International Journal of Open Information Technologies ISSN: 2307-8162 vol. 7, no.5, 2019

Transactionality of Digital Transformation
within an R&D Organization

Mars Khasanov, Fedor Krasnov

Abstract — More than 70% of projects within organizations
fail for two main reasons: inadequate implementation of
changes, and insufficient development of the idea behind the
project. However, changes are indispensable, and usually there
is no time to wait. The authors have considered the relationship
between the most common problems faced by the organization
and their causes. We also identified the differences in the
functional and engineering style of the management of change
(MOC) process. We gave definitions of the “black box” and
“white box” in the way of thinking about the organizational
system undergoing transformation. We examined the system
contours of interaction in the course of digital transformation
and showed the generic features that affect the success of
changes made in the organization. We reviewed the level of
understanding of the digital transformation outcome. The
quintessence of the authors’ reasoning can be formulated in the
following maxim: “The requirement to show quick results from
digital transformation entails the need to make a complete
rollback to the initial condition before the changes had been
made.” Further, the authors showed why the ability to roll
back changes (“transactionality””) associated with digital

transformation plays a key role for its successful
implementation.
Keywords — Digital transformation, R&D effectiveness,

change management, organizational design.

““... Experience, the son of painful errors...”” — Alexander
Pushkin

Steve Jobs: “If you're afraid of failing, you won't get very
far”

I. DISCUSSION

The term digital transformation mostly reflects the
present time, while in the early 20" century the similar
process could be called electrical transformation. Back then,
the greatest expectations of progress were associated with
electrification of the industries, just like digitalization today.

According to the study performed by IDC?, there are five
stages of digital transformation within a company, which are
expressed in changes made to business models by means of
digital competences.
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At the first stage, which is called “unsystematic”, there
are companies that “resist digital transformation”.  Their
digital initiatives are fragmented, inconsistent with the
corporate strategy and not focused on interaction with the
customer; as a result, their business development is sluggish,
and they use digital technologies only to counter threats.

The second stage of “looking for opportunities” is the
place for “explorers of digital technologies”. Such
companies have already perceived the need for a digital
business strategy focused on the customer, but so far this
strategy is implemented at the level of individual projects.
Their progress is unpredictable and irreproducible. Digital-
based customer interactions and products resulting from
their efforts are haphazard and poorly integrated.

The third stage of “reproducible results” is occupied by
“digital players”. Their business and IT activities are
coordinated across the company and aim to develop digital
products and interactions with customers, but are not yet
intended to untap the revolutionary potential of digital
initiatives. The result of these activities is that the company
offers digital products, services and customer interactions
which are not innovative though.

The fourth stage, “controlled”, belongs to “reformers”.
Thanks to well-coordinated and integrated business and IT
management, the company offers products and services
based on digital technologies. As a result, the company
becomes a market leader, working at the level of world-class
standards.

The highest, “optimized” stage is occupied by “digital
revolutionaries”. By actively using the latest digital
technologies and business models, the company shapes up
the market. The company’s knowledge of the ecosystem,
and customer feedback continuously bring new data to
update the business. The result is that the company is
changing existing markets and creating new ones to its
advantage; competing with the company is very difficult as
it is a moving target.

Five stages of maturity is a fairly common maturity
model. For instance, in the software development processes
the authors made extensive use [4] of the CMMi? five-
staged model. The authors’ practical experience in the
application of five-stage maturity models showed that the
organization should not and cannot be considered as being at
one and the same stage of transformation entirely. The
organization needs to be divided into subdivisions that
should be considered as being at different stages of maturity.
But even such division is not always consistent because
even within one subdivision, as a result of group dynamics,

2 https://cmmiinstitute.com/
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there may be further divisions into work groups of different
degrees of maturity. Such heterogeneity makes it necessary
to form business units with equally high maturity levels.
For scientific teams of oil companies, historically such units
were made up of reservoir engineers working on
development projects associated with the most knowledge-
intensive processes having the biggest effect on field
development engineering. Thus, it gave rise to scientific
engineering units built up as most mature in terms of the
five-step maturity model applied to the company.

Let us now examine the problems faced by the scientific
engineering unit within an organization in the course of
digital transformation [5]:

e complexity of the organization has become
unmanageable;
e complexity of IT applications has become

unmanageable;

e the IT application portfolio does not have any clear
definition and route forward;

e |T applications fail to solve their tasks;

e business architecture is the weakest point in the entire
architecture of the organization, and all other
elements are inherited from it.

The authors’ experience in analyzing the problems of

organizations shows that the root causes of the problems are:

1. Inefficiency of the information systems science; low
level of professionalism in meeting business needs;

2. Inefficiency of the organization management science;
use of management approach (functional approach)
instead of engineering approach (constructive
approach).

Let us consider in more detail what the authors mean by

the “engineering approach” on the example of the “black
box” and “white box” (Figure 1).

| The Engineer is thinking how
| tomeet the target:
| - what can be done to cut costs by 40%?

The “black box” way of thinking focuses on input
parameters,  transformation  functions, and output
parameters. In this way of thinking, a car as a system can be
functionally decomposed into a lighting subsystem, a brake
subsystem, a sound subsystem, a control subsystem, etc.

On the other hand, the engineering approach presents a
system as a structural composition, or a “white box”. A car
from the engineering standpoint is the wheels, the engine,
the radio, the air conditioning, the brakes, etc.

Note the obvious convenience of the “white box” way of
thinking for transformation of a system, since on the one
hand the system is presented as a whole, and on the other
hand each of its constructive components remains
functional.

In order to delve into the subject and understand the
concept better, we should clarify what we mean by the
“system”. In case of an organization, it is not so obvious as
in the example with a car. If the organization is large,
everything in it is complex; so let us consider the concept of

“complexity” more closely.

In the complexity/occasionality coordinates, the
organization stands in the middle. The extreme positions in
these coordinates are held by insect populations (which are
not organized and completely occasional), and clockworks
(which are highly organized and non-occasional). Standing
in the middle, organizations are not so occasional to be
described by statistical methods but may be too complex to
be analyzed by algorithmic methods. The primitiveness of
the approaches based on the Work Flow and Business
Process Management concepts showed everyone that
organizations’ activities can be algorithmized for a narrow
class of processes only. For example, the so-called end-to-
end processes. Therefore, we can talk about organizations as
“organized complexity”.

Now we can consider the concept of engineering
organization as a whole or within a single business unit, for
instance, scientific engineering units within the Science and
Technology Center.

In his papers [1, 2] Dmitry Namiot considers digital
transformation as a transition to “smart working”. The key
role in digital transformation is played by people and IT
systems. It is important to note therefore that the digital
organization should be looked at as a result of digital
transformation. It implies, in particular, that considering a
digital organization as a “black box” consisting of people
and IT systems inherits all the above limitations of this way
of thinking.

An important aspect of digital transformation is
transactionality. Thinking of each atomic organizational
change as a transaction, the authors have identified such
important properties of transactions as completeness and
reversibility.

The first lines of this study mentioned the two of the most
popular reasons for failure of projects: inadequate
implementation of changes, and insufficient development of
the idea. Keeping this in mind, the authors are convinced
that the key to increasing the share of successful projects is
to complete the changes by all means, and to provide for the
possibility to roll the changes back to the initial state.

No one knows in advance if this or that approach to
digital transformation will be successful or not [6]. Many
professionals believe that trying to blindly reproduce
techniques that proved to be successful for some
organizations is quite risky and short-sighted practice.

It is only the scientific approach to changes that gives the
most predictable result. The basis for the scientific
approach is the formulation of a hypothesis and its
subsequent verification by practice. But this approach
should also provide for the possibility to start from the
initial state by rolling back all the changes made. That is, to
use one of the main properties of changes: their
transactionality.

The traditional transaction layout connects the customer
and the contractor with the two circuits:

1. Customer — Request — Commitment — Contractor;
2. Contractor — Fulfillment — Acceptance — Customer.

In these two circuits, the following communication
artifacts appear: the fact of sending a request, the fact of
commitment to fulfill the request, the fact of fulfilling the
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request, the fact of accepting the result of the fulfillment.

On the basis of these facts, the transactional discipline of
the engineering organization is built. The concept of
“discipline” is inextricably linked to the organization’s
architecture and ontology. Conceptually, the organization’s
architecture is a set of limitations (the discipline) in
“creativity”. And in practical terms, the organization’s
architecture is a consistent and holistic set of principles that
set the direction for transformation. For simplicity, we can
draw an analogy with the architectural ensemble of the city
which regulates all future changes and rejects foreign
elements.

In turn, the organization’s ontology conceptually gives
understanding of the organization’s design and operation,
regardless of its transformation [3] while in practical terms
the organization’s ontology is a model of the organization at
the highest level, which also sets the direction for
transformation. Unlike the architecture, the organization’s
ontology limits creativity “from the bottom”. Using the
same analogy with the city, the ontology determines the list
of building materials to be used: concrete blocks, bricks, etc.

Qualitative aspects of the organizational ontology meet
the C4E quality requirements:

1. Coherent: all parts of the model represent a single

whole;

2. Consistent: no logical inconsistencies;

3. Comprehensive: the model contains all the necessary
elements;

4. Concise: the minimum required size;

5. Essential:  independence from a particular

implementation.

Now, having comprehended the two components of
digital transformation — efficiency of the organization and
efficiency of the IT, we may consider the third component —
creativity.

Capability of an individual human mind, without external
support, is greatly exaggerated. Most of a person’s creativity
has social roots, as it results from activities performed in the
social context, in the course of a person’s interaction with
other people and IT systems where the collective mind is
embodied. According to the research by G. Fisher [7, 10,
11] and his followers [8, 9], social creativity is not a luxury
but a necessity caused by the problems faced by people in
the XXI century, for example, digital transformation. Thus,
the organizational environment (departments, offices) is a
necessary component required to perform the tasks of digital
transformation.

Returning to the problems of organizations rooted in the
inefficiency of the organization and IT system sciences, it
becomes logical to motivate the formation of business units
with high creativity of their members responsible for
scientific engineering, which is the engine of digital
transformation.

1. CONCLUSION

The laws of the digital economy are inexorable and apply to
all participants in the process. According to IDC forecasts,
by 2019 a third of the companies that are now among the top
20 in most industries will start facing serious competition
from new players and restructured old-timers who use the

3.0 platform to create new services and business models. In
addition to rapid changes in technology, other factors that
will have a strong impact on the market will include
geopolitical, economic and environmental issues some of
which can be predicted and some of which not, analysts
believe. Yet, the essence of systems thinking is not to track
linear chains of causes and effects but to see the
relationships and have a clear vision of the whole process of
change in its entirety.

The systems approach postulates that it is impossible to
reduce scientific disciplines to a single basis. The world
needs to be described in a multi-disciplinary, “multi-
scientific” way. Simple interactions of parts of a system may
lead to the emergence of completely new effects. None of
the parts of an aircraft contains the flight function. Only if
fully assembled, your wrist watch carries the concept of
time, but none of its gears separately. Just like that, the
geoscience can not be reduced to an understanding of
production, geology and development. The key to
understanding the system is not in its parts but in the new
essence that appears when they interact.

The challenge for the scientific engineering is to combine
traditional sciences with organizational sciences, and apply
the knowledge of information systems basing on the
principles of organizational ontology and architecture. By
meeting this challenge, we may create something new that
digital transformation of the organization will lead us to.
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TpanzakuMOHHOCTH HUPPOBOU TpaHCHOpMAaIIUU
B HAY4YHO-TEXHUYECKOM OpraHu3aliuu

M.M.Xacanos, ®.B.KpacHos

Annomauyus —  KBUHT3CCEHUMA pPacCyXAEHUI aBTOpPOB
MoXeT 6biITb chopmynmpoBaHa B Buge ciegyiolieii MakcMmbl:
«0653aHHOCTb NOKa3blBaTb ObiCTPble pe3ysbTaTbl OT Unudposoi
TpaHchopmaumum  cogeputr B cebe  HeobxoaumocTb
NPOU3BOAUTb MNONHbIA OTKAaT M3MEHEeHU K UCXOA4HOMY
cocTosHulo». [lanee aBTOpPbl MOKa3anu Noyemy BO3MOXKHOCTb
OTKaTUTb U3MeHeHUA (TPaH3aKUMOHHOCTb) CBA3aHHble C
umudpoBoii TpaHchopmauuen wurpaet KAKOYEBYIO Pponab ANA
ycnewHoro eé 3asepueHuA. bonee 70% npoOeKToB BHYTpU
opraHusauuii TepnaT HeyAady No ABYM OCHOBHbIM NpUuYMHAM:
HeapeKBaTHOe BHeApPeHue U3MEHEHU M HenpopaboTaHHOCTb
naen. Ho uameHeHUA HyXHbl U O6bIMHO HET BO3MOKHOCTU
AATb. ABTOpbI paccmoTtpenm cBA3b Haubonee
pacnpocTpaHéHHbIX Npo6nem opraHusauuMM C NpUYMHAMU KX
Bbi3blBalOWMMKU. Onpeaenmnn pasnnuma B GyHKLUOHANIbHOM U
WH)XEHEePHOM CTMNe ynpaBAeHUA U3MeHeHuamu. [Janu
onpepeneHna «4yépHoro» M «b6enoro AWMKa» B CTUNe
MblLNEeHUA no OTHOLIEHUIO K  TpaHchopmupyemoii
OpPraHU3aLMoHHOI cucteme. PaccmoTpenn cucTeMHble KOHTYPbI
B3aMmogpeiictBua B xoge uudpoBoi TpaHchopmauum wm
NOKasau UX poaoBble 0CO6EHHOCTM, BAMAIOWME HA ycnex
NPOBOAUMbBIX B OpraHMsauuum usmeHeHui. Paccmotpenu
NOHUMaHMWe pe3yabTaTa LudpoBoii TpaHcopmauum.

Kntoueevie cnoea —  udpoBass  Tpanchopmanms,
3¢pdextuHocts HHUOKP, ynpasienue  HM3MEHEHUSIMH,
OpPraHM3alMOHHBIN AU3aMH.
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