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Executive Summary
Digital transformation isn’t a new concept, but the complexities are becoming more difficult
to manage without help.
The way large enterprises have traditionally adapted to cross-organizational, industry-defining
transformative change, has led to dispersed networks of siloed departments that deal with
smaller-scale transformations individually.
While adding silos to already-complex enterprise operations to deal with change has sufficed
in the past, multiple external pressures are sparking an evolution of how enterprises transform
themselves. Rather than focusing on transformation as an end-state, enterprises must consider
ways in which they can deconstruct silos and deliver faster, more automated and consistent
experiences both for employees and customers.
The problem is that enterprises have hit a wall in terms of how they can accomplish
transformative goals. Without a modern, scientific way to capture and evolve the business logic
that goes into applications that fundamentally operate modern business, large enterprises will
not be able to keep pace with the rapid rate of change inherent in transformation.
This white paper is the first in a series of three, which will cover three distinct types of change
that large enterprises experience today – transformative, regulatory and operational – and
how decision management as a practice mitigates their challenges. Regulatory and operational
changes are similar in that they represent more granular shifts in an organization or industry.
Regulatory drivers spark changes in industries such as financial services or mortgage, because
complex business logic and requirements must adapt to new laws and standards as they
emerge. Operational changes are rooted even deeper in a specific organization, where a large
enterprise may want to make consistent changes to pricing models or new customer tiers.
The subsequent two white papers will explain regulatory and operational change in greater
depth. However, this paper will focus on the bigger picture – transformative changes to
organizations that either cause, or come as the result of seismic shifts in an industry. When
large enterprises truly understand the nature of transformative change, they can see more
clearly why decision management is the solution to adaptation both now and in the future.
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What Exactly Is Transformative Change?
There are many different ways that transformative industry changes can manifest, but the
timeliest example is the pressure of digital transformation. The consumerism of IT is forcing
large enterprises to simplify and modernize the way they interact with customers, which
necessitates internal changes to processes and operations. While digital transformation is a
new phenomenon for large enterprises – 52% of Fortune 500 companies from 2000 have fallen
off the list for failure to adapt – it can be visualized in a more generic manner:

Market Drivers
Team response driving Innovation

People

Process

Technology

Transformation

Digital transformation can be broken down into separate tiers to better understand how it fits
into the broader topic of industry-wide transformative change:

Market drivers for digital transformation

The reality is that if companies don’t face a specific external pressure, they have no reason to
transform. In the case of digital transformation, companies across all industries face external
pressures on multiple fronts: new customer expectations for multi-channel service and
instant access to information; new competition from digital natives that are slowly consuming
incumbent market share; an evolving risk landscape where providing new online services
results in more attack surfaces; and changes in stakeholder expectations such as regulators
pushing for greater transparency.

Team responses for digital transformation require leadership and culture

Digital transformation is blurring lines between marketing, strategy, operations and more.
As the silos break down, companies need leadership that cultivates and reinforces the right
culture to buy into digital transformation and recognize the need for instrumentation of
products, services, process, decisions and people.

Enabling digital transformation with people, process and technology

With digital transformation comes an abundance of data for a large enterprise to process and
leverage. Orchestrating people, processes and technology within the organization is what
enables large enterprises to successfully transform themselves.
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The transformation end-goal

While digital transformation is a cross-industry movement, transformation projects are often
considered more granular. For example, Quicken Loans recently overhauled its business with
Rocket Mortgage to better serve digital customers, and Lloyds Banking Group has committed
to digital transformation by closing physical branches and investing in increased automation.
Looking at the various aspects of digital transformation provides insight into transformative
change. However, the big-picture question remains – why are large enterprises struggling to
spark and adapt to large-scale transformative change in their industries?

What Is Keeping Large Enterprises from Easily Supporting
Transformative Change?
While large enterprises have worked tirelessly
to alleviate digital transformation pressures
over the last two decades, market valuation
has undergone a quiet shift. In the 1980s,
tangible assets accounted for 68% of market
value as opposed to just 32% for intangible
assets. Those numbers flipped in the 1990s,
and now intangible assets account for 84% of
market value for the S&P 500.
What this indicates is that companies are no
longer differentiating themselves based on
tangible products – they are differentiating
themselves based on knowledge and their
ability to leverage that knowledge. However,
leveraging knowledge at scale is a massive
undertaking for highly-complex,
large enterprises.
Specific challenges with regards to
leveraging intangible assets vary by
industry. For example, scaling knowledge
for transformative change in the financial
services industry is inhibited by complex,
rule-heavy processes such as eligibility
checking, onboarding, pricing/discounting
models, fraud detection and more.
However, large enterprises ultimately
experience challenges with transformative
change because it requires them to
modernize processes and operations, which
are represented by complex applications.

Applications are the codification of processes
and operations to help automate enterprises
to move faster. To build modern applications,
large enterprises must start with the
underlying business logic – and this is where
they experience challenges.
Managing the logic that represents the
intent of an application is what dictates
the outcome a system is trying to achieve.
Transformative change forces large
enterprises to go back into the business logic
of multiple complex applications and make
targeted and consistent adjustments that
will serve to address the external market
pressures that are
driving change.
Traditionally, these changes have been
accomplished using business requirement
documents that are passed between the
business and IT side of an enterprise.
Business users would indicate required
logic and rules changes in these documents,
and pass them to IT for interpretation and
execution into applications. These documents
were exactly that, Word documents or
spreadsheets.
These business and IT silos have led
to lengthy change cycles, high costs,
inconsistency in user experience, variation
by product/team/channel and an overall
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lack of visibility and traceability as they
pertain to transformative change. Although
silos can support overlapping applications
throughout an enterprise, they lead to
inconsistent implementations of common
concepts. For example, closing accounts on
one application could be an entirely different
process in another. In the wake of digital
transformation, inconsistent user experience
is unacceptable. Digital transformation
mandates consistency that requires sharing
the logic across silos of applications.
For large, highly-complex enterprises to

support transformative change, they have
to replace antiquated business requirement
documents with a more effective practice
that can transcend silos and deliver
a consistent user experience across
applications. Connecting the dots across
these issues make it clear that business logic
must be managed as a formal structured
asset that can be easily changed and shared
by the business across the applications
that implement organizational business
processes. Decision management delivers
exactly these capabilities.

Freddie Mac—A Premier Example of Large-Scale Transformative Change
As one of two Government Sponsored Enterprises (GSEs) that established a secondary market
for mortgage lenders to access capital markets and increase home ownership, Freddie Mac
was inextricably linked to the 2008 financial crisis.
The recession that ensued in 2009 and beyond, is often attributed to a housing market crash,
but is more aptly described as the Global Financial Crisis (GFC), which resulted in nearly $35
trillion of lost wealth globally. The economic and regulatory changes that resulted from the
financial crisis had a significant impact on Freddie Mac – specifically in regards to the Uniform
Mortgage Data Program in 2012.
The Uniform Mortgage Data Program had a number of objectives to improve the housing
market after the 2008 financial crisis:
Simplify the
exchange of data and
improve response
time to changing
requirements and
market conditions

Improve
transparency in
the loan decision
process by using the
same root data that
lenders use

Manage data quality
risk effectively

Improve accuracy
and confidence in
loan quality

These are broad objectives, but essentially were aimed at solving one of the key problems
underlying the GFC – the lack of transparent data provided by the mortgage originators to
GSEs buying those originators’ loans. This contributed to GSEs buying an ever increasing
percentage of lower quality loans, until wide spread failure of those loans became inevitable.
The result was a need to provide GSEs with sufficient high quality data on each and every loan
they purchased, to exhaustively and accurately evaluate the quality of those loans.
This also meant a massive expansion of the number of rules that Freddie Mac would have to
implement in their system to test both the quality of the incoming data, and the compliance of
the loan against the policies set by Freddie Mac for loan acceptance. The number of rules that
Freddie Mac would now be required to test proved challenging for the massive enterprise.
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The company feared it would be unable
to manage enough rules to maintain
compliance, nor would it be able to
implement policy and regulation changes
sufficiently and quickly, to deal with changes
in the requirements, and ensure the
accuracy of new and larger datasets.
Essentially, Freddie Mac was tasked with the
responsibility of ensuring better visibility
into the mortgage-backed securities they
were guaranteeing, which required a new
set of rules and regulations to maintain
governance.
Facing what amounted to a “do-or-die”
scenario, Freddie Mac had to undergo
transformative change and implement
better tools and systems, including
decision management, to solve its business
challenges and especially its rules and
logic problems. Decision management put
control of business rules into the hands of
operations instead of the traditionally timeconsuming and inconsistent pass to IT teams,
drastically improving time to market speeds.
There are many statistics which showcase
the success Freddie Mac has experienced
with decision management, but the most
telling proof is the difference in policy
and regulation implementation between
Hurricane Katrina (before decision

management) and Hurricane Sandy (after
decision management). After implementing
decision management, Freddie Mac was
able to deploy policy and regulation changes
related to Hurricane Sandy 90% faster than
with the traditional means of business
requirements change they used after
Hurricane Katrina.

"

IT and Operations have agreed to
use of decision models as business
requirements for business logic
changes—this has greatly sped up the
change process.
Tom Schweikert, Director of Business
Rules Management at Freddie Mac

Freddie Mac’s implementation of decision
management fundamentally changed the
housing industry. This is the premier example
of transformative change – a shift in an
organization’s processes and operations that
has a seismic effect on the industry at large.
The housing market is nearing pre-recession
stability, and a lot of it can be credited to
Freddie Mac’s transformation.
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A Closer Look at How Decision Management Supports Transformative Change
The real value of decision management is rooted in creating shared knowledge across an
organization. Due to the siloing of the enterprise, multiple applications overlap but show
inconsistent implementations of common concepts, such as how to close an account. This
leads to an inconsistent user experience. Digital transformation mandates consistency because
it requires sharing the logic across silos of applications, which in turn centralizes knowledge.
Decision management is a “model-driven generator of practical, automated, business decision
management systems embedded in model-driven, automated process management systems,”
according to Practice Leader of Development and Governance at Bloor Research, David
Norfolk. As a practice, decision management goes beyond the capabilities of a business rules
management system.
The key to using decision management to support transformative change is the use of a
structured decision management model, which automatically checks for completeness and
consistency across business rules and logic to ensure changes are implemented efficiently.
The model offers a documentary definition of manual decision-making processes while also
organizing, structuring, validating and testing policies/regulations.
Using decision management, companies can execute business rules changes at a scale that
would never be possible with traditional business requirements documents. Automation and
scalable execution through decision management helps large enterprises in all industries
properly leverage their intangible assets, and achieve the kinds of transformative changes that
Freddie Mac sparked through the housing industry.
Simply put, decision management brings a modern, scientific approach for large, highlycomplex enterprises to manage the business logic that goes into applications and transforms
business models, processes, operations and customer interactions.

Looking Ahead to Different Types of Change in Large Enterprises
This white paper examined the big-picture underpinning transformative change – the kind of
change that manifests in seismic shifts in multiple organizations and industries at large.
However, decision management is applicable to more than just transformative change. In
future white papers, we’ll dig into the nuances of regulatory and operational change and
explain where decision management fits into the discussion with increasingly granular shifts in
an organization.
For more information, please contact us at: info@SapiensDECISION.com
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