Booz | Allen | Hamilton

by

Thomas Ripsam
ripsam_thomas@bah.com

Achieving the Full Value of
Large Scale Programs







Booz | Allen | Hamilton

[2]

Achieving the Full Value of Large Scale

Programs

With the continued uncertainty in global markets,
the ability to bring large-scale programs to a suc-
cessful conclusion has become even more critical
for the survival of many Fortune 500 companies—
regardless of whether they are under pressure to
achieve multibillions of dollars in savings or to
realize revenue synergies from an acquisition.

Yet given the complex and dynamic nature of large
programs, managing them is a daunting task. They

can involve hundreds of separate initiatives, several
hundred to several thousand employees and outside
partners, and can last from several months to sev-

eral years. Plans, milestones, and commitments may
change over time, for good reasons. Assumptions about
such factors as customer demand, competitor respons-
es, and internal capabilities may change as well, poten-
tially jeopardizing the overall program success.

Consider these two examples:

= In 1994, Quaker Oats acquired Snapple in a $1.7 bil-
lion transaction, assuming that significant synergies
could be realized by pairing Snapple and Gatorade.
It formed the Quaker Beverage division and launched
plans to realize the synergies. Trouble soon began.
Key Snapple senior management left, and the com-
pany was unable to create an effective hybrid dis-
tribution system. Quaker Oats continually delayed
initiatives in operations, manufacturing, sales, and
marketing, leading to a serious decline in revenues
and margins, and the worst performance in Snapple’s
history. Eventually, Snapple was sold to Triarc for
$300 million.

= In 1998 the IRS launched a transformation program
to address a number of publicly known problems,
including inadequate customer service, outdated pro-
cesses and infrastructure, a highly bureaucratic and
multilayered organization structure, weak accountabil-
ity, and a failed $3.2 billion modernization program.
The effort touched every part of the organization and
involved more than 100,000 people throughout the
country. Results were dramatic. After an eight-year
decline, customer satisfaction has increased every
month since the new structure was adopted. The ser-
vice’s public confidence rating has risen 20% since
its historic low in 1998.

What drives the difference between situations like these?

Booz Allen experience in many large-scale transforma-
tions has taught us that things can go wrong without
a dedicated, structured, and comprehensive program
management approach. A program may not be pro-
gressing well when these symptoms appear:

= Lack of senior management involvement in, attention
to, and debate about program direction and progress

= Infrequent or no updates to and by senior manage-
ment of program progress

= A lack of key financial and operational metrics to
measure progress

= Limited efforts to close any gaps, if planned actions
fall short of the targets

= Limited program visibility and organizational aware-
ness of program objectives and progress

= Constantly changing plans and milestones
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Exhibit 1
Best Practices For Managing Large Scale Programs

10. Ensure
Sustainability of Program
Achievements

9. Launch a Formal
Communications

1. Ensure Senior Man-
agement Sponsorship and
Involvement

2. Ensure Program
Management Is a Role Model
for the New Operating Model

3. Assign
the Right Day-to-Day

Process

8. Establish a Formal
Change Management
Approach

Best Practices For
Managing Large
Scale Programs

Program Leader

4. Set Clear and
Ambitious Targets

5. Cascade
Program Leadership

Program Office

Source: Booz Allen Hamilton

= An increasing number of sacred cows as the program
progresses (i.e., symbols, behaviors, processes that
cannot be touched as part of the program)

= An “invisible” program leader, i.e., nobody knows who
is actually leading and driving the effort

We have identified the following set of best practices
that will allow senior management and day-to-day pro-
gram leaders to treat the underlying causes of these
symptoms and significantly increase the chance of a
successful transformation (see Exhibit 1). Most organi-
zations do not place enough emphasis on these prac-
tices, or simply overlook their importance.

1. Ensure Senior Management Sponsorship and
Involvement

Senior management sponsorship and involvement

is crucial. First, it sends a signal to the organiza-

tion that the program is a top priority. Second, senior
management plays a critical role in making sure that
the program is on the right trajectory by accelerating
or making tough decisions, allocating and redirecting
resources to ensure a program is properly resourced,
and ensuring that the program is not in conflict with
other strategic goals. Finally, only by being closely
involved with the program will senior management
know enough to make the adjustments and tough calls
necessary to ensure that the program is moving in the
right direction.

Senior management needs to commit enough time to:

7. Ensure Cross-
Functional Integration
6. Establish a Strong

= Gain sufficient knowledge about key program ele-
ments, such as its objectives, approach, and struc-
ture, key initiatives and initiative leaders, and critical
milestones and status of the key initiatives

Client Example

The benefits of active senior management involve-
ment were exemplified in a recent restructuring
effort at a consumer goods company, where the
CEO, COO, and CFO were closely involved through-
out. Prior to officially launching the effort, they
established a clear top-down target, selected the
key individuals from senior management to drive
the initial assessment, restructuring planning,

and implementation, as well as the person to

lead the overall program. During the assessment
and planning efforts, they participated in weekly
cross-functional executive meetings and received
in-depth reviews, established priorities, approved
and redirected resources, and helped resolve
cross-functional issues. In addition, each of the
leaders held one-on-one sessions with each of
the functional leaders at least once a week. They
also participated regularly in formal communica-
tion and change management team meetings. As
a consequence, the senior team and rest of the
organization were fully aligned and committed to
the program success, the program objectives were
fully met, and the first milestone, the development
of the new business model and restructuring plan,
was reached without any setbacks.
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= Be a visible and integral part of the program—be
present at key meetings, and walk the halls and talk
to people at various levels who are involved in the
program, as well as those who aren’t involved directly
but see it unfolding. This will give senior management
a reality check by identifying issues and concerns,
and by giving them a sense of whether the organiza-
tion is behind the program

Our experience suggests that, at a minimum, senior
management should be involved on a weekly basis,
but in more critical situations involvement may have to
be daily.

2. Ensure Program Management Is a Role Model for
the New Operating Model

Most large-scale transformational programs fundamen-
tally change the face of the business. Changes might
include strategic objectives and goals, the business
and operating model, organization structure, culture
and values, and performance measurement.

Individuals involved in managing the program, there-
fore, need to think out of the box, applying a clean
sheet approach, instead of being constrained by day-to-
day business concerns and accepted practices, which
will include an abundance of sacred cows. This will
allow these managers to fully focus on the program

as their top priority from inception to conclusion. It will
also demonstrate by example what the new values and
principles are and how they should be “lived.” Finally,

Client Example

During a large recent cost reduction effort a global
transportation and logistics provider physically
co-located the internal individuals participating in
the effort as well as Booz Allen team members.
Working together every day ensured that the overall
team was focused, operated as a team, felt joint
ownership, and progressed rapidly. It also ensured
cross-functional teaming and knowledge transfer.

Client Example

As a first step during a multibillion working capital
reduction effort at a global communications equip-
ment provider, the teams developed a rigorous
baseline of the company’s inventory and accounts
receivables against various dimensions, includ-
ing geography, order status and physical location
status, age, convertibility to cash, and conversion
stage (e.g., work in progress versus finished good
already shipped to customer site). The company’s
end-of-quarter balances formed the anchor points
against which improvements were measured. The
teams then provided weekly updates to senior
management on actions taken and changes in bal-
ances, which resulted in a high degree of transpar-
ency and a clear understanding of progress.

it will allow senior management to measure the incre-
mental impact of the program.

Best practices in this area include:
= Clearly separating the new business from the old

= Clearly defining the program structure, including its
objectives, teams, team leaders, and their charters
and reporting structures

= Physically separating and co-locating critical partici-
pants to foster a joint ownership of the program

= Establishing a clear baseline against which success
will be measured

= Establishing and tracking specific financial and non-
financial metrics to measure the incremental impact
of the program. For instance, a company may target
certain absolute cost levels, and launch a program to
implement savings. The company may then actually
realize the cost levels due to general business fac-
tors, such as reduced volumes, rather than from fully
implementing the change initiatives. Attributing the
success to the program would give a misleading pic-
ture of its effectiveness

= Temporarily establishing reporting structures to
ensure C-level and senior management involvement;
the program leader may directly report to the CEO,
COO, or CFO or an executive committee

3. Assign the Right Day-to-Day Program Leader
Employees will gauge the importance of the program
as well as its likelihood of success based on the
choice of the program leader.

From our experience, the day-to-day program leader
should possess the following qualities:
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= Thought Leadership—recognized as a thought leader
with the ability to think longer term and out of the box

= Balanced Mix of Content and Process Expertise—the
content expertise will allow this person to step in
as appropriate, to challenge team assumptions and
conclusions, and to facilitate a sound and pragmatic
approach. The process expertise will ensure a sense
of urgency, attention to milestones and deliverables,
and a structured approach to get to results

= Cross-Functional Leadership—proven experience build-
ing and leading cross-functional teams. Since most
larger programs involve cross-functional challenges
and solutions, this leader will need to be able to
bring together a team of individuals from often dif-
ferent functions, with different objectives and goals,
and different management styles, and shape them
into a team that thinks as one and demonstrates
joint ownership. This includes the ability to sense and
challenge silo mentality and to act as a facilitator in
resolving cross-functional conflict

= Program Ownership—understands the critical nature
of the program and buys in (at a personal level) to
the overall goal of the program

= Passionate and Unintimidated—able to push the pro-
gram through at all levels in the organization and able
to elevate key issues up the hierarchy to have them
addressed in a timely fashion. Willing to bet his/her
career on the success of the program

4. Set Clear and Ambitious Targets

Clear and ambitious targets serve several purposes.
They need to be clear enough that every individual with-
in the organization can relate to them. For instance,
instead of announcing that “we will significantly reduce
our costs,” a clearer target would be to “deliver $1 bil-
lion in annual cost savings by the year 2006.” Second,
they need to be ambitious enough to indicate that radi-
cal change will be required to succeed. Finally, targets
should be ambitious enough to factor in the risk of
slippage—the tendency that in large-scale programs
identified savings rarely translate 100 percent into real-
ized savings.

Best practices would suggest:

= Targets and stretch targets should be set or approved
by the executive committee

= Targets should be top-down where possible; where
not, they need to be quickly pulled together and test-
ed for aggressiveness team-by-team

= Targets and stretch targets should be set at the pro-
gram level

= Targets and stretch targets should be limited to one
or two

= Targets should be broken down into subtargets for
each of the teams involved—subteams could be
structured by function, geography, or initiative. This
process can involve several levels

= Program targets should be publicly announced to
instill a sense of urgency and pressure on the organi-
zation to deliver

Client Example

During a recent restructuring effort at a consumer
goods company, senior management first estab-
lished a $1 billion cost-reduction target. This target
was then broken out into individual targets for
each of the functional teams, including sales, mar-
keting, R&D, manufacturing, and G&A. The func-
tional teams then established further targets by
initiative; for example, the overall sales target was
broken out into targets for retail, wholesale, and
retail displays. This ensured that the efforts of all
the teams involved were linked back to the over-
arching goal, but it also allowed each of the teams
to have individual goals to meet and exceed.

5. Cascade Program Leadership

The complexity and sheer size of a typical transforma-
tion program requires the distributed shouldering of
planning and implementation responsibilities to remain
manageable. Embedding ownership throughout all lev-
els of the organization will ensure that the program can
gain momentum and lead to broad change.

Best practices in this area include:

= Use a top-down process to define program leadership
at the various organizational levels

= Assign single leadership for an area of responsibility
to ensure clear accountability

= Clearly document roles and responsibilities through
team charters
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Client Example

During a recent transformation program at a
technology hardware manufacturer to establish a
services-led go-to-market approach, program lead-
ership was assumed at various levels. At the top
level an executive committee comprised of CEO,
COO, and business unit heads ensured alignment
with the overall strategic objectives, and approved
funding and resources. At the next level a cross-
functional steering committee provided guidance
on program direction and priorities, monitored
progress, redirected resources, and helped resolve
issues. Each member of the steering committee
led several teams focused on individual initiatives.
Each team developed a team charter document-
ing targets, leaders and support roles, work plans,
and milestones. These charters were subsequently
updated regularly and used as part of the report-
ing process. This approach ensured transparency
and single-point accountability.

6. Establish a Strong Program Office

To be able to manage the complexity and constantly
changing nature of large-scale programs, as well as
their associated risks, senior management needs to
establish a structured and coordinated approach, give
visibility to all aspects of the program—in particular, its
progress, conflicts, and delays—and be able to detect
and fix problems as they arise. Typically a program
office assumes these responsibilities. Program offices
require minimal investments to be effective but they
are critical in keeping a pulse on the program.

Two extreme forms of program offices have evolved. In
the strong form, a central office assumes responsibil-
ity for tracking activities and results. In the weak form,
the tracking of activities and results is decentralized,
and the central office’s role is to provide consistent
tracking and reporting frameworks and guidance. And
anything in between is possible. The leadership has to
choose a model that fits best with the company’s par-
ticular objectives and culture.

Best practices would suggest that the program office
assumes the following responsibilities:

= Structures the overall program—teams, roles and
responsibilities; linkages; decision-making and

approval processes—and manages a formal plan-
change process

= Designs and implements processes and tools to cap-
ture relevant program information—initiatives, work
plans, milestones, deliverables, commitments, perfor-
mance metrics—and serves as the day-to-day point of
contact for this information

= Maintains an integrated program plan and ensures
activities and milestones throughout the program are
coordinated and synchronized

= Tracks, monitors, and reports progress and identi-

fies gaps; the program office should track inputs, not
just outputs after the fact. Tracking the inputs, or the
most important milestones that lead to the desired
outputs, prepares the leadership for making appropri-
ate trade-offs upfront and allows it to act proactively
rather than reactively. The office assumes an early
warning function, either centralized or decentralized

= |[dentifies cross-functional issues, bottlenecks, and
constraints, and supports resolution

= Ensures sufficient communication within the program
and to the broader organization

= Provides objective and independent assessment of
the overall program

While these responsibilities can be distributed, a single
program office ensures clear accountability. A central-
ized program office often operates more efficiently and

Client Example

To achieve the planned synergies from integrating
two leading healthcare providers, a strong-form pro-
gram office was established. The office structured
the change program, ensured coordination and
completion of planning efforts, established weekly
reporting cycles, and tracked and monitored prog-
ress and results of 14 major transition teams. It
developed and provided tools, such as an employ-
ee tracking tool that allowed detailed tracking of
planned and actual headcount reductions and
transfers between departments, divisions, and the
merging companies. This was key to achieving the
targeted savings.
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effectively, especially when targets are very aggressive.
Ideally, the program office should report directly to the
overall program leader and steering committee.

We typically have a bias toward a strong-form program
office, because it allows better control and increases
the certainty of success.

7. Ensure Cross-Functional Integration

Many organizations still operate with functional silos.
What looks like an optimal solution for one function
might hurt performance for another. For instance, mar-
keting might recommend investing in new products,
while R&D, facing a budget cut, might plan a reduced
level of new product development.

Cross-functional integration and synchronization is
therefore a key success factor in coming up with prag-
matic and sound plans across the organization, and to
ensure every function is aligned with the broader pro-
gram direction and objectives.

Best practices in this area include:

= Establishing cross-functional steering committee and
working teams—any recommendations or conclusions
should be discussed by the cross-functional teams to
ensure that potential conflicts, trade-offs, and other
issues are adequately addressed

= Maintaining a running list of cross-functional issues
and plans for resolving them

8. Establish a Formal Change Management Approach
It is critical that the change management process have
a structure formal enough to ensure that the organiza-
tion recognizes and supports the need to change, has
a vision of the new organization, and is prepared to
make the change happen. Initially, senior management
commitment, buy-in, and alignment are crucial. As the
program gets closer to implementation, this commit-
ment, buy-in, and alignment will have to be embedded
within the whole organization.

Best practices would suggest:

= Obtain the agreement of senior management that
the change program must be an essential part of the
overall corporate agenda

= Weave change management throughout the organiza-
tion by formally assigning responsibility for change

Client Example

A major multi-line insurer with consistently flat
earnings determined it needed to change perfor-
mance and behavior to prepare it for going public.
It followed the cascading approach to change,
training and supporting teams at each stage: 10
officers setting the strategy, vision, and targets,
60 to 80 senior executives and managers design-
ing the core of the change initiative; 500 leaders
from the field to get the details right and drive
implementation. This structure remained in place
throughout the change program, which doubled
earnings far ahead of schedule.

management to individuals and teams at various lev-
els and within each of the functions

= Make the change management team engage with dif-
ferent seniority levels, including senior management

= Conduct regular assessments of management con-
cerns, employee buy-in, and readiness to change

= Embed elements of the change program into every
initiative, including team discussions, workshops, and
training

9. Launch a Formal Communications Process

With any major transformation, formal and structured
communications are critical to ensure that legal and
financial communications requirements are being met,
and that internal (employees, board) and external
stakeholders (shareholders, local communities, finan-
cial analysts) are thoroughly informed. From our experi-
ence, transformations need more communications than
senior management expects.

Best practices would suggest:

= Establish a formal communications team that meets
weekly

= Establish an integrated calendar of all critical mile-
stones

= Establish and maintain a list of all critical communica-
tions all-hands meetings, analyst calls and meetings,
press releases, board meetings, internal memos and
notifications
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Exhibit 2
Announcement Approaches

Question Addressed Minimalist «———7—o— . Comprehensive

Limited information on strate
Vision & Strategic ’ &

p Defined Vision
p  Clear strategic priorities (e.g. customers, product

earnings, and improving cash flow

Rationale lines, business model) linked to the vision
» Generic, nonquantitative » Comprehensive set of measurable targets such
Objectives/Expected objectives, such as maximizing as EPS, EBITDA, operating earnings, debt-to-
Results shareholder value, growing equity, cash balance

» Restructuring charge, cash, and » Restructuring charge, cash, and noncash
noncash » Timing of the impact (quarter and year)
Shortterm Financial » Timing of the impact (year) ) Asset sales
Changes p Asset sales » Impact on cash flow
» Savings run rate » Proforma results (P&L, cash, and debt) for the
next 12-18 months
» Headcount impact (% of » Headcount impact (% of work force and #)
Short-term workforce) » Factories closed
Operational Changes » Facilities shut down
p Distribution centers closed next 12-18 months

» No description of organizational

Shor.t—te.rm changes, such as appointment of
Organizational s
leader, consolidation/breakup of
Changes

groups

» Individual appointed/identified/named to lead
the restructuring effort

» Restructuring of organization specified (merged
groups, reassigned managers, etc.)

Source: Booz Allen Hamilton

= Use a tailored approach for external announcements
(see Exhibit 2)

= Communicate early, even if the information available
is incomplete

= [nvolve senior management in communication plan-
ning and delivery

= Enable frequent feedback, and quickly address issues
and communicate resolution to teams; create an

Client Example

During a far-reaching effort to develop and imple-
ment a more efficient and effective operating model
to drive improved performance, a leading insurance
provider launched a focused and comprehensive
two-way communications program to keep employ-
ees informed. The project was launched with a
video featuring the CEO, while periodic newsletters,
presentations, and training sessions, town hall
meetings, and even an 800 number information
line were employed throughout the entire project.

internal feedback mechanism—ideas, suggestions,
concerns, Q&A

10. Ensure Sustainability of Program Achievements
While short-term improvements can often be achieved
by deploying a “brute force” approach, an organization
must establish the appropriate capabilities, processes,
tools, and metrics to ensure that program achieve-
ments can be sustained longer term.

Best practices would suggest:

= Continuously assess what capabilities will be required
to sustain program achievements

= Define, plan, launch, and implement a set of initia-
tives to develop or strengthen these capabilities

= Establish short-term, mid-term, and long-term financial
and nonfinancial metrics and implement tracking and
reporting processes

= Develop and provide training and educational pro-
grams to make the changes stick
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= Institutionalize focus on “continuous improvement”—
e.g., by setting the right targets, establishing the right
incentives, and rewarding the right behaviors

Making large-scale change happen requires a struc-
tured and focused management approach, and over the

course of a large scale program many challenges have
to be overcome. By deploying these 10 best practices,
senior management will dramatically increase the likeli-
hood that the large-scale program will succeed.

What Booz Allen Brings

Booz Allen Hamilton has supported many clients
across industries and governments in managing large-
scale transformational programs, including restruc-
turings, acquisitions and post-merger integrations,
business launches and market entries, new operating
model implementations, and others.

Most recently, we supported the No. 2 cigarette manu-
facturer in the United States in revitalizing growth and
capturing $1+ billion in cost savings (or 30% of the
addressable cost base), by launching a comprehen-
sive restructuring program involving a brand invest-
ment strategy, marketing, and a go-to-market approach
focused on profitable growth as well as far-reaching
cost-reduction initiatives across operations and busi-
ness support functions.

Booz Allen Hamilton has been at the forefront of man-
agement consulting for business and government for
90 years. Booz Allen combines strategy with technol-
ogy and insight with action, working with clients to
deliver results today that endure tomorrow.

With more than 14,000 employees on six continents,
the firm generates annual sales of $2.5 billion. Booz
Allen provides services in strategy, organization, opera-
tions, systems, and technology to the world’s leading
corporations, government and other public agencies,
emerging growth companies, and institutions.

Booz Allen has been recognized as a consultant and
employer of choice. In a 2003 independent study by
Kennedy Information, Booz Allen was rated the industry
leader in performance and favorable client percep-
tions among general management consulting firms.
Additionally, for the past two years, Working Mother
has ranked the firm among the top 10 in its “100 Best
Companies for Working Mothers” list.

To learn more about the firm, visit the Booz Allen
Web site at www.boozallen.com. To learn more
about the best ideas in business, visit www.strategy-
business.com, the Web site for strategy+business, a
quarterly journal sponsored by Booz Allen.

Thomas Ripsam is a Principal in Booz Allen Hamilton’s
New York office. He works with senior clients in the
telecommunications, high tech, and industrial equip-
ment industries, specializing in large scale transforma-
tions to grow the top and/or bottom line. His experi-
ence spans strategy and operating model development,
design and roll-out, sales, marketing, and solution-
effectiveness, as well as large scale program manage-
ment. He received his M.B.A. with distinction from
Columbia University. Mr. Ripsam can be reached at
212-551-6678 or at ripsam_thomas @bah.com.

Mr. Ripsam would like to thank the following indi-
viduals who contributed to this article: Jack McGrath
(Senior Vice President, Cleveland), Barry Jaruzelski
(Vice President, New York), John Jones (Vice President,
New York), Steffen Lauster (Vice President, Cleveland),
Andrew Tipping (Vice President, Chicago), and Srin
Achanta (Associate, Cleveland).

Downloadable digital versions of this article and other Booz Allen Hamilton publications are available from www.boozallen.com.
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