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With a systemic leadership approach, Management 4.0 provides the


guiding competence for viable learning organizations in complex


situations and environments.


Management 4.0 integrates an Agile Mindset, the universal principle of


self-organization as a governance guideline, and relevant work


techniques, for sustainable working models of the future.
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PREFACE


Perhaps you are familiar with the phrase: “Are you just residing or have you started to live? (Wohnst du noch oder lebst du schon?)“ If we interpret the message in this slogan within the context of “Agility”, it could be more freely interpreted as "Are you still just plodding on, or are you making sense of your life?"


The buzzwords “Agility, Agile or Agile Management” are often interpreted as miracle-workers.


But the number of different meanings attributed to these terms is immense: There are thousands of experts and tens of thousands of books and articles on what agile work actually is. And on the subject of agility, everyone is an expert – everyone knows how to do it best. But out of the thousands of experts and books, which ones are right? Or are all of the experts right? What is of importance? What do we need to know, so we can assess what is right in our own context?


There are those that suggest “unless you are sprinting all the time, you are too slow, and you are not agile”. Then there are others who argue that “if you are unsure of your product vision, then this is a sure way to make lots of mistakes”. Others place trusty old Lean and Kanban on a pedestal. And then there are those who assume complexity is responsible for everything. And if all else fails – it is a question of attitude as to whether one is agile or not. Last but not least, there are the pragmatists who have introduced the hybrid of - ‘do not throw away the old, but include something new’.


The “Agile Management” professional group of the GPM (German Association for Project Management e.V.) was founded to offer a deeper understanding of agility: our aim is to understand the need for a new kind of management, grounded on basic principles and free from pigeonholing.


Our vision “together with users, to establish cross-sectoral agile working models to deliver added value for the future” flows into an integral theory-practice framework: We believe that this framework includes a new mindset of agility, systemic thinking, an openness to welcome the ‘new’ as a friend, and the capability of retaining proven management tools.


When one starts to deal with the important things in life like love, truth or agility, then the picture tends to have as many facets as there are people. In discussing this topic, it becomes increasingly clear that it is not possible to give an operational definition of agility without including a context. – Hence this book has no chapter on "definition". What emerges though, are principles of agility (like natural laws) that hold concepts together. These principles are explainable and help in understanding the practice. They also help assess which expert ideas are useful and which are only useful in a particular context.


This book was conceived as a manual or "handbook" and ended up as a "brain book". It is full of concepts and principles – some rough and coarse – some fine polished. But all help to understand and put into practice the agile movement, and to ride this great wave without sinking!


Who should read this Book?


This book is written for anyone who is interested in agility or needs to be agile. It is for those who seek deeper knowledge about what keeps the agile world together. You can read it from the perspective of a top manager or decision maker who feels the urge to be more agile. But you can also take the book and just follow it from the perspective of a user.


What do you get?




	A systemic picture of agility – to enable you to analyze your system (your team, your department, your company or your business network) and identify fields of agile application and the specific need for agility.


	
The ingredients of an Agile Mindset – this allows you to transform your organization and develop an agile culture for your organization.


	The theoretical foundation of agile principles – so that you can really understand and assess the value of all the expert ideas for you and your organization. You will get the necessary skills to tailor organization specific agile frameworks without losing essential ingredients.


	Input for your own reflections – you will be capable of innovating agility and be ahead of the main stream.





The Principles behind the Book?


We illustrate the big picture of the concept of the book by roughly outlining the content of this book. This book is Release 2 of the Management 4.0 Handbook. In Release 2 we have omitted some of the content present in Release 1 and introduced new content. The new content is indicated by “new” in the header.


PART 1 FOUNDATION


In Part I FOUNDATION we start with an outline of one of the main drivers of complexity, the megatrend “digitization”, followed by a short analysis of the choice of the name “Management 4.0” for this book.


We then go on to explain the basic principles of Management 4.0:




	Management 4.0 as a new way of thinking


	the key principles of an Agile Mindset and the link to Management 4.0


	the relationship between agility and complexity


	the “definition” of hybrid (project) management


	the basics of self-organization


	the key principles of Scrum and Kanban agile frameworks from the perspective of Management 4.0


	
the principles of Leadership 4.0 - new


	Leadership 4.0 in digital networks - new


	the relationship between cybernetics and agility and how guidelines for the design of agile and fluid organizations are derived


	a reference model for Agile Organizations - new


	the relationship to lean management


	Agile PMO 4.0 - new





PART II BECOME AGILE AND STAY AGILE


In Part II BECOME AGILE AND STAY AGILE we start by describing the impact of agile working on human resource issues.


We outline the “Reliable and Ultimate Scrum” agile frameworks as examples of how agile principles can be applied, and give input to the discussion on agility and fixed price contracts.


In the chapter “Agile Scaling”, we outline the Scaled Agile Framework SAFe and the Critical Chain Project Management method.


PART III AGILE MANAGEMENT IN PRACTICE


Part III AGILE MANAGEMENT IN PRACTICE is devoted to practical examples of Management 4.0.


The Management 4.0 Handbook – Release 2: A Minimal Viable Product


One of the most important agile principles is to get feedback from customers as quickly as possible!


The book is not yet finished, and we still have enough material remaining for further releases – there is so much more to write and say. So much so, that it would be easy to keep working on the book for an infinite amount of time.


However, we believe that this first release – contains enough to be of value for you as reader. Your feedback is of great importance to us – it will help us to improve quickly!


We have created a product backlog on the next page, which contains the topics we have planned for the next release of the handbook. We intend to change the content and priorities of the topics depending on the feedback we receive from you.


So feel free - after reading the book – to discuss your ideas with us. You can contact us at: agile-management@gpm-ipma.de.


Nürnberg, February 2018


Alfred Oswald and Wolfram Müller
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PART I – FOUNDATION




1 Agile Management – Traditional Management has


reached its Limit


Author: Hubertus C. Tuczek


Summary: Digitization is changing the environmental conditions for management in a radical way. Increasing change dynamics combined with new business models cannot be handled using traditional management concepts. Common enterprise structures, which have been successful so far, are not flexible enough for these new challenges and have to undergo a fundamental transformation process. New approaches need to be designed according to Agile Management principles and individual solutions developed for every branch or company.


Key terms: Digitization, Changing Environmental Conditions, Disruptive Business Models, Traditional Management vs. Agile Management, Increasing Change Dynamics, Transformation Management


Digitization – a Game Changing Force


It is currently the number one topic: DIGITIZATION. We are living at the beginning of the next Kondratieff-cycle and everything around us is influenced by this new development. We are in the middle of a technological revolution, accompanied by economic, social and cultural change. What is happening?


After the major technical innovations of mechanization, electrification and automation, the Internet has initiated a development, characterized by rapid paradigm changes with uncertain outcome. The Internet is actually nothing new anymore, given that 25 years have passed since we started to surf the World Wide Web and connect with each other around the world. But today’s technology has reached a level of maturity, with its dynamics capturing our private and business life with breath-taking velocity. While in those early days, only IT-geeks would have placed orders on the Internet, today shopping online is commonplace. This has changed the structure of business trading dramatically. On the book market for example, there is no getting away from the Internet giant Amazon. Assisted by digital technology, such disruptive business changes do not happen over longer time frames, but gain momentum in an exponential manner. This poses great danger to companies from a strategical point of view, as business environments and conditions may change suddenly from day to day. The short response time required does not match the time frame, which is typically anticipated for the strategy process within companies.


What does this mean for the economy? The market capitalization of DAX-30 companies does not even add up to half of the stock-exchange price of the 30 most valuable companies in Silicon Valley - a tectonic shift of values. Additionally, studies carried out on the further value development of DAX-Companies do not generate confidence. Most companies in Germany, especially medium-sized businesses, were identified as having missed out on new trends. This is not a surprise, as such companies are typically led by "digital immigrants" who have written their success stories before the age of digital technology.


Is there a need for change in every industry or company? Or are there islands of consistency where the traditional way of doing business can continue into the next decades, retaining a successful share of the market?


In fact, the picture is not so black and white. As a business leader, you need to determine how your markets will develop, and therefore, subsequently, also your business model. There are companies like Kodak, which – an erstwhile dominant market leader in photographic supplies - was erased by the development of digitalization. Another example in the mobile phone sector is Nokia, which – despite being a market leader in its field – failed to understand and effectively react to the challenge of smart phones and their embedded App-logic. These dramatic examples show the need for top management to be able to foresee such disruptive changes, which in hindsight seem obvious, yet were not anticipated using traditional strategic corporate development processes.


A model has been developed to help identify potential drivers for exponential change dynamics. This model classifies businesses and companies according to 2 dimensions. One is the technical complexity of the products involved and the other is the social complexity of the organization and its customer relations.
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Figure 1-1: Industry Dynamics Classification matrix (IDC)





The industry dynamics classification as shown in Figure 1-1, suggests that a company positioned in the lower left corner of the matrix is characterized by low social complexity and products with low technical complexity. This can be referred to as a conventional industry. The more a company is exposed to social and technical complexity, the further the position of the company moves to the upper right corner of the matrix. Digitization is a driver for such increased complexity.


For example, if you look at a taxi company, you could call this a rather "conventional" business (see also Figure 1-2). You require a license and a certain number of available cars and drivers who are coordinated by telephone operators, who then book journey requests from passengers. With digitization the game changes. Uber Technology Inc. has become a ride-hailing giant with billions of dollars of revenue, by offering an Internet platform, which connects drivers and people looking for a ride. Technical complexity increases due to IT-platform technology, which is necessary as a base for this kind of business approach. Social complexity increases with the number of passengers and drivers, who need to be brought together and integrated with their individual needs, for successful implementation of the commercial transaction.
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Figure 1-2: Game changing dynamics for the taxi business





The worldwide growth potential of Uber's business model is staggering. In 2015 they doubled their revenue every six months, according to Uber’s Chief Executive Travis Kalanick. After only 7 years of existence on the market, the company is valued by investors at more than • 50 billion. These figures indicate the game changing dimensions of this new business model, which was made possible by the opportunities created by digitization. In the market of smaller local enterprises, a global player, the size of a large international corporation has suddenly emerged within just a few years.


Does this same logic apply to industries, where big global players dominate the market? Are they facing similar potentially disruptive changes in their business? Or is size a protective shield?


An apt illustrative example in this context is the automotive industry. A massive consolidation process over the past few years has resulted in a small number of globally relevant enterprises. Now digital technology is coming into play and is changing the industry focus from mechanical to one with more and more digital know-how. One force for this development is the concept of autonomous driving. The necessary hardware, such as sensors and control units, is currently available. The further maturation of the technology is controlled by smart software algorithms, which enable the vehicle to safely find its way in all traffic conditions, without driver interaction. Traditional car companies are finding themselves at a digital cross-roads, where they need to invest intensively in new digital competences, in order to manage the paradigm, change they are facing. This transformation not only refers to technical challenges, but to a change in leadership style, which is also required. The high level of dynamics in this new environment cannot be accommodated using traditional functional hierarchies, but requires agile structures, which are already familiar in innovative software companies.
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Figure 1-3: Game changing dynamics for the automotive industry





On the one hand, there are low-tech automotive companies, fulfilling the need for basic transportation and focus on developing countries. On the other hand, there are leading automotive companies, working on a variety of concepts to explore the potential of new business models. They are experimenting with car sharing enterprises, offer new emission-free powertrain options and are attempting to shape a new world of digital services around the vehicle industry. Meanwhile, new competitors have emerged in the automotive market whose core business is in the digital segment. Google is one example. They are developing the Google self-driving car, which can already be seen on the road as a prototype. They intend to bypass the hurdle of automotive market entry - the large sales and service organization, which has been necessary up until now - by having no intention of selling the car, but leasing it to customers for the time required. If a car develops a technical problem, it will simply be replaced by another car, with its repair being neither customer, nor time critical, for Google. This approach is also attractive for companies like Uber, who have already announced their intention to use self-driving cars for their ride-hailing business in the near future. It is not yet clear, who will win the race. But, it is a huge challenge for traditional car manufacturers, to transform their mechanically-based business into a digitally-integrated high-tech company.


The next stage of technological development in the automotive industry is already visible with prototype applications: 3D-Printing. With this, customers would purchase the design for a specific car and then have their individual car printed on demand.


Consequences for Management – What does the New Management Look Like?


In this environment of increasing dynamics with newly emerging business models, traditional management concepts are unable to react in a quick and flexible manner. Based on the division of labor, functional structures and optimizations, it creates a hurdle to exploring new potentials and shifting resources to innovative departures. If you take a close look at how projects often struggle to fight their way through the jungle of functional organizations, then you will understand the deficit of an approach built on technical expertise in more or less separated entities within a company. The managers of these units have been successful in their careers, as a result of strengthening the profile of their department, but not necessarily because they acted in the best interests of the business as a whole. It is often quite astonishing to see how seldom, operative problems seem to attract management attention in today’s large corporations, unless they impact on the tactical strategies of the manager involved. A more integrated approach is needed, to encourage management to focus on the total throughput of the company, rather than on the individual interests of single departments.


This is where Agile Management principles come into play. Agility stands for speed and flexibility. These characteristics are required from managers and their enterprises in a disruptive digital environment and its corresponding business models. But what exactly does this mean for operational management?


In the world of software development companies, in 2001, a guideline called the “Agile Manifesto” (see Figure 1-4) was written and distributed. It describes software development principles, which lead to more flexible and leaner software creation, in contrast to the traditional – and rather bureaucratic - software development process. The concept is based on the delegation of responsibilities, self-organization and incremental development steps, which allow a flexible response to customer needs. These principles can also be transferred to general management tasks. Their benefit lies in the fact, that there is already a great deal of experience available of using these principles with large software projects with many teams involved. This know-how can be transferred to management activities. In addition to having better quality of results and achieving defined goals more quickly, Agile Management has social benefits, as it subsequently increases job satisfaction. Values such as self-responsibility and self-organization result in individual fulfilment of employees and as a consequence lead to intrinsic motivation.
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Figure 1-4: Agile Manifesto (Beck et al. 2001)





So what can be done? How can large groups of people, who are supposed to achieve common goals, be best organized to become more effective overall?


In this context, what is extremely important is the difference between effectivity and efficiency. Today´s management concepts are mostly based on using organizations to their full capacity – or in other words making them efficient. A very different logic is applied, if the focus is on the throughput of an organization. As a consequence, employees are given more leeway to organize themselves and to define and achieve their goals. This fulfils a basic human need, increases motivation, fosters creativity and on top of that, provides more scope for individual development. The upshot for the company is that unused energy is freed up and the overall performance of the organization is boosted for better effectivity.


This is supported by social communication platform technology, which represents a new way of information exchange within a company, in addition to writing e-mails. All necessary information can be shared on a common platform between communities or virtual project teams. Activity streams collect relevant data for each individual user, so that there is quick and easy access. The embedded work flow is visible for everyone involved, which supports a transparent process. Status information can be commented on or enhanced online. Wikis, blogs and forums enable central availability of knowledge. Social platforms enable the introduction of a new way of entrepreneurial collaboration. The managers themselves are forced to give their input on these platforms too. This procedure enables teams in an organization to work autonomously, with the boss as a coach, rather than a manager who gives directions in the day-to-day business. Thus, smart and effective collaboration of all those who are able to contribute to successful realization of a specific objective, is introduced in a natural way.


It would be a fatal misunderstanding though, to see such an approach as an IT project. To achieve an effective transformation, using this type of smart collaboration, the company needs to bring about nothing less than a complete culture change. Management has to relinquish its monopoly on information ownership, which may be perceived as loss of power. In fact, if an operational base is more or less self-organized, then less hierarchical intervention is required. Of course management still retains responsibility for steering the company as a whole in the right direction, yet its role has changed. As coaches to cross-functional teams, they need to cooperate closely with management colleagues. It is necessary for management to collaborate, in order to eliminate bottlenecks for the teams, by focusing on the total throughput. There is no longer room for individual power play between departments, as all teams have cross-functional tasks.


On a strategic level, it is important that as much of the total knowledge of the company as possible is brought into the process of shaping the future of the enterprise. This leads away from the traditional top down approach and adds a bottom up dimension, which brings employees into play. By doing so, the operational experience of various facets of the business can be integrated to determine the way forward. Misinterpretation of business drivers can be reduced and new options can be generated. The use of social media enables the systematic collection of customer input and underlines the strategic direction.


Strategies can no longer be determined for 5 years and more. A variety of possible scenarios for strategies need to be defined. These are verified by indicators identified during the strategy process and which make a scenario more or less probable over the time. The direction determined upon needs to be followed consistently, yet according to the principles of agility, and sufficient checkpoints should be established, to question the validity of the chosen route in light of changing environmental conditions.


One critical core competence in enterprises is symbolized by the decision making process. In a digital mode, speed of decisions is the key to good performance. In Agile Project Management, where iterative tasks have a duration of four to six weeks, the decisions necessary for the team to be able to continue their work, need to be made within a day. If these decisions cannot be made on an operational level, then top management must be available for such decisions via a quick escalation mode. This is hard to envisage in today´s large, traditional corporations. It can sometimes take weeks, or even months, to obtain a slot in a board meeting for a decision, and even then it may be postponed due to other priorities. And there are many examples, where the decision-making authority in large corporations has been reduced to a few, or even one person, and has led to severe problems. An increase in speed for decision-making can only be achieved by delegating responsibilities.


In conclusion, the change or transformation of a company into becoming a leader in its field, in the new digital age, requires a new management approach (see Figure 1-5), which is described in the context of this book as Management 4.0.
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Figure 1-5: Transformation to the digital age by Management 4.0





The various chapters provide the reader with detailed information on how to implement agile and forward-orientated concepts to cope with future requirements in a digital world. It has to be understood, that as a first step, the culture of the company needs always to be addressed. The success of the transformation depends on a successful and enduring transformation of the company culture.
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Manifesto for Agile Software Development

We are uncovering better ways of developing software by doing it and helping
others do it. Through this work we have come to value:

Individuals and interactions over

Working software over
Customer collaboration over
Responding to change over

processes and tools
comprehensive documentation
contract negotiation

following a plan

That is, while there is value in the items on the right,
we value the items on the left more.






OEBPS/Images/27_1.jpg
Social
Complexity

Digital / )

Cross-line

P

Low Tech
Automotive
Companies

Technical
Complexity





OEBPS/Images/25_1.jpg
Social
Complexity

Taxi
Companies

Technical
Complexity





OEBPS/Images/24_1.jpg
Social
Complexity

=

Conventional
Industries

\

Technical
Complexity





OEBPS/Images/32_1.jpg
Social
Complexity

Conventional
Industries

Technical
Complexity





