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Global Boeing

= Customers and customer support in 150 countries
= Total revenue in 2013: $86.6 billion

= 70 percent of commercial airplane revenue historically from customers
outside the United States

= Manufacturing, service, and technology partnerships with companies
around the world

= Contracts with 21,800 suppliers and partners globally

= Research, design, and technology-development centers and programs
in multiple countries

= More than 168,000 Boeing employees in more than 65 countries
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Agenda
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= OQverview

= Key Concepts

= Target Operating Model Development
* Hypothetical Example

= Summary
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Business Model

“A business model
describes the rationale of
how an organization
creates, delivers, and
captures value™

Business
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Key Activities

Key
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Value
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Customer
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Customer
Segments

Cost Structure

Revenue Streams

Derived from Strategyzer.com

Business Model Aspects

* “Alexander Osterwalder and Yves Pigneur, “Business Model Generation,” 2012.
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Operating Model versus Business Model

Business Model Aspects

A

- N\
I Business Key Activities | Value Customer Customer
An Op_eratlnq mOdeI (OM) Capabilities Proposition Relationships | Segments
describes how an
organization’s business
model is implemented
Key Key Resources Channels
Partnerships
Organization
+
Cost Structure Revenue Streams
Derived from Strategyzer.com
—
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Operating Model Aspects

An operating model realizes an organization’s business models
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Definition

Business Key Activities Organization
_ _ Capabilities
“An operating model is the
necessary level of business
process integration and
standardlzatlon_for delivering o Ker Resonrces PR
goods and services to Partnerships
customers™
Cost Structure

Derived from Strateqgyzer.com

Operating Model Aspects

* Jeanne W. Ross, Peter Weill, David C. Robertson, “Enterprise Architecture as Strategy, Harvard Business School Press, 2006.

Key OM concerns: integration, standardization, and resource sharing
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Why the Attention on Operating Models?

* Linkage to business performance
= Corporate focus on earnings growth through cost cutting
= Dramatically shrinking business model lifecycles

» Recent major strategy and restructuring announcements by Fortune
500 companies

* Developments in methods
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Common Issues

» Siloed strategy and operating model development

» Lack of a focused discipline around the OM

= Lack of common understanding (coherent blueprint)
= OM is not kept in alignment with the business model

= OM governance
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Context

Strategy Business Environment

“What's the game plan?” “What are the conditions and

locations that business occurs?”
Organization .
DeSign '\‘ / Business
Model
<)

H OW WI ” the g;:f;j; ” Key Activities Organization g[:;s:;j;g i Key Activities ‘I,:alfe B gu,sm_mer; ; E’usmmsr I n n OV atl 0 n
organization
" “What's
be shaped? : ,
possible?
Key Key Resources Channels Key Key Resources Channels
Partnerships _ Partnerships

Cost Structure Cost Structure Revenue Streams

Derived from Strategyzer.com
Business Model
“How is value created,
delivered, and captured?”

Operating Model

“How do key elements of the business
work together to realize strategy and
the business models?
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Summary versus Detail Views

Engineering, Operations & Technology | Information Technology

Enterprise Architecture
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“A Guide to the Business Architecture
Body of Knowledge (BIZBOK™).”
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Operating Model Classification

Classification schemes have evolved over time based on strategy /
diversification studies

= Richard Lynch, Leonard Wrigley, Richard P. Rumelt and others

Degree of >
Diversification

Integrated Federated/Allied Holding Company

= MIT Center for Information Systems Research (CISR)
— Unification - high standardization, high integration
— Replication - high standardization, low integration
— Coordination - low standardization, high integration
— Diversification - low standardization, low integration
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Tiers

Engineering, Operations & Technology | Information Technology

Enterprise Architecture
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Derived from Strategyzer.com

Operating models may be multi-tiered |
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Key Points

= OM development and management is a distinct and focused concern

= The OM “drives the foundation for execution” (automation decisions for
core capabilities)

* Once established, OM’s can be difficult to change

= OM’s can be depicted in summary views and detail architecture
blueprints

* Jeanne W. Ross, Peter Weill, David C. Robertson, “Enterprise Architecture as Strategy,” Harvard Business School Press, 2006.
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Target Operating Model Development

Strategy 4——— Business Environment
Organization ‘\ Business
Design -, "_,_.——"’"'__’ Model
Oy | [ e, e . e Innovation
Pt | e < e i -
Operating Model e

Key Business Model
Activities:

=Analyze business strategy and target business models
=Assess current operating model
=Design target operating model

=Plan for implementation

Note: Actual sequence of activities depends on each company’s strategy-to-execution processes
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Hypothetical Example — Notional Inc

Notional Inc. is a company

that manufactures radio-

controlled (R/C) watercraft f’@‘
for high-end R/C enthusiasts Notionzﬂ

in North America

Products are sold in over 1,000
retail outlets and online

Product support: limited help desk;
light maintenance is outsourced

Growth objective: double
revenues in five years

Growth strategy:

* Enter into the rapidly growing
commercial water drone market

» Grow the support business
« Expand into European markets

Strateqy

-

.

Growthe Business

WM

Establish the
Commercial Water

Drone (CWVD) Business R

Establish the Product
Support Business

[

Grow the Business
Intemationally

Notional is a fictional company and is not intended to represent any real company past or present
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Analyze Business Strategy and

Target Business Models

* Analyze:

* Business types and business
models

o Competitive strategy
» Across business models, look for:

» Potential synergies

« Commonality across value
items, customers, channels,
resources...

* Opportunities for integration and
standardization

» Opportunities for resource
sharing

Strategy

Grow the Business

| l
Estaniish th2 Estsblish the Product Growthe Business
e i Support Business Intemationally
Drone Business
B-lﬂ:unﬂﬂ | E s Anddadtdan | Talerna |!".m-}nmnu | Frnrd o cnn an I
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Capabilities | . . . . Proposition Relationships | Segments
o= . st Sl —ad]
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Cost Structure

Business Model

Derived from Strategyzer.com

Operating model design begins with business strategy analysis
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Assess Current Operating Model

= How well does your current
OM support your business
strategy?

= |s the OM flexible and
adaptable to business model
changes given the market
conditions?

= What level of integration and
coordination is required
across value streams?

= Do business capabilities
support the business models
and competitive position?

= Where are there opportunities
for resource and information
sharing?

Copyright © 2014 Boeing. All rights reserved.
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Derived from Strateqyzer.com

Current Operating Model
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Design Target OM - Operations Strategy

| Grow the Business I

= What changes are required in
current corporate & operations
strategy to support the new
business models?

= Corporate strategy

= Core businesses and inter-
relationships

= |nitial concepts of organization
structure, responsibility (RACI),
integration, and collaboration

= Operations strategy

= New/revised capabilities and
objectives required to realize

[
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Growthe Business
Intemationally

Common Product Develop Post
Design, Manufacturing
Capabilities

Capabilities
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Past Production
S Mod

=95 % Common
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S —

Motlonal Exampls

Production Modification

Establish Field Service,

Maodification, Repair
Capabilities
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Engineering &
Msnufacturin

In-sournce
Maintenance

Common
Maodification
Capability

E=stablish and Grow
European Cperations

Establizh
European
Subsidiary

ntegration with
Marth American
Operations

Legend

Strategic
Strategy Objective

"

Strategy Map

the business models and gain competitive advantage

= Key decisions on: production trade-offs, integration, standardization, and resource sharing
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Design Target Operating Model

Engineering, Operations & Technology | Information Technology Enterprise Architecture
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Derived from Strateqyzer.com
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Engineering, Operations & Technology | Information Technology

Employees

Enterprise Architecture Sketch - Core Diagram*

Enterprise Architecture
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International
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—2" " social Factory mobile
Bl/Analytics |— 7 Automation RFID

North
American
Customers
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: Recreational Commercial
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Customers Customers

* Jeanne W. Ross, Peter Weill, David C. Robertson, “Enterprise Architecture as Strategy,” Harvard Business School Press, 2006.
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Target Organization Model

= Ensure the organization is designed to
maximize effectiveness and efficiency

= Organizational differentiation and integration
tuned to strategic direction and
business environment

= Key aspects

= Structure: business units, groups,
members, roles and interrelationships

Commercial
Unmanned
Wistercraft

Product Support
— Europs

= Business entities, e.g., subsidiaries,

Joint ventures Target Organization Model

= Responsibilities, policies, business rules

= Key cross-mappings
= Business unit — Capability
= Business unit — Location
= Business unit — Third Party
= Business unit — Resources
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Target Value Streams

Commercial water drone production
implemented as post production modification
of high end recreational watercraft

\ Common Production
A

- \ ~
\ MNAs .nl.\n\\ \ POSt \ ; . \\ — \
Assemble & Deliver Product ~yProduction
; Modificatio ¢ 7/ s
‘ \JI1ucCi '

Maximize commonality in
modification capabilities

Mod/Repair 2 odification>
e AN AN S A
Problem to Request Integrated product

support capabilities

Provide Field Service
WM
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Target Business Capabilities

|dentify:

= capability dependencies —-»

= variability in capability manifestations
due to unique business model
requirements —»

S S N\ AN \
Provide Field Service

M W

S | N\ AN \

Policy Management

Marketing Management

Supplier Management

Account Management

Customer Management

Product Management

»
/]

7

~
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| N

People Management

Financial Management

Operations Management

Problem to Request

B

/ Product Support

Problem Technical Mainten-
Trouble- || Manuals (4 ance
shooting
Repair Modificat-
ion

|Identify key areas of integration and standardization
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Plan for Implementation

= Develop an integrated master plan

= Coordinate and align business unit planning with capability-based
planning

= Capability-based planning
= Ensures solutions are optimized for the enterprise

= Maximizes integration, commonality, and resource sharing intended
by the strategies and described by the operating model
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Summary

= Every organization has an operating model

= Organizations with an explicit and managed operating model report
higher customer satisfaction, operating efficiency, and advantage in new
product development*

= Business architecture is an effective way to describe an organization’s
operating model

* Jeanne W. Ross, Peter Weill, David C. Robertson, “Enterprise Architecture as Strategy,” Harvard Business School Press, 2006.
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