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Abstract

The term digital transformation has been widely discussed and extensively promoted both to and by companies in every
industry to become overused. While generally accepted as a boon and often marketed as the only alternative to extinction
for a firm, digital transformation remains a significant challenge for those assigned to implement it. We offer an alternative
narrative digital transformation, which we argue is better described as going “more digital.” The extent to which going
more digital becomes transformative depends on the industry and the ability of a firm to change the business model and
organizational skills, and corporate culture. We extend the discussion on why digital transformation is in most cases un-
related to business strategy and provide examples of when and how it may become part of a corporate strategy toolbox.
A simplified model of a business as a network of processes and decisions helps illustrate why digital technologies first
spread in the process domain but can become strategic and transformative when adopted to the decision domain. The lat-
ter also brings yet unquantifiable risks and uncertainties. We suggest future research to focus on the value created by going
“most digital” in both process and decision domains and risks to companies and the economy.
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AHHOTauus

TepmuH Ludposas TpaHchopMaLvst HACTONBKO IIMPOKO 00CYXKIANCS U AKTUBHO MPOIBUTANICS B OCEIHEE BPeMsl KOH-
CY/IbTAaHTAMU ¥ KOMIIAaHUSIMU Pa3HBIX OTpaciei, YTo Havyal BbIXoJaluBathes. [Ipu3HaBaeMblii Kak GeccriopHoe 01aro
U peKJIaMUpPYeMBbIil KaK «CIMHCTBEHHBIN CIOCO0 M30exXaTh BHIMUpPAHUsI», Tpoliecc HudpoBoil TpaHchopMaluu, 1mo-
TIPEXHEMY, IPEICTABIISIET CEPbE3HBII BBI30B [JIS TEX, KOMY MOPYYaeTcs ero MpakTuyeckas peaausanus. Mul peaiaraeMm
aJIbTePHATUBHBI crocob onucaHus npotecca LUGpoBoi TpaHchHopMaluu, KOTOPbIiA, Ha HAIll B3[JISi, TOYHEE HA3bIBATh
TIPOIIECCOM CO3MaHus «bosee UGPoBbIX» KoMmaHui (“more digital”). To, HACKOJIBKO MOBBIIIEHUE YPOBHS 1I(DPOBU-
3alIMK OKAXETCS TO-HACTOSILEMY TPAaHCHOPMUPYIOIMM, 3aBUCUT OT OTPACIU U CIIOCOOHOCTH KOHKPETHON KOMITaHUU
U3MEHUTb CBOIO OM3HEC-MOJIE/b, YPOBEHb OPraHU3ALMOHHBIX KOMIIETEHLIMIA U KOPIOPATUBHYIO KYAbTYpY. B pabote 00-
CYXIAIOTCS TIPUUMHBI, TI0 KOTOPBIM TIpotiecc 1dpoBoii TpaHchopManuy KOMITaHUU BO MHOTHX CITyJasix He UMeeT TIpsi-
MOTO OTHOLIEHUS K €€ CTPaTeru, IIPUBEIEHbI TPUMEPBI TOTO, B KAKUX CIyYasiX U KaK 3TOT MMPOLIECC MOXET CTaTh YACTBIO
CUCTEMBI CTPATErMYeCKOro MEHeIXKMEHTA. YIPOLIEHHAs MOJIEIb KOMITAaHUM, KaK CETeBOr0 OPraHU3Ma, 2IeMEHTaMU KO-
TOPOTO SIBIISTIOTCS MPOIIECCH U PEIeHUS, WITIOCTPUPYET TO, TToUeMy II(POBbIE TEXHOIOTUM MEPBOHAYATBHO MEHSIOT
UMEHHO OM3HEC-TIPOLIECCHI, HO MOTYT CTaTh MO-HACTOSLIEMY TPAaHC(OPMUPYIOLIUMU, A UX POJIb CTPATETUYECKOA, €CITU
OyayT NOAAEPXKUBATh IPUHATHE pelueHuit. [Ipu 3ToM Mbl 0TMEYaeM HEU30eXHOE TOSIBIEHYE PUCKOB U HEOMPEIeIeHHO-
CTH, KOTOPbIE MTOKA HE MOAIAI0TCA OlieHKe. Mbl npe/iaraeM crenath GOKyCoM NTbHENUIINX UCCAEN0BAHUI CTOMMOCTb,
CO3IaBacMyIo0 ITPU TIepexosie K Moeu «bosiee LM(pPOBOi KOMIIAHUM», B YACTH MIPOLIECCOB U AITOPUTMOB IIPUHATHUS Pe-
IIEHWIA, & TAKXKE CBSI3aHHBIX C 3TUM PUCKOB 1711 KOMIIAHUI U SKOHOMUKH B LIEJIOM.
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Introduction

Digital transformation is a deceptively simple concept.
Catchy as a marketing slogan and seemingly straightfor-
ward, ten years after it was first introduced, management
practitioners remain not well understood. The confusion
about its real meaning and how to measure the value
it creates are why digital transformation does not de-
liver on expectations more often than not [ Denisova and
Lopatnikov, 2021]. Some analysts argue 2019 was the
peak year for digital transformation.!2 A glance at the
Google Ngram for “digital transformation” shows a sign
of user fatigue. Yet, it may also be just a plateau before
the next and maybe a more significant leg of growth.

An actively debated question remains: What is the
keyword in digital transformation, i.e., is it digital or trans-
formation? Does going more digital automatically “trans-
forms” a business? Is digital transformation part of
a strategic toolbox or a commitment to the ongoing
technological upgrade of existing business processes?
Is there a tipping point when cumulative changes will
trigger a paradigm shift for a particular company, an in-
dustry, or maybe the economy as a whole?

The Google Ngram Viewer for “digital transforma-
tion” shows that the use of the phrase followed the tides
of digitalization and computerization. From the broad-

'Sooraj Shah (2019), “Will 2019 see the end of the term “digital
transformation”. Is it just a buzzword?”, Information/Age, available at:
https://www.information-age.com/term-digital-transformation-
buzzword-123479000/ (accessed 30.04.2022).

2Aran Ali (2020), “The soaring value of intangible assets in the S&P
5007, Visual Capitalist, available at: https://www.visualcapitalist.com/
the-soaring-value-of-intangible-assets-in-the-sp-500/ (accessed 30.04.2022).
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er adoption of the transistor and the industrial use of com-
puters, i.e., mainframes and then mini-computers in the
1960—1970, to PC and corporate networks in the 1980s,
to the Internet in the 1990—2000. The advances in com-
puters and digital technologies in the late 20th century
came along with the development of new management
theories — MBO (the 1950s), sensitivity training (1960s),
quality circles (1970s), total quality management (1980s),
and self-managed or self-directed teams (1990s) [ Lloyd
and Aho, 2020; Gibson and Tesone, 2001] (Fig. 1).

Since F. Taylor and the early days of scientific man-
agement, the new technologies responded to the demand
for increased productivity and operational efficiency [Lloyd
and Aho, 2020]. However, there was rarely a direct
connection between the ascent of innovative technolo-
gies and the emergence of new strategies.

The Internet changed the world, as we knew it. While
nobody challenges the disruptive powers of the networked
global economy, it is worth noting M. Porter’s comment
following the dot.com bubble burst in 2001: “The time
has come to take a clearer view of the Internet. We need
to move away from the rhetoric about “Internet industries,”
“e-business strategies,” and a “new economy” and see the
Internet for what it is: an enabling technology — a power-
ful set of tools that can be used, wisely or unwisely, in al-
most any industry and as part of almost any strategy”.3

In late 2011 a new term, the consulting firm Capgem-
ini in collaboration with the MIT Center for Digital
Business has coined digital transformation. As defined,

3Porter M.R. (2001), “Strategy and the Internet”, Harvard Business
Review, available at: https://hbr.org/2001/03/strategy-and-the-internet
(accessed 30.04.2022).
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Fig. 1. Frequency of mention of the phrase "digital transformation" according to Google Ngram
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it did not have a strategic connotation “digital transfor-
mation (D.T.) — the use of technology to radically im-
prove performance or reach of enterprises” [Siebel,
2019; Araujo et al, 2020].

Management’s challenges of the 2020s have changed.
It is the time when more value is created by digital con-
tent than analog goods and services. Exponentially growing
data is available to facilitate business decisions; most
of the trading is in digital assets, more payments are
made digitally online, and soon are likely to be in digi-
tal sovereign currencies. Companies are learning to thrive
as owners, competitors, or contributors to platforms,
the new monopolies of the Digital Age [Iansiti and Lakha-
ni, 2020; Denisova and Lopatnikov, 2021].

So, maybe now comes the time for digital strategies?
Is there a digital strategy for every industry, or is it still
just a catchy slogan management consultants created
to boost sales, e.g., a fad, another hype that will soon
g0 to oblivion?

Materials and methodology

To answer the above questions, we need to revisit
a definition of business strategy and what it is not. The
latter is particularly relevant in the absence of a gener-
ally accepted definition. Unfortunately, the proverbial
“I know it when I see it” rule does not work since the
concept of a business strategy is anything but intuitive.

J. Khan and B. Greenwald noted that the word “stra-
tegic” became a replacement for “important” in many
instances. In explaining the nature of strategy, they wrote,
“The aim of true strategy is to master a market environ-
ment by understanding and anticipating the actions
of other economic agents, especially competitors. How-
ever, this is possible only if they are limited in number.
Thus, competitive advantages are actually barriers to en-
try. Indeed, the two are, for all intents and purposes,
indistinguishable” [Gupta, 2018].

A consensus view since Michael Porter’s pioneering
research has been that all strategy is about understanding
competition and identifying the competitive advantages
that create unique value for a particular set of customers.®
In other words, a strategy is fundamentally about the
choice that is outwards and market-focused.

4Capgemini Consulting (2011), “Digital transformation: a roadmap for
billion-dollar organizations”, available at: https://www.capgemini.com/
wp-content/uploads/2017/07/Digital_Transformation__A_Road-Map_
for_Billion-Dollar_Organizations.pdf (accessed 30.04.2022).

5Greenwald B. and Kahn J. (2005), “All strategy is local”, Harvard
Business Review, available at: https://hbr.org/2005/09/all-strategy-is-local
(accessed 30.04.2022).

¢ Strategy Explained, Harvard Business School, available at: https://hbs.
me/30nEkdK (accessed 30.04.2022).
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Investments in digital technologies, including cloud,
big data, digital content, and IoT, became a major expenditure
category for firms and organizations all around the world.
Digitalization and computerization of operations are often
marketed as digital transformation, while the related plans
and initiatives are called digital strategies. Global spending
on digital transformation reached 1.18 trillion US dollars
in 2019, an increase of 17.9 % over 2018. It further increased
to 1.31 trillion US dollars in 2020, according to data pub-
lished by Statista based on the estimates of International
Data Corporation (IDC)” (Fig. 2). Between 2020 and
2024, direct investments into digital transformation are
projected to reach a total of 7.8 trillion US dollars. Ac-
cording to Statista.com, digital transformation “refers
to the adoption of digital technology to transform business
processes and services from non-digital to digital.” Spe-
cifically mentioned are moving data to the cloud, using
technological devices and tools for communication and
collaboration, and automating processes.
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Fig. 2. Spending on digital transformation technologies and
services worldwide from 2017 to 2024

Later, C. Christensen explained that innovations and
technology are not strategies by themselves but the enablers
for transforming firms’ operations, allowing them to re-
main competitive in the rapidly changing marketplace.
Confusing a plan for digital transformation with digital
transformation as a strategy may be among the reasons
why more than two-thirds of digital transformation pro-
jects did not achieve the goals.

The evolutionary pathway of technological develop-
ment is evident in many industries where competition
forces pave a road forward without a predefined strategy.

7Spending on digital transformation technologies and services worldwide
from 2017 to 2025 (in trillion U.S. dollars), Statista, available at: https://
www.statista.com/statistics/870924/worldwide-digital-transformation-
market-size/ (accessed 30.04.2022).

8 Statista, available at: https://www.statista.com/ (accessed 30.04.2022).
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One example is the concept of a “more electric aircraft”
(MEA) developed in the aviation industry. MEA is an
aircraft where most systems or a higher percentage of sys-
tems compared to conventional aircraft are powered
electrically [Porter, 1998; Seresinhe et al, 2019]. While
indisputably transformative and innovative for the in-
dustry as a whole, the concept of a more electric aircraft
does not fit a description of a business strategy.

A similar evolutionary transformation is a transfor-
mation in the automobile industry from combustion
engines via hybrids to electric cars. The speed with which
the early success of Tesla is being replicated by various
industry firms is an illustration that adopting the concept
of the electric car in itself is not a strategy that will cre-
ate barriers and deter competition.

The net-zero GHG emission targets set by Paris Ac-
cord are to become the standard in the coming decades,
impacting the mindset of regulators, investors, and con-
sumers as well as the operations of companies in virtu-
ally every industry. While a revolutionary transformation,
it will become a must-have attitude for everyone doing
business in the 21st century. After all, regulatory compli-
ance does not qualify as a strategy.

A question that follows — can digital transformation
have a strategic connotation at all? The quote from Green-
wald and Kahn [2005] helps understand where to look for
an answer: “The reality is that there are only a few situa-
tions in which companies’ strategies affect outcomes. Such
situations are, however, worth trying to create since the
alternative, achieving superior efficiency, is a more de-
manding route to success, and a more impermanent one.”

Strategic Possibilities:
Managing the Advantage
Analysis: What kind
of advantage?

Competitive

All markets advantage

@

Operational Effectiveness:
Efficiency, Efficiency, Efficiency

Source: [Greenwald and Kahn, 2005]

Fig. 3. Operating efficiency (processes) does not create lasting
competitive advantage

Therefore, we need to identify conditions under which
digital transformation becomes a way of installing a last-
ing barrier to entry. In the following sections, we discuss
it in more detail.

Results and discussion

In looking for a link between digital transformation
and strategy, we consider a simplified model of a firm
or organization as a network of two fundamental ele-
ments, i.e., processes and decisions, forming respective.

In this case, processes represent operations by which
inputs or content are converted (processed) or transferred
(communicated) between production or service units
along the value chain or with vendors and customers.
Decisions are rules or algorithms that govern how pro-
cesses operate and the integration of the processes.

A division of processing units into hardware and
software was used in operations analysis since the late
1940s G. Ryle’s “Ghost in the machine” and the classic
Von Neumann architecture that later became the hard-
ware-software framework in modern computing. In mana-

Competition ‘ Regulation
STRATEGY

Operations today

Operations after transition
‘. /// /
‘ ) /
v /

Competition

Regulation
Competition

. Suppliers ,
1 \

Customers

®
)

Regulation

Source: [Dale, 2017]
Fig. 4. Decision and processes in the context of strategy

gement, the functional approach is still used in value
chain analysis and business models and is a branch
of strategic management [Dale, 2017].

Over time more and more functions, both processes
and decisions, in a business were mechanized and automated
in a secular transition from humans to machines and
from analog to digital. Few now remember that the word
computer was first used centuries ago as a job descrip-
tion — a professional designation of those who compute.
The trend of making laborious physical work the domain
of machines and robots continued with digital comput-
ers replacing human computers and, more recently ar-
tificial intelligence (AlI) expanding into cognitive pro-
cesses and reasoning.

Individual processes and decisions are technology-
enabled, however, to a different degree. The technologies
used within the process domain facilitate production
operations and customer and vendor interfaces. Pro-
cesses may be integrated into networked systems or even
global networks, such as Internet of Things (IoT). Unless
protected by patents or know-how, processes are replicable,
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providing only a transient advantage. The rules or algo-
rithms used to control processes are pre-programmed
and often standardized to allow interconnection along
the value chain to become an intrinsic and inseparable
part of the process.

Decisions at both operational and strategic levels are
expected to be rational, i.e., fundamentally normative,
rules-based. However, real-life investment or management
decisions are made under conditions of uncertainty. This
is particularly true for strategic decisions, making it dif-
ficult to entrust them to even the most sophisticated al-
gorithms. The fact that firms and organizations are com-
plex systems of interacting individuals means that the
efficacy of decision-making depends on corporate culture
and organizational skills as much as it depends on time-
ly and reliable information [Wilkof, 1989].

Big data was embraced as a powerful enabler for
corporate decision-making. Today, managers have access
to and tools for processing enormous amounts of data
to track and analyze customers’ behavior, search and
purchase patterns. Still, access to innovative technologies
is a necessary but not a sufficient condition. A whole
new set of managerial competencies is required to col-
lect, organize, and process data in a logical, timely, and
cost-effective manner. Analytics is of little help unless
linked to a respective element of the decision domain,
i.e., preferred action option. Absent such a connection,
Big Data may become too big to comprehend and will
be effectively wasted [Bosch, 2016].

Automation of critical decisions is, of course, not
a new idea. Both the car industry and the aircraft in-
dustry mentioned earlier have been looking to use digi-
tal technology for quite some time. In aviation, autopi-
lot technology was successfully adopted years ago. It,
however, remains under a supervision of a human pilot.
The car industry is currently looking to adopt autopilot
mode for cars. In addition, in this case, great hopes are
for the ultimate digital technology, e.g., Al.

The existential question is yet to be answered — are
we ready to entrust existential decisions to AI? After all,
the autopilot of a plane is just a sophisticated calculator
that allows achieving efficiencies and processing speeds
impossible for a human. Al is a completely new game.

While collecting, processing, and interpreting data
for a particular operation may already be challenging
enough; the problems compound exponentially when
the decision is related to business strategy. Investment
and strategy decisions, as we know from Keynes, are not
about what you should do, but what you should do,
in anticipation of what other competitors will do by
analyzing what you did or can do. It is a task that mat-
ches in complexity the problem of auto piloted cars.
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In recent decades we saw the ascent of “born-digital”
companies, such as Google, Facebook, or Apple. They
produce digital content or tools for processing it, such
as phones, tablets, and computers. Their distinctive
feature is they are global consumer platforms. Their
market capitalization is close to or more than a trillion
US dollars. Their ultimate strategic goal is to enable
others to create value jointly®.

While scaling up operations born-digital companies
try not to add humans. The headcount no longer reflects
the success of the company!?. They try to use software
for product design, marketing, services, and financial
transactions, i.e., all functions but strategy, where deci-
sions are still human only.

Companies of the traditional economy offer com-
modity goods and provide services that appeared long
before the digital revolution. Over time, automation and
digitization significantly changed their operations, busi-
ness models, and vendor and customer interfaces. How-
ever, most of them will not switch over to digital products
any time soon. Billions are invested in digital transfor-
mation in anticipation of higher productivity at lower
cost, but the transition to “more digital” is anything but
smooth or transformative. Major international brands,
including Lego, Nike, Procter & Gamble, Burberry,
Ford, Hertz “invested heavily in developing digital pro-
ducts and infrastructure, only to run into significant
performance challenges and fail to deliver the expected
return on investment”!l.

A transformation of a firm, digital or otherwise, is
a response to a change or expected change in the busi-
ness environment. The change of regulatory environment
and consumption patterns because of the net-zero GHG
transition will inevitably force energy companies and
other energy-intensive industries to adjust existing stra-
tegies or develop new ones'2. The low-carbon transition
and achieving net-zero targets will therefore become the

9Bonchek M. and Choudary S.P. (2013), “Three elements of a successful
platform strategy”, Harvard Business Review, available at: https://hbr.
org/2013/01/three-elements-of-a-successful-platform (accessed 30.04.2022).

10 Gartner (2020), 10 management techniques from born-digital companies,
available at: https://www.gartner.com/smarterwithgartner/10-management-
techniques-from-born-digital-companies (accessed 30.04.2022).

T Ashford W. (2020), “Risk and reward: How to succeed in digital
transformation”, TechTarget, available at: https://www.computerweekly.
com/opinion/Risk-and-reward-How-to-succeed-in-digital-transformation
(accessed 30.04.2022).

12 Mckinsey and Company (2021), As oil and gas companies respond to the
current economic discontinuities, they must choose where and how to compete
as the world transitions to a low-carbon future, available at: https://www.
mckinsey.com/industries/oil-and-gas/our-insights/the-big-choices-for-oil-

and-gas-in-navigating-the-energy-transition (accessed 30.04.2022).
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only viable long-term solution for these industries, while
the new strategies they will pursue along the way are yet
to be developed.

Among the industries that were not “born digital” but
where digital transformation has a profound strategic impact
is finance. It is also the industry where digital transforma-
tion occurs in the all-digital environment — digital assets,
digital trading platforms, blockchain-backed infrastructure,
and algorithmic trading strategies. However, the long-term
future of traditional financial institutions is not secure.
Non-financial consumer platforms are increasingly looking
to enter finance, forcing banks to consider the strategic
option of moving into non-financial services.

Finance is one of the most promising industries for
Al backed top-level decision-making. Today algorithmic
and computerized trading account for more than 90 %
of all trading in securities. So far, and as in autopilot
planes, the trading algorithms, also called strategies, are
pre-designed by humans. The next obvious step in the
making today is to move to Al backed trading and ulti-
mately let Al design winning strategies. The “flash crash”
and similar algorithmic crises showed the limits of human
programming and the danger of reliance on algorithms.
As usual, most traders believe the next time will be dif-
ferent, with the strategic focus in the decision-making
domain gradually moving from “more digital decision-
making” to “less human decision-making”.

Digital technologies help identify and research the
behavioral aspects of financial markets. A recent study
[Gorodnichenko et al, 2021] facilitated by a deep learning
model to detect emotions embedded in press conferences
after the meetings of the Federal Open Market Committee
examined the influence of the detected emotions on finan-
cial markets. The authors found that “after controlling for

the Fed’s actions and the sentiment in policy texts, a pos-
itive tone in the voices of Fed Chairs leads to statistically
significant and economically large increases in share prices”.
The practical implications for improving the effectiveness
of central bank communications raise the question — will
future all-digital decision-making benefit or suffer from
not having this emotional context?

Innovation has increasingly been associated with
a concept of an asset-light enterprise!?. The adoption
of asset-light business models would be a natural com-
panion to a “more digital” transformation. This transi-
tion, however, raises a concern — are asset-light models
fundamentally riskier?

The longer-term robustness and risks of asset-light
strategies should undoubtedly be a topic for research
by economists, management academics, and strategy
consultants. On the other hand, looking at the stock
markets, we see that born-digital and asset-light com-
panies have the highest valuations. Moreover, stock
markets became dominated by the “most digital” or born-
digital companies with the top ten by market capitaliza-
tion dominated by platforms.

The analysis of the asset composition of S&P500
shows that in 2020 the share of the tangible asset fell
to an unprecedented 10 % of total assets value esti-
mated by market capitalization (Fig. 5). A large part
of the market capitalization over and above the tangible
assets are intangible assets, specifically digital intangible

13 Kachaner N. and Whybrew A. (2014), “When “asset light” is right”,
BCG, available at: https://www.bcg.com/publications/2014/business-model-
innovation-growth-asset-light-is-right (accessed 30.04.2022).
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assets. Does this asset structure of the platforms make
“more digital” or all-digital companies riskier?

As we can see, the companies where strategy and
management are the domain of humans are not riskier
than the traditional economy companies. At least the
stock market valuations tell us that investors do not think
so. A decisive test shows that both in relative (relative
to the market as a whole as measured by stock Beta) and
absolute terms (estimated by the volatility of stock prices),
it does not seem to be the case. The younger and risker
companies, Uber and Lyft, are not only riskier than com-
panies of the “old economy” but also riskier than more
digitally mature “new economy” leaders (Table 1).

Table 1
Comparative table of companies
Company Stock Beta Stock Price Volatility
Microsoft 0.79 0.2382
Apple 1.22 0.2544
Amazon 1.12 0.2303
BHP 0.90 0.2554
ExxonMobil 1.41 0.2696
Uber 1.58 0.3955
Lyft 2.41 0.4397

Compiled by the authors on the research materials

The evolution of competition will eventually bring
us to Al competing against Al (assuming collusion of Al
is impossible) in various areas, including strategy. Will the
transition to Al based “human-light” strategic decision-
making create a fundamentally riskier economic environ-
ment? Knowing the answer is critical so long as humans
remain the owners of the risks to be soon managed by Al.

Historically control was the right humans did not dele-
gate or share. A business strategy is a barrier to control the
competitive environment and the future of the enterprise,
or sometimes an illusion of control. In the age of Al, shar-

14 Aran Ali (2020), “The Soaring Value of Intangible Assets in the S&P
5007, Visual Capitalist, available at: https://www.visualcapitalist.com/

the-soaring-value-of-intangible-assets-in-the-sp-500/ (accessed 30.04.2022).

ing of control will be not only at the process level, but also
increasingly at the decision level looks inevitable.!

While going "more digital” in the process domain
is generally seen as lowering risks of operations, intuition
suggests that going more digital in the decision domain
could have the opposite result. The increasing speed
at which various processes evolve often makes real-time
human control impossible. The algorithmic crashes
in the stock market proved that humans are too late
in identifying the flaws in the algorithms they developed
in certain situations.

The development of a strategy is a low-speed process.
However, strategy has lasting implications, making it dif-
ficult to predict the impact of Al. taking over the deve-
lopment of algorithms in the future. Moreover, the fact
that Al, at least so far, is not legally liable for any con-
sequences or potential damages of its actions makes the
black box Al decision-making a real and significant
challenge. It is why some of the most successful innova-
tors and visionaries of the new economy consider Al an
existential threat to humankind.

A recent research initiative of the group based at the
Institute for Information Law of the University of Am-
sterdam!” intends to focus on Al and public values, data
governance, and online platforms. They plan to research
automated decision-making systems, which are set to re-
place human decision-makers in a range of areas, from
justice to media, commerce, health, and labor.

15 Strack R., Carrasco M., Kolo Ph., Nouri N., Priddis M. and George R. (2021),
“The future of jobs in the era of Al”, BCG, available at: https://www.bcg.com/
publications/2021/impact-of-new-technologies-on-jobs (accessed 30.04.2022).

16 Clifford C. (2018), “Elon Musk: ‘Mark my words — A.I. is far more
dangerous than nukes™, CNBC, available at: https://www.cnbc.com/2018/03/13/
elon-musk-at-sxsw-a-i-is-more-dangerous-than-nuclear-weapons.html
(accessed 30.04.2022).

17 University of Amsterdam (2022), Digital transformation of decision-
making: project description, available at: https://www.uva.nl/en/about-the-uva/
organisation/faculties/amsterdam-law-school/research/research-themes/

digital-transformation/project-description.html?cb (accessed 30.04.2022).
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Fig. 6. The evolution of competition
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The corporate sector also needs to expand the research
agenda acknowledging that the speed of change in tech-
nologies we create exceeds our ability to foresee the
changes and strategize about tomorrow’s markets.

Conclusion

While generally accepted as a boon, digital transfor-
mation remains a significant challenge for those assigned
to implement it. We offer an alternative narrative for
digital transformation, which we argue is better described
as going “more digital”.

provide examples of when and how it may become part
of a corporate strategy toolbox.

A simplified model of a business as a network of pro-
cesses and decisions helps illustrate why digital tech-
nologies first advanced in the process domain but can
become strategic and transformative when adopted to the
decision domain. The latter also brings yet unquantifi-
able risks and uncertainty.

We suggest future research to focus on the value cre-
ated by going “most digital” in both process and decision
domains and risks to companies and the economy.

We extend the discussion on why digital transforma-
tion is in most cases unrelated to business strategy and

References

Araujo T., Helberger N., Kruikemeier S., et al. (2020), “In Al we trust? Perceptions about automated decision-making by artificial
intelligence”, Al & society, no. 35, pp. 611—623, https://doi.org/10.1007/s00146-019-00931-w

Dale E. (2017), “The Functional Approach to Management”, Academy of Management Proceedings, vol. 1962, no. 1, https://doi.
org/10.5465/ambpp.1962.5068229

Denisova, A.L. and Lopatnikov, A.N. (2021), “Creating and measuring company value in the digital economy”, In: Popkova E.G.,
Ostrovskaya V.N., Bogoviz A.V. (eds), Socio- Economic Systems: Paradigms for the Future. Studies in Systems, Decision and Control,
vol. 314, Springer, Cham, https://doi.org/10.1007/978-3-030-56433-9_31

Gibson J.W. and Tesone D.V. (2001), “Management fads: Emergence, evolution, and implications for managers”, Academy of Mana-
gement Perspectives, vol. 15, no. 4, https://doi.org/10.5465/ame.2001.5898744

Gorodnichenko Yu., Pham T. and Talavera O. (2021), “The Voice of Monetary Policy”, NBER Working Paper Series, March, https://
doi.org/10.3386/w28592

Greenwald B.C. and Kahn J. (2005), Competition demystified: a radically simplified approach to business strategy.

Gupta S. (2018), Driving digital strategy: A guide to reimagining your business hardcover, Harvard Business Review Press, 1st ed.,
299 p.

Iansiti M. and Lakhani K.R. (2020), Competing in the age of Al: Strategy and leadership when algorithms and networks run the world,
Harvard Business Review Press.

Lloyd R. and Aho W. (2020), “The four functions of management — An essential guide to management principles”, Management
Open Educational Resources, available at: https://scholars.fhsu.edu/management_oer/1 (accessed 30.04.2022).

Seresinhe R., Lawson C. and Madani I. (2019), “Improving the operating efficiency of the more electric aircraft concept through
optimised flight procedures”, CEAS Aeronautical Journal, no. 10, pp. 463—478, https://doi.org/10.1007 /s13272-018-0327-y

Siebel T.M. (2019), Digital transformation: Survive and thrive in an era of mass extinction, RosettaBooks.
Porter M.E. (1998), Competitive strategy: techniques for analyzing industries and competitors hardcover, Free Press, 397 p.

Bosch V. (2016), “Big data in market research: Why more data does not automatically mean better information”, GfK Marketing
Intelligence Review, vol. 8, no. 2 (November), pp. 56—63.

Wilkof M.F. (1989), “Organisational culture and decision making: a case of consensus management”, R& D Management, vol. 19,
no. 2, pp. 185—200, https://doi.org/10.1111/j.1467-9310.1989.tb00638.x

79



