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ORGANIZATIONAL TRANSFORMATION 
AT MEGA-FINANCIAL CORPORATION

The words sounded familiar as the OD consultant listened to the two senior executives of an international investment banking giant: rampant changes in the industry... a wave of mergers sweeping the field ... customers more demanding ... technology changing the way customers deal with the bank ... costs too high and profits shrink​ing ... the need to become more innovative and flexible. "We need to transform the or​ganization quickly, or we won't be around to welcome in the new millennium," one ex​ecutive concluded. "We tried 'downsizing our way to prosperity,' but that just made things worse. How are other large companies making the changes needed to survive?" That was the beginning of a two-year odyssey in which the consultant and Mega re​designed the organization, its methods of working, and its culture.

The consultant's experience with several other large-scale organizational trans​formation programs had taught him that successful transformation efforts unfold in a series of stages with each stage containing specific activities designed to move the orga​nization forward. Activities must occur at both the top level of the corporation and the level where goods and services are delivered to customers. Mega's program included the stages of (1) concept development and preparation, (2) readiness and launch with business groups, and (3) implementing the plan and sustaining momentum.

The goals of the first stage - concept development and preparation - were to expand the senior leadership team's understanding of the changes occurring in the indus​try, formulate an image of the kind of organization Mega needed to become, and create a plan for transforming Mega into that organization. Participants were the senior leader​ship team who had been discussing the need for change for several months. Transform​ing the corporation was the chief executive's highest priority. When they found the consultant they wanted, they began work immediately.

At the initial two-day off-site workshop, the senior leadership's discussions fo​cused on three topics: determining how the business was changing and what forces were driving the change, identifying the critical success factors needed for long-term success, and deciding what kind of organization Mega needed to become in the future. The debate was spirited and productive. Four change drivers were specified: (1) the need to increase customer service; (2) the need to become more cost effective; (3) the need to get better at "time-based competition," that is, to reduce the cycle times needed to get new products and services to market; and (4) the need to become more innova​tive and flexible.

Mega needed to become a "learning organization," the executives concluded, one in which everyone engages in problem solving and continuous improvement, thereby gaining a competitive advantage by "learning faster than our competitors." They further decided to develop a team-based organization structure in order to improve customer service and cost effectiveness and to create a strong project management capability in order to improve cycle time and innovation. Mega's strategy was becoming clear: focus on the customer, focus on time-based competition, focus on becoming a flexible and in​novative learning organization. "The rate at which we learn," and "the rate at which we learn to share that knowledge in teams" would be developed into a source of competi​tive strength for the corporation.

During the second day, the executives developed a game plan for transforming Mega into a learning organization by specifying the actions needed to move them from where they were to where they wanted to be. What changes were needed in systems, processes, organizational structures, skills, management practices, and people? What ac​tivities were needed to produce these changes? They developed a two-year game plan for creating a "new Mega."

Another activity chosen as part of the concept stage was benchmarking. Bench​marking is the practice of learning how to do something better by studying organiza​tions already good at it. Executive teams visited a number of companies acknowledged to be examples of learning organizations. They also visited companies noted for their team-based methods and project management capabilities.

Furthermore, to become a learning organization required new behaviors, roles, and results. Mega needed to develop metrics aligned with their new goals. The term met​rics refers to the performance measures used by organizations to evaluate how well they are doing. Performance measurement helps to cause desired performance by sending a clear message about expected behaviors and results.

The consultant had previously developed metrics programs containing learning organization-type performance measures. In addition, the consultant had comparison data on 1,600 small, midsized, and large firms. Mega contracted with the consultant to develop its metrics and assigned a senior executive to work with the consultant on the project. The new measures strongly emphasized customer satisfaction, teamwork, and "learning how to learn."

Three months after the first senior leadership workshop the team met again for two days of hard work. On the first day the executives refined the game plan, endorsed the metrics package, shared learning from benchmarking visits, and reaffirmed their commitment to become a learning organization through team-based organization and improved project management.

On the second day the executives created supporting mechanisms to help ensure success. First they created a "vision" for the new Mega, to be shared with all employees. Next they clarified the "values" the company would employ in dealing with employees and customers and demonstrating integrity in daily operations. They established two-year strategic and tactical goals to gain a clear picture of what they were trying to ac​complish. They appointed a senior vice president as "change champion" to oversee the entire program and another vice president to be "senior project manager" in charge of day-to-day implementation. The OD consultant was assigned as "coach" to the two vice presidents for the next two years.

The results of the concept development stage were greater understanding of the changed nature of the business, a transformation plan, and commitment to execute the plan. Mega was ready to move the program to its operating units.
Three business units containing about 400 people each were chosen to implement the change program. Each unit had its own leadership team and line of business. Each unit was considered critical for Mega's future success. Program activities were con​ducted with each group. The goals of this second stage were to plan and launch the pro​gram in three business units.

Leadership teams of the three business units met in separate two-day workshops with the senior VP change champion, senior project manager, and OD consultant. They examined the forces driving change, the rationale behind creating a learning organiza​tion, and the intricacies of team-based organizations and project management. The ex​ecutives also discussed behaviors and roles needed in a learning organization. They agreed that making a successful transformation would require much more commitment from employees than was presently shown. Three new roles were identified; (1) passion for the product (for project managers); (2) passion for the people (for coaches of self-directed teams); and (3) passion for the customer (for account representatives and cus​tomer interface staff). Competence and passion for products, people, and customers were deemed essential ingredients for the new Mega.

The executives established two-year strategic and tactical goals and planned the details of the transformation program. They assigned project managers to lead key implementation activities. All three teams were solidly committed to the program by the end of the workshops.

Extensive training for all employees was a central element of the program. Several members from each business group were assigned to a task force to develop multi-faceted training modules to give people the knowledge and skills to succeed in the new organization. The training modules covered a variety of topics. A five-day "change" course provided background for the transformation program and introduced team effectiveness skills. A "project management skills" course provided concepts to make project managers more competent. Another course taught the skills needed for self-directed teams. These courses were approved by senior management and assigned to ex​perts to develop and deliver.

The company also commissioned a one-day program led by the consultant titled "Reenergizing and Motivating People," with the theme: "People add value to the cus​tomer when they feel valued, and here's what Mega is doing to make you feel valued." This session was highly interactive, designed to address that most personal of all change issues; what’s in it for me! Executives explained the need for change and talked about what Mega would be doing to value its employees more. Then participants gave feed​back to management about what they liked and disliked and what they wanted the com​pany to do more of and do less of to make them feel valued. 

Each business groups had its own "launch," a one-day all-employee meeting. The senior vice president gave an overview of the program. The business leadership team explained the goals and training courses and presented an "old roles-new roles" com​parison, highlighting the requirements of a team-based, project management-based learning organization. Small group discussions generated questions and concerns people had about the change; these issues were addressed in the total group. Each business group appointed a senior executive to be overall project manager/change champion for the transformation program. A social hour concluded the launch sessions. 

Each business unit had a "transformation team" consisting of change champions and project leaders assigned to special roles for the duration of the program. For ex​ample, there were project managers to oversee training modules, new metrics, monitor​ing the program's progress, facilitating development of self-directed teams, and training people to become coaches to the teams. The result was a team of people with responsi​bility and commitment to make the program work.

One of the biggest challenges affecting people was changing the methods of working from functional work groups to cross-functional teams completing entire tasks. Employees were to be structured around customer groups, not functions. In ad​dition, the cross-functional teams were to assume responsibility for managing them​selves. The traditional supervisor role disappeared and was replaced with coaches who acted as resources to several teams. Special training modules were given on an ongoing, "as needed" basis to manage this part of the transformation.

The results of this second stage were that each business group understood the need for change, understood the game plan, organized itself to implement the change, and began the journey.    

The goals of the third stage - implementing the plan and sustaining momentum - were to implement the game plan and be successful. All the elements for success were in place. Attention focused on execution and implementation. Activities for the dura​tion of the program included the following:

• 
Select and train the transformation team of change champions and project managers.

• 
Have everyone attend the training courses.

• 
Introduce a 360-degree performance appraisal system. The traditional one-on-one boss-subordinate performance appraisal system was replaced with one in which individuals were evaluated by team members, direct reports, self-appraisals, and coaches. The new metrics assessed how well people were using new skills and knowledge.

• 
Establish feedback mechanisms to ensure the program was on track. A survey taken 15 months after launch showed considerable progress toward becoming a learning organization. The team-based organization was more cost effective than the old functional structure. Project management was greatly improved, which led to increased flexibility and reduced cycle times for new products. Results indicated people were generally satisfied with the new working arrangements. A few glitches were discovered, but these were quickly resolved.

• 
Introduce a new incentive system. In the second year, an incentive program was estab​lished, which rewarded desired new behaviors and accomplishments.

• 
Assess the overall program. At the end of two years, performance measures were uniformly high. Mega was clearly a different company from what it had been two years earlier. Suc​cesses outnumbered failures by a large margin. However, it was clear further progress was needed in many areas before it could label itself a true learning organization.

At off-site meetings at the end of two years, business unit leadership teams and the senior leadership team assessed what they had learned. They were proud of many accomplishments. The team-based organization structure and stronger project management skills were in place and working well. Customers were pleased. Mega showed greater flexibility and innovation. Profits were strong. Employee satisfaction was generally high.

But were they a learning organization? Probably not. First, the old bank culture still successfully resisted the transformation in several areas. Looking back, the execu​tives realized they should have hired more people from outside the bank to counter the old guard, and should have implemented the program faster. Second, the three new roles - passion for the product, passion for the people, and passion for the customer - had not really become institutionalized. Employees showed competence in these areas, but not passion. Looking back, the executives realized they should have emphasized and rewarded these new role behaviors more.

"Mega is not yet a learning organization," said the senior-executive assigned as program champion, "but we will become one. We know what we did wrong. We know what we have to do. We will keep working until we get it right". 
