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Wilhelm Goschy, COO, STAUFEN.AG

STUDY SUCCESS IN CHANGE

Dear Readers,

Many of you have known Staufen for years and appreciate us for
things such as our pragmatic nature. And like my colleagues, |
too feel drawn to your offices, production halls and development
labs — the very places where value is created. Some people see
this attitude as the ability to implement things effectively, but for
us, it is simply a matter of focusing on our clients.

And no matter how efficient a company becomes, it cannot af-
ford to forget that it needs to regularly reflect on its own actions;
it must critically examine positions it had always considered to

be positive and correct.



This study entitled "Success in change" was written to assist
businesses in taking this critical approach to corporate self-im-
age. To prepare the study, we spoke to over 650 top-tier manag-

ers at German companies.

At first glance, the title may be unclear: it might seem like a pure-
ly abstract and vague distinction as to whether the criteria for
success are in transition or whether transition was successfully
mastered. But the opposite is true. Our study and the Change
Readiness Index (CRI) that resulted are not some academic con-
struct that was reverse-engineered to conform with the status
quo. The purpose was to learn as much as possible about your
everyday work life in terms of one critical issue — the most im-
portant of all when it comes to the future: adaptability. It is the
key to responding appropriately to megatrends such as digitiza-

tion, individualization and globalization.

As Lean management consultants, we also want people to look
at themselves critically to see whether and to what extent our
work for you affects adaptability as a factor of your success.
Without wanting to spoil any of what awaits you in this brochure,
the study results are unequivocal: companies that have exten-
sively implemented Lean approaches and have already made
good progress towards becoming a teachable organization also
stand out because of their high adaptability.

This is why Professor Daniel T. Jones appeals to readers in the
interview he gave for this study (page 10): "Trust your employ-
ees and listen to them!" And he's right: direct communications
in good faith can inspire in people the desire for change, opti-
mization and the opportunities that can result. And those who
succeed at this task will also enjoy success in transition — both
as a company and personally.

Sincerely, Wilhelm Goschy, COO, STAUFEN.AG
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ADoUL
the study

BACKGROUND
AND
FRAMEWORK OF
THE STUDY

To create the German Change Readiness Index 2017, the cor-
porate consultant Staufen surveyed a total of 658 companies in
Germany about the topic of success in change. The survey was

conducted in the spring of 2017.
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MANAGERS

HAVE TO HAVE
THEIR FEET ON THE
GROUND

For quite some time already, simply layering digital approach-
es on top of existing structures or products has not been ef-
fective. Professor Daniel T. Jones, founder of the Lean Enter-
prise Academy and author of the Lean classics "The Machine
That Changed the World" and "Lean Thinking," pleads for com-
panies to free themselves of rigid structures and attitudes so
they can develop into teachable and adaptable organizations.
His plea to managers: "Trust your employees and listen to
them!"

10
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PROF. DANIEL T. JONES

Founder of the Lean Enterprise Academy, Co-author of
"The Machine That Changed the World"

Professor Jones, which characteristics does a future-ready
company need to have for Workplace 4.0?

All in all, | see three significant obstacles to successful change
management. Today's management structures detach strategy
and planning from what work is really like. That's a lethal ap-
proach. Traditional management is immersed in strategic and
planning activities, whereas the results themselves come from
implementing and executing these plans. The outcome: the man-

agers in power are at a remove from everyday work life at the



business, and when there are problems, they hire experts to solve
them. If you turn this scenario around, the criteria needed for
proper change readiness become obvious: an organization that is
ready to change has a management team that actively listens to
what its customers and employees have to say. Management has
to be integrated into the processes of development and design
just as much as itis in manufacturing and distribution. Successful
leaders have to have their feet on the ground, quite literally — the
ground of the shop floor.

You mentioned other obstacles?

On top of all of this, there's also the bureaucratization of compa-
nies. Every company creates its own bureaucratic system which
slows and immobilizes transformation. As a result, functional
silos develop, and they inherently resist change. And where this
leads can be observed at any company's headquarters. There
you will find very knowledgeable and intelligent people engaged
in dueling PowerPoints to defend their budgets. We have to win
these people over for transition, optimize their contribution to

the big picture, and fight the spread of this corporate contagion.

A company's change readiness emerges in different corpo-
rate areas. Where do you see significant points of leverage?
One important point is this business of relying on experts. In-
stead of getting feedback from their employees — the ones who
make the company's products and deal with manufacturing and
selling them every day — many managers only have faith in ex-
ternal expertise.

And customers are also overlooked on a regular basis. This is a
typical mentality for engineers: they think they know what's best
for the customer. And by the way, this attitude is very tradition-
ally German too. So what we have to do is work backward and
integrate everyone along the value chain. This is the only way we
can optimally get the next generation of products launched. The
responsibility of listening to people is something that cannot be
delegated away. If supervisors relinquish this responsibility, an or-

ganization starts to tread water, and everything remains as it was.

What sort of influence do the leadership culture and per-
sonnel development have on a company's ability to man-
age transitions?

The effects that leadership and personnel development have
here is enormous indeed. All of the research indicates that the
largest obstacle to change is our organizations themselves. The
real issue is not technical development feasibility, and it's not cus-
tomer acceptance either: it's about how we structure and manage
our organizations. The core element is the attitude of manage-
ment and its approach to solving problems. And that often does
not sync well with the demands of the digital age.

If all employees are responsible for improving their work, then
their abilities to do so have to be further developed — that much
is clear. Traditionally speaking, training takes place in a class-

room. But today's expertise has to be taught on the job, hands

on, by addressing specific problems. And this is why future-for-
ward companies desperately need an infrastructure for coaching
and mentoring. There is also a need for networks which link in-

house experts and their experience.

Lean management emphasizes routines and structured
processes. To what extent does this encourage organi-
zations to be agile? Or doesn't it discourage agility when
there is strict adherence to routines?

It is a widespread myth that standardization is the same thing as
inflexibility. | see this as a massive misunderstanding. This idea
applies to traditional approaches to management, since stan-
dardization is used here to exert control over employees: experts
dictate standards, and managers make certain that the shop floor
upholds them - no matter how. Many of today's companies still
regard their organization as a machine, and that has a severe im-
pact on change readiness. Taylor's tradition is still going strong in
the executive suites of many businesses. And that is exactly the

problem.

By contrast, Lean turns all of this around. If we transfer the re-
sponsibility for the front-line functions to the people who work
there, they will need a way to fulfill this task as well as they can.
That's what "standard" means in a Lean system. The point is to
handle the work within the team as well as possible and jointly
agree about what will be the best basis for improvement.

Where is the benefit for a company if everyone's trying to
implement change at the same time?

Whenever people take ownership of optimizing their own work
and determine the on-site standard themselves, they become
able to solve problems — and not just today's problems, either.
They become increasingly competent in handling tomorrow's
issues too. This is an important aspect of change fitness. Agility
needs to have a learning organization. As discussed, the issue of
having widespread blind faith in experts is a hot topic in Germany.
I'm not saying that experts are dispensable and we should get rid
of them. What matters to me is seeing the limits of depending
solely on experts.

When this happens, we throw away an opportunity to be creative
and pursue constant improvement. And that costs 85% of the ef-
fort we put into work. An organization which wants to survive in
this new era has to be able to see which problems are inhibiting
them or what has to be resolved from a technical perspective. The
Lean strategy develops learning organizations from the bottom
up, creating companies which can properly solve critical problems

faster than the competition.
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INCREASING
ADAPTABILITY -

A LOOK AT AN AGILE
ORGANIZATION

Willingness to undergo transition means looking beyond your
own four walls, exchanging information with others, and learn-
ing from others. Being willing to throw old principles overboard,
willing to embrace a radically new mentality. The concept of an
agile organization gives companies a number of ways to consid-
er the topic. Organizational specialist Weert Jacobsen-Kramer,
Senior Expert at Staufen, presents this concept. He highlights
four areas to document the differences between his approach
and traditional structures: World view, management mindset,

management tools and organizational models.

12 STUDY SUCCESS IN CHANGE

WEERT
JACOBSEN-KRAMER

Senior Expert, STAUFEN.AG

World view: moving away from command-and-control thinking
In traditional companies, executives assume that changes are
something to be managed, that people are to be changed. This
concept has its roots in a linear and mechanical world view de-
fined by command-and-control thinking. In that world, change
programs are implemented, optimization programs are launched,
management trainings are rolled out, and cost-reduction initia-
tives are approved. Does all of this seem incredibly familiar? Then
think outside the box and have a look at the other world.

The world view in agile companies does not categorize things in
terms of machines: it is inspired by nature, not by linear think-
ing. It permits entirely new perspectives and innovative solutions
to the daily challenges in leadership tasks. It sees a company as
a natural, living complex system. Here, people take action on
an autonomous basis and keep re-orienting themselves by be-
ing part of a constant feedback loop within a dynamic process.
Constant changes are part of this world in which self-organized
beings "drift" through their environment, structurally joined on
a temporary basis. When seen in this light, changes cannot be
"managed." The non-linear world view lets us create a leadership
culture in which the organization permits rapid learning. And the
speed with which we learn is the key competitive advantage in the

digital world: people who learn quickly can find custom-tailored



solutions to changes on the market faster than their competitors.
Managers in the agile world know that this process simply cannot
be precisely planned and monitored. But they can support the

framework that makes it possible to increase learning speed.

Management mindset: The classic role of the boss is changing
In an agile organization, the management role is completely re-
defined. The key elements of management are taken over by
self-organized teams, and in a company where practically every-
one takes on leadership, the traditional image of a boss or super-
visor shifts as well.

The cornerstone here is an entirely different management mind-
set. There has to be fundamental faith in employees. People are
seen as self-motivated and autonomous; they don't have to be
motivated or changed. Together, they develop positive targets
for the future which are meaningful. In each person's work, they
focus on their personal strengths, pursue professional develop-
ment and learn how to make the most of their full potential.

The core mindset of an agile organization is marked by a certain
insight: everyone has realized for themselves that they know
something different than the others. The goal is to link these dif-
ferent perspectives and points of view so that together they can
create something magnificent.

The process of learning is shaped by a culture of experimentation
in which new products are launched as early prototypes. The risk
of failure is seen as a given, and mistakes are seen as a chance
to keep developing. Research into the neuroscience of learning
shows us which prerequisites are important here, such as ap-
preciation, goodwill, having meaningful work, the opportunity to
contribute, challenges, direct feedback and constructively dealing
with mistakes. Agile organizations focus on creating this kind of
environment, which is the basis for generating really astonishing

management tools.

Management tools: throwing the tried-and-true over board
Agile companies develop new and more effective management
tools. These companies tend to use scrum or kanban for project
management — methods which are well-established and well-
known. But we can find interesting new tools in other areas of
management as well. For example, in agile companies, employees
are allowed to make all decisions themselves. Having a structured
process for decisions determines how employees can use this
complete freedom to make their own choices.

Another example is the goal-setting process. Here, targets are not
set jointly: the employee sets them independently. The key ques-
tion here is, "What do you think your contribution to our company
is for the next six months? What have you got planned?"

Organizational models: Dividing power

Agile organizations do without management hierarchies, since ev-
eryone there can take on management responsibility. Traditional
organizational forms become superfluous. In its structure, the ag-
ile company corresponds to that of a network with jointly divided
power. The org chart, which serves as a "family tree" in traditional
companies, is no longer relevant. Companies define themselves
by the roles and functions they fulfill, not by the power exerted in
management positions.

The cornerstone of this kind of collaborative effort comes from
a form of corporate governance which rules the way individual
functions interact. In the course of such corporate governance,
every employee can freely make decisions. There are no supervi-

sors who have to be asked permission.

Lean management and agility: how do the two fit together?

In an agile organization, transitions are a constant, natural and
automatic process. All of the employees detect new trends and
jointly find creative and unique responses. Every organizational
unit has the freedom to conduct new learning experiments and
share their findings with the entire organization.

But what is the role of Lean management here? In every compa-
ny - agile or not - there is a value stream where value is created,
and that is what the customer pays for. To this end, Lean man-
agement is an excellent method and a solid hypothesis. This is
especially true for companies which strongly link processes on a
cross-divisional basis. Here in particular, Lean management is the
prerequisite for achieving agility. After all, an agile company that
does not have a solid command of added-value processes does
not have any reason to exist.

At the same time, it is quite possible to envision parallel worlds
within one and the same company. For example, there can be
a lean-management world in production and an agile world in
product development. To make this happen, there has to be a
viable management culture at the company. Developing a culture
of leadership is thus both a key step along the path to a complete

Lean transformation as well as to an agile company structure.
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VIA
PLATFORMS

There are many megatrends preoccupying German compa-
nies. The majority of them see technological progress as the
greatest threat. And yet there are not strategies for effectively
facing these challenges.

Prof. Frank Piller explains why it is time for a profound tran-
sition with genuine innovations. He teaches at RWTH Aachen
University and is one of the leading German experts in inno-
vation management.

14  STUDY SUCCESS IN CHANGE
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PROF. DR.
FRANK PILLER

Technology and innovation management, RWTH Aachen

Markets and technologies are changing at an increasingly break-
neck pace. There is hardly a company that can afford to ignore
the innovation process if it wants to survive. Solidly established
businesses often have a difficult time launching really radical in-
novations. Regardless of their size or the cultural circle they be-
long to, they tend to pursue a different path and focus instead on
exploitation — on making sure that existing products and services
are leveraged more effectively. They tend to emphasize processes
and continuing improvement. The fact that both strategies lead to
such different outcomes can be clearly illustrated using the exam-
ple of two major companies in the photo industry. Despite a few
late efforts, Kodak never really managed to break into the digital
world, and ultimately the corporation had to close its doors. By
contrast, Fuji survived because it made the decision to take a rad-
ical step. Instead of focusing on a dying market, the Japanese film
manufacturers looked for a new area of activity that was already
accessible to them given their own technological competences.
Fuji found the solution to its problem by becoming a specialist
for coating technologies in cosmetics production - a successful
proactive strategy. Today, the business model of the former film
manufacturer is based on technology platforms which are used in

new and very different contexts.



Digital products allow for faster innovations than capital goods
Examples clearly illustrate that those who want to be successful in
the future often have no choice but to pursue transition. But how
do change processes take place in solidly established businesses?
As a general rule, transitions are a reactive response. People work
on their current business and wait to see how things develop.
This is the sort of strategy that Microsoft followed in terms of the
Internet, cloud computing and gaming. At first the company did
not take any action at all. Then, however, once the trend took
root, half of the entire development team was re-allocated to
these tasks within a few weeks. This is a convenient way to pro-
ceed - wait for more information and, by extension, more security
before taking up a new strategy at full speed.

Microsoft can only serve as a role model for German manufac-
turers to a very limited extent, however. The US corporation has
massive resources and operates in a field where innovation can
be put into practice much faster than in manufacturing. By con-
trast, it is much more difficult for an automotive manufacturer
to switch overnight from producing combustion motors to a
car-sharing model. Furthermore, in the software industry there
are much more agile structures: scrum processes are an integral
part of their work, and different tools benefit the way they and

their teams are organized.

Using reactive strategies plays into the hands of the disruptors
Being successful with purely reactive strategies will be difficult for
Germany's manufacturing companies in the future, because the
digital transformation is going to create major disruptions in in-
novation management. The more the added value of products is
determined by their digital component, the more the element of
disruption will dominate. That said, disruption should be seen as
a radical renewal in conjunction with a new business model. An
electric car, for example, is not a disruptive business model for an
automotive manufacturer, but a car-sharing concept is.

The future belongs to platforms — and that includes the industry
One significant innovation pattern in digital transformations is
platform-based business models such as iTunes, eBay and AirB-
nB. In these situations, a platform operator allows complementa-

ry service providers to do business very simply. An innovative app

developer can use the platform to handle sales, client relations,
distribution and marketing. Apple paved the way here. It was not
until the development environment for apps opened up that the
Californians were able to conquer the smartphone market. Initial-
ly, the products' technological hardware had little to offer in the
way of new options.

The software components were what gained traction on a
cross-industry basis. Correspondingly, the models of open tech-
nology platforms became more and more relevant for other
fields, such as mechanical engineering and car manufacturing.
Established businesses can benefit in different ways: for exam-
ple, by supplementing their products with platforms or by inte-
grating the platforms of third parties. With open innovation and
connectivity with other technology providers, companies gain the
innovative ability which might otherwise have been lacking within
their own four walls.

The greatest challenge is thus business models: systematically
developing them needs to become a much more focal topic in
innovation processes. After all, in the age of digital innovation, the
major issue more than ever is to shape the market innovatively
and proactively. The alternative is to attempt to survive on a reac-

tive and incremental basis.
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A RELAXED
APPROACH TO
INDUSTRY 4.0

In 2015, engineer and computer scientist Dr. Andreas Bihlmaier
went to Google in Silicon Valley for a robotics project. But de-
spite an attractive job offer, he returned to Germany to start
his own business: robodev GmbH. It produces flexible modules
that companies can use to expand their plants and automate
subprocesses. Now in his early thirties, Bihimaier learned a lot
of lessons from the Silicon Valley mentality. He advises German

companies to focus on their own strengths.
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DR. ANDREAS
BIHLMAIER

CEO, robodev GmbH

You know German mid-sized enterprises and Silicon Val-
ley. What do companies there do differently, and what can
German manufacturers learn from them?

The most important difference is that people in Silicon Valley
get down to business faster. If a German company wants to try
something new, they first hold meetings to discuss all of the pros
and cons at length. And at the end of all of that, the decision is
usually postponed. In Silicon Valley, people just try out the new
approach. After a certain amount of time, the colleagues sit down
together, look at their practical experiences, and decide what the

next steps will be.

What lessons did you take back to Germany with you?

In Silicon Valley, companies have a fundamental sense of trust in
their employees. Within certain limits, employees can make their
own decisions about budgets and don't need to go get their su-
pervisors' approval every time. At Google, they say to themselves
that administrative expenses should not end up costing more
than a potential employee mistake might.

In other words, employees are allowed to make independent de-
cisions to a much greater degree than in Germany. But they also
have to assume responsibility for these decisions.



In Silicon Valley they intensely focus on digital business
models and are very successful with this approach. Do
companies in Germany have to become digital as well to
survive in the future?

German businesses should not make the mistake of trying to di-
rectly take over everything that makes its way here from Silicon
Valley. We are not going to be able to beat companies like Google
or Facebook at their own game. And we shouldn't even try.

Our strengths lie elsewhere. Silicon Valley companies have a solid
command of IT and B2C business. By contrast, German compa-
nies' core competences tend to be in the field of physical prod-
ucts, especially in mechanical engineering, and in the B2B sector.
And German companies should never lose sight of this. They can-
not afford to make the mistake of focusing exclusively on digiti-
zation and then leaving hardware development to the Chinese.

From the perspective of someone who knows both worlds,
what can you recommend to German companies?

They should leverage their strengths and expand to include new
elements. Other countries also have companies that build good
motors. But the German industry can hold its own against inex-
pensive competition from overseas if they offer solutions with a
genuine added value. One example could be a service that lets
customers test their car's engine remotely. However, they can-
not lose sight of the fact that their main priority is constructing
engines, not the added digital service. Companies should apply
digitization to their core business, not try to set up an entirely new
business. If they are not at the pole position and try to launch into
an unfamiliar field, they will not make it.

As a start-up that focuses equally on hardware and soft-
ware, which mistakes do you have to avoid in this trans-
formation?

Many companies create an IT department and encapsulate it from
their core business. But interdisciplinary collaboration is one of
the major strengths of German companies. In Silicon Valley you
are certainly not going to find a business where mechanical en-

gineers, electrical engineers and production planners join forces
the way they do here. Companies have to succeed in integrating
their IT experts into these interdisciplinary teams. And for this to
happen, the experts have to be together on site.

It might sound unbelievable, but Google is a real role model here.
It earns its money with digital services and theoretically could link
in all of its employees from their home offices. But there are still
over 20,000 people working at their headquarters in Mountain

View. Nothing can replace this direct interaction.

Many mid-sized companies have massive problems find-
ing skilled workers who can support them in digitization,
especially in rural areas. Where are all of these IT experts
supposed to come from?

My recommendation for businesses: they should work with start-
ups, especially in the field of automation. Both sides benefit that
way. In Germany, there are a lot of support programs, but there
are not nearly enough resources, especially in the engineering
sector.

To develop hardware components, start-ups need equipment
and a factory hall. This is where manufacturers can get involved,
since most of them are not producing at full capacity. In return,
start-ups can support them in areas such as product develop-
ment or by making them stakeholders. A collaborative endeavor
could take many different forms. The partners just have to find
some sort of organizational framework which takes the needs of

both parties into account.
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Everyone knows we're facing major
transitions, but whether and how
these unknown factors will affect our
company is a topic where estimates
and opinions are highly divergent.



Megatrends
and
fransition

THE VIEW

OF THE FUTURE
IS NOT IN CLEAR

FOCUS

What will the future bring? Which factors will influence how we do
business and take action tomorrow? How well-prepared do com-
panies — including their management tiers and employees — feel

about potential changes?

If you want to know how able a business is to cope with transi-
tions, you first have to determine how relevant it sees the need
for change. An initial look at the mood in the companies we surve-
yed shows that people often have very unclear ideas about future

developments and the challenges that they will pose.

STUDY SUCCESS IN CHANGE 19



5%

feel insecure about
megatrends

AN ENTIRE MOUNTAIN RANGE

OF CHALLENGES

Every era has certain issues to face. Nowadays, corporate players
are confronted by numerous megatrends which have a major im-
pact on the actions and development of their organization. Itis no
longer enough to concentrate completely on a single topic. Those
who want to be successful in the future have to focus their sights

on several things at once.

90% of those surveyed perceive the digital transformation as an
important challenge. The vast majority (76%) also anticipates that
they will be put to the test by the increasing customization of
goods and services. But even familiar issues such as globalization
and demographic shifts are keeping companies on their toes. At
the same time, the move towards becoming a knowledge-based
society is something preoccupying them, and so are geopolitical
developments, which sometimes come as a surprise.

20  STUDY SUCCESS IN CHANGE

The concerns about what lies ahead are correspondingly large:
nearly half of the 658 companies Staufen spoke with, 45%, feel
apprehensive due to the extensive and wide-reaching changes

occurring around them.



The greatest challenges companies face are as follows.
Mean values on a scale of

0 = no challenge to

3 = major challenge

Development into Demographic

shifts

Technological
a knowledge-based progress

society (e.g. digitization)

THE BIGGER
THE COMPANY,

Increasing Economic Geopolitical

customization of globalization developments and

goods and services upheaval

1
!
1
1
1
'
'
1
'
'
|
'
1
!
'
1
i
1
'
1
1
1
!
1
1
1
1
'
1
1
1
1
1
1
1
1
1
1
1
'
1

'
'
1
1
1
'
'
1
1
'
1
1
1
'
'
i
1
1
'
i
1
1
'
1
1
1
1
1
i
1
1
'
1
1
1
!
1
'
'
1
1

THE GREATER
THE UNCERTAINTY.

The extent to which people feel insecurity about the future varies
in correlation to the size of their company companies with sales
of over one billion euros per year feel the impact of megatrends
much more clearly than companies with annual sales of less than
50 million euros. The agility of smaller companies appears to in-
fluence people's perspectives.

An analysis done on an industry-by-industry basis indicates that
no one is impervious to these developments. As the leading in-
dustry in Germany, the automotive sector experiences the impact
more than any other. Both the perceived transitions and the an-
ticipated ones are somewhat greater here than in other fields.
With their proximity to their clients and the major competitive
pressure they are exposed to around the globe, automotive man-
ufacturers are paying special attention to these developments
and have a clear vision of the tasks awaiting them. Nearly half of
those surveyed in the field stated that they felt very or extremely

uncertain about facing these challenges.
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OPINIONS ARE DIVIDED
ABOUT DISRUPTION

Two-thirds of those queried expect that there will be disruption in
individual products or services their companies provide. Four in
ten even said that they are questioning their entire business mod-
el. They cannot rule out the possibility that their companies might
be forced out of the market due to disruptive innovators. Hearing
these statistics makes your ears perk up. They reflect how seri-
ously businesses are taking these developments. The self-con-
fidence of many tradition-rich German companies is yielding to
a sense of uncertainty. And respondents even tend to rate the
future viability of their own industry as a whole with a bit more

skepticism than that of their own company.

To what extent do you anticipate a disruptive threat to ...?

B major threat [ moderate threat [ minor threat [ nothreat

your industry 9 % 40 % 48 % 3%

your company as a whole  [Si) 35% 56 % 4%

individual products /

services of your company U

17 % 51 % 31%

0% 20% 40 % 60 % 80 % 100 %

HALF OF ALL RESPONDENTS SEE A THREAT TO THEIR INDUSTRY

PESSIMISM
OR PRAGMATISM?

Automotive manufacturers see their own situation in a particular-
ly critical light. Specific competitive conditions as well as ongoing
developments have heightened people's awareness of the situa-
tion. Nearly half of all companies see disruption as a threat. Two-
thirds fear dramatic effects on their industry, and 75% are pessi-
mistic about individual products and services in their portfolio.
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your industry

your company as a whole

individual products /
services of your company

Mechanical and plant engineering Automotive industry

major and moderate threat

48 %

65 %
| 48% .
37%
67 %
0% 20% 40 % 60 %

THE GREATEST UPHEAVAL IS ANTICIPATED IN THE AUTOMOTIVE INDUSTRY

your industry

your company as a whole

individual products /
services of your company

Other manufacturing sectors such as mechanical and plant engi-
neering or the electrical industry have indicated a greater sense
of confidence. Concerns about disruption in these industries fo-
cus more on individual products and services than on the indus-
try as a whole.

An analysis based on company size confirms the aforementioned
findings once again: the larger the company, the greater the risk is
perceived to be. Economic heavyweights with annual sales of over
one billion euros are the ones least convinced of the viability of
their products and services. Eight of ten managers in these fields
assume that the risk of a disruption is great. Smaller companies
look to the future with a much more optimistic perspective.

I over €1 billion in sales [ up to €49 million in sales

major and moderate threat

58 %

36 %

0% 20% 40 % 60 %

LARGER COMPANIES PERCEIVE A GREATER THREAT THAN SMALLER ONES

80 %

80 %

Electrical industry

100 %

100 %
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There is a clear-cut need for a status
report on the topic of adaptability.
After all, people are more willing

to prepare specifically for the
challenges of tomorrow if the status
guo can be pithily expressed in a
single parameter.



[e

[naex

TRANSITION
AS EXPRESSED

nange Readiness

IN ONE DATA POINT

Which factors determine success or failure, the good and bad
of turbulent times? How can companies arm themselves for a
future in which they have to face the unknown? In other words,
what do companies have to pay attention to if they want to make
themselves and their employees ready for transition?

Staufen's Change Readiness Index (CRI) translates complex
contexts and multi-faceted information into a comprehensible
value. The Index uses four categories — structures, processes,
leadership and corporate culture, and employees / qualifica-
tions — to measure the extent to which German manufacturers
are truly able to keep up with the tempo of the dynamic world

around us.
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CHANGE FROM THE INSIDE OUT

More and more, companies want to make specific plans that will
prepare them for an uncertain future. A large number of those
surveyed are compelled by the conviction that they will not be
able to avoid transition. A growing number of businesses is not
only turning to external expertise to master transitions; they are
also enabling people within their own ranks to cope with these
changes. Wherever changes are professionally managed, it be-

comes clear that transition is not a thing that can be delegated

0.4

Employees and qualifications
Knowledge building

Having a diverse staff

Being open to transition

Promoting talents

away. Change happens from the inside out and always affects
the heart and soul of a company as well. This is where the prepa-

ration for coping with turbulent times takes place.

In companies, the success factors for transitions come in many
shapes and sizes. Structurally speaking, they may manifest in
things such as joint visions, cooperative collaboration, client ori-

entation or agile organizational forms.

1
ol
4 .
1 Structure
A client-oriented approach

A cooperative work environment

Jointly living up to visions

S S

Agile organizational forms

THE SUCCESS

FACTORSIN A

TRANSITION

5.5

Leadership and
corporate culture

Pioneering spirit

Positive culture of handling mistakes
Living up to values

Trust in employees

Personal responsibility
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0.2

Processes

Regular monitoring
Constant adjustment
Structured processes
Flexibility

Lean — no interfaces



THE ART

OF CHANGE

The adaptability of a company is influenced by different issues. UI-
timately, the art of change is a colorful mosaic which allows a clear
picture to result from the perfect interplay of countless little tiles.
In addition to processes and structures, people are really what de-
termine how much a company is ready to adapt. Employees have
to have the right attitude and proper qualifications to handle work
in the future. The art here is to qualify employees to perform tasks
we do not yet know anything about.

Corporate and leadership culture is a topic that both theorists as
well as consultants and researchers regard as potentially the most
important category here. Managers can face tomorrow's challeng-
es with confidence if they know certain things: if they know that
employees feel a bond to each other in everyday work, if a com-
mon vision of the future prevails throughout the company, if their
jointly coordinated communication policies are an integral part of
daily life, and if they know "their people" with all of their strengths

and weaknesses.
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.1
Structures
for transformation

Describing a company's in-house organizational structures and
having the necessary critical self-awareness are a first step that
a business must take towards training its sights on achieving the
prerequisites for high adaptability. Many companies have a good
baseline position: 69% of those surveyed feature flat hierarchies,
and two-thirds regard themselves as learning organizations which
pursue continuous optimization and systematic approaches to
problem solving. Methods such as kata, CIP or A3 are well-estab-

lished and are taken seriously.

A comparable number of companies are strongly focused on in-
novation. 57% stated that their in-house structures were flexible

and adaptable.

'l cannot foresee serious opportunities

for classic MSEs to manage the challenges
of I 4.0 by themselves. As a result, I think
joining forces with larger leading companies
and associations is essential here."

Viktor Steiner, Head of Technology, Fritz Kuebler GmbH
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What defines your corporate structures?

Flat hierarchies define our company

Our business is a learning organization which is
designed for continuous improvement and
systematic problem solving [...]

Our company is heavily oriented
towards innovation

The organizational structures at our company
are flexible and adaptable

Changes are generally mandated from above

Our company is more inwardly directed and not
open to much external input

CHANGES ARE STILL GENERALLY
MANDATED FROM ABOVE

"applies" and "mostly applies"

69 %

67 %

66 %

57 %

70 %

35%

What might look at first glance like acceptable findings can be
misleading: around a third of those surveyed felt trapped in hier-
archical structures, a rigid corporate philosophy and a weak abil-
ity to renew from within. 43% state that their own structures lack
flexibility and adaptability.

Despite well-established flat hierarchies, 70% of the companies
indicated that changes were mandated from above. Leadership
thus is and remains a central factor in the success of a transi-
tion. Around a third of the companies in the survey described
themselves as being rather "introverted" in nature and not very
open to external input. This is not a good baseline situation
for finding reliable orientation in this turbulent time of short-

lived developments.
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A FACTOR WITH DEVELOPMENT POTENTIAL  All in all, the manufacturers that took part in the study consid-
er themselves to be in good shape when it comes to the topic
of change. Nevertheless, their self-image as documented in the
study indicates that there is still plenty of room to grow in terms

of a number of structural factors.

Managers view their company's orientation towards clients as
quite strong, and a comparable number also see change as an
opportunity. Those surveyed showed a minor trend towards flex-
ibility — ranging between silo mentality and a cooperative work
environment, between decisions made in context and consis-
tent adherence to plans — but there is still clearly room for im-
provement. A tendency to remain frozen in place is more or less
encouraged by the bureaucratic structures which many cited at
their companies.

Please try to describe your company
using the following word pairs:

O
o}
q

e}
O

Product-oriented O A client-oriented approach

A cooperative
work environment

O
o}
q

e}
O

Silo mentality ©

o
Q
Q
Q
o

Changeis athreat O Change is an opportunity

unbureaucratic

(@)
(@)
q

(@)
o

bureaucratic O

Clings to plans O O O O O O Takes action in context
1 2 3 4 5 6
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THE OUTSIDE WORLD AS A SOURCE OF INSPIRATION A company's structural change readiness can also be seen in its
contacts to the world beyond the walls of its production plant. A
big-picture view helps pave the way for the willingness to change,
as does deliberately designing the necessary in-house framework.
Six in ten companies have already established constructive rela-
tions with suppliers and clients, whereas another 28% are in the
process of doing so. The manufacturers in the survey showed an
extreme degree of maturity here. Half of the companies have sys-
tematically generated links to external partners such as scientific
institutes, competitors or industrial associations. And 42% turn
to external sources of inspiration such as learning expeditions,
BestPractice excursions or network events.

'To what extent does your company have

B already successfully [T currently being [ planned [ non-existent
implemented established

a constructive working relationship

. : 61 % 28 % 8% 3%
with suppliers and customers

a structured working relationship with

50 % 29% 1% 10%
other external partners [...] ‘ ; :

interest in seeing the big picture [...] 42 % 33 % 15 % 10 %

time for an open exchange of ideas ‘ ‘ ‘ ‘
(employees / managers) outside of 33 % 31% 13% 23 %
daily business : : : :

a flexible work environment 29 % 34 % 19% 18 %

platforms for thinking outside the box

- 18 % 24 % 16 % 42 %
(e.g. creativity forums) ‘

some kind of trend or change radar 16 % 26 % 18% 40 %

0% 20% 40% 60 % 80 % 100 %
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NOT ENOUGH SPACE FOR THINKING OUTSIDE THE BOX

Inspiration that comes from outside sources may certainly put to
use, but in-house space for creative thinking is still sorely lacking.
Daily business keeps employees and managers on their toes: only
a third of the companies surveyed give their employees additional
time to engage in an open discussion outside of their everyday
tasks. Another third is currently creating these kinds of structures.
The process of establishing flexible work environments is devel-
oping in a similarly protracted fashion: Whereas almost a third
has implemented specific projects to make this happen, around
half are still in the planning process or initial phases.

ORIENTATION CREATES CONFIDENCE

The question about structures that are compatible with transition
clearly shows that overall, most of the companies polled feel rel-
atively well prepared for the challenges ahead.

Nearly three-quarters of these companies say they are actively
developing their adaptability. 69% rely upon a strong common vi-
sion in terms of the future and the purpose of their organization.

Specific platforms where employees are encouraged to engage
in creative thinking have only been established in under a fifth
of these companies, and 42% classify these seeds of change as
non-existent. The situation is similar in terms of structured trend
analysis and change-tracking systems: only 40% have the corre-
sponding programs or are creating them. Just as many companies
are wandering around in the dark without barely any orientation

at all when it comes to their future plans.

However, nearly a third have either no such point of common
orientation or only a weak one.

Beyond that, two in three companies state that they systemati-
cally track relevant information to separate the wheat from the
chaff. Two-thirds of companies are thus convinced that they set

clear priorities and communicate transparently.

To what extent are you prepared for future challenges in terms

of your corporate structure?

We actively develop the adaptability of our company

We are linked by a strong common vision that
indicates which way our path will lead us

We systematically sort through the vast expanse of
information to determine what topics are important to us

We set clear priorities and communicate transparently

32 STUDY SUCCESS IN CHANGE

"applies" and "mostly applies"

72%

69 %

69 %

68 %



"Thinking and acting as part of
value-chain networks

— even on a cross-company basis —
will be the major challenge for the
sustainability of the German economy."
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0.7

Processes

34

THE VALUE OF STRUCTURED FLEXIBILITY

Process-oriented thinking is a phenomenon that has long since
made its way into Germany's industrial fields. Many companies at
all points along the value chain intensively document and define
their processes.

But to survive transitions, companies need to do more than me-
ticulously adhere to their procedures. The agility that is needed
to act successfully in an uncertain future results from numerous
process parameters. Adaptable companies are flexible yet struc-
tured: they are lean and have no unnecessary interfaces. Above
all, however, they remain in flux: they undergo a regular review of
their processes and constantly adapt them to new circumstances.

"A company's in-house processes and organizational
forms have to remain flexible and be able to follow
market developments at top speed. This is the only way

to stay close to customers effectively."

Marcel Fackert, Director of Process and Organizational Excellence, Linde Material Handling GmbH

STUDY SUCCESS IN CHANGE

STRONG STATUS QUO BUT WEAKER PERSPECTIVES

Four-fifths of the companies in the study indicated that their pro-
cesses were transparently documented and the corresponding
responsibilities were clearly defined. 69% systematically adjusted
their approach to current developments and regularly reviewed
their processes.

Nevertheless, many were not completely convinced that their
processes would be viable in the future: only 60% thought them
to be flexible. Even fewer companies have taken a critical look at
how well their established procedures are able to manage future

challenges.



Please describe the status quo of the processes in your company

based on the following questions.

Are your processes transparently documented?

Are the responsibilities for your processes
unequivocally defined?

Are your processes regularly reviewed?

Are your processes flexible?

Have your processes been reviewed with regard
to future challenges?

LEAN PROCESSES, SENSITIVE INTERFACES

"yes" and "mostly"

81 %

81 %

69 %

60 %

56 %

The collaborative approach works within teams: three in four
companies minimize the damage done by friction as much as pos-
sible. Furthermore, 70% stated that their processes are designed
to be lean, and a nearly comparable number focuses on ensuring
that the approved procedures were consistently maintained.

So does that mean everything is all right? No, because wherever
things become more complex — at the interfaces between de-
partments and to the outside world — the situation gets trickier.
Many companies appear to be overwhelmed when it comes to
successfully implementing these processes, since 42% of them
forgo paying any special attention to how their interfaces func-
tion. In doing so, they are willing to accept losses due to friction,

and they end up promoting a silo mentality in their office.
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What mentality forms the foundation of the processes
at your company?

"applies" and "mostly applies"

We reduce friction within teams

. 74 %
as much as possible .

We design our processes to be lean 70 %

We adhere to our processes 68 %

We focus special attention on functioning interfaces 58 %

"The greatest challenge is to keep calm and design processes
to start out as simple and lean as possible before they

are digitized. If you're dealing with an intersection where
traffic is heavy, you don't need to begin by building a
complex system: a roundabout is usually enough.”

Dr. Christian Hinsel, Vice President, Hirschvogel Automotive Group
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To what extent do you focus on striking a balance between

dynamism and routine?

We manage complexity with the appropriate instruments
and continuously develop them

We are able to expedite processes effectively

We can move innovations forward systematically
and routinely

Our risk-management system continuously
safeguards our processes

There is structure to our creative processes

WEAKNESSES BETWEEN DYNAMISM AND ROUTINE

"applies" and "mostly applies"

69 %

68 %

61%

56 %

46 %

In-many manufacturing companies, managing complexity and
dynamism is part of everyday work, as is using the appropriate
instruments to achieve this balance. The toolbox of standardiza-
tion, modularization, platforms and components is continuous-
ly optimized. 69% of those surveyed see themselves as being in
good shape in this regard, and they are equally able to handle
processes expediently. This gives rise to a feeling of security: only
around half of companies work with risk management to secure
their processes on an ongoing basis.

The results also show that nearly four in ten companies have not
yet managed to move innovations forward in a systematic and
routine manner. This means that they are failing to make effective
use of the development potential that is present. Furthermore,
not even half of them use clearly defined instruments and struc-

tures when it comes to their creative processes.
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THE AGENDA IS CLEAR  The desire to counteract the complexity and high rate of change
in our world today is great. But to what extent do organizations
really succeed in adapting their processes to change? The results
are mixed: 64% said that they were between good and excellent
at setting their course for the future. But a solid third of them felt
that they had fallen behind.

To what extent do you manage to adapt your processes to change?

very well 5 %

well 69 %

0
64 /O think that they are
adapting their processes to change

well or very well
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0.3
[Leadership and
corporate culture

THE IN-HOUSE CHANGE READINESS PROGRAM

Structures and processes create the foundation for dealing with
change. As a complement to that, a company's management style
and corporate culture along with how employees are developed
and trained are all factors that determine what in-house program

it will apply to facing transitions.

After all, if a pioneering spirit and a sense of personal responsibility
set the tone, people will look to the future with confidence. Their
morale will be further boosted by a positive way of dealing with mis-
takes and by values that people uphold and live by. Both of these
encourage people, and in turn they approach new things with con-

fidence — in themselves, their managers and the entire business.

A TRADITIONAL INTERPRETATION OF MANAGEMENT
STILL PERSISTS

The prevailing leadership and performance culture of a company
can be seen through a variety of different indicators. In our study,
two-thirds of companies rely upon target agreements and remu-
neration systems that are primarily classic KPI-based approaches.
Management positions are also predominantly filled by in-house
hires at a comparable number of companies. This ensures that
candidates have solid knowledge of the company, but at the same
time it limits the ability to exchange ideas and reduces the oppor-
tunities for a fresh perspective.
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What sort of leadership and performance culture is prevalent

at your company?

Our target agreements and remuneration systems
are primarily KPI-based

We mostly fill our management positions with
in-house hires

Here, the traditional image of a manager as the
boss is the prevalent one

Our feedback culture is more of a dictated ritual
than a culture of active communication

The question about management styles reveals a variety of differ-
ent philosophies: in half of these companies, the traditional image
of a manager as the boss is the prevalent one. By contrast, 48%
organize their management in keeping with a newer understand-
ing of leadership. This also includes regular feedback to employ-
ees, and in 60% of the companies, this is part of a dynamic com-

munication culture and is not a mere ritual imposed from above.

"applies" and "mostly applies"

66 %

66 %

52 %

39 %
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ON VALUES AND MISTAKES

In light of the different attitudes towards management, the ques-
tion arises as to the corporate culture as a whole. Respondents'
answers tended to represent the middle of the field: companies
are currently unable to position themselves clearly, fluctuating
between a conservative basic attitude and a pioneering spirit, be-
tween monitoring and trust in their employees. At the same time,
the top managers we spoke with expressed a quite self-critical
view which shows that structuring a corporate culture is a truly

Herculean task.

When it comes to dealing with mistakes, a slight tendency can
be noted towards a new positive culture, but at the same time, a
solid third of them still focus mainly on blame-seeking. Those sur-
veyed clearly oriented themselves towards the core philosophical
elements of their companies: the majority said that values were
upheld at their businesses. A sense of personal responsibility was
comparably well-pronounced, and a feeling of being remote-con-

trolled only occurred in one of three.

How would you describe your corporate culture in general?

(expressed as the mean)

(@)
(@)

Pioneering spirit

Positive culture

of handling mistakes

(;@ Q 3. Q
Q
O

(o)
O

Values are lived daily

(e}
O

Trust in employees

already successfully

e@ o}
Q
O

Conservative = =
basic attitude  © e e
Concentrates on = =
assigning blame © e e

Values only exist
. O O O

in theory
Monitoring O O O
Personal responsibility O O O
1 2 3
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GOOD MANAGEMENT NEEDS ENCOURAGEMENT

There can be no doubt that management plays a key role, if not
the most critical role of all, in the adaptability of companies. What
is even more interesting, however, is learning how good manage-

ment is specifically encouraged.

In nearly half of the companies surveyed, shop floor management
has been implemented, and a quarter are still in the process of
establishing the appropriate Lean systems. At the same time, 20%
stated that this tried-and-true industry tool was not existent at
their company. Programs for systematically offering managers
professional development are present in comparable numbers.
It belongs to the corporate repertoire for some 40%, and it is be-
ing implemented or planned in approximately the same number

of companies.

By contrast, companies have a more difficult time establishing in-
dividual programs for managers, such as coaching or supervision.
Only 37% have successfully set up the corresponding instruments,
and another third are still in the planning or implementation
phase. Yet 20% say that this issue is not a topic at their company
whatsoever. Another point of concern is that even though there
have been complaints for years that there is a shortage of skilled
labor, only 28% work with instruments of effective succession
planning, and another third is still currently creating some sort
of system along these lines. One in five companies have noth-
ing in place at all. It thus comes as no surprise that one in three
companies has major difficulties filling management positions.
Something else that makes companies increasingly unattractive
to top hires is an outdated attitude about careers and the lack of
balance between different generations and their respective life

goals and perspectives.

How is good leadership encouraged at your company?
What instruments have you used to achieve this?

B already successfully [ currently being [ planned [ non-existent
implemented established
Implementing shop floor management 46 % 25% 11 % 18 %
A program for systematically offerin
. - y 2 41 31% 1% 17%
managers professional development
Coaching or supervision
for managers 37 % 27 % 15% AR
Effective succession planning for
o 28 % 33% 19% 20%
management positions
0% 20% 40 % 60 % 80 %
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Where are the current challenges you face in terms
of your leadership and corporate culture?

We have a hard time anchoring management forms
that support transitions in our company

At our company, different generations clash with their
attitudes, abilities and life goals

An outdated understanding of management and
careers is prevalent at our company

We have major problems filling
management positions

GUIDELINES FOR WORKING TOGETHER
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"applies" and "mostly applies"

51 %

49 %

34 %

33%

As our findings have shown, many companies have a truly am-
bivalent attitude towards the topic of leadership and corporate
culture. Despite having a certain access to tools such as coach-
ing and supervision, nearly half of those surveyed have a diffi-
cult time anchoring forms of leadership which support transition
management. Whereas many companies still show hesitation
towards instruments like mentoring, management tandems and
discussion forums, half of them still express an affinity towards
these sorts of options. At the same time, 34% indicate that at
their company, an outdated understanding of management and

careers is prevalent.

In keeping with the preferred approach of filling positions with in-
ternal candidates, two-thirds have no difficulties finding in-house
hires for jobs with major responsibilities. But no matter whether
they are dealing with people from inside or outside of their own
ranks, half of the companies see a special challenge in cross-gen-
erational cooperation.



"People make the difference. And people need support
when it comes to accepting changes.

Integrating employees, proper communications and,
above all, taking adequate time are deciding

factors in my eyes as far as being able to implement
changes successfully and sustainably.




0.4
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nmployees and

qualifications

KNOWLEDGE AND THE WILL TO CHANGE

In the mid-term future, the global phenomenon of digitization will
redefine the role of people in the work force. The notion that ma-
chines will replace the human stake in corporate success is long
since outdated. Instead, people now assume that human-machine

collaboration will take place hand in hand.

As the working world changes, employees must change along with
it and prepare themselves for tomorrow’s tasks. Shaping this devel-
opment is a prerequisite to effective transformation, and this is all
the more true since entire professions, business organizations and

communication structures will change.

Preparing employees is a multi-facetted process. The cornerstone
is knowledge building and training. But the inner attitude has to be
right as well: without openness to new things and the willingness to

blaze new trails, a company will stagnate.

OPENNESS AND HUMILITY IN LIGHT OF THEIR TASK

The good news first: 78% of companies surveyed declared that
there was a high or even very high willingness among employees
to face the new tasks that the future would bring. Three-quarters
also describe the employees at their company as being very di-
verse. A variety of qualifications, talents, professional experiences
and personalities offer a rich portfolio from which employees can
choose with an eye to future tasks. And indeed, 69% of employees
are open to modern management practices with the correspond-
ing instruments and convictions.



The bad news? Only 37% state that their employees are ade-
quately knowledgeable — despite the fact that the employees
are motivated and have multifaceted talents, and even though In-
dustry 4.0, digitization and internationalization have been widely
discussed topics for quite some time. One possible explanation
is that companies’ growing awareness of these areas seems to
make managers realize that these issues have to be addressed

more urgently than ever.

How well are the employees at your company

prepared for Workplace 4.0?

Willingness to face new tasks

A highly diverse staff with a variety of
qualifications, talents, professional experiences
and personalities

Employee openness to the instruments and
strategies of modern management practices

Up-to-date knowledge of topics such as Industry 4.0,
digitization and internationalization

"excellent" and "good"

78 %

74 %

69 %

37%

STUDY SUCCESS IN CHANGE

47



IDENTIFYING WITH THE COMPANY AS A DRIVER OF CHANGE

The companies surveyed said that they had confidence in their
employees as a solid basis for turbulent times. 93% describe their
employees as loyal, and an equal number state that the sense
of camaraderie and collaboration is well-pronounced. The place
where they do their daily work is a place that matters to them. 86%
said the employees were proud of their employer. Three-quarters
of the managers perceive the relations at their company as de-
fined by good faith.

The positive aspect of these findings is diminished, however, by
the fact that one in five says their employees generally take a
work-to-rule approach. This presumably has a tangible effect on
the respective teams' willingness to change. In 14%, there is also
a culture of distrust which is bound to be counterproductive for

effectively implementing change.

How strongly do employees identify with their workplace?

Our employees are loyal to their employer

There is a strong sense of camaraderie and
collaboration among employees

Our employees are proud of their employer

The confidence employees have
in their managers is high

Our employees have more of
a work-to-rule attitude

At our company the culture is mostly
defined by mistrust
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"applies" and "mostly applies"

93 %

93 %

86 %

74 %

18 %

14 %



What does your company do to prepare its employees
for the flexible world of Workplace 4.07

B already successfully

implemented

Personnel development is integrated —_
into strategic corporate management ¢
We use IT-supported continuing
education programs, e-learning and
self-learning

28 %

We have a company-wide talent
management program

27 %

We conduct systematic -
competence analyses .

We have policies about vacation,
remuneration and work hours that
correspond to Workplace 4.0

15 %

HR IS BROUGHT IN RELUCTANTLY

Developing employees to prepare them for tomorrow is a task
with many different facets. One-third of the companies in the
study has integrated personnel development into strategic cor-
porate leadership. Another third is in the process of establishing
direct paths between strategic management and human resourc-
es. Digitization has already made its way into the continuing-edu-
cation process in many places: some two-thirds of companies use
IT-supported professional development and e-learning programs.
At the same time, however, one in three companies refuses to
take advantage of the opportunities of digitally supported devel-
opment tools.

20%

[ currently being [ planned [ non-existent

established

30% 19 % 19 %
27 % 13% 32%
24 % 12% 37 %
32% 17 % 32%
AR 19% 45%
40% 60 % 80 %

A solid quarter of companies develop talent within their own
ranks by means of a cross-company talent management program,
and comparable programs are being established in another quar-
ter. Only one-fifth work with a systematic competence analysis of
current employees. Although two-thirds of those polled predom-
inantly fill management positions from within, nearly half forego
these instruments, and one-third do not even have plans along
such lines.

The people surveyed expressed a greater sense of distance when
it came to formal changes involving Workplace 4.0. A mere 15%
have established corresponding policies about vacation, remu-
neration and work hours, and around one-fifth are creating them.
Nearly half are not addressing this aspect of transformation at all.
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A DIFFICULT MATCH BETWEEN PEOPLE AND PERSPECTIVES

When it comes to digitization and Industry 4.0, the challenges of
the future have to be channeled into Workplace 4.0 by means of a
contemporary approach to personnel management. It is still not
entirely clear what steps might be necessary here. Nearly two-
thirds expressed a lack of clarity about what future-capable em-
ployee job profiles in Industry 4.0 might even look like. Around
half find the search for the right employees to be extremely diffi-
cult. In-house training does not offer any real relief: half say they

lack the resources for the appropriate training measures.

Which challenges does your company face in terms

of personnel management?

There is a lack of clarity about what future-capable
employee job profiles in Industry 4.0 will be like

We have major problems finding the
right employees.

We do not have adequate resources for the necessary
on-the-job training and continuing-education measures

We do not know enough about the talents and
special skills of our employees

Our employees are not very interested in
professional development

Our employees do not feel that their daily work
has much of a purpose
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"applies" and "mostly applies"

63 %

55%

49 %

33%

12%
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'T see these challenges as a huge opportunity.

What matters is consistently integrating employees
and accompanying them along the way.

Letting them take part in our success —

creating a link between performance and fun."

Marcel Ripoll, Head of Production, Atmos MedizinTechnik GmbH & Co. KG
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Findings and
perspectives

STRIKING
A BALANCE
BETWEEN SUCCESS
AND FAILURE

The data gathered from German manufacturers yielded a
Change Readiness Index (CRI) of 58 on a scale of 1-100. But a
glance at this mean score only shows part of the big picture. All
in all, there are enormous fluctuations among the companies
surveyed: values ranged from 18 to 90 points. In other words,
some businesses are completely lacking in adaptability, whereas
others are already well-equipped for the challenges ahead.

The Index showed the following results based on the four key
categories the study analyzed. With scores of 60 points each,
adaptability is more pronounced in the fields of structures and
processes than in leadership (55 points) and employees / quali-
fications (58 points).
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Change Readiness Index (CRI) of German companies
categorized by areas of focus

on a scale of 0 = "not at all" to 100 = "completely"

Total index 58

v
Structures 60 '::"'
Processes 60 ()

Leadership and corporate culture 55 '@'

Employees and qualifications 58

¥
»

'In our field, transition is taking place at increasingly
brief intervals. Constant adaptation is indispensable
if you want to generate growth. This calls for
functioning feedback loops so changes can be made.
Orienting the company as a learning organization,

a systemically organized leadership and working
culture which focuses on value — these are important
factors in achieving success. (...)"

Francisco Rojo, Project Engineer, ebm-papst St. Georgen GmbH & Co. KG
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Change Readiness Index (CRI) of German companies

by industry

on a scale of 0 = "not at all" to 100 = "completely”

Industry comparison

Mechanical and plant engineering

Automotive industry

Electrical industry

THE AUTOMOTIVE INDUSTRY AS A PIONEER
IN TRANSITION

57

61

59

A K &

An analysis of the results shows that the concrete framework con-
ditions of manufacturing fields appear to have a major impact on
the way companies think about and see themselves. Instead of
freezing up due to insecurity, industries that are particularly chal-
lenged (such as the automotive sector) embrace the challenges
that come with transition. With a CRI of 61 points, this industry
performed better than any of the others in the study.
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56

THE PERCEPTION GAP REVEALS

STUDY SUCCESS IN CHANGE

THE NEED FOR ACTION

In many contexts, there was a clearly evident discrepancy be-
tween a company's self-image and the outside perspective of
things. This study links two factors: the perceived readiness of
companies to deal with transition versus the actual status quo in
companies as documented for the Change Readiness Index.

Across all four areas of the study, the perception gap shows the
extent to which wishes and reality diverge. The bottom line: com-

panies tend to vastly overestimate their adaptability.

Two-thirds consider themselves to be in excellent to good shape
with regard to structures, processes, leadership and corporate
culture, and employees and qualifications, whereas one-third
sees the a general need to improve. In light of the widespread
professional approach to processes and procedures, it comes as
no surprise that the deviation between perceived and actual flexi-
bility is at its smallest here. Process-oriented thinking determines
strategic action for many manufacturers nowadays. Things look
very different when we look at another central parameter, howev-
er: as far as leadership is concerned, the discrepancy is especially
great between managers' gut instinct and the facts themselves.



WISHES VERSUS REALITY

Whenever the managers we surveyed provided space for cre-
ative energy, they tended to assess the general situation as
more positive. Whereas only half of the companies regard the
change readiness of their industry as excellent to good, 70% say
that they are especially well prepared for the future in terms of

their own adaptability.

Assessing adaptability

on a scale of 0 = "not at all" to 100 = "completely"

~
N

Perceived adaptability | Perception gap

Structures
Actual adaptability 60 A12
Perceived adaptability
Processes
Actual adaptability
Perceived adaptability
Leadership
Actual adaptability
Emp|0yees and Perceived adaptablllty

CIENNICIACI Actual adaptability

o

10 20 30 40 50 60 70
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Please rate the adaptability ...

[ excellent | good [ fair [ poor

of your company 13 % 57 % 29% 1%
of your industry &) 46 % 43 % 5%

0% 20% 40 % 60 % 80 % 100 %

Mechanical and plant engineering Automotive industry Electrical industry

73 %

of your company 76 %

of your industry

0% 20% 40 % 60 % 80 % 100 %
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of your company

of your industry

"excellentl" and "good"

0%

20%

54 %

FLEXIBILITY CREATES CONFIDENCE

Optimism about mastering the future varies in correlation to the
size of the company: smaller companies consider themselves
much more adaptable than larger ones, no matter what industry
they arein.

[ over €1 billion in sales up to €49 million in sales

40 % 60 % 80 % 100 %

MARKET PRESSURE REQUIRES ADAPTABILITY

In the automotive industry, market expectations are apparently
prompting OEMs and suppliers to prepare for what tomorrow will
bring. Three-quarters of the companies see themselves as being
appropriately prepared in terms of change readiness. Businesses
in mechanical and plant engineering are comparably optimistic:
73% have a positive view of the future. The electrical industry
does not perform anywhere near as well: only six in ten compa-
nies state that their adaptability is good or excellent. These com-
panies feel that their industry as a whole is in good condition. By
contrast, the interpretation of the status quo in the entire indus-
try is more reluctant in the fields of mechanical and plant engi-
neering and in the automotive industry.
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THE RESTRUCTURING OF THE INDUSTRY IS GAINING SPEED

The fact that transitions are coming is beyond doubt for these
companies. A glance at the projected timeline reveals the pres-
sure businesses anticipate in preparing for changes: around half
expect that their company will change dramatically within two
years. And transition seems to be a nearly inevitable process
when seen from a mid-term perspective. Nearly nine in ten com-
panies forecast major changes in the coming five to ten years.

How much will your company change in the next ...

60
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53 %

two years

"massively" and "greatly"

86 % 90 %

five years ten years



TRANSITION WILL SPARE NO ONE

Among the industries polled, the specialists in mechanical and
plant engineering are the ones who most actively anticipate com-
prehensive short- and mid-term changes. On average, companies
in the electrical industry feel that they have more time than oth-
er industries to prepare for the turbulence ahead. Nevertheless,
nearly half of them foresee extremely dynamic changes within
their own business.

Large and small companies alike are reckoning with changes.
Estimates as to how long it might take until megatrends and
market changes reach a given business are largely identical re-
gardless of company size. Smaller companies are the ones who
anticipate major short-term changes, whereas corporations with
over €1 billion in annual sales tend to focus on their five- to ten-

year plans.

¥ = €

"massively" and "greatly"

two years

five years

ten years

0% 20%

Mechanical and plant engineering

Automotive industry Electrical industry

60 % 80 %

40 %

100 %
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How much will your company change in the next ...

"excellent!" and "good" [ over €1 billion in sales [ up to €49 million in sales

two years

five years

ten years

0% 20% 40 % 60 % 80 % 100 %

THE MAJORITY RELIES ON LEAN MANAGEMENT

Lean management has an impact in all of the areas discussed
above. Consequently, the study asked about the degree to which
this management method has been implemented.

Only one in ten businesses have yet to introduce any Lean mea-
sures at all. In 31%, a continuous improvement process has been
established. The majority have integrated Lean management at
an advanced level. Just under a third of the companies surveyed
base their value chain on the most important Lean principles, and
one in five companies has implemented this approach in their
back-office functions. And 8% already strategically and structural-
ly implement the Lean philosophy in a manner that corresponds
to a Lean enterprise.
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"The topic of transition cannot be seen as a project:
it 1s a thorough change process. Here, the topic

of Lean both as a tool and Lean as a change factor /
the human factor have to be given equal standing.
Beyond that, it has to be launched slowly and
step by step. And to make it all a sustainable
transformation, it has to take place both top-down
and bottom-up."

Head of Lean management at a manufacturer of industrial cameras

How thoroughly has LLean management been established
at your company?

Level O
No Lean
management
measures
introduced

Level 1
A CIP has been
established

Level 2

The value chain is
oriented towards
the most important

Lean principles

Level 3
The back-office
functions follow

Lean principles

as well

Level 4

The corporate
structure and strategy
are largely based on
Lean philosophy

STUDY SUCCESS IN TRANSITION
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A GUIDE TO ADAPTABILITY

Lean management — when deployed properly — has proven its
long-term merits among German manufacturers. It creates learn-
ing organizations with which companies can adjust to change and
challenges quickly.

This is also shown in our study: consistently implementing Lean
management throughout every function of a business verifiably
improves change readiness. Every increase in Lean maturity leads
to a CRI score that is 6.3 points higher. Or, to putitin other words,
taking the step to the next level of Lean increases the CRI by 11
percentage points. This confirms the fact that Lean management
makes businesses more adaptable and paves the way to a fu-
ture-forward company.

Context between the degree of Lean management implementation

and the adaptability of a company

Ln CRI

50 100
90
80

4,5

70
60

4,0 50

40

30

3,5

20

10

3,0 0o m i

With each increase in the Lean level, the
Change Readiness Index (CRI) increases

by 11 percentage points or by 6.3 points

Lean level

Level 0 Level 1 Level 2
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A series of megatrends is shaping
how our world develops —

from digitization all the way to
geopolitical upheaval.

Just like people, companies cannot
afford to isolate themselves from
the transformations in our lives.
The threat of disruption is all
around us. This makes the ability
of companies to deliberately face
tomorrow's challenges a central
parameter in terms of their
survival and success.



SUMmMmary

The Staufen Change Readiness Index 2017 illustrates how adapt-

able companies are. It indicates how well German manufacturers

— mid-sized enterprises and conglomerations alike — are able

to adapt in four key fields: structures, processes, leadership and

corporate culture, and employees and qualifications.

Preparing for tomorrow's challenges is something that does not

come easily to companies, but a willingness to change can be

clearly seen. People are certain that a transition is approaching,

and yet it is still unclear which qualities and competences will be

needed. Companies find a sense of security in familiar topics such

as optimizing processes and structures. But when it comes to

people and to managing and empowering them, the self-assess-

ment tends to be more pessimistic. This mild sense of skepticism

does not, however, prevent companies from generally overesti-

mating their change readiness despite the cold hard facts.

As a leading industry, the automotive sector in particular is forced

to deal with pressing questions about the future. Within the in-

dex, it performs better than the other industries. Furthermore,

the results show massive differences between companies. But

even if some firms are already much farther along than others, all

of them have room for improvement.

There is a tried-and-true method that paves the way to leveraging

this potential: according to the unequivocal findings of this study,

implementing Lean management tangibly increases the adapt-

ability of a company.
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Who we are

Staufen is a Lean Management consulting
service and academy. For over 20 years,
we have been offering consulting and
training to companies and employees.
Around the world.

We believe that inside every company, there is an even better one. . .."
Our passion is helping you discover the better version of your )
company and working with you to establish a sustainable culture

of change.
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Studies.

All of Staufen's studies are also available online at

www.staufen.ag/studien
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