by only 
13% of firms, although more than a 

”Cloud computing and 
data analytics has 
been very beneficial to 
us and we have been 
using it extensively 
to help us grow. We 
have been investing in 
it as it has been very 
useful in improving our 
strategies and making 
us more efficient.”

Corporate development 
director, FT UK 500  
travel company

quarter (27%) thinks it is significant 
for business in general.  

“The Internet of Things has greatly 
helped us drive our business 
towards growth,” says the finance 
director of an FT UK 500 business 
and professional services provider. 
“We are now able to formulate 
new solutions for our customers by 
understanding the nitty-gritties 
of their business and structuring 
personalised features to suit 
their business strategies. This has 
helped us gain our customers’ trust 
as we have been able to display 
innovative services as a customer 
acquisition strategy.”
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DRIVING GROWTH WITH 
INNOVATION: A BALANCING ACT

”Businesses also need to listen 
to their customers and innovate 
according to their needs. The 
best way to achieve this is by 
having customer open days  
and by welcoming feedback  
on our business.” 
 
Simon Crawley-Trice, Rackspace EMEA

Darren Norfolk, Managing Director, Rackspace 
UK and Simon Crawley-Trice, Director of 
Technical Services, Rackspace EMEA

How are companies keeping 
up with the pressure to 
remain innovative?

Simon: Driving innovation comes 
down to creating business cases 
that are business outcome-driven. 
More and more companies are 
finding utilising proof-of-concept 
and proof-of-value environments 
to support business cases are 
critical. Companies can consume 
cloud as a utility model. This 
ensures that if the initiative does 
not work, or is not the right fit, you 
have the opportunity to bin it and 
start on a new project.

Darren: Cloud is a game changer. 
It makes innovation cheaper and 
more effective. And it offers an 
opportunity to turn something 
on and off. In the past, you’d 

have to spend millions on IT and 
infrastructure and if it didn’t work, 
then the innovation would stall.

Simon: In addition, businesses are 
now aware that they need to be 
getting more from their data, but 
often don’t know where to begin. 
So, then they need help building 
a business case, which requires a 
service provider such as Rackspace 
to come in and analyse the data 
and help define use cases which 
can deliver significant value and 
new business opportunities.

How are companies 
balancing the drive to 
innovate while also hitting 
quarterly earnings targets?

Darren: Balancing innovation with 
quarterly earnings is a challenge. 
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Delivering value to shareholders 
and being able to innovate at the 
same time is extremely difficult. 
One issue with new technology 
is the feeling that everything will 
move quicker, so investors can get 
a faster return. We tend to look at 
ways that we can seed innovation 
and ways in which we can incubate 
that innovation to be able to see 
what the uptake on the innovation 
is and how we can scale the core 
business more efficiently.

Where should companies be 
looking for innovative ideas? 

Simon: Businesses also need 
to listen to their customers and 
innovate according to their needs. 
The best way to achieve this is by 
having customer open days and 
welcoming feedback from your 

customers to drive innovation and 
new business ideas. In addition, 
organisations need to get input 
from internal talent. Some of  
a business’s best innovators  
can already be within the 
company. So it’s a case of 
developing programmes that 
identify internal talent and then 
supporting them to generate and 
foster new ideas.

What should companies be 
asking themselves as they 
strive for innovation? 

Simon: The companies that 
are clearly driving successful 
innovation are driving business 
outcomes alongside technology 
outcomes. So, businesses  
need to ask themselves and to 
determine upfront: 

• Is your business looking to 
access new markets?

• Are you going to increase 
efficiency in the value chain? 

• Are you looking to attract new 
investment that’s going to 
help you grow the business, 
or are you actually just trying 
to increase productivity and 
technical capacity? 

If you identify and are clear on 
the outcome, from a business 
perspective, you’re more likely to 
be successful. 

”Delivering value to shareholders and being able to innovate 
at the same time is extremely difficult. One issue with new 
technology is the feeling that everything will move quicker, 
so investors can get a return quicker.” 
 
Darren Norfolk, Rackspace UK



Conclusion

The results of this research 
suggests that there is no one-
size-fits-all approach when it 
comes to finding growth. Instead, 
forward-thinking firms are looking 
to leverage their industry and 
customer knowledge to build 
digital solutions that play to their 
unique strengths.

CONCLUSION 

Driving growth. Organic growth 
is seen as the main opportunity 
driver with businesses tapping 
into their core activities to build 
stronger revenues.

Fine tuning. Companies see 
R&D as a growth enabler, with a 
greater proportion of respondents 
planning to allocate a higher 
proportion of their revenue to 
R&D in the coming three years. 
Research and development efforts 
are primarily focused on honing the 
attractiveness of existing products.

Keeping IT in the family. 
Companies are boosting in-
house technology spend and 
expanding their IT payrolls to 
create value add technology for 
their businesses. However, IT 
continues to cause headaches 
with challenges around scaling, 
skills and the tension between 
innovation and maintenance.
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Analytics unchained. More than 
two-thirds of respondents say 
that increased spending on data 
and analytics has improved their 
growth rates. Firms are leveraging 
big data tools across multiple 
fronts, with use cases that include 
customer acquisitions, retention 
and satisfaction, marketing 
segmentation, operations and 
performance enhancements, and 
supply chain management. 

Clear about cloud. Businesses 
are opting for cloud to boost 
growth. Respondents point to 
lower costs, flexibility, real-time 
exchange of information, improved 
communications and accessibility, 
enhanced inventory control and 
better supply chain management. 
“Cloud technology has been critical 
for the development and growth 
of our business,” says the chief 
technology officer of an FT UK  
500 retailer.

Innovation in the balance. The 
survey shows that companies are 
innovating in terms of where and 
how they do business. However, 
the need to hit quarterly earnings 
targets and new product risks are 
seen as strategic blockers. The 
evidence also suggests that firms 
may be over-focusing on customer 
experience at the expense of 
developing new products and 
services: less than a third of firms 
see R&D spending as a growth 
driver in this area.

Strategic alliances for growth. 
Strategic alliances serve as a 
low-risk, low-cost proxy for 
conventional M&A and are likely 
to become much more important 
as a growth driver with firms 
seeking to counter the headwinds 
of disruptive competition and 
economic uncertainty. “We will 
consider growth through all the 
options,” says the head of IT at  
a UK retail business.



About Rackspace

Rackspace® (NYSE: RAX), the #1 managed cloud company, helps 
businesses tap into the power of cloud computing without the complexity 
and cost of managing it on their own. Rackspace engineers deliver 
specialized expertise, easy-to-use tools, and Fanatical Support® for 
leading technologies developed by AWS, Google, Microsoft, OpenStack, 
VMware and others. 

The company serves customers in 120 countries, including more than half 
of the FORTUNE 100. Rackspace was named a leader in the 2015 Gartner 
Magic Quadrant for Cloud-Enabled Managed Hosting, and has been 
honored by Fortune, Forbes, and others as one of the best companies to 
work for. Learn more at www.rackspace.co.uk

FT Remark produces bespoke research reports, surveying the thoughts 
and opinions of key audience segments and then using these to form 
the basis of multi-platform thought leadership campaigns. FT Remark 
research is carried out by Remark, part of the Mergermarket Group, and is 
distributed to the Financial Times audience via FT.com and FT Live events.

Remark
Research from the Financial Times Group



Disclaimer
This publication contains general information and is not intended to be comprehensive nor to provide professional advice or services. This publication is not a 
substitute for such professional advice or services, and it should not be acted on or relied upon or used as a basis for any decision or action that may affect you or 
your business. Before taking any such decision, you should consult a suitability qualified professional advisor. Whilst reasonable effort has been made to ensure the 
accuracy of the information contained in this publication, this cannot be guaranteed and neither FT Remark nor any of its subsidiaries or any affiliate thereof or other 
related entity shall have any liability to any person or entity which relies on the information contained in this publication, including incidental or consequential damages 
arising from errors or omissions. Any such reliance is solely at the user’s risk.

Methodology
In the second quarter of 2016, FT Remark surveyed 150 senior-level 
executives from large UK-based firms on behalf of Rackspace. Of these, 
110 were drawn from the FT UK 500 list of the UK’s most valuable public 
companies while 40 were selected from the Sunday Times Top Track list 
of the UK’s 100 largest private companies by revenues. Job titles included 
CEO, CFO, COO, CMO, CIO, CTO and Head of Strategy. Respondents 
were asked about their overall strategy and how they are adapting to 
face the challenges posed by the rapid evolution of technology.

The survey included a combination of qualitative and quantitative 
questions and all interviews were conducted over the telephone by 
appointment. Results were analysed and collated by FT Remark and all 
responses are anonymised and presented in aggregate.
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