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A large Life and Pensions company
wanted to improve its ability to
respond to change. At the time
there were separate teams for
each area of expertise: strategy,
business model, transformation,
lean and technology. As change
projects moved from one team

to the next, there was significant
documentation, signing-off
processes and hand-over
requirements. Because change took
so long, adjustments were needed

to the original plan as circumstances
changed, creating extensive re-work

and re-documentation. The result
was slow and expensive change.

The organization identified some

design principles:

D Provide a faster and more
responsive change capability;

D> Move from a philosophy of
doing everything 100% correct
to delivering quick functionality;

D Deliver change in “sprints” to
allow for changing requirements;

D Reduce time spent on
documentation;

D Share skills across teams.

Operating Model Canvas - Example&of 0
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Old operating model of change process

Located at HQ
not with operations

Teams
located in

HQ
: ed , :
Teams working | sepdCrgce [
in silos | office ‘
| | Slow and
— —— - ) \ costly change
q Led
eview m
ézus'mess Trans- Ted! =8
Model formation 5T
o (Biz Model Team S
Team)
Change
People delivered
based Documented
7 culture handovers i
Clear team | between [, ’ecordif,c"
| respons\= - Separate | pifferent teams A "9nsfory, 9 by
| pilities feams | reporting Teq Tion
based on job lines Proi
_families L IC
t[:{;age.menf gnd
_ Program-based quirements
Peg p{_.le and - ma?mgement Staff work
job families T Cofchange in Fixed =
dominate S locations D
structure 1

Team KPIs rather than outcome KPIs

Extensive documentation
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\\ New operating model

Supported by expe
in agile working

sl

PO

N

Review

; stro*egh

rts

Project teams located

with operations

/

sShape
change

\e willing Matrix of job
Peo& move families and
" |ocation for
each proJeC?

[
bt i

Matrix of job families
and projects

Job family
Roles  9uality controjs

anagement | allocatey ‘
of Change ‘ 10 projects "y A database
—

Desiaf . \y Job
p(uthoﬂ*"l Project Mof“:?‘m‘{\y

KPIs Meetings

" Program/
Project

KPIs focused on
change outcomes
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Regulatory
nt Oversight

B —
Project .
teams Office space

i located with flexible
! operations
|

De"Ver
Sprints
Deliver
SPr'\\'\"s

Deliver
Sprints

Deliver
Sprints
2

CMMI
Bench-
marking

Knowled
sharing ©
platform

Multi-skilled project
teams using sprints

Change
delivered

Changes four
times faster

at half
the cost

/

Skill d’base and

MI dashboards

Strategic change management in an insurance company

Processes
Moved from functional silos, with documented
hand-offs, to multi-skilled teams focused on
change projects using agile methods.

Organization
A matrix structure with functions acting as job
family leaders and Transformation leading
day-to-day management of projects.
Transformation is accountable for change
outcomes; functions for competence and
people development. Career path based
on professional competencies, values and
willingness to work in multiple roles and
locations. Some people not suitable so
counseled out of the organization.

Locations
Projects now co-located with the business
area concerned. Function heads co-located
at HQ to promote process development and
collaboration.

Information
Skills database, project-based information
system and knowledge platform, all open
access.

Suppliers
Suppliers that have a proven record in Agile
working.

Management processes
Design Authority to ensure that multiple
projects advance the overall organizational
development.
Project-based KPIs.
Strong regulatory oversight.
Benchmarking of capabilities with CMMI.
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A US company with three product | Sales structured by region : LT
divisions was suffering from Old operating model

some performance issues. Certain
segments were not being well

S High costs of
served. The product divisions were

complexity, some poor

slow to react to market changes. | service
Margins were not increasing despite o Three\
rising volumes. DiFFicm;H i;or suppliers 3‘??2‘;2’;‘;:

roduc ]
A few years earlier, to save costs, divisiioons fo get !%—L% S R%%%nsal %
the company had created a multi- Sales to do what
product sales function, across its they want Product o Right product,
three product divisions. As the ‘ Duisieghs w\h’\;\;‘@ce right service
product divisions grew, managers Product o :SITJ

had been complaining that the Division B

complexities created by this Sales force Product

shared sales force were slowing had own agenda Division C

down decisions, increasing costs it wak;escgucsn?afel e— P force_

and making it hard for product measufed on Y ;t';’bi’gﬂﬁé t‘rl'eated as.

divisions to keep in touch with profit g’ggssgg;ceg separate pro Sales force
their customers. The managers in not always
sales were critical of slow product == _able to
developmgnt ih product Divisiqns, Complex KPIs and Ll()g}ssio::d prggﬁedsivwcn:_ OOdJl;(S)fsfffrwce
unclear objectives and exhausting frequent meetings. Sales Force | *freosured on segment needs
planning and target-setting Hard to hold people KPL margin/p"

processes. to account

The chief executive decided to
review the operating model
because he wanted to accelerate Complex planning,
growth and profits. documentation and
frequent disagreements
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\ : Processes
New operating model
P 9 Sontinue torekare Moved from shared sales force to sales
Start using distributors for regional offices forcgs aligned with product d.IVISIOHS, but
low margin small orders retained some overhead sharing as well

as shared telesales for customers with
low service needs and shared distributors
for small orders.

Separate sales forces
IZ for the three product lines

e
‘ Distributors f;;‘,g:r\es share

i o o
Matp“‘g,‘.ss ation®  sales Organization
%[U 2y Simplify the organization so that the
3 =IG[O] Sell .
product A product divisions are fully accountable.
Pproduct Sell Right product, Shared elements are ‘shared services'.
D""s'°" A nared product B r:ght ’s)erwce Improyed
siea, back Sell \ &z pRIVICE Locations
Dl"‘l?sdlg aofflce Product C and lower No location chan
shored ol o location changes.
Product telesales
Division C Shared Information o
Business distributors Reduce the coordination needed across
L division . i
Lo tlrgctg’r;l% I e Two similar products lines.
ith s .
telgﬁgLZ%as sharing - Sales forces S e protucENiEE .
bkl part of » . share sales Suppliers
E%h /"’/j Product \__ back office Use distributors for small orders.
Shared telesales and Management processes
distributor sales Simplified accountabilities.

Decisions made by product divisions
Shared elements set up as cost centers.
Monthly rather than weekly management
meetings.

Simple divisional structure

Simpler target
setting and KPIs

Copyright protected. Use is for Single Users only via a VHP Approved License. Addressing complexity caused by a shared sales force
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A company was losing market share
and profitability in its custom design
business. Competitors were faster at
designing products for their customers
and appeared to have lower design
costs.

The company was confident that it had
good designers and leading technology.
It was also proud of its robust design
process that ensured designs were fully
compliant and tested before they were
offered to the customer.

Analysis of the custom design team,
suggested that the problem could be
the large number of designers involved
in each project. Data showed that the
more designers involved, the longer the
design work took.

In addition, customers suggested that
the products were sometimes over-
engineered. They contained features
and technologies that were not needed
by the customer.

Another problem was the number of
approval steps required before a design
could be offered to the customer.
Bottlenecks were causing delays.

Operating Model Canvas - Exampleéof 0
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Old operating model of bespoke design team

Design team inferested
in their external reputation

Slow and
over-engineered

Difficult for Sales to

get Design to do Define Plan \eke ERA7Z
what customers want customer des; S Tesk and \«ﬂ{‘i
| specifications 9n design PTIN i '
spect Worl work b o
A??,ovvx\s
Designers like ;'7
to collaborate

E\Abole'h'- sign

£k oncesses
wvolving

ofLer funetions

we

Co\\Ab"""J‘

for speed

Technology and industry
leadership is more
important to designers

than speed Complex testing and

approval processes
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Design teams not
always focused on
customer need
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-\\ New operating model

Approval process run
by project managers

Designers now focused
by segment

z

Faster and
cheaper design

B 0 {utio
espoke solutions -

@ _*"_AM\'\'\'—d
fesking A

APF(D\IA\
wocess

Segmented by similar
types of customer need

Simpler
processes
with
clear KPIs

KPIs and performance focus

Separate teams helps reduce number of designers on
eparate ted e ps reduce numoer of Cesigners o through Exec Committee

each project without challenging collaboration
ethic or commitment to technology

HP Approved e

" Speeding up the custom design team for bespoke products

Processes

No change in design process
steps but fewer designers
involved by limiting team size.
Streamlined approval process.

Organization

No change in people model.
Create smaller teams focused
on different segments. Create
separate team responsible for
approvals.

Locations
No location changes.

Information
Streamlined links with other
functions.

Suppliers
No changes.

Management Processes

Two levels of meeting allow for
a focus on both technology and
performance.

Clear KPIs create a focus on
speed and cost.

Some team comparisons help
motivate more attention to
speed and cost.
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The company has two retailing
brands: a grocery business unit

and a fashion and homewares
business unit. Both BUs have online
businesses.

The culture is paternalistic and
supportive of employees, resulting
in a large HR function involved in
employee development, benefits
management, talent, corporate
social responsibility and other areas.
and Payroll Admin are in
The problem was multi-dimensional. praTEtSgrvides, rlof in HR
The HR function was perceived to
be too costly, so there was a desire
to simplify and cut costs, especially
in the management structure of
HR and in the cost of employee
development. Because each division
had different views, training
programmes were often being
redesigned at significant expense to
accommodate minor preferences.

HR BPs do not report to

one Head of BPs: both BPs

and Emp Dev staff report to an
HR Head for a BU.

HR more supportive
than strategic. Plans
and budgets

There was also a desire to reallocate
some HR cost to areas such as
‘analytics’ and ‘diversity and
inclusion’, as well as to be more
strategic and less reactive.

Operating Model Canvas - Exampleéof 0

Recruitment, Information ‘@6

H/2 «Cumcf"[om

Old operating model

Locating BPs and Emp
Dev staff with their clients
encourages tailoring of solutions
BUs preferences adding
cost and complexity

Trainers

d
gpg\oea‘e
an! ith BUS, =
Consultants “FJunO“O“S fun’.ff-,j,’; :
| and stores locateq ‘ “tr‘
iy : fogethe L
- ,‘ | Hasal®
D Reward and Benefite o
Analyties \O Employee Development - —=L
Planning, " 0ee Ceve P = pAY HR / BU\
Comme, C3R - —— e —— D¢
b Policy Talent and Performance Mgt 1
7 Aswrang/)  Org Effectiveness -
- : Diversity & Inclusion
T s R DRI . L SR
HRBPs Expert 7
and Employee  functiong | /
| Dev work i
g"uotured fhro.,gh

controlled by BUs\}

byBY Bog

HRBDs
are
integrators

{ndividual . Rem . Coordination
performance  and op'y . across HR
reviews Meetinge | @ complex and
L _— l time
consuming

Hard to reallocate costs
to strategic priorities
because BUs drive agenda
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\ New operating model Processes
No change in process steps. Less cost in

employee development due to standardization

Lower Employee
Development costs
allows for more

HR accountable

across BUs. More investment in diversity,
analytics and strategy.

investment in analytics

\/ for processes

Organization

T ] . .
Trainers . :h‘“;gfed Opfo%:f:" BPs all report Change in reporting structure for BPs and
00::\1\@!\‘5 aﬁ‘;(ﬁfﬂons RUE 1o 4 hegd of BPs employee development. New operations
(3 . .
ores gxpert BPs do less support team to release BP time for strategic
; functions operational

support, giving  WOrk. Fewer layers of BP management.

time for strategy

CSR

—Org Effectiveness

Dlversﬂg & Inclugion

Emp. Dev. staff report

.
to a head of Emp. Dev. ohart fo

to have more imoler
w ‘ aaooum‘ahllrfy o%‘r:\“'?\"“"'e
re
Emp\og\e‘e v ‘x) S
I\ Deva |
= | report o _RBpSt:“:: e
=it | [ A
: Indivigya/
Rem ¢, i
HR strat Monthly HR Performane, a o
and . team meetings revieyg ",‘z:‘l;:": Csom -
!, Meagureg 9 ~

Expert functions more
accountable
for strategy and cost.
BUs still hold budget
and lead planning

gives more fime
for strategic focus
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Simpler coordination

9

New Ops Support team
located with BPs

Simpler management
structure
eases coordination
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Locations
Ops Support located close to businesses,
like BPs.

Information
Simpler coordination.

Suppliers
HR now accountable for processes, including
those performed by shared services.

Management processes

Clearer HR strategy gives more accountability
to expert functions. Simpler coordination
means more time for strategic dialog.

Result
Reduced costs. Other Impacts not yet clear.

Remodeling an the HR function of European retailer
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The organization is a department Old operating model ™=
of government that provides

unemployment benefits, such as
out-of-work payments, in-work

payments for low paid workers, and 116 4()]SED EXAMTLE

payments to single parents.

CL&VSMS ’{'L.e oFer-c:{'imé W\oéel

Opportunities for greater efficiencies
due to work load changes and silo working Customer advisors
specialize in
one aspect of

The benefits are delivered through
‘employment offices’ located all

round the country. Claimants go to an ﬁ’:ii[r } wt o Hr, resultr?:gs;r\r/r:ﬁ’lriple
employment office or call a help line. 17 mostly outsourced %U;Ff::\ '1:1’:"":" 41/‘/] hand-overs
Their claims are assessed before being ~ to multiple suppliers ‘ 1 o o L

passed to the ‘benefits team’. The :Z::: \/

benefits team make a further assessment

and towns
and issue preliminary benefit papers. ‘\
Th t 1o the | | offi Some call centers
e papers are sent to the local office outsourced =/ e
where the claimant has an interview A @ Lo Fransfers
,Mcelﬂ‘l rView +o claimant
and further assessment. The papers \ '"‘;‘ sy bentfits ;
, > Feam

then go back to the benefits team for call cenfer iy -
. . . rview
finalization. There can be appeals and with
legal challenges. Payments are made by Fi R =
bank transfer. {, e P

Functions working / beneibs U2, peope nades
Change was needed because in silos b Lo Sk Range of non-integrated

offices Py

unemployment benefits were to be IT systems
combined with housing benefits and tax

relief benefits into a single ‘combined =

benefit” which would be administered s Ll

through the ‘'employment offices’. There
was also a need to achieve greater
efficiency savings.

Disjointed performance
management
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The basic value chain stays the same, but

el .."',-':'_
= Py the organization processes more types of
Tk\ New operating model . N

’COF‘ VV]QMFlO\]MQV]’l' BQ”Q«G‘(’ Processes

claimant. Call centers and IT services in-
sourced. Employment centers only have
one ‘desk’.

Organization

Customer service agents Call centers and benefits team are

Call centers in employment offices combined to enable workload sharing.
and benefits work with the customer CEO appointed to provide a single point
teams combined /,_l { ' C.‘I:::;ft;‘ ’—| ‘ “end-to-end”-providing of accountability, to drive transformation
' and pagment more holistic and and pull the team together.
d:*d(ﬁ N ".Z,m joined up support

lower cost

Emplogmendt: .
lacations 0 pme L More Locations
"ﬂcffes claimant No change to locations.
dtodly types being
S served

Information
In-house provision makes integration
and system development easier.

Most claims are
made online,
speeding up the
processing time

Claim
| processed

501# \
nsfers
1"n5.¢”+ e

| Generits \td""‘/ 7
Functiona! - 4

54-Nc+’”' e Operational =
call ccﬂ‘l'f“ | excellence
A am

Suppliers
National tax department provides
income tax information.

Better .s"skn < )
integrition Management processes
From In-house
Better performance management due to

i
Ditferent

b;t::,’:: control eases
£ | § integration and team KPIs.
== development
e ey /7 of IT systems Result

CEO has end-fo-end A Reduced costs, better outcomes for

accountability, < Team KPIs .
drives +ransformation help promote citizens and the taxpayer (more people
and unifies team “one team” ethos into work and working longer hours).

Copyright protected. Use is for Single Users only via a VHP Approved License?hanglng the operating model for unemployment benefit

For information and printed versions please see www.vanharen.net




About the Authors

ANDREW CAMPBELL

is a Director of Ashridge Strategic
Management Centre, a research and
education center focused on the
strategic management of organizations.
Andrew directs research projects, runs
management programs and advises
client companies. He is program director
of Advanced Organization Design and
Designing Operating Models. Andrew
has authored 10 books on strategy

and capability, including Designing
Effective Organizations and Strategy

for the Corporate Level, and has
published numerous articles in the
Harvard Business Review and other
management publications. He blogs at
ashridgeonoperatingmodels.com and
tweets @operatingmodels. Before joining
Ashridge, Andrew was a Fellow of the
Centre for Business Strategy at London
Business School. Before that, he spent six
years with McKinsey & Co in Los Angeles
and London.

Operating Model Canvas - Exampleéof o

MIKEL GUTIERREZ

is Industrial Projects Director of Gamesa,
the worlds largest producer of turnkey
wind farms. He is responsible for the
delivery of all Gamesa wind farms
worldwide, from signing the contract,
until the energization of the park.
Previously he was CEO of Asebal, a
company producing galvanized steel for
road and solar businesses. He steered
Asebal from a domestic, almost bankrupt
Spanish company to a strong business,
selling in more than 20 countries.

Before that, he was General Manager

of Ormazabal Germany and Director of
Business Process Improvement of the
parent company Ormazabal Group, a
producer of equipment for the power
industry. His functional roles have included
sales, business improvement, IT, strategy,
organization design, product design

and processes. He studied mechanical
engineering and has worked in Spain,
France, Germany, Denmark and the USA.

MARK LANCELOTT

is a Director of Business Design at PA
Consulting. He specializes in business
design, helping businesses design new
operating models that integrate structure,
people, process and systems. He also
leads the implementation of change
together with executives, managers

and staff in client companies. He has
worked in many sectors including the
finance, industry, government and charity
sectors. He is currently interested in how
to simplify organizations by tackling
unnecessary complexity. Mark worked at
Barclays for 10 years. He is active in the
Business Architecture Guild, and European
Organization Design Forum (EODF), blogs
regularly and tweets (@marklancelott) on
operating models and organization issues.

opyﬁ&hﬂtg}%fé‘&é%l.‘h%’ég% for Single Users only via a VHP Approved License.
For information and printed versions please see www.vanharen.net



Copyright protected. Use is for Single Users only via a VHP Approved License.
For information and printed versions please see www.vanharen.net



Copyright protected. Use is for Single Users only via a VHP Approved License.
For information and printed versions please see www.vanharen.net



	Chapter 6: Examples of operating model change



