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Cybernetics is a
transdisciplinary approach for
exploring regulatory systems—
their structures, constraints, and
possibilities. Norbert Wiener
defined cybernetics in 1948

as “the scientific study of
control and communication in
the animal and the machine.
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Motivation and
Objectives of this
Learning Series

The author’s motivation for this
Learning Series is to help influen-
tial people reach better decisions
in our dynamic-complex (busi-
ness) world.

Our (business) world is charac-
terized by an increasing dynamic
complexity which often cannot be
fully understood. Therefore, this
complexity is often inappropriately
reduced by decision makers. Sim-
ple mental models are applied. Ex-
ponential developments, tipping
points and trend inversions are of-
ten not recognized, underestimat-
ed, missed, ignored or faded out.

Such wrong understanding and
handling of complex interrelations
may lead to wrong decisions and
illusory solutions. We observe and
suffer the consequences in bad
politics, in climatic changes, in
dealing with raw materials and in
the management of companies.

We do not treat the roots of aberra-
tions, but impose covers on acute-
ly arising symptoms. For example,
funds are created to compensate
Brazilian farmers for economic
losses in soja cultivation for large
food companies due to the forest
clearance — instead of preventing
the forest clearance. The system
will tip. The Amazon forest will be-
come a steppe. We are destroying
our livelihood.

The consequences of our activities
appear with delay and have a cast-
er effect. That makes it difficult to
enforce effective measures.

An example is the high nitrate
pollution of our ground and
drinking water by using too much
fertilizer. Another example is the
global warming taking course ex-
ponentially by human intervention
in natural regulation systems. We
can also observe undesired devel-
opments in companies caused by
harmful management.

Usually noticeable phenomena
appear with a delay and are ig-
nored or suppressed for a long
time. The later counter measures
are introduced, the more dramat-
ic measures have finally to be
taken to reach the “green area”
again. Often it is not possible at
all. The phenomena continue to

have an effect.

Nitrate diffuses into the soil very
slowly and seeps into the ground
water many years after having
been applied in agriculture. But
then the nitrate concentration in
the ground water further increas-
es although no additional fertilizer
is applied.

Counter-measures are often taken
too hesitantly and not with the
necessary enthusiasm.

Unfortunately, people introduce
measures too hesitantly and only
if the pain cannot be cushioned
any more. And people often do
not wait until their measures show
effectiveness, but skip over the
measures too early because they
do not understand the interre-
lations and they are not patient
enough to wait for the results of
correct decisions.

As effective decisions normally
imply constraints, they are unpop-
ular and harm the decision makers.
To avoid personal consequences,
right decisions are often sof-
tened, are not implemented
with the necessary enthusiasm
and fail to meet their objectives
while the underlying problems
become worse.

In many cases, decision makers
“buy” apparent carefreeness and
take comfort in continuing to con-
sume resources. Human beings
also belong to these resources,
suffering physically and psycho-
logically from enduring problems.
Apparent solutions cause further
cascaded problems.
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Major problems require holistic
solutions and well coordinated
processes, also in companies.

People often try to tackle global
problems with local measures,
which cannot be successful. For
example, a German solo attempt
cannot resolve the global climate
problem. A global alignment often
fails because of diverging interests
and (too) long decision-making
procedures. Serious problems are
often not solved because of rela-
tively unimportant rivalries.

Because many problems are com-
plex, measures have to be set
up holistically. This also applies
to developments and changes in
companies. As in topics with glob-
al relevance, highly qualified ex-
perts also act in companies within
their departments; the large levers
for improvement are the capability
to consistently embed compa-
nies in attractive markets with
high potential and in achieving a
high-quality alignment among
specialists — with the background
of a mutual goal.

End-to-End Value Chain
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What you can
expect from
this Learning

What you How can you
benefit from benefit from
this Learning this Learning

Series

The objective of this Learning
Series is to set stimuli for self-re-
flection and to offer references for
benchmarking organizations in dy-
namic-complex environments.

- This learning series
provides a compact view of
management cybernetics.

Within the scope of this
Learning Series it is not my
intention to deliver a detailed
blueprint for implementation,
but rather stimuli for self-
reflection and references

for a rough benchmark for
your organization. For further
details, feel free to contact me.

Many management areas are
touched on in this Learning
Series, but | consciously avoid
an outright management
revision course; this Learning
Series rather highlights

the cybernetic specialties

in each of these areas.

Series

By working through my Learn- -
ing Series about Management
Cybernetics, you will be able to
considerably improve the quality

of your business.

You will recognize that dynamic
complexity is increasing. .

You will understand why
traditional management
does not work in dynamic-
complex environments and
that we need cybernetic
thinking in management.

You will learn the necessary
basics about cybernetics
and will be introduced to
the most relevant aspects of
cybernetics in management.

You will gather useful additional
techniques for improving
your management skills.

You will become familiar with
practice-proven methods and
tools to improve the quality

of the dynamic-complex
system and to lead systems.

You will get relevant
sources for further reading
about each topic.

Series?

Every learning session

can be completed in 15
minutes. Hence, working
through the full series of 12
learning sessions will require
2.5 hours of your time.

To make the most of it, reflect
on the content of each
session and transfer the
recommendations to your
own business and to your
specific challenges. Build
your growing business case!

The Consumer Goods Forum




Why we need Cybernetic
management strategic set-up

cybernetics

How to introduce
cybernetics
to a business

Show Il

Stay tuned

for the new
releases of this
Learning Series!

Show llI

Systemic
thinking

System-orientated
process design and
stabilizing feedback
mechanisms

Management
awareness of
reciprocal effects

How to right-size
resources along
the business process
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Learning
Objectives
Session |

In this section...

« You will learn why linear cause-

and-effect thinking does not
lead to sustainable results in
a dynamic-complex world

e You will be introduced to
basic terms of cybernetics

« You will get a first glance of
how organizations in dynamic-
complex environments can
be successfully managed

Index |

1. Why
Management Cybernetics? ...

2. How Does the Cybernetics
Approach Work? ..

A. What should this desired
complexity look like? race22

B. How can management in complex
environments succeed? race2

Questions
for Reflection ..

Summary of Section ..

Relevant Sources
for Further Reading rc:»



I. Why we need Management Cybernetics

Our thinking patterns do not work any more
because our world is de-materilizing,

Why The relevance of tangible assets is decreasing!

Ma nagement Our complex world is not explained by the properties

and the capabilities of its elements, but by the properties

o
CybernetICS? and the capabilities which arise from the relationship

between these elements (emerging properties).

Many of our “thinking patterns”

...only work reliably in steady environments with Therefore, the new
mostly linear cause-and-effect relationships sources for value are:

...date back to former times when ad-hoc solutions were

required without considering network effects . Individuality, plurality and diversity

. . (“both ... and ...” instead of “either ... or ...")
...are the wrong orientation frame and lead to wrong Managers should

conclusions in complex environments . Interdisciplinary work make sure that these

sources are explored!
« Relationships in open networks

They should learn to

Many of our thinking patterns » Communication along processes think in complementary
. . . dimensions!
endanger the survival of organizations. - Intangible values (intellectual property,

contractually secured rights etc.)

Why are these patterns no longer effective?

14 The Consumer Goods Forum End-to-End Value Chain 15



...and because networks increase the complexity
and create uncertainty. — By nature, we will not
be able to dominate the complex world.

« Networks cause mutual
effects and direct and indirect
feedback on their own actions.

« In networked structures
effects on actions can
appear in random places
and at random moments.

sub-prime crisis in USA €3 worldwide financial crisis €3
Worldwide economic crisis € national cash nutrition €
risk of inflation €3 subsequent effects?

« The effects can crop
up in completely
unexpected magnitudes
(the “butterfly-effect”).

“Even if the complete information of all elements of this
complex system were available, we could not predict the
behavior of the system.”

16 The Consumer Goods Forum

I. Why we need Management Cybernetics

Even though all rules and basic

conditions are known, by nature, the
future cannot be predicted.

Nescience

It is not possible to predict how the dune lines
will develop. (Photo: Namib panorama)

A Bad News: There is uncertainty and it is unavoidable.
@ Good News: It is exactly this uncertainty that enables evolution!

“It is not necessary to predict the future, but it is
advisable to be prepared for probable scenarios. Making
assumptions about the future means thinking about
possible scenarios and their consequences.”

Wisse Dekker, CEO Philips
1982-1986, Chairman European
Roundtable of Industrialists
1988-1992)

End-to-End Value Chain 17



We should realize that we are parts of our world. We cannot
“outsmart” our world without suffering the consequences.

The top objective of all
systems is to survive.

Our nature is capable of surviving
by dint of an adaptive and dynam-
ic evolution, driven by complexity.
The species-rich and networked
nature is “living” the complexity
— unlike human beings, who tend
to inappropriately simplify interre-
lations and to opt for short-term
objectives, jeopardizing long-term
survival. Human beings rather act
as if they are not operating within
systems, but are in fact dominat-
ing the systems from an exterior
and higher position. That cannot
work well. We are all parts of our
world. All our decisions and ac-
tions have repercussions for us.

Cybernetics offers methods to
achieve organizational stability
and sustainability.

Our society is a system, and our
companies are also systems. Both
are best defined as communica-
tive feedback systems. The larger
and the more complex organi-
zations become, the more their
behavior and their performance
are defined by the quality of the
feedback between their members
(citizens, employees, departments
etc.) and towards their environ-
ments.

138

Communicative
feedback systems

g
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I. Why we need Management Cybernetics

Most distress in organizations by
lacking or misleading communica-
tion around the interfaces resulting
in ineffective and inefficient process-
es, which makes life difficult for the
people involved and has a demoti-
vating effect.

Cybernetics offers a set of skills
suitable for understanding and
influencing the behavior of organ-
izations. With the aid of these skills,
communication, and in turn, perfor-
mance can be noticeably improved.

19



Organizations led in line with the cybernetics
approach develop resistance to disturbance
and disruption. They always find new stabilities.

2. How Does
the Cybernetics
Approach Work?

20
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I. Why we need Management Cybernetics

The tricky thing is that
organizations need a certain
complexity (variety) to install
possibilities with which to
cope with the complexity

of their environment

William Ross Ashby

©

However, the more complex
organizations become the
more difficult it is to manage
them with conventional means

Heinz von Foerster

End-to-End Value Chain 21



I. Why we need Management Cybernetics

A. What should
this desired
complexity
look like?

Attentively “listening” at the inter-
faces, they perceive opportunities
for adapting at all times in order to
find the best balanced result. Con-
sequently, the system’s behavior
and its performance results from an
agile circular interaction between
the “elements” instead of from top-
down instructions

The organization as a whole, each of Complexity also means diversity.

its business areas, departments and The more experience, insights and

even the people themselves should cultural views, the more successful

operate as an open social system well-balanced decisions and action

with an “osmotic skin”. become.

22 The Consumer Goods Forum End-to-End Value Chain 23



Allow your organization the needed
variety to become self-controlled.

2. How can
management in
complex environments
succeed?

24

I. Why we need Management Cybernetics

Ensure that all processes are clearly defined, well interlinked
and regularly kept updated. Advocate an effective organizational

information and knowledge management.

Strive for this complexity in your organization and make sure that the risk is
managed within the organization (thinking in probabilities, hedging and/or sharing

of risks etc.). Allow for redundancy which can support the organizational stability.

Promote individual responsibility and grant the necessary authority to the people to
take well balanced decisions at the respective operative level (subsidiary principle).
Only intervene as an exception. Accept the black-box-phenomenon (Stafford Beer).

The challenge for top management is to initiate top-down the move towards
self-regulation and to monitor carefully how the system is performing in terms of
adaption (surface behavior). “The purpose of a system is what it does!” (Stafford Beer)

Communicative interaction is a necessary precondition for flexibility and
adaptability, both being crucial for stability. Through its interactions the
organization has to be continuously on the move and constantly find “floating
equilibrium” (homeostasis according to Karl Ludwig von Bertalanffi). This so-

called “self-control” is the counterpart to control in the customary sense.

Give the system time to “settle in” and to become effective by itself!

Accept oscillations. Hysteresis is a necessary characteristic of regulation.

OO0 6 0 0 & O

Continuously “add energy” to the organization in the form of skills and
methods in order to improve the capabilities of further sharpening processes
and structures (running investment against the steadily growing entropy).

/The Consumer Goods Forum End-to-End Value Chain
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I. Why we need Management Cybernetics

© Please, draw your O How well embedded

organization as a is your organization
system of interacting in its environment?
elements.
© How flexible and

© Evaluate the quality adaptable is your
of the communication organization? What
in your organization. do you do to achieve

and to keep the

© What makes your needed adaptability

organization special? and capability for

development of you
organization?

The Consumer Goods Forum End-to-End Value Chain




Summary
of Section

- The author’s motivation for this Learning
Series is to help influential people to
improve their decisions in our dynamic-
complex (business) world.

- The objective of this Learning Series is to
set stimuli for self-reflection and to offer
references for benchmarking organizations
in dynamic-complex environments.

- By working through my Learning Series
about Management Cybernetics you
will be able to considerably improve
the quality of your business.

- Cybernetics can provide useful additional
techniques to improve your management skills.

- Our thinking patterns no longer work

because our world is dematerializing and
because networks increase the complexity

28

and create uncertainty. We will not be
able to dominate the complex world.

Even though all rules and basic conditions are
known, by nature, the future cannot be predicted.

We should realize that we are parts of our
world. We cannot “outsmart” our world
without suffering the consequences.

Organizations led in line with the
cybernetics approach develop resistance
to disturbance and disruption. They
always find new dynamic stabilities.

Allow your organization the necessary
variety to become self-regulated.

The management’s task is to initiate self-
regulation and to keep it running by making sure
that enough information and energy are added.

The Consumer Goods Forum
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Relevant Sources

for Further

- Baecker, Dirk (HRSG.): Schliisselwerke
der Systemtheorie, VS Verlag fiir
Sozialwissenschaften, Wiesbaden
2005, 3-531-14084-1.

- Biichel, Kurt G.; Sieger, Helge (Hrsg.):
Krisenmanagerin Natur. Was Wirtschaft und
Gesellschaft vom erfolgreichsten Unternehmen
aller Zeiten lernen kéonnen, DWC Medien,
Minchen 2009, 978-3-981-03551-3.

- Cladwell, Malcolm: Tipping Point.
Wie kleine Dinge GroRes bewirken
kénnen, Wilhelm Goldmann Verlag,
Miinchen 2002, 978-3-442-12780-1.

- Flechner, Hans-Joachim: Grundbegriffe

der Kybernetik, Wissenschaftliche
Verlags-gesellschaft, Stuttgart 1969.
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Reading

Neumann, John v.; Morgenstern,
Oskar: Spieltheorie und wirtschaftliches
Verhalten, Physica-Verlag, Wiirzburg,
Wien 1973, 3-790-80134-8.

Vester, Frederic: Die Kunst vernetzt zu denken —
Ideen und Werkzeuge fiir einen neuen Umgang
mit Komplexitat, Deutsche Verlagsanstalt

DVA, Miinchen 2002, 978-3-423-33077-0.

Wiener, Nobert: Mensch und Menschmaschine.
Kybernetik und Gesellschaft, Alfred Metzner
Verlag (Athen&um), Berlin, Frankfurt am Main 1952.

Wiener, Nobert: Cybernetics or Control

and Communication in the Animal and the
Machine, The Massachusetts Institute of
Technology, USA 1948, 978-0-262-23007-0.
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In this section...
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parameters and flow parameters RefleCtion A 46

« You will learn the significance
of well-aligned operational

functions for sustainable results sllmma ry of
o
« You will be introduced to the SeCtlon PAGE 47

elements of a proven model kit for
a cybernetic organization set-up
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Il. How to implement cybernetics in a business

Management Cybernetics offers methods to
achieve organizational stability.

1. A corporation’s top objective is to
1 ° Why survive — to do this, it is necessary to have a
sustainable and good financial result.
° 2. The required pre-conditions are a sufficient
CYbe r n et I CS? order intake, a sufficient gross margin and an

effective and efficient order execution.

Many managers tend to directly call in results on target figures. They do not C A\
realize that these target figures are just the result of the underlying complex
@ interactions. The target figures only serve as indicators, but not as levers. The F \ SUfﬁCient
next level down also usually just consists of non-operable recording parameters. .
Sufficient gross margin
order intake

The key management task is to identify the flow parameters and to optimize

their operational alignment within the market context. In enterprises, SUSTAINABLY
these flow parameters are the effects of the operational functions. SUFFICIENT

FINANCIAL

1o

RESULT

Management cybernetics is about optimizing the information flow between these
operational functions. According to Stafford Beer, an enterprise is an emergent

system that does exactly what is defined in its information flow. Thus, the properties

of an enterprise are defined by the interaction of its operational functions.

Effective and
efficient order
execution

“Cybernetics and good, effective management are identical” (Fredmund

Malik, Fihren, Leisten, Leben, p. 28). We should overcome the “old”

O O

mechanistic way of thinking and “think and act in systems”.

34 The Consumer Goods Forum End-to-End Value Chain 35



Logistics Market

3. These pre-conditions can only be fulfilled by a
well-aligned dynamic-com-plex interaction of the
operative functions along the business process...

Legislation and
Guidelines

Available Systems
and Applications

Capital Market Leadership and

Financing Controlling

Available
Technologies

IT Support

Logistics Sufficient

gross margin

Sufficient
order intake

Product
Management

SUSTAINABLY

Production SUFFICIENT
FINANCIAL
RESULT
Available
Methods

Product
Development

Effective and
efficient order
execution

Management

Labor Market

Marketing
Purchasing

Competitive
Environment

Sourcing Market

Market

Logistics Market

4. ...within the given market conditions.

36 The Consumer Goods Forum
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Il. How to implement cybernetics in a business

5. Not all variables are suitable for management action. We should
distinguish between flow parameters and indicator parameters.

Flow parameters Indicator parameters

These parameters significantly influence other param- These are parameters which are influenced by many
eters. Their settings can be influenced by the actors. other parameters, but do not influence other param-
eters. Indicator parameters record the result of the
Critical parameters interactions of flow parameters. They show the status
Critical parameters are a special subset of flow

parameters. Critical parameters influence many

and their changes over time show the development
of the system.

other parameters and are influenced by many

other parameters. As the behavior of a system

is particularly influenced by the interaction of

such critical parameters, the highest attention

should be paid to the critical parameters.

Legislation and
Guidelines

Available Systems
and Applications

Capital Market Leadership and

Financing Controlling

Available
Technologies

IT Support

Logistics Sufficient

gross margin

Sufficient
order intake

Product
Management

SUSTAINABLY

Production SUFFICIENT
FINANCIAL
RESULT
Available
Methods

Product
Development

Effective and
efficient order
execution

Management

Purchasing

Competitive
Environment

Sourcing Market <
Market N
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Il. How to implement cybernetics in a business

6. We can neither directly act on the objective nor on the indicator
parameters; we can only influence the flow parameters. Effectiveness

. Timing of the effect
- Direction of the effect
« Function of the effect

7. When doing so, we have to respect the drivers . Fade-away rate

and the effectiveness of the measures. Legislation and + Reinforcing or
Guidelines ' stabilizing dynamic
Available Systems effects of all
and Applications parameters

Capital Market Leadership and

Controlling

Available
Technologies

Logistics : N Sufficient
- gross margin

Sufficient

. Product \
order intake

: Management
SUSTAINABLY \

Production SUFFICIENT \

l FINANCIAL

\ RESULT ”’
S\ / Available

Methods

Logistics Market

Effective and T~ ‘ Product /
efficient order ~_ Development /
execution ‘

Labor Market

Purchasing

Competitive
Environment

Drivers B — -

- Interests and needs Sourcing Market AN
of acting parties @

. Possibilities, Market N\
capabilities

- Market influences

« Information flow

- Actions

» Reciprocal effects
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1. If the operational output is poor, ...

- If customers are not happy because
of delayed delivery,

- and/or the quality does not
meet the specifications,

- and/or the staff is not satisfied because their
activities are not well coordinated, resulting
in extra work and unplanned overtime,

then there is no point in inviting customers to a for-
mula 1 race or arranging a team-building event with

the staff. That will not solve the underlying problems.

The customer and the staff satisfaction are just ob-
jectives and not operable levers.

2. ... dig deeper to really understand
the system (Jay Wright Forrester).

Operative “System Results”

Satisfaction

Staff
Motivation

Image in Eyes
of Customers

Instead, have a look at the classic indicators “Cost”,
“Processing Time” and “Quality”.

But be aware that these indicators are just recording
parameters; they are also not operable levers.

Satisfaction

Staff
Motivation

Processing
Time

Image in Eyes

of Customers

| ————————

40
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Il. How to implement cybernetics in a business

3. In particular, check whether the management
is able and willing to understand the system.

Operative “System Results”

Management’s

Awareness of Operative “System Results”
Reciprocal Effects

Management of Stabilising

the Interfaces Feedback
Mechanisms

=

| —

Satisfaction

Processing
Time

Quality

| N—

Staff
Motivation

Image in Eyes
of Customers

You should start to scrutinize the management’s
awareness of the reciprocal effects as the most im-
portant pre-condition for any improvement.

When you are sure about the management’s aware-
ness, design the processes and carefully define the

communication around the interfaces.

Then introduce stabilizing feedback mechanisms (e.g.:
traffic light systems).

End-to-End Value Chain
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Il. How to implement cybernetics in a business

4. Design the system’s “in-betweens”: processes, communication, 5. You now have a suitable basic cybernetic set-

especi-ally feedback, multi-project management, and leadership. up. Cost, processing times and quality will improve,

Finally, make sure that competing projects run through  Support the feedback with the right IT applications. resu“mg in staff motivation and a better Image.

the defined process as smoothly as possible by appro-  And last, but not least: promote good leadership. Success will further boost the improvement as it will

priately designing the resources in each process step. lead to a circular feedback to the management set-up
and the systems services.

Operative “System Results”

( N\
Management’s
Awareness of Operative “System Results” Satisfaction
Reciprocal Effects
Cost ' )
4 N\
Management of Stabilising
the Interfaces Feedback Staff
Mechanisms Motivation
Processing
Time
Allocation (Partially) Image in Eyes
of Resources Integrated of Customers
IT Applications
Quality
$ ’ A 4 L 4
9
> . I
o (Multi-) Project Vertical I
0 1 Management Communication
£ (Leadership) |
(V]
- ! J
0
> \ > > > > > o
()] L < ¢ < < < < <
I
N
\ ]
——————— e Rl ettt
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Il. How to implement cybernetics in a business

Always start by ensuring that The approach to a cybernetic set-up works in
the management is ready for the same way as the approach to a restructuring

a cybernetic approach. project: Staying at the surface is just like fighting
against symptoms.

You should go
back to the roots!

Management Systems Operative Business

Set-up Services System Results Objectives

Analogy to crisis management

|
A
Shareholder Strategy | Structural . . | . . Retrieval or
Crisi .. - P&L Crisis Cash Cirisis
risis Crisis Crisis Insolvency
m - _ _ - ‘ C C -
£
5
(2}
2@
o L -
@)
2
=
0O +
8%
°5
o o

‘ Time t |
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@ Please, list up the
most relevant flow
parameters in your
organization which
are suited to influence
the results.

© Write down the
external factors your
organization must
take as given.

46

© Is your management
open-minded for a
cybernetic mode
of operation?

O Are the processes
in your organization
designed in an
integrated way?
How well are the
processes geared
with each other?

The Consumer Goods Forum

Summary
of Section

To improve the resilience of your organization, build

a cybernetic management set-up and identify and
operate the effective flow parameters.

- A corporation’s top objective is to survive
— to do this, it is necessary to have a
sustainable and good financial result.

- The required pre-conditions for sustainability
are a secured sufficient order intake
offering sufficient gross margin and an
effective and efficient order execution.

« These pre-conditions can only be fulfilled by
a well-aligned dynamic-complex interaction
of the operative functions along the business
process within the given market conditions.

- Not all variables are suitable for management
action. We should distinguish between flow
parameters and indicator parameters. We
can neither directly act on the objective
nor on the indicator parameters; we can
only influence the flow parameters.

End-to-End Value Chain

Il. How to implement cybernetics in a business

Optimize your system by really changing the
basic conditions, instead of trying to realize
changes with inappropriate basic conditions.

The management’s task is to initiate self-
regulation and to keep it running by making sure
that enough information and energy are added.

Always start by ensuring that the management
is ready for a cybernetic approach. In particular,
check whether the management is able

and willing to understand the system.

Design the system’s “in-betweens”: processes,
communication, especially feedback, multi-
project management, and leadership.

You now have a suitable basic cybernetic
set-up. Cost, processing times and quality will
improve, resulting in staff motivation and a
better image in the eyes of your customers.
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Il. How to implement cybernetics in a business

Relevant Sources
for Further Reading

- Apitz, Klaas; Gege, Maximilian: Was Manager - Konigswieser, Roswita; Hillebrand, . Malik, Fredmund: Fiihren, Leisten, - Simon, Fritz B.: Einfiihrung in die systemische
von der Blattlaus lernen kdnnen — Erfolgsrezepte Martin: Einfiihrung in die systemische Leben, Campus Verlag, Frankfurt am Organisationstheorie, Carl-Auer-Verlag,
der Natur im Unternehmen anwenden, Gabler Organisationsberatung, Carl-Auer-Verlag, Main 2006, 978-3-593-38231-9. Heidelberg 2011, 978-3-869-70602-7.

Verlag, Wiesbaden 1991, 3-409-13364-X. Heidelberg 2011, 978-3-896-70667-6.
- Picot, Arnold; Reichwald, Ralf; Wigand, Rolf T.: - Surowiecki, James: Die Weisheit der Vielen —

- Beer, Stafford: Kybernetik und Management, - Kiippers, E. W. Udo: Eine transdisziplinare Die grenzenlose Unternehmung. Information, Warum Grupen kliiger sind als Einzelne, Goldmann
S. Fischer, Berlin 1962, ASIN: BOOOOBG90H. Einfihrung in die Welt der Kybernetik — Organisation und Management, Gabler Verlag, Miinchen 2007, 978-3-442-15446-3.

Grundlagen, Modelle und Praxisbeispiele, Verlag, Wiesbaden 1998, 3-409-32214-0.

- Bliichel, Kurt G.; Sieger, Helge (Hrsg.): Springer Vieweg Verlag, Wiesbaden . Vester, Frederic: Die Kunst vernetzt zu denken —
Krisenmanagerin Natur — Was Wirtschaft und 2019, 978-3-658-23724-0. - Sridhar, Kishor: Krisenimpfung — So machen Ideen und Werkzeuge fiir einen neuen Umgang
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3 The Cybernetic
Strategic Set-Up

to Management

Cybernetics




Learning
Objectives
Session |l

In this section...

You will learn how you can naturally
find and follow your strategic

« You will learn how to maintain
strategic flexibility and adaptability

« You will learn how to stay successful
in your strategic partnerships

e You will learn how to install an
effective innovation process and
to derive compelling products and
services for your target markets

Index Il

“Structure
Follows
Strategy” s

Questions for
Reflection .-

Summary of
Section :.:«

Relevant Sources
for Further
Reading PAGE 62



1. Cybernetic strategic set-up

Demand-based strategy should be implemented by
means of the business process, while the corporate

structure should best support the processes. L. .
“Embed” your organization in the market by creating value

for the market participants and stakeholders

- According to the subsidiary principal, by their environment. Critical question:
every organization is fully responsible for “What would our environment miss if

“ its own success. Do not blame markets your company did not (yet) exist?“
ruc ure or other players for your failure.

« Develop a clear profile in your market and

’, - Every organization is just a part of its communicate it. Decide what you should not
O o Ws ra egy environment. To be successful, it should do (anymore) by yourself and, if necessary,

add value to its environment (private and develop partners for these activities.
public stakeholders, customers, suppliers and
Alfred D' C h a n d | er partners, employees). What is your added . Contribute to value in networks.

value (unique selling propositions (USPs)?
- Look for natural lock-in effects through
- Companies which add value are in performance, trust and reliability. Do not rely

demand and are supported and sustained solely on formal contracts (e.g.: acceptance duties).

Structure should
support the
processes Feed your business with descriptions of “future scope” with highly probable,

consistent parameter values by means of a corporate foresight dialogue.

To prepare for an uncertain future ... - Replace “uncertainty” by “probability”:
Probability is calculable. By applying probability,

- Install a continuous multi-dimensional and the future loses its cloudy appearance.

Processs interdisciplinary strategic “foresight” dialogue

are next in your organization. Establish a kind of thinking - Methodological tool-box for corporate foresight:

in contexts, in complex interactions, in contrasts

and in paradoxes to better acknowledge + Scenario technique, based on legal, political
the “insight horizon” of your organization. and technology scouting, literature research,
trend survey (exponential developments,
- Introduce new aspects for corporate disruptions, inversions) by Delphi surveys,
development and prepare the future corporate technology surveys, wildcard analyses,
Strategy path by developing an open communication statistics, information theory etc.

is first concerning connected developments

and the limits of your own operations. - Choose a solid balance between scientific

expectations and practical relevance
- Feed topics with medium-term horizon into
the discourse about the operative business.
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Include the “blue oceans” approach in your considerations, equipping your
organization with an “osmotic skin” and a continuous open discourse.

- Describe “future scope for possibilities” with
highly probable, consistent parameter values
for influencing factors, trends and possibilities

- lIdentify potential business areas (new
services, new markets, neighboring markets)
for “blue ocean” opportunities (untapped
demand) and derive conclusive and consistent
strategies, also considering co-operations
in partnerships and networks. The Business
Model Canvas methodology can help you
to structure the process (see attachment).

- Crystallize future-orientated innovations.

The combination of insights leads to a coherent
corporate mindset concerning descriptors

for the future, including possible disruptive
incidents with serious effects, so-called “wild
cards“. Make sure that weak signals for wild
cards are perceived by your organization and
that opportunities are capitalized and risk is
actively managed instead of being avoided.

In cross-border relationships, the intellectual
capital increases by sharing it.

At all times, stay strategically flexible
and capable of adapting to changing
environmental conditions.

The Consumer Goods Forum

1. Cybernetic strategic set-up

Consider the basic conditions in co-operation relationships and try to
influence them in your favor by means of game theory and statistics.

Consider the game you are in. Do you want to
stay in this game? Are there other, better games?
Are there better customers or even markets?

Find out who is defining the rules in the game
you are in? Can you influence these rules?

Can a supplier be a customer at the same time?
Can a competitor be a co-operation partner

(“co-opetition”) or a customer at the same time?

What is the strategy behind decisions?
Do you see the “big picture”?

Which trends can we identify?

In networked markets and in organizations
decisions have to be made in situations

of strategic interdependency with
asymmetric information, often not
leading to the best possible solutions.

+ Try to understand the balancing act and
often the dilemma between individual
logical rationality and collective damage.

+ Make use of game-theoretical
analyses to analyze the structure of
interactions and to find solutions.
Statistical data can also be helpful.

+ Use institutions, social norms, social sanctions
and also the self-organization of co-operation
to cope with public goods problems.

Provide the basic conditions for innovation, supporting a structured
innovation process leading to precise fulfilment of market requirements

Define your strategy position and derive the
innovation objectives regarding products,
processes and the structure of your organization
directly from your strategy position.

Define an innovation team, consisting of the
Managing Director and representatives of Sales,
Product Development/Engineering, Production,
Finance and Controlling. Define the rules for the
decision-making process. Crucial to success is
the well-coordinated organization of innovation!

Invite all employees, but also customers
and suppliers, to come up with ideas
for innovation, best thinking in solutions
and not in product categories.

End-to-End Value Chain

Introduce a checklist for describing
innovation ideas in a simple, but
structured way (see attachment).

Establish a defined stage-gate process for
all innovation ideas (see attachment).

Define and implement a practice-orientated
innovation process, including the identification of
the idea, the evaluation, the sign-off procedure,
the cycle times, the meeting frequency and

all respective responsible functions.

Fill the process with life: Look for
precise requirement profiles backed by
the market/customers. Do not forget to
protect your intellectual property.
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1. Cybernetic strategic set-up

Checklist for the Stage-gate Process:
Descri ptions of Example for Innovation Sign-off of Innovations

I n n ova ti o n I d ea s Sign-off Phase Content oft the Phase

Basic acceptance and sign-off for market analysis,

Label of the idea 1
conception and first investment calculation
Type of innovation
2 Sign-off for engineering, business model specification etc.
(O Product innovation : o
3 Sign-off fort he realization of prototypes (product
features, business model with a lead costumer)
(O completely new product
4 Sign-off for commercial readiness, maker-or-buy decision
(O new product feature/attribute
5 Sign-off for market roll-out
(O New application of an existing product
6 Succes monitoring
(O Process innovation
(O Service innovation
(O New revenue model « . v
The “Business Model Canvas” (BMC) method allows and supports
Degree of the innovation a systematic approach to strategy, starting in the market.
(O Novelty in the market
Qrganization: Sub-Organization:
(O Imitation of market-proven features
ey partiners Main activitiss Value offer Customer relations | Customear sagments
Potential M e et e o T A oy | Tt i | e ———
Ty A ————— E’;ﬂ&'&fﬁ Temr s v e ﬁ?:;::::“:?_"m‘ e m———
O One-Off effeCt Fiemrary Frm— Pt by v e Crimsia b e aetrsies o Sw b
i A P - e ——
(O Repetition and scaling potential T . —_— s
Estimates additional revenue potential KEUR/year
Key resources Channels
Estimated annual cost saving potential KkEUR/year L o el TR R A
Target market/target costumers e 5t i e Y B o
s
Target market ey R A
Target costumers
Cost structure Revenue sources

i e arm e mmearn w e e
s wm was pma—y, ey

T P el g P i s ] b B
o, W L s

T e L Fre b e v
W et B A B S0 e et o St AT e B T T i - I
[y ———————— p—— ——_————— Lanmng e o Tt pmas Nia.rra e g e
Lo R ——
Lomi e s St b F e g g e e
Fass Lo G MRS LA A
e e o i

Thutm i i By
LB N B L

Who had the idea?

Date
Based on Alexander Osterwalder and Yves Pigneur,

https://www.startplatz.de/startup-wiki/business-model-canvas/
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O Is the strategy of

your organization
explicitly formulated?

© Is each of the

members of your
organization aware of
the strategy and is it
understood, accepted
and supported

by everybody?

© How well do the

processes of your
organization support
and foster the
implementation

of the strategy?

© Which are the most
relevant result drivers?

O Are the key partners
co-operating with
your organization
suitable to implement
the strategy?

©® How does your
organization
acknowledge the need
for strategic correction?

@ How is the innovation
process defined in your
organization? How is
it “implemented”?

The Consumer Goods Forum

Summary
of Section

A demand-orientated strategy is always the first
step to embed your organization in markets. Focus
on solutions for customers; skip all the rest.

- A demand-based strategy should be
implemented by means of the business
process, while the corporate structure
should best support the processes.

- Embed your organization in the market by creating
value for the market participants and stakeholders

- Feed your business with descriptions
of “future spaces” with highly probable,
consistent parameter values by means
of a corporate foresight dialogue.

« Use cross-border relationships to increase
the intellectual capital by sharing it.

« Include the “blue oceans” approach in
your considerations, equipping your
organization with an “osmotic skin”
and a continuous open discourse.

- Make sure that weak signals for wild cards
are perceived by your organization and
that opportunities are capitalized and risk is
actively managed instead of being avoided.

End-to-End Value Chain

1. Cybernetic strategic set-up

Establish a strategy-driven innovation process,
involving the whole organization. Be alert to any
changes in strategic partnerships.

. Consider the basic conditions in strategic
partnerships and try to influence them in your
favor by means of game theory and statistics.

« Provide the basic conditions for
innovation, supporting a structured
innovation process leading to precise
fulfilment of market requirements.

« The “business model canvas” method
allows and supports a systematic approach
to strategy, starting in the market.
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Relevant Sources
for Further Reading

Interested parties can find further literature about a

cybernetic strategic setup.

. Axelrod, Robert: Die Evolution der
Kooperation, Scientia Nova, Oldenbourg
Verlag, Miinchen 2009, 978-3-486-59172-9.

- Beyers, Bert; Burmeister, Klaus;
Neef Andreas: Corporate Foresight —
Unternehmen gestalten Zukunft, Murmann,
Hamburg 2004, 393-8-01707-4.

- Dathe, Johannes: Kooperationen — Leitfaden
fur Unternehmen. Strategien, Erfahrungen
und Grenzen in Europa, Hanser Verlag,
Miinchen und Wien 1998, 3-446-19270-0.

. Diekmann, Andreas: Spieltheorie — Einfiihrung,
Beispiele, Experimente, Rowohlt Verlag,
Hamburg 2010, 978-3-499-55701-9.

» Eschenbach, Rolf; Hunesch, Hermann:
Strategische Konzepte — Management-
Ansatze von Ansoff bis Ulrich, Schéaffer-
Poeschel, Stuttgart 1996, 3-7910-1093-X.

. Gassmann, Oliver; Sutter, Philipp:
Praxiswissen Innovationsmanagement, Hanser

VerlagMiinchen 2008, 978-3-446-41481-5.

- Gladwell, Malcom: The Tipping Point — How
little things can make a big difference, Litle,
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Brown & Co., Boston/New York/London
2000. Deutsche Ausgabe: Goldmann Verlag,
Miinchen 2002, 978-3-442-12780-1.

Horx, Matthias: Das Megatrend-
Prinzip — Wie die Welt von morgen
entsteht, Deutsche Verlagsanstalt DVA,
Miinchen 2011, 978-3-321-04443-3.

Forster, Anja; Kreuz, Peter: Different Thinking
— So erschliefken Sie Marktchancen mit
coolen Produktideen und tberraschenden
Leistungsangeboten, Redline Wirtschaft,
Frankfurt am Main 2005, 3-636-01186-3.

Frischmuth, Jiirgen; Karrlein, Wolfgang;
Knop, Jan: Strategien und Prozesse fiir
neue Geschéaftsmodelle, Springer Verlag,
Heidelberg 2001, 3-540-41295-6.

Kaplan, Robert S.; Norton, David, P.:
Balanced Scorecard, Schaffer-Poeschel
Verlag, Stuttgart 1997, 3-791-01203-7.

Kim, W. Chan; Mauborgne, Renée: Der Blaue
Ozean als Strategie. Wie man neue Markte
schafft, wo es keine Konkurrenz gibt, Hanser
Verlag, Miinchen 2005, 978-3-446-40217-1.

Lindley, David: Die Unbestimmbarkeit der
Welt. Heisenberg und der Kampf um die
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Seele der Physik, Deutsche Verlagsanstalt
DVA, Miinchen 2008, 978-3-421-04295-8.

- Malik, Fredmund: Strategie — Navigieren in der
Komplexitat der neuen Welt, Campus Verlag,
Frankfurt am Main 2013, 978-3-593-39766-5.

- Merbecks, Andreas; Stegemann,
Uwe; Frommeyer, Jesko: Intelligentes
Risikomanagement — Das Unvorhersehbare
meistern, Redline Wirtschaft, Frankfurt
am Main 2004, 3-832-30964-0.

- Nagel, Reinhart; Wimmer, Rudolf: Systemische
Strategieentwicklung — Modelle und Instrumente
fur Berater und Entscheider, Schéffer-Poeschel,
Stuttgart 2009, 978-3-791-02871-2.

- Nalebuff, Barry; Brandenburger, Adam:
Coopetition - kooperativ konkurrieren. Mit der
Spieltheorie zum Unternehmenserfolg, Campus

Verlag Frankfurt, New York 1996, 3-593-35585-X.

- Neumann, John v.; Morgenstern,
Oskar: Spieltheorie und wirtschaftliches
Verhalten, Physica-Verlag Wirzburg,
Wien 1973, 3-790-80134-8.

. Osterwalder, Alexander; Pigneur, Yves:

Business Model Generation — Ein Handbuch
flir Visionare, Spielveranderer und
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Herausforderer, Campus Verlag, Frankfurt
am Main 2011, 978-3-593-39474-9.

Primus, Arhur: Optimierung von
Problemldsungsprozessen durch
Wissensmanagement — Ein Vorgehensmodell,
Deutscher Universitatsverlag DUV
Wirtschaftswissenschaft, Wiesbaden

2003, 3-824-40689-6.

Segil, Larraine: Strategische Allianzen —
Systematische Planung und Durchfiihrung
von Unternehmensallianzen, Midas Verlag,
St. Gallen 1998, 3-907-10005-0.

Shannon, Claude; Weaver, Warren: The
mathematical theory of Communication, University
of lllinois Press, Urbana and Chicago 1963,

Library of Congress Card Catalogue: 49-11922.

Warren, Kim: Competitive Strategy
Dynamics, John Wiley & Sons,
Chichester 2004, 0-471-89949-6.

Weick, Karl E.; Sutcliffe, Kathleen M.: Das
Unerwartete managen. Wie Unternehmen aus
Extremsituationen lernen, Schéffer-Poeschel,
Stuttgart 2010, 978-3-791-02968-9.

Also remommendable:

https://link.springer.com/book/10.1007/978-
3-658-18917-4 (100 Management-Tools)
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