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The digital transformation requires a new
corporate culture and structure
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In the 21st century, the megatrends of globalisation, digitalisation and networking are leading to

a completely new market environment for companies. In addition, water supply companies are
currently facing various challenges - heavy rainfall events, periods of drought, a shortage of skilled
labour, bureaucratic hurdles, IT security and increased customer requirements are just a few exam-

ples. Added to this are the crises of the last two years.
We live in a so-called VUCA world. VUCA stands for Volatility, Uncertainty, Complexity and

Ambiguity.

Volatility

In the VUCA world, volatility refers to frequent and significant
changes in the market environment. Many of the changes are
caused by new technologies, regulations and cultural trends.
Small or large changes become unpredictable - and increasingly
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drastic and rapid.

e Uncertainty
The predictability and calculability of events are rapidly diminis-

hing. Past experience or forecasts as a basis for planning the fu-
ture are losing their validity. Companies and managers are under

great pressure to make decisions
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Complexity

Ambiguity/Ambiguity
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Ambiguity refers to the ambiguity of information. Information
can be interpreted in different ways, and it is seldom possible to
determine something completely clearly and precisely. This often
leads to wrong decisions. Managers are faced with the problem
_~ or worry of damaging the company or their own reputation by

, making the wrong decisions, which in turn prevents them from

taking bold, strategic measures.

Our world is more complex than ever. What is the cause? What is the ef-
fect? Problems and their effects are becoming more complex and more
difficult to understand. Everything is getting mixed up and connections

are becoming more confusing.
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We have realised that things in this world no longer work the way they , used to“. Digitalisa-
tion in particular will fundamentally change our working lives.

There will be no stopping progress. Nothing can be planned for one or more years. Perma-
nent upheaval is normal. We will now have to set off without knowing the exact path. This
has a fundamental impact on the organisational structure and culture of a company.

Digital transformation is not possible at all without organisational restructuring.



The framework conditions for companies have changed drastically in recent years (especially in the last two).
Many companies are noticing a state of overheating - surely one or two of these points also apply to your

company.
e Operational focus hinders
- [Pl el s innovative strength * Increase in reporting
create new problems and monitoring
* More effort,
e Reacting instead less result
of shaping
e Withdrawal to the formal
, Areas of o
e Control instruments lose difficulty fields area of responsibility
effectiveness
e Higher psychological
e Blind actionism or sickness rates
paralysis )
e Many projects, too
few resources
* Strong political collection and e Managers are becoming a
securing costs time bottleneck

The greater the complexity and dynamics, the sooner and faster a
company enters the danger zone.
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But how do | get out of the danger zone?

The complexity and dynamics remain and will continue
to intensify - so a regression to hierarchical, functional
organisations is not possible or is doomed to failure.
Organisations must be able to adapt quickly to chan-
ging conditions and become more flexible in order

to adapt to new situations. This requires a paradigm
shift towards the dissolution of rigid systems. What is
needed is an agile organisation that is fast and flexible
in itself.

A Agile organisation

Dynamics

» Effectiveness in a complex and
dynamic environment
» Fast response to as yet unknown
developments

Agile management
¢ Agile PM (e.g. Scrum)
* Agile innovation processes
(e.g. design thinking)
» agile organisational units

Efficient organisation

* Stable and efficient
processes

« Efficient realisation of

known goals \\
Predict & Control

* Strategic planning
* Controlling, reporting

b

Complexity
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NEW COMPANY FORMS ON THE RISE

HIERARCHY VS. AGILE

In specialist literature, agile organisations are often defined in this or a similar way: Agility describes

,the ability of an organisation [...] to continuously adapt to its complex, turbulent
and uncertain environment. In addition, [the organisation] must adapt quickly to
internal and external changes by developing the ability to anticipate these changes as
early as possible, to be innovative and ready for change itself, to constantly learn as
an organisation and to make this knowledge available to all relevant people”
(translation - Hausling/Fischer 2016, S. 30).

A core factor of an agile organisation is a culture of trust.
The culture of trust is a basis for hierarchically centralised
decision-makers to largely transfer decision-making and ac-
tion competence to employees. This means that decisions
are made more quickly, actions are taken more quickly and
reactions are faster.

Another aspect is the learning organisation or the ability

to constantly question things and decisions - even things
that are taken for granted. This is because many employees
who have been working for a company for years are used
to existing tasks and processes - ,,it has always worked like
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this, why should anything change” are common objections
or thoughts.

But back to the characteristics of an agile organisation,
often also referred to as a network organisation, and the
differences to the conventional classic company structure.
Different values and principles apply in agile structures than
in traditional hierarchical structures. We are moving away
from top-down, control, fixed rules and roles as well as
process-orientation towards transparency, open communi-
cation, flexibility and personal responsibility.
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Agile organisations work in small, self-organising and autonomous teams. We do not have one or a
few managers who are responsible for decisions in the company, but either decentralised decision-
making responsibility distributed across several roles or joint decisions. Responsibility for profits and
losses is not only borne by the management team or executive board, but by teams and all their
members. As day-to-day work becomes increasingly complex and extensive, more and more tasks and
responsibilities are being added to managers in their role in traditional structures. If these are distri-
buted among teams and employees, the manager no longer becomes a bottleneck that slows down
the organisation even more.

Furthermore, agile organisations plan in so-called ,target clouds”, not with
precision landings. The VUCA world means that we do not know at all at the
start of a project which influences and framework conditions will change
over the duration of the project, so it cannot be clear what the exact target
or result will be.

\
s Target 15 Targetas
as point acloud
Environment predictable Environment unpredictable
& relatively stable & highly variable
J
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The goal is created in the process and is defined by the team. This also
changes the role of the manager. In general, agile leadership has immense

advantages for everyone involved:
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Manager

e QOut of the bottleneck

e More designers, fewer managers

e Larger field for more result production by the team

Company

e More flexible response to greater complexity and dynamics
e Risk reduction

e Employer becomes more attractive

e Spirit of innovation unfolds

Employees

e Potential for self-development increases

e Autonomy and responsibility increase, resulting in higher motivation
e More interactive creativity and joint responsibility is created

Customer

e More precise knowledge of customer needs across the entire value chain
* Innovation intensity and speed increase

e More flexible and faster reactions to customer needs
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Another characteristic of an agile culture is permanent questioning. In times of constant change, things

that are taken for granted must also be regularly scrutinised - how else can we get out of the mindset of
,we‘ve always done it this way“? This must be actively encouraged by managers.

A group of scientists locked five monkeys ina
cage. Inthe centre, they placed a ladder with
bananas on top.

After a while, no monkey dared to climb up the
ladder, no matter how great the temptation.
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What was left was a group of 5 monkeys wha,
although they never got a cold shower, continued
to beat up any monkey who tried to climb the
ladder.

L

Whenever a monkay tried to climb the ladder
the scientists sprayed the other monkeys with a
large amount of cold water.

)
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Scientists decided to replace one of the monkeys.

The first thing the new monkey did was climb up

the ladder. The other monkeys immediately beat
him up.

After a few strokes, the new
monkey learnt that he was
not allowed to go up the
ladder. Without knowing
whiy

If you could ask the monkeys why they beat up
everyone who tries to climb the ladder, the answer
wiould probably be;

"l don't know - that's how it works here.”

A[E

After a while, the group beat up every monkey
that tried to climb up the ladder.

The second monkey was replaced and the same
thing happened. The first new monkey tock part
in the beating of the second monkey. A third
monkey was exchanged and the same thing ha-

ppenad again. The same happened when the
fourth and fifth monkeys were exchangad.

So take the cpportunity to share the reasons

with others, because they might wonder why

things are continuing as they are, even though
there is another way.
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THE CHANGING ROLE OF ADVOCACY FORCES

We have already established that the role of a manager in an agile organisation will and must change.
The focus of the traditional management role is the organisation and control of tasks and processes. Two new
aspects are important for agile managers:

On the one hand, the agile manager must inspire and formulate a clear vision
and strategy and support change and transformation.

’ Secondly, the agile manager must be an effective coach for employees: Guiding prob-
lem solving and supporting employees in their development must no longer be a side
issue. In agile teams, employees are empowered to make decisions independently.

Managers are decisive drivers (or inhibitors) of agility. This is
why top management in particular must exemplify this role
and empower and support managers. Many managers find it
difficult to take on this new role, as it is often accompanied by
a feeling of loss of control when tasks, responsibility and deci-
sion-making power are handed over to the team. It is therefore
all the more important to reflect regularly and to value and
support the individual members of the team in their competen-
ces. After all, each team member has a certain expertise and is
an expert in their field. This gives rise to new roles in the team,
which change the way they work together and make decisions
in the long term.
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A regular feedback process helps both the manager and the team to develop together. Essentially,
managers must ,learn to listen, and listen to learn”. This includes actively questioning employees
and seeing mistakes as a natural part of the development process. An open error culture is part of
the agile organisation.

Resistance as a reaction to change

For most employees and managers (not excluding top management), however, this change in the
world of work is initially accompanied by rejection, fear and a lack of understanding. So how do you
manage to develop an agile corporate culture and organisation that forms the framework for a suc-
cessful digital transformation?

c L E A R LY . There is no patent remedy for this. However,

there are approaches and methods that can
be used to create this basis.
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CHANGE IN PRACTICE: PYRAMID AND NETWORKS

WHITEPAPER

BEULCO GmbH & Co. KG is a medium-sized company with around 200 emp-
loyees. Around 65% of these work in production and 35% in administration.
At its site in Attendorn, the company produces components, products and
systems, mainly from non-ferrous metals.

Managing Director Jiirgen Christian Schiitz initiated the change process in 2019. Prior to this,
the company had spent several years working on topics relating to digitalisation and Industry
4.0 in order to make itself more future-proof. The company had recognised that, in order to
remain competitive in today‘s world, companies ultimately need to act faster and more flexibly
thanks to digitalisation. However, it quickly became apparent in many digitalisation projects
that digitalisation not only meant a technical and market change, but also a change in the
world of work.

Some projects failed at the time - the question was ,Why?“ - lack of qualifications, excessive
demands on employees, a lack of understanding of new tasks and, above all, the often-uttered
phrase , it worked like this before”.

THE EMPLOYEES MUST BE TAKEN ALONG. ALL OF THEM.

In February 2019, Managing Director Jirgen Schiitz invited 25 employees from various departments
and hierarchical levels to an initial kick-off meeting. He explained the background and necessity of the
digital transformation, the change in the world of work and made it clear that employees are at the
centre of everything and that the company must change in order to remain fit for the future in the so-
called VUCA world.

February 2019

At the end, the 25 employees were asked whether they would like to be part of this transformation
process and act as multipliers within the company.
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This was the foundation of the Community of Practice (CoP). By definition, the most important
tasks of a Community of Practice are to create common standards (among themselves, but also
within the workforce), solve everyday problems, distribute knowledge and drive innovation.

It was important to first pick up the CoP, i.e. the multipliers in the company. In the second step, the
entire workforce followed as part of an ,0Open Space” event.

Open Space is a conference format that allows large groups to work on urgent, broad, complex or
overarching topics in a short space of time.

June 2019

In June 2019, production at BEULCO stood still for two days - a high cost factor, but also a necessity. All emp-
loyees were given the background to the digital transformation. They were also given an understanding of why
this affects every single employee and what it means for their future work.

The two-day conference included learning and implementing new methods on company-specific topics. On the
first day of the conference, employees had the opportunity to familiarise themselves with new, so-called agile
methods of (team) work. These included, for example, methods for efficient group communication, such as the
self-organisa

These included methods for efficient group communication, how the self-organisation of teams works, how
customer-oriented problems can be solved and how quickly a team of different people can grow together.
Interpersonal issues were also addressed. The aim was for every employee to be able to contribute independ-
ently from every department and in every position, as every point of view is equally important and in demand
here.

The rather sceptical attitude towards such an event at the beginning had already subsided on the first day. By
the end of the conference, the enthusiasm of the workforce was palpable. The boundaries between depart-
ments dissolved relatively quickly and communication between them took on completely new forms.

At the end of the event, 12 working groups were formed to continue working with the methods learnt across
departments and according to the principle of agility. Around 75% of the workforce took part. The members of
the CoP acted as organisers and coaches for the agile working groups.
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ORIA CAN QUICKLY LEAD TO DISAPPOINTMENT AND FRUSTRATION.

WHITEPAPER

After several months of working with this new organisational structure, the sobering con-
clusion was that employees were leaving the working groups, results were not forthcoming
and resentment was spreading among the workforce -

What was the point of it all if nothing was going to come of it?

REASONS FOR FAILURE AND THE LESSONS LEARNT

1. Costs and benefits of the change were not suffi-
ciently understood

After the Open Space event, too little was communica-
ted about the WHY. It must be made clear to employees
again and again what is behind the changes and why
they are necessary. Communicating it once is simply not
enough.
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2. Information about the overall process of change
was insufficient

There was a lack of transparency. The working groups
worked, but communicated little about what they were
actually doing and what results were being achieved.
There is a tendency to communicate only when so-
mething has been completed. Even small advances or
highlights are important to communicate, as this is the
only way everyone knows that progress is being made.
Otherwise it looks to the outside world as if nothing

is happening. It is also sufficient for the sustainability
working group to communicate how many plastic coffee
cups and therefore waste are saved each year because
every employee has been given a thermo mug with
which they can help themselves from the coffee machi-
ne as usual.



3. No standardised expectations and ideas about
the overall process

It quickly became clear that the expectations of the
workforce were very different to those of the manage-
ment and CoP. A transformation process is not ,just
done”. Such a process takes years and is never actually
complete. This also needs to be communicated openly
and transparently and an understanding of this needs
to be created among the workforce

4. Faulty resource planning

Agile working groups also need time and space to meet and con-
tinue working on their topics. It is not easy to find time slots for
this in a manufacturing company with shift work. No problem in
the administrative area, the hour of project work can be quickly
slipped in between. But the production employee can‘t just leave
the machine to take part in work group meetings. As a result,
the proportion of production employees in the working groups,
which make up 60% of the entire workforce, was reduced very
quickly. In addition, digitalisation projects require the support of
IT - who else is going to program, set up hardware or evaluate
software?
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SOLUTION APPROACHES

& FINDINGS

Following the error analysis, measures were introduced immediately. Offline and online
opportunities for open and transparent communication were created, such as info boards or
the introduction of the new intranet, where each working group has its own page on which
it regularly reports on activities and results or can also send surveys to the workforce.

The IT bottleneck was tackled by setting up the ,Digital Guides”. A group of employees who
have been trained for over a year to independently tackle digital process topics or soft-
ware and hardware problems and solutions upstream of IT. They support the agile working
groups.

Some working groups were then gradually completed so that progress could be recognised.
New working groups with new topics were soon initiated, which in turn motivated other
employees to participate in the process again.

One thing was clear after this initial learning phase:
Setting up the company in a completely agile way would not work, because in a
production company needs clear functional areas, structure and controlling.

Another realisation from the learning phase was that the more agile employees and managers
are to be, the more stability and orientation they need. This raised the question of what the right
mix of agility, stability, hierarchy and network should look like.

But the organisation still needs to change and position itself for the future. BEULCO spent two
years testing and observing what could work for the company and how. BEULCO has therefore
developed the dual operating system model.

In the dual operating system, there is the first, classic operating system that is characterised by
hierarchy and stability. The second operating system is the agile network organisation, which
focuses on flexibility, speed and cross-departmental work.
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BEULCO has found the solution for itself by using operating system 1 for the basic and existing busi-
ness, i.e. in classic production. Operating system 2 is used for new business areas that are currently
being set up and consist of small teams.

The aim here is to seize market opportunities quickly and implement them quickly and flexibly in
the form of a start-up mentality without hierarchical barriers.

As soon as the success and growth of these business units develops with the necessary fixed struc-
tures, they are transferred from operating system 2 to operating system 1.

Operating system 2 is also used in the agile, cross-departmental wor-
king groups that emerged from the Open Space and have been conti-
nued with many other topics and projects. Here, every employee can
participate independently, regardless of which system they work in.

Because it is only when employees work in both systems that both
operating systems benefit: The classic operating system stabilises
itself and receives innovative impetus, while the agile operating sys-
tem pursues creative new paths and receives support.
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