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Presenter Notes
Presentation Notes
Companies around the globe are collectively investing hundreds of millions on “digital transformation” initiatives.  But their concerns are often the same. Like …managing the switch from legacy systems, siloed data and getting buy-in from the board and the C-suite. They're worried about time to value and about keeping current customers pleased.

Often the organizational impact is not top of mind/ There’s less attention on the organization and the employees responsible for fulfilling their new digital strategies. 

Obviously, the technology is central to digital transformation but – we need to account for the human impact too – else these investments in tools and processes won’t deliver the returns we want and expect. 

Effective digital transformation involves transforming the organization.  




Digital
Transformation

Must include transforming the organization
Otherwise, investments in digital technologies and

process digitization won’t yield the returns wanted
and expected
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BECOMING DIGITAL

Not just for technology companies, internet enabled businesses,
computing-intensive businesses

Institutions in ALL industries need to transform to remain effective
and successful in a digital future
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...WHAT IT MEANS TO BECOME DIGITAL...IT'S
NOT ONLY A MATTER OF TECHNOLOGY, BUT A
WIDESPREAD DIGITAL CULTURE IS NEEDED TO

BE FOSTERED ALL OVER THE COMPANY
)

Carlos Bozzoli, Head of Global ICT at Enel, finalist MIT Sloan
ClO Leadership award 2017
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Carlos Bozzoli, Head of Global ICT at Enel, finalist MIT Sloan CIO Leadership award 2017

Digitalization is not an ambition, it is a necessity. We are deeply convinced that it's not only a matter of technology, but a widespread digital culture is needed to be fostered all over the company.“ 
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THE IMPORTANCE OF BUILDING A STRONG
INNOVATION-LED MINDSET .... AND A CORE
FACET OF THIS JOURNEY HAS BEEN HOW

EACH AND EVERY PERSON AT DBS HAS BEEN
INVOLVED...

Dave Gledhill, CIO of DBS, winner of MIT Sloan CIO
Leadership award 2017
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Dave Gledhill, CIO of DBS, winner of MIT Sloan CIO Leadership award 2017

“We at DBS have also recognized the importance of building a strong innovation led mindset to reimagine banking. In fact, one of the core facets of this journey has been how each and every person at DBS has been involved in driving and adopting these transformational changes.” 



THESIS:

* Framework
« Dimensions of Culture

« Comparison of high-performing

digital and traditional organizations

* Insights to lead cultural change

DIGITAL TRANSFORMATION = ORGANIZATIONAL
TRANSFORMATION = CULTURAL

TRANSFORMATION
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Message: digital transformation is essentially about organizational transformation and that involves cultural transformation.  I want to help you map a path to transform your own organization’s culture if that’s needed.

First – I’ll give you a framework to think about organizational culture.
Second – I’ll share some research about the dimensions of culture that fit the digital era
Third – I’ll show you some findings on how high performing traditional organizations differ from high performing digital firms in terms of culture
Finally – I’ll offer some insights about leading cultural change


WHAT IS CULTURE?

What is organizational culture?



What is organizational culture?

“Culture is the fabric of meaning in terms of which human
beings interpret their experience and guide their action.”
-- Geertz (1973)

“A pattern of shared basic assumptions... that has worked
well enough to be considered valid and, therefore, to be
taught to new members...”

-- Schein (1984)

A pattern of shared assumptions, beliefs and expectations
that guide members’ interpretations and actions by
defining appropriate behavior within an organization.

—- Fiol (1991)
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A framework for thinking about culture
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Culture comprises the shared values, beliefs and practices that are associated with organizational success. Often described as “the way things are around here,” culture is present in unspoken attitudes and routine behaviors that have helped an organization succeed in its chosen environment. When patterns of thinking and ways of doing things seem to work well over time, people start to take them for granted, and implicitly teach them to newcomers as the right way to think and act “around here.” 

The good thing about culture is that it provides coherence and continuity even as the individuals within an organization come and go. It helps the collective of individuals act as one. It shapes and guides collective attention, energy and effort, enabling an organization to function efficiently and effectively in a known environment. 

However, when environments change, which has been happening in nearly every industry lately, culture can hinder improvement. The challenge is that culture—shared but largely unspoken—can be hard and slow to change. Like fish in water, insiders don’t see the culture in which they operate. Values and practices can’t be questioned when they are not explicitly acknowledged. 

Changing culture in any but an incremental way requires strong top-down intervention. 


Evidence of Organizational Culture
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Shared values and assumptions can be seen in how people in the enterprise dress, act, perform their work, and interact with each other and with the outside world.

Two phases:  What values?


Espoused values provide some pointers
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Even though assumptions are hard to uncover, we’re all familiar with the ways that companies describe themselves using value labels – such as what you see here. They may be noted in published documents, verbal statements by leaders or posted on webpages.   Scholar Ed Schein referred to these as  “espoused values” – concepts and behaviors that an organization explicitly SAYS it values.   


Espoused values are not enough

Freedom Integrity
Fairness Communication
Commitment Respect
Waterline Excellence

W %,

Creative Technologies 0
Worldwide

© 2018 MIT IDE — George Westerman



Artifacts alone aren’'t enough either

-~ We're'different.

-

An organization’s underlying values and values-in-practice
are more important than visible markers of a “cool” culture,
such as workplaces, dress, and logos
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It is common to think of cultures, especially of world renowned digital firms,  in terms of their more visible artifacts like buildings, offices and facilities, dress codes and recognizable logos. 

What typically catches our attention? Or media attention 
the fancy corporate office complexes, bright, colorful and open workspaces, free personal services, upscale cafeteria food and casual jeans-and-hoodie uniforms. Although these visible organizational features may make life more comfortable for employees, they are not the source of new ways of working or higher levels of performance. 

More important are the organization’s underlying values, which may be manifest through these visible markers. Values lie at the root of distinct practices that, in turn, influence performance. 

Our study1 of successful digital firms reveals cultures that support organizational performance in a data-intensive, highly-connected and fast-changing environment. 



Organizational Environment influences

Organizational Culture

Just as individual
“digital natives” are
culturally conditioned to
navigate the digital world
easily,

so too are “digitally
native” companies
culturally conditioned to
benefit from
opportunities arising in
the digital economy

We can learn from studying the organizational cultures of “digital native” companies
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The label “digital native” describes an individual who has grown up in a world of ubiquitous computing and connectivity and thus demonstrates a natural and instinctive facility with digital resources. 

Just as individual “digital natives” are culturally conditioned to navigate the digital world easily, so too are “digitally native” companies culturally conditioned to benefit from opportunities arising in the digital economy 

We asked successful digital companies about their core values and typical practices. 
We also asked digitally transformed units of traditional companies about their values and practices that were most different from their parent organization 



WHAT IS A "DIGITAL” 3
CULTURE?

Insights into the cultures of high-performing digital
organizations and digital units of more traditional
organizations

MIT /Microsoft sponsored research with George Westerman
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We asked successful digital companies about their core values and typical practices. 
We also asked digitally transformed units of traditional companies about their values and practices that were most different from their parent organization 

We studied and interviewed reps from Digital organizations:
Amazon, Wayfair, Hubspot, Netflix, Care.com, GE Digital, Redfin, 
Transitioning organizations and digital units: BBVA, Schindler, Schneider Electric, Electrolux, Microsoft,, Haier, Siemens, Bosch, Dominos, utility companies, postal services.

What are the key features of culture in born-digital firms?
How can we characterize a “digital culture”?
Which features of digital cultures are distinct from cultures of more traditional firms?
To what extent is digital culture a process of maturation, and how can we characterize milestones on the journey? 
What practices can help traditional companies to develop digital cultures?



QUALITATIVE Phase

Interviews and cases
(25+)

Born-digital firms,
digital units, and
traditional firms

|dentify critical and
unique dimensions of
culture

Reconcile with various
theoretical models of
culture
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RESEARCH APPROACH

QUANTITATIVE Phase

Survey responses (666
responses from 524
companies)

Multiple enterprises and
respondents/enterprise

Validate cultural dimensions
with prior literature

Test relationships among
constructs

MIT /Microsoft sponsored research with George Westerman



Core “digital” values

Impact through
innovation: having big
aspirations to change
the world for the
better and being
willing to learn and fail
fast to get there

Speed: having an
action orientation,
preferring to move fast
and iterate rather than
waiting to have all the
data or all the answers
before acting
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Impact

Speed

Openness

Autonomy

Openness: engaging
openly and broadly with
diverse sources of
information, rather than
being secretive or
selective in seeking and
sharing information

Autonomy: having high
levels of discretion to
engage flexibly in
productive and
experimental activities,
more than relying on
controls and formally
structured coordination
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Presentation Notes
Valuing autonomy means that workers have latitude to focus on the projects and tasks that matter most at a given moment. They can also experiment without fear of failure, raising the chances for realizing truly novel outcomes. 

Valuing openness means that people are inclined to seek out the most relevant data and expertise, regardless of source, title, function or affiliation. Thus, despite their autonomy, organizational members self-organize and collaborate within and beyond the organization to find solutions and make decisions. 

At the same time, the values for speed and making an impact drive accountability in experimentation, decision-making, and collaborative efforts, consistently driving delivery of customer-focused, scalable results. 

Digital resources like social and mobile communications, collaboration tools, data, analytics, and cloud/internet-based systems amplify the reach and impact of each of these practices. 


Digital values in practice

These values are evident in the regular and frequent
practices of:

Rapid experimentation: constantly and systematically
experimenting, learning from the results, and quickly putting new
insight into effect

Self-organization: collaborating fluidly across functional,
geographic, and organizational boundaries to get things done

Data orientation: using data to make decisions and design
solutions that can scale rapidly and economically

Intense customer responsiveness: sustained focus on
understanding and quickly addressing customer needs, and
measuring all activities in terms of how they benefit customers

Strong focus on results: being accountable for achieving goals
and striving for results that really make a difference to customers
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The values I’ve described are collectively evident in a set of digitally enabled practices, which are regularly and frequently present in high-performing digital firms. These practices include: 
Rapid experimenting: Constantly and systematically (e.g. A/B testing) experimenting, learning from the results, and quickly applying new insight. 
Self-organizing: Quickly coordinating and collaborating without formal frameworks or structures. fluidly across functional, geographic, and organizational boundaries to solve novel or complex problems and get things done. 
Driving actions and decisions with data: Collecting and using accurate data to make decisions, solve problems and design solutions that can scale rapidly and economically. 
Obsessing over customers: Intensively focusing on and quickly addressing the stated and unstated needs of both current and potential customers. 
Focusing on results: Being accountable for achieving goals and continually striving for measurable results that really make a difference to customers. 

These practices reinforce one another, creating a unified culture that is an effective expression of the four key digital values. 


Notes:

Valuing autonomy means that workers have latitude to focus on the
projects and tasks that matter most at a given moment. They can also
experiment without fear of failure, raising the chances for realizing truly
novel outcomes.

Valuing openness means that people are inclined to seek out the most
relevant data and expertise, regardless of source, title, function or
affiliation. Thus, despite their autonomy, organizational members self-
organize and collaborate within and beyond the organization to find
solutions and make decisions.

At the same time, the values for speed and making an impact drive
accountability in experimentation, decision-making, and collaborative
efforts, consistently driving delivery of customer-focused, scalable
results.

Digital resources like social and mobile communications, collaboration
tools, data, analytics, and cloud/internet-based systems amplify the reach
and impact of each of these practices
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Defining “Culture” for the Digital Age
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This system of interrelated values and digitally enabled practices is effective in a fast-moving, connected world, because it generates rapid learning and follow-up action through both data-driven and people-powered avenues. Our research shows that these practices reinforce one another, creating a unified culture that is an effective expression of the four key digital values. This cultural system of interrelated values and digitally enabled practices is effective in a fast-moving, connected world, because it supports generation of new information, rapid learning, clear feedback and follow-up action through both machine-driven and people-powered avenues. 



DOES A DIGITAL CULTURE
SET COMPANIES APART?

Survey of cultural dimensions, conducted with
representatives from diverse organizations (traditional

... In transition ... digital)
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Cultural profiles of self-described born-digital organizations closely follow those described earlier.

Cultural profiles of self-described more traditional organizations exhibit markers of digital culture but these particular values and practices are less prevalent across this population of organizations. 



Measuring key constructs

Values:

For each pair of choices, please pick
the option that best describes [your
organization]... Try to focus on your
organization as it really is today (1..7)

Autonomy

_ Control : Discretion

@&475" " Command & control : Coach & coordinate

_ Following rules : Flexibility within boundaries

_ Structured coordination : Flexible engagement

© Deborah Soule 2017-2022 All rights reserved

Practices:

Please indicate how much the
following behaviors are typical of
[organization]. Try to focus on how
your organization really behaves
today. (1..5)

Rapid Experimentation

[BEPIENT Willing to experiment
Experimenting systematically
IGEFIEEN Risk taking

IGEFIEEN Iterating rapidly

IGEPITIN Quickly taking advantage of opportunities


Presenter Notes
Presentation Notes
Examples of how the dimensions of values and practices were measured through multiple survey items


Comparing Culture Across Org Types:
VALUES

Percent of respondents exhibiting strong presence of each digital value
(average rating 5 or higher on 7-pt scale)

®m Traditional Organization m Born-digital Organization

35%
31%
30% >7%

25% 23% 23%

20%

Percent of Organizations/Type

15% 19% 157 14%
10% 8%
- B _
0%
Autonomy Speed Openness Impact

Digital values are present but not prevalent at traditional organizations — the latter place
significantly less value on autonomy, speed, openness, and having impact
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Comparing Culture Across Org Types:
PRACTICES

Percent of companies exhibiting strong presence of each practice
(Average 4 or higher on 5-pt scale)

oo ® Traditional Organization ™ Born-digital Organization

60%

49%

50%

62%
53%
43% 44%
39% 41% 41%
40%
30% 259
21%

200/0 1 5%

0%

42% 42%

I I ] ]

Percent of Organizations/Type

Rapid Self-organization Data orientation Customer Results Acting with Stability Rules orientation
experimentation responsiveness orienjtation integrity orientation
Y—

“Digital” Practices
“Traditional” Practices

Digital and Traditional Organizations differ on “digital” practices (rapid experimentation,
self-organization, and data orientation) and on some more “traditional” practices (rules
orientation). Digital and Traditional Organizations share some important “traditional”
practices (acting with integrity, seeking stability).
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Digital Culture and Performance

Key

Statistically
significant,
positive
relationship

Statistically
significant,
negative
relationship

OVERALL INNOVATION & CUSTOMER
PERFORMANCE REVENUE SATISFACTION | PROFITABILITY
GROWTH & REPUTATION
Digital resources AN AN N AN
Autonomy
Speed
DIGITAL VALUES
Openness N
Impact
Rapid experimentation N A
Self-organization N A
DIGITAL . .
Data orientation
PRACTICES c
ustomer
responsiveness O O O 0
Results orientation N A N N
Acting with Integrity ¢
TRADITIONAL e . .
Stability orientation ¢
PRACTICES
Rules orientation * ¢ *
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On their own, digital VALUES are significantly associated with these performance measures. When PRACTICES are also included in the model. They dominate the association with performance measure. Conclusion: values-in-practices are important. 

So-called “traditional” values like integrity and stability cannot be neglected.


Leading Digital —
Culture Change Rapid experimentation

Self-organizing
Data orientation

Three principles... Preserve

Integrity
Stability

Refresh:
Customer responsiveness

Results orientation
Rules orientation
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Grow the practices that set digital firms apart.  The greatest advantage of digital companies is the speed with which they create and test innovations.  Traditional companies must try to cultivate habits of rapid experimentation and self-organization within a framework of data-driven decision-making.  These practices may feel alien to companies whose structures, values, and governance rules were designed for cautious stability. Yet, our analysis shows that rapid experimentation and self-organizing unquestionably drive better performance. Moreover, organizations can’t experiment effectively without the data to measure change. 
. 
Preserve practices of integrity and stability.  Your customers, employees, regulators and shareholders deeply appreciate these practices.  Organizations demonstrating integrity and stability do not perform worse than those without them.  Just think: maturing digital firms are now renewing their practices to embrace integrity and stability.  

Refresh  practices that are no longer optimal.  The speed and interconnectedness of activity in the digital world demands a new orientation to customers, rules and results.  
First, shift from periodic assessment to continual assessment from multiple perspectives. 
Second, emphasize data and measurement rather than intuition in these assessments. 
Periodically asking customers about their needs and suggesting changes based on past use is inadequate in the current environment. Customer obsession (vs. orientation) means a shift to anticipating potential customer desires and proactively designing new offerings, based on broad data analysis and systematic experimentation. 
Similarly, a results orientation should no longer mean vague and bureaucratic reviews a few times a year. Instead, replace these practices with the ongoing use of transparent goals and performance metrics at all levels of organization.  
Finally, reconsider the value and use of rules. Rules are often an excuse not to change. Reframe rules as tools to help detect important thresholds so operations can change safely. View them as “guardrails” that support rapid, effective action within a known track, but which can be jumped over when the situation demands a different path forward


Learn more

Building Digital-Ready Culture in
Traditional Organizations
Sloan Management Review

Summer 2019 Issue
Research Feature

George Westerman, Deborah L. Soule, and Anand
Eswaran

https://sloanreview.mit.edu/article/building-digital-ready-
culture-in-traditional-organizations
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