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One big reason is often the approach to agile 
transformation. Many leaders adopt a mindset 
that envisions an orderly transition from one sta-
ble state to another, seeking to move the entire IT 
organization to agile in one fell swoop. However, 
such an approach rarely yields the desired results. 
Instead, we have often observed that more-suc-
cessful agile initiatives break with traditional ways 
of thinking to begin the journey with selected 
parts of the IT organization. This alternative 
mindset accepts a certain degree of instability and 
uncertainty during the transition to agile, and 
allows ample time for the IT organization as a 
whole to adapt (in essence, applying agile princi-
ples to the agile transformation process itself). 
Once agile practices are well-established in por-
tions of IT, they can be expanded to other teams, 
and eventually to other functions within the 

broader organization, so that the entire enterprise 
supports the IT organization’s efforts to operate in 
an agile manner.

There is no way around the observed fact that a 
wholesale agile transformation usually takes time. 
Indeed, it can take up to 10 years to go from a tra-
ditional IT organization just getting started with 
agile to an entire enterprise where agile ways of 
working are part of the culture. But that is no rea-
son not to start. We envision a four-stage 
transformation process in which every step along 
the way can deliver benefits—and where each step 
can be accelerated by taking certain specific 
actions (figure 1). Below is our guide to cultivating 
agility in an organization, from small beginnings 
in the IT department to its adoption across the 
entire enterprise.

More customer value, faster development times, greater responsiveness 
to market changes, better employee motivation, higher user satisfaction, 

and lower costs. The lure of benefits like these often motivates IT organizations 
to investigate agile methodologies, widely believed to be able to deliver such 
positive outcomes. However, transforming a traditional IT shop to an agile one 
is rarely easy or quick, and it can be even harder to extend the agile philosophy 
to functions outside IT to become a truly “agile enterprise.” Our experience 
shows that many agile initiatives get stuck in implementation, failing to deliver 
the hoped-for benefits. Why?
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Stage 1: Traditional IT  
Seeding the agile alternative
At the first stage, the traditional IT level, the pre-
dominant operating model follows a 

“plan-build-run” approach. This model calls for 
each team within IT to focus on a certain activity 
that it and it alone performs. The planning team 
defines the strategy, processes, and governance 
mechanisms; the build team is responsible for all 
change initiatives, which are conducted with water-
fall methods; and the run team focuses on IT 
operations. Process frameworks such as ITIL are 
often used, defining stage gates at which the most 
promising initiatives are selected and given 
resources and budget to continue.

To introduce agile methodologies into an environ-
ment like this, leaders can identify one or more 
projects or groups to manage separately from the 
prevailing plan-build-run model. This may mean 
implementing agile approaches for a specific proj-
ect, or it may mean identifying a relatively 
self-contained group within the IT organization 
that can adopt agile approaches without extensive 
detrimental impact on the rest of the organization. 
The idea is to seed agile within the broader IT orga-
nization, creating a nucleus of experience and 
know-how in agile methodologies that can later be 
extended to other parts of IT.

Paradoxically, one step toward preparing an IT 
organization for the journey toward agile can be to 

FIGURE 1

Four stages in the journey to an agile enterprise

Number of 
agile-minded 
workers

Entities that are 
most affected

Accelerators to reach 
the next stage faster

1. Traditional IT Few,  
hand-selected IT department

Establish a structured operating 
model
Outsource IT operations to 
vendors using agile methodologies

2. Bimodal IT Some

Innovators and labs within 
the IT department

Customer interface 
developers and front-end IT

Require outsourced vendors to use 
agile methodologies

Deploy innovation coaching or 
form an innovation team to diffuse 
knowledge about agile ways of 
working

3. Agile IT Most Remaining product 
development units within IT

Implement a scaled agile 
transformation using a “minimum 
viable change” approach

4. Agile enterprise All Laggard functions
Provide other (non-IT) functions 
with learnings and guidance for 
supporting agile ways of working

Source: Deloitte analysis.
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establish a structured operating model for a plan-
build-run approach. This step can be important for 
IT organizations where development occurs in an 
unstructured, ad hoc manner, as it allows IT per-
sonnel to become accustomed to following a 
defined process instead of approaching each proj-
ect in an idiosyncratic way. 

Another important action leaders can take to help 
accelerate progress out of the traditional IT level is 
to outsource a number of projects and encourage 
those vendors to use agile methodologies. The 
organization can hand over all IT services and ini-
tiatives related to the project in an unstructured 
state. The outside vendor then takes over, structur-
ing the activities and providing services by applying 
standardized processes, while monitoring agreed 
metrics and intervening if the metrics fall outside 
the agreed-upon ranges. By observing the vendor’s 
actions, the client’s staff can learn how an agile 
project is managed, sharpening their ability to 
steer the outsourcing vendor over time.

The experience of a multinational banking corpora-
tion shows how a traditional IT organization can 
begin moving toward agile. Under pressure from 
new marketplace entrants (such as fintechs) that 
were often more flexible, had shorter times to mar-
ket, and offered more comprehensive product 
suites, the company decided to experiment with 
agile methodologies to shorten its product develop-
ment cycle. It had already outsourced most of its IT 
projects to vendors that followed agile methods, 
and the positive results from these efforts sup-
ported the business case for establishing an agile 
delivery model in-house. 

The company decided to start the transformation 
in its offshore center in India to keep costs down, 
targeting IT executives in a specific organizational 
unit. Cultural differences between workers from 
the company's headquarters in Germany and those 
in India presented an initial difficulty, but after 
both sides reached a common understanding, the 
change of mindset toward agile principles—as well 
as the motivation to act differently—took hold. The 
teams in India learned agile methodologies from 
the overseas professionals and developed effective 
ways to manage multicultural teams in an agile 
context. Currently, the company is expanding agile 
practices throughout its Indian IT organization 
with the goal of eventually applying agile methods 
around the world. As a first step, the organization 
has refined its project approval and budgeting pro-
cess so that agile endeavors are being evaluated on 
the same basis as classical projects. 

Stage 2: Bimodal IT 
Straddling both worlds
An IT department at the bimodal IT level operates 
in two worlds. At this stage, IT organizations fre-
quently have several initiatives or “digital labs” that 
use a broad range of agile methodologies and 
thinking approaches such as Kanban, lean startup, 
design thinking, and scrum. These digital labs 
operate as self-contained entities aiming to develop 
prototypes and minimum viable products outside 
of the traditional IT environment. Their goal is to 
deliver innovative solutions that are easy to under-
stand by customers in the business. Meanwhile, the 
rest of the IT organization continues to operate 

along plan-build-run lines.

Tension between the digital labs 
and the remainder of the IT orga-
nization is not uncommon at this 
stage. For one thing, projects 
started in digital labs are difficult 
to complete by the classical IT 
organization, as the timelines for 

By observing the vendor's actions, 
the client's staff can learn how 
an agile project is managed, 
sharpening their ability to steer 
the outsourcing vendor over time.
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planning and implementation often differ signifi-
cantly. For another, the classical IT organization 
tends to be skeptical of the digital labs’ agile project 
managers, perceiving them as lacking clarity on 
how to reach the final goal since the agile teams’ 
minimum viable products are developed in incre-
ments. The funding process also differs 
fundamentally between the digital labs and the rest 
of IT. While classical projects need up-front fund-
ing for the entire project duration, agile digital labs 
typically compete with each other for budget, with 
only the most promising developments receiving 
funding at each project checkpoint.

One way for a bimodal IT department to progress 
to the next stage more quickly is to require—not 
just encourage—vendors to apply agile methodolo-
gies to outsourced projects. This can deliver 
benefits on two fronts. First, technology compa-
nies frequently have agile resources and 
know-how on hand, so many vendors are able to 
start projects very quickly. And second, the cli-
ent’s IT staff can learn about the procedures and 
tools of an agile way of working by observing how 
the vendor acts. 

As an example of how digital labs can help an IT 
organization gain comfort with agile, consider the 
story of a global insurance company that had cre-
ated a digital lab to gain experience with agile 
methodologies. The digital lab had evolved to the 
point where it was using agile methods to develop 
standardized insurance products without being 
technologically or culturally constrained by direc-
tion from corporate headquarters. In fact, by 
having experts from the insurance business work 
with the software developers, using journey maps 
to gain a customer-centric perspective, and con-
tinuously reprioritizing projects based on the end 
product’s envisioned value to the customer, the 
digital labs were able to develop more-relevant 
products—and get them to market more quickly—
than the product development initiatives driven 
by headquarters.

Some time after the digital lab’s establishment, 
leaders decided to centralize the provision of IT 
services for all of the company’s products, hoping 
to take advantage of synergies with current and 
previously developed software products to reduce 
asset development costs. Encouraged by its posi-
tive experience with the digital lab, IT embarked on 
an ambitious agile transformation, establishing 
multiple cross-functional scrum teams in multiple 
delivery locations. A strong change management 
program enabled the scrum teams to spool up on a 
steady and gradual basis regardless of location.

The company intended to use the scrum teams to 
not only develop standardized products, but to 
apply agile methodologies to quickly consider and 
implement local requirements (for instance, to com-
ply with specific countries’ regulations) into those 
products. The effort was successful. To date, the 
scrum teams have been able to produce more than 
12 digital assets, which are live in eight countries. 

Stage 3: Agile IT 
Focusing on products, 
not projects
The third stage, agile IT, is characterized by 
increased collaboration among groups and a pre-
vailing mindset that focuses on outcomes over 
predefined outputs and deliverables. Typically, this 
stage is catalyzed by leaders who have seen the 
benefits of the digital labs’ agile operations in the 
bimodal IT phase and now want to extend those 
benefits to the entire IT organization. Although the 
biggest shift in this transition is cultural, there is 
also an organizational impact: Whereas a tradi-
tional IT organization organizes by 
process—putting together teams from multiple 
groups focused on completing specific tasks—an 
agile IT organization organizes around the product, 
integrating all team members into a single group 
striving to achieve the same outcome. The product 
they are working on, in essence, becomes the orga-
nizational entity to which these workers belong.

www.deloittereview.com
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Operating as a product organization can enable the 
formation of stable, self-organizing, cross-func-
tional teams across the IT organization that can be 
up to 400 percent more efficient than traditional IT 
project teams.1 Such product teams adopt an agile 
mindset and culture, and are thereby able to take 
over further development of any minimum viable 
products that a digital lab may produce.

Another common strength of a product-focused 
organization is that, as it becomes more mature, it 
is increasingly able to use a variety of different 
frameworks, such as SAFe and DevOps, that focus 
on different aspects of agility while still maintain-
ing a common agile culture. The impetus for variety 
typically comes from the realization that a single 
framework cannot fit all situations equally well, 
and that teams could be more effective if allowed to 
pursue their method of choice as long as they com-
mit to following agile values and principles. Hence, 
teams can use different methods, including scrum, 
Kanban, or even waterfall, without sacrificing the 
adaptability and focus on outcomes that are hall-
marks of agile. (See figure 2 for a guide to deciding 
what kind of approach may be preferable in differ-
ent situations.)

To accelerate progress to the next stage, organiza-
tions can deploy transformation teams organized in 
communities of practice to share knowledge and 
lessons learned among the IT organization’s various 
development teams. The use of a minimum viable 
design approach, in which the most basic changes 
are implemented first, can help to reduce the trans-
formation teams’ need to reinvent the wheel for 
each new group they work with. At the same time, 
the transformation team should be allowed the free-
dom to calibrate the speed of agility adoption to 
each group’s needs. We recommend taking a “mini-
mum viable change” approach in which change 
progresses by making small, frequent adjustments 
rather than all at once. This can help the transfor-
mation team quickly test its approach with each 
new group with which it works, and speeds up the 
delivery of value for the larger organization due to 
the small but frequent increments of change. 

One multinational telecommunications company 
that had historically relied on classical develop-
ment approaches for its core systems wished to 
adopt agile approaches—both within the IT organi-
zation and across the broader business—to become 
more responsive to the marketplace. Since the 
company’s mission revolves around the 

FIGURE 2

Several factors can help determine whether a traditional or an agile approach is preferable

Traditional approaches 
work well when …

Agile methodologies 
work well when …

Number of systems that depend on output Many Few

Number of systems providing input Many Few

Required/desired number of releases per year Few Many

Degree of hardware development or embedded systems High Medium-low

Source: Deloitte analysis.
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technology-enabled dissemination of information, 
it had the advantages of both an advanced techni-
cal infrastructure and a culture that was supportive 
of innovative business solutions. At this company, 
the IT organization had reached the point where it 
was organized around products—but the business 
was still split into the familiar departmental silos of 
finance, procurement, marketing, and so on. The 
company sought to extend the adoption of agile 
principles across these silos by promoting collabo-
ration between business and IT. Customer journey 
maps—which depict a customer’s interactions with 
the organization, along with the related internal 
processes and information systems, from the cus-
tomer’s own perspective—and value 
streams—which show the multiple customer jour-
neys that can lead to a given outcome—were 
extensively used to drive collaboration. These jour-
ney maps allowed personnel in different functions 
to understand, for the first time, how customers 
interacted with the organization’s technology at 
various points in their experience, which helped 
engage functional representatives in proposing and 
testing improvements.

Other changes also supported the business’s shift to 
agile ways of working. From a financial 
perspective, the company went from 
project-based funding to an incremen-
tal approach that allowed it to provide 
seed funding for developing minimum 
viable products. In terms of leadership, 
executives were coached to accept fail-
ure as an option, while remaining 
cognizant of the need to halt unsuc-
cessful efforts. Finally, from a 
technology architecture standpoint, 
the company was able to allow classi-
cal methodologies (primarily waterfall) 
to seamlessly coexist with agile meth-
odologies by eliminating “technical 
debt” and ensuring that the organiza-
tion’s long-term vision was reflected in 
the data model. 

Stage 4: The agile enterprise  
Teaming across functions
The fourth and final stage in the progression to 
agile is the agile enterprise stage. At this level, all 
stakeholders work closely with each other to 
increase the alignment between technology prod-
ucts and customer requirements. To increase 
collaboration, organizations create end-to-end 
teams that cut across functions. Further, the con-
cept of the customer has evolved. All parties orient 
themselves toward serving the end customer—
those who buy the company’s products or 
services—instead of considering the customer to be 
the internal business units or functions that use IT 
products.2 Endeavors are funded incrementally in 
stages rather than contractually via a fixed project 
budget. (In an environment with stage-based fund-
ing, a project team must continuously apply for the 
next round of funding, with approval contingent on 
delivering the desired results.3 In this way, funding 
is directed to the most promising intermediate 
products rather than to a predetermined but possi-
bly suboptimal final deliverable.) From an HR 
perspective, performance management also reflects 
an agile way of working, with workers’ performance 

www.deloittereview.com
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FIGURE 3

Every stage of the journey to an agile enterprise has different advantages and limitations

Attributes Advantages Limitations

Traditional 
IT

• Separation of planning and 
execution

• Efficient processes 
• Predictability and control

• Clear structure and 
responsibilities

• Greater ability to plan ahead
• Process efficiency facilitates 

cost control

• Slow development speed
• Adjustments to plans are 

time-consuming
• Low employee motivation 
• Limited customer focus

Bimodal IT

• Balance between stability 
and speed

• Separation of different 
cultures

• More innovation
• Increased focus on customers

• High potential for conflict
• Minimum viable products are 

often rejected by traditional IT
• Tension between waterfall 

and agile project teams

Agile IT

• One culture for the entire IT 
organization

• Agile values and principles 
prioritized over methods and 
tools

• Shift from project to product 
organization

• Successful implementation of 
products based on minimum 
viable products

• Increased customer and 
employee satisfaction 

• Significantly faster time to 
market

• Nonagile business units/
functions limit IT’s agility

• Limited interaction between 
product developers and end 
customers

Agile 
enterprise

• One culture for the entire 
organization

• End-to-end stakeholder 
responsibility for product 
development

• Cross-functional teams
• Adaption of agile principles 

by business units/functions

• Flexible organization that can 
respond to changes quickly

• Further increases in customer 
and employee satisfaction

• Fast time to market
None

Source: Deloitte analysis.

being measured on multiple agile endeavors rather 
than against the outcome of a single project.4

It can be helpful, to ease the non-IT functions’ 
transition to agile ways of working, to develop tem-
plates or blueprints that give examples of how they 
can support agile approaches. For example, the 
finance department can be given an off-the-shelf 
model for incremental funding. In this way, the 
functions can more quickly and easily implement 
the changes they need to adopt to support IT’s use 
of agile methodologies. 

Different stages, 
different benefits
That it may take years to move through one stage 
to the next should not necessarily be a cause for 
concern. Every stage in the journey to an agile 
enterprise can yield benefits, although the advan-
tages (and limitations) can differ from stage to 
stage (figure 3).

An important point, too, is that many different 
methodologies can coexist in an agile enterprise—
as long as all teams commit to a joint culture based 



www.deloittereview.com

45Stepping stones to an agile enterprise

CARSTEN BROCKMANN, Deloitte Consulting GmbH, is a senior consultant in Deloitte Consulting’s 
Strategy and Operations Finance practice. He is based in Berlin.

CHRISTIAN NAGEL, Deloitte Consulting GmbH, is a senior consultant in Deloitte Consulting’s 
Technology Strategy and Architecture practice. He is based in Frankfurt.

STEPHAN KAHL, Deloitte Consulting GmbH, is a manager with Deloitte Consulting’s Technology 
Strategy and Architecture practice. He is based in Munich. 

ANDREAS BIERMANN, Deloitte Consulting GmbH, is a director in Deloitte Consulting’s Technology 
Strategy and Architecture practice and leads the organization’s Enterprise Agility service offering. He is 
based in Hamburg, Germany.

on the agile values and principles defined in the 
agile manifesto:5 

• Individuals and interactions are preferred over 
processes and tools

• A working solution is preferred over compre-
hensive documentation

• Collaboration between all parties is preferred 
over contract negotiation

• A fast response to change is preferred against 
following a plan

Becoming agile on an enterprise level is a long jour-
ney that, for many organizations, is most feasible to 
accomplish in a stepwise fashion. Starting the jour-
ney toward agility often requires leaders to accept 
that the IT organization will likely experience some 
instability and conflict during the first two stages, 
when pockets of agile activity are still surrounded by 
traditional development culture and processes. 
Although each of the steps toward enterprise agility 
has certain limitations, each also delivers worth-
while benefits. The ultimate payoff: the potential for 
gaining a competitive edge through agile methods 
that allow companies to be more responsive to and 
aligned with customer demands. •

Read more on www.deloitte.com/insights
CIO Insider: Reimagining the role of technology
 
Technology in and of itself is not the answer to successful transformation. Long-term sustainable value 
will only be created by unifying the business and technology strategies.

Visit www.deloitte.com/insights/tech-value



Endnotesi

Stepping stones to an 
agile enterprise

page 36

1. Jeff Sutherland, Scrum: The Art of Doing Twice the 
Work in Half the Time (Random House, 2016).

2. Petri Kettunen and Maarit Laanti, “Future software 
organizations—agile goals and roles,” European 
Journal of Futures Research 5, no. 1 (2017): p. 16.

3. Deloitte Insights, Agile in government: A playbook from 
the Deloitte Center for Government Insights, 2017.

4. Josh Bersin et al., The employee experience: 
Culture, engagement, and beyond, Deloitte 
Insights, February 28, 2017.

5. Kent Beck et al., “Principles behind the Agile 
Manifesto,” agilemanifesto.org, February 2001.










	Cover
	Text
	Endnote
	blank
	blank
	blank
	Back-cover



