N . VA DEPARTAMENT OF
MECHANICAL AND INDUSTRIAL ENGINEERING

NOVA SCHOOL OF
SCIENCE & TECHNOLOGY







N VA DEPARTAMENT OF
> ' MECHANICAL AND INDUSTRIAL ENGINEERING

NOVA SCHOOL OF
SCIENCE & TECHNOLOGY

o’

AGILE PORTFOLIO MANAGEMENT:
A CASE STUDY FROM THE INSURANCE SECTOR

VASCO OLIVEIRA MARTINS FRANQUEIRA DIAS
BSc in Industrial Engineering and Management

Adviser: Alexandra Maria Baptista Ramos Tenera
Associate Professor, NOVA FCT | NOVA School of Science and Technology

Examination Committee:
Chair: Antonio Carlos Barbara Grilo,
Full Professor, NOVA FCT | NOVA School of Science and Technology

Rapporteur: Vitor Manuel Pereira Duarte dos Santos,
Associate Professor, NOVA IMS | NOVA Information Management School

Adviser: Alexandra Maria Baptista Ramos Tenera
Associate Professor, NOVA FCT | NOVA School of Science and Technology

Member: Ana Gabriela Almeida Garcia,
Senior Planning Analyst, Fidelidade Companhia de Seguros

INTEGRATED MASTER IN INDUSTRIAL ENGINEERING AND MANAGEMENT

NOVA University Lisbon
March, 2022






Agile Portfolio Management -

A Case Study from the Insurance Sector

Copyright © Vasco Oliveira Martins Franqueira Dias, NOVA School of Science and Technology,
NOVA University Lisbon.

The NOVA School of Science and Technology and the NOVA University Lisbon have the right,
perpetual and without geographical boundaries, to file and publish this dissertation through
printed copies reproduced on paper or on digital form, or by any other means known or that
may be invented, and to disseminate through scientific repositories and admit its copying and
distribution for non-commercial, educational or research purposes, as long as credit is given

to the author and editor.






To my dear family and friends for always being there

vii






ACKNOWLEDGMENTS

First, | would like to thank my adviser, Professor Alexandra Tenera, for all the valuable
guidance, support and availability that led to this dissertation’s success.

To Nova School of Science and Technology, where | learned and grew so much, leaving
many good memories on this great path to become an Industrial Engineer.

To Fidelidade, for the unique opportunity to carry out this dissertation in a reference
company in the Portuguese insurance sector. To Ana Garcia and Pedro Delgado, for the con-
tinuous challenge, guidance, and critical sense, but also for the concern and friendship neces-
sary to carry out this study. To the entire ABP Team, of which | am very proud to be a part,
namely to Carolina Perry, Eduardo Bicacro, Filipe Martins, Filipe Silvério, Isabel Reis, and Jodo
Fernandes. | hope this dissertation manages to mirror the excellent work we all did in designing
and implementing the ABP in Fidelidade.

To the family that | chose, my dear friends, for all the moments of companionship and
friendship throughout these years.

To the family | inherited, my parents, brother and sister, for the unconditional love, sup-
port and advice. To Avé Guy, Avd Guilherme, Avo Solange, and Avo Antdnio, for teaching me

the values that define the person | am. | hope to make you all proud.






“I wish it need not have happened in my time, " said Frodo.
"So do " said Gandalf "and so do all who live to see such times. But that is not for them to
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ABSTRACT

Nowadays, the increasing uncertainty and instability brought by new competitors and
ways of doing business make it crucial for traditional companies to become more agile and
able to act fast on consumer needs and expectations. However, this is traditionally not an easy
task for many insurance companies as they typically operate with functional and hierarchical
organizations that only enable them to succeed in more stable environments.

On the other hand, many companies are strengthening their planning methodologies by
implementing Portfolio Management models. These models enable them to manage their ini-
tiatives in a more integrated and efficient manner that is strategically aligned, minimizes com-
plexity, and provides higher flexibility when responding to uncertainty.

In this sense, a case study was developed in Fidelidade, a leading insurance group oper-
ating in the Portuguese market, to study how Agile and Portfolio Management practices can
be conciliated in the traditional insurance industry.

This case study was divided into three major parts. First, there was a literature review on
the best practices of Agile Portfolio Management in the insurance industry. After that, the data
collected was used to design a new Agile Portfolio Management model, the ABP - Annual
Business Planning. Finally, the model was implemented in Fidelidade and evaluated.

The results collected during the implementation of the model in the insurance company
confirmed its success with 96% of the participants feeling satisfied with it. Moreover, a survey
confirmed that the ABP fostered a greater strategic alignment (score of 4,2 out of 5), increased
the organization's focus (score of 4,2/5), promoted a greater transversal alignment and visibility

(score of 4,2/5), and improved the capacity coordination between units (score of 3,9/5).

Keywords: Agile, Portfolio Management, Insurance Industry
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RESUMO

Os dias de hoje caracterizam-se por uma crescente incerteza e instabilidade provocada
pelo continuo surgimento de novos concorrentes e formas de fazer negécio. Assim, é essencial
que empresas tradicionais se tornem cada vez mais ageis e capazes de agir rapidamente as
necessidades e expectativas dos seus consumidores. No entanto, esta ndao costuma ser uma
tarefa facil para muitas seguradoras que tradicionalmente possuem organizagdes funcionais e
hierarquicas que apenas lhes permitem ter sucesso em ambientes mais estaveis.

Por outro lado, muitas empresas tém vindo a fortalecer as suas metodologias de plane-
amento ao implementarem modelos de Gestao de Portfélios. Estes modelos permitem a ges-
tao de iniciativas de uma maneira mais integrada e eficiente, que assegura o alinhamento es-
tratégico, minimiza a complexidade e garante uma maior flexibilidade.

Neste sentido, foi desenvolvido um estudo de caso na Fidelidade, um grupo segurador
lider no mercado portugués, para investigar de que forma as praticas Agile e de Gestdo de
Portfélio podem ser conciliadas no setor segurador.

Este estudo de caso foi dividido em trés etapas principais. Primeiramente, realizou-se
uma revisao de literatura sobre as melhores praticas de Gestao de Portfolios Agile no setor
segurador. Em seguida, os dados recolhidos foram utilizados para desenhar o novo modelo de
Gestao de Portfolios Agile. Por fim, o modelo foi implementado na Fidelidade e avaliado.

Os resultados recolhidos durante a implementacdo do modelo na empresa seguradora
confirmaram o seu sucesso, com 96% dos participantes a sentirem-se satisfeitos com o mesmo.
Mais ainda, um inquérito confirmou que o ABP promoveu um maior alinhamento estratégico
(pontuacao de 4,2 em 5), aumentou o foco da organizacdo (pontuagdo de 4,2/5), fomentou
um maior alinhamento e visibilidade transversal (pontuagdo de 4,2/5), e melhorou a capaci-

dade de coordenagdo entre as areas da organizagado (pontuagao de 3,9/5).

Palavas chave: Agile, Gestdao de Portfélios, Industria Seguradora
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INTRODUCTION

This dissertation is a case study that proposes a new agile portfolio management model
for insurance companies, the ABP - Annual Business Planning. This model is then implemented
and evaluated in Fidelidade, a leading insurance group operating in the Portuguese market.

This chapter begins by providing a brief background on the topics covered and describ-
ing the motivation behind this case study. After that, the case study's primary objective, re-
search question, and research methodology are described. Finally, the structure of this disser-

tation is presented.

1.1 Context and motivation

Nowadays, new competitors and ways of doing business continue to arise in nearly all
industries due to megatrends such as demographics, digitalization, connectivity, business
model innovation, trade liberalization, or global competition (Salih and Alnaji, 2014). This un-
certainty and instability make it crucial for traditional companies to become increasingly more
agile and able to act fast on consumer needs and expectations (Sampath and Krishnamoorthy,
2017). However, being agile and adapting to change is traditionally not an easy task for many
insurance companies as they typically operate with functional and hierarchical organizations
that only enable them to succeed in more stable environments (Lorenz et al., 2020).

Therefore, many financial institutions, such as banks and insurers, are seeking to increas-
ingly transform towards Agile and its principles. These institutions strive to become more ef-
fective, faster, and leaner in their critical processes by minimizing handovers and maximizing
speed and effectiveness. Moreover, adopting Agile also simplifies their governance and in-

creases operational efficiency through its flat organizational models, where the traditional



functional and siloed units are mixed up in cross-functional divisions and self-managing teams
(Lorenz et al., 2020).

Another common factor in many financial companies is that they typically develop mul-
tiple and complex strategic initiatives at the same time. These initiatives seek to increase the
company's capabilities in achieving its strategic business objectives and usually cascade into
several strongly correlated projects that are developed by numerous development teams in
short development cycles (Yang et al., 2021).

In this context, many insurers adopt Portfolio Management models that enable them to
manage their initiatives in a more integrated and efficient manner that is strategically aligned,
minimizes complexity, and provides higher flexibility when responding to uncertainty (Miterev
et al., 2020). As a result, Portfolio Management emerges as a successful approach to managing
strategic initiatives in the form of projects or programs that are selected, prioritized, balanced,
and aligned to the latest business needs (Ichsan and Sadeli, 2020; ISO, 2015; PMI, 2017).

In this dissertation, a new agile portfolio management model was designed, the ABP -
Annual Business Planning. The ABP is a portfolio management model suitable for insurance
companies that follows the portfolio management standards (ISO TC/258 - ISO 21504:2015
and PMI's The Standard for Portfolio Management — Fourth Edition (2077)) and the agile prin-
ciples.

This agile portfolio management model was then implemented and evaluated in Fideli-
dade, a leading insurance group operating in the Portuguese market. Fidelidade possessed
several transversal initiatives that were being developed simultaneously and needed better
alignment and coordination. Moreover, the group was also undergoing an Agile transfor-
mation and intended to become a more effective, faster, and leaner organization.

Therefore, Fidelidade decided to implement the ABP to foster a greater strategic align-
ment of all initiatives, increase the organization's focus, promote a transversal alignment and
visibility on all units' activities, and improve the capacity coordination between the units in-

volved in transversal initiatives.

1.2 Research question and main objectives

Since the existing literature offered limited guidance on the combination of these two
themes, Agile and Portfolio Management, and their application is almost unheard of in the

insurance sector, the main research question of this case study was:



Research question: What could be an agile portfolio management model aligned with

the standard practices and suitable for an insurance company?

This research question should be answered by accomplishing the following three objec-

tives:

Objective 1: Study the existing literature to collect the best practices for applying Agile

Portfolio Management in the insurance industry.

Objective 2: Design an agile portfolio management model aligned with the standard

practices and suitable for an insurance company.

Objective 3: Implement and evaluate that model in the real-life context of an insurance

company.

1.3 Research methodology

The research methodology was based on the "research onion" from Mark Saunders,
Philip Lewis, and Adrian Thornhill (Saunders et al., 2018). There are six layers in the "research
onion": philosophy, approach to theory development, methodological choice, research strat-
egy, time horizon, and techniques and procedures.

After realizing the HARP questionnaire (Heightening your Awareness of your Research
Philosophy), the researcher found that his views were predominantly similar to the pragmatism
philosophy. This research philosophy is suitable for a case study research strategy and supports
this dissertation's clear intention to influence organizational practice and not focus only on
constructing theories and concepts.

The approach to theory development used was abduction, which is generally under-
pinned by the pragmatism philosophy. Abduction combines deduction and induction with an
approach that moves from data-to-theory and theory-to-data back and forth.

In this research project, the abduction process was made across three main phases. First,
there was a collection of data from the literature review. Then, this data was used in the induc-
tion of a theory, which was the design of a new agile portfolio management model. Finally,
some additional data was collected through the implementation and evaluation of the model.

The combination of the three phases of the process enabled answering the research question.



This research was done with a partially integrated mixed methods research approach that
used qualitative methods first and then applied both qualitative and quantitative methods sim-
ultaneously.

As this research project was developed in a real-life setting and used both quantitative
and qualitative methods, the case study was the chosen strategy.

The approach taken in this research project was a rigorously defined and structured one
that is commonly used in orthodox case studies. In this sense, the research design can be di-
vided into three major phases. In the first phase, the literature was reviewed and the research
question was defined. After that, the second phase was dedicated to developing a new agile
portfolio management model. Finally, following an initial diagnostic of the company's current
strategic planning processes, the model was implemented and evaluated through a survey and

quantitative and qualitative analyses (Figure 1.1).

Literature Review

Research question definition

Literature
review

Development of an Agile Portfolio
Management model

Agile Portfolio
Management
model design

Diagnosis of Fidelidade's strategic
planning

Model
implementation
and evaluation

Implementation of the model <:

) 4

Evaluation of the model <

APM: Agile Portfolio Management

Figure 1.1 - Orthodox case study research design



Finally, this research project was a cross-sectional study and used, as main techniques
and procedures, semi-structured interviews in the diagnosis and a survey to evaluate the

model.

1.4 Dissertation structure

This dissertation is divided into six chapters:

Chapter 1 - Introduction: This chapter intends to contextualize the work developed, ex-
plaining the motivation, the primary objectives, and the research methodology of the case
study. In addition, the structure of this dissertation is also presented.

Chapter 2 - An Overview of Agile Portfolio Management in the Insurance Industry: This
chapter constitutes the State of the Art, which is the basis of this dissertation. It starts by provid-
ing an overview of the global insurance sector where this case study fits in (Section 2.1). After
that, there is a literature review on the best practices of applying Agile Portfolio Management
in the insurance industry. This literature review was divided into four parts:

e Section 2.2 studies the application of Agile and Portfolio Management in the in-
surance and banking industry;

e Section 2.3 analyzes the existing Portfolio Management main standards;

e Section 2.4 analyzes the existing literature on Agile Portfolio Management; and

e Section 2.5 compares and discusses the main results of the literature review and
defines the research question.

Chapter 3 - Research Methodology: This chapter describes the research methodology
chosen to answer the research question and explains why the case study was considered the
most suitable research strategy.

Chapter 4 - Design of an Agile Portfolio Management Model: This chapter details the
new agile portfolio management model that was developed, the Annual Business Planning or
ABP.

Chapter 5 - Model Implementation and Evaluation: This chapter describes the implemen-
tation and evaluation of the ABP model in Fidelidade.

Chapter 6 - Conclusion: This chapter concludes the case study and is divided into two
parts. First, the research question of this dissertation is answered. Finally, the second part briefly

describes the main limitations of this study and the most significant future developments.






AN OVERVIEW OF AGILE PORTFOLIO MAN-
AGEMENT IN THE INSURANCE INDUSTRY

This chapter will review the existing literature and collect the best practices for applying
Agile Portfolio Management in the insurance industry. In this sense, the chapter will be divided
into two major parts.

First, it is essential to provide an overview of the global insurance sector where this case
study fits in. Therefore, a short overview will be given divided into three major topics (section
2.1). First, there is a brief analysis of the three insurance coverage types (Life, Property & Cas-
ualty, and Health insurance) during the last years. Secondly, there is an overview of the current
picture of the major insurance distribution channels. Finally, there is a brief discussion of the
major impacts the COVID-19 pandemic is causing in the insurance business worldwide.

After this overview on the main tendencies of the insurance industry across the globe,
this chapter will then provide a literature review on the best practices of applying Agile Port-
folio Management in the insurance industry (section 2.2 to 2.5).

In this sense, this literature review will start by studying the application of Agile and Port-
folio Management in the insurance and banking industry specifically (section 2.2).

However, since this initial review offers limited guidance, this section will then also ana-
lyze the existing Portfolio Management main standards (section 2.3) and the existing literature
on Agile Portfolio Management (section 2.4).

Finally, there is a brief comparative analysis and discussion of the main results found in

this literature review, as well as the definition of the primary research question (section 2.5).



2.1 Overview of the insurance industry

During the last decade, the global insurance industry has witnessed steady and signifi-
cant growth over the years. According to McKinsey & Company's report Global Insurance Pools
statistics and trends: An overview of life, P&C, and health insurance (Binder et al., 2021), the
total insurance premiums increased 48% in the last decade, from a total of €3,4 trillion in 2010
to almost €5 trillion in 2019 (2019 is currently the most consistently reported year). Further-
more, between 2018 and 2019, there was a CAGR (Compound Annual Growth Rate) of 4.9%, a
slight increase from the 4.4% CAGR between 2010 and 2018 (Figure 2.1). On the regional level,
North America and the developing Asia Pacific (APAC) were the major contributors to this
growth, accounting for almost 60% of the growth in total insurance premiums from 2010 to

2019 (Binder et al., 2021).
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Figure 2.1 - Total insurance premiums during the last decade, € billion

2.1.1 Growth by coverage type

2.1.1.1 Life insurance

Life insurance was the leading insurance coverage with 45% of global premiums in 2019
and a growth of 4.4% from 2018 to 2019 (Figure 2.2). This growth was particularly significant
in the developing APAC.
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Figure 2.2 - Total insurance premiums by segment, € billion

All life product lines showed gains from 2018 to 2019. However, annuity products were

the leading product accounting for more than 30% of life insurance products. Annuities were

followed by group products, endowment, unit-linked, and term life products, which were at

the bottom of the product mix (Figure 2.3).

Life insurance profitability has mainly decreased in most regions. This is leading some

insurers to refocus their investments in less capital-intensive products (but less profitable as

well), such as unit-linked (Binder et al., 2021).
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Figure 2.3 - Growth by life product line



2.1.1.2 Property-and-casualty (P&C) insurance

Property-and-casualty (P&C) insurance accounted for 31% of global premiums, showing
a growth of 4.7% from 2018 to 2019 (Figure 2.2). More mature markets, such as Western Eu-
rope, North America, and developed APAC, contributed most (61%) for this P&C premium
growth. However, emerging markets such as Latin America, Africa, and developing APAC
showed the fastest growth rates in the same time frame of 2018-2019.

Despite a slowdown in the CAGR from 2018 to 2019, motor insurance still accounted as

the P&C product line with a larger market share (45%) (Figure 2.4).
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Figure 2.4 - Growth by P&C product line

Profitability in P&C insurance has been improving since 2017, a year marked by several

natural catastrophes worldwide (Binder et al., 2021).

2.1.1.3 Health insurance

Health insurance accounted for about 25% of global insurance premiums in 2019 and
was the fastest-growing segment. Regions such as the developing APAC and North America -
the world’s largest private health market - contributed to most of the total growth in health
insurance premiums. In addition, both personal and commercial health insurance lines contin-

ued to grow in the last decade (Figure 2.5).
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Figure 2.5 - Growth by Health product line

In general, all the economic indicators - such as the average combined ratio, the net
claims ratio, and the expense ratio - have remained stable and positive across all regions

(Binder et al., 2021).

2.1.2 Current distribution changes

Despite solid growth in the recent years of the direct sales channel, the insurance industry
is still primarily dominated by the in-person sales force of agents and brokers (Figure 2.6).

This tendency is especially notorious in life insurance, where tied agents and branches
along with bancassurance have the most significant share, whereas the direct channels remain
very limited.

In P&C, the direct channel has a slightly bigger penetration. However, most of the sales
are dominated by brokers - at the expense of agents and branches that have been experiencing

a decline in recent years (Binder et al., 2021).
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2.1.3 COVID-19 impact on the insurance business

The impact of COVID-19 will likely be more significant in the life insurance line of busi-
ness, with the industry being expected to recover to 2019 levels only by 2022 or 2023. This
slower recovery is mainly explained by the industry’s savings-oriented product mix and the
challenges in underwriting and distribution induced by the constant lockdowns and commer-
cial restrictions (Binder et al., 2021).

The P&C line of business has increased profitability mainly due to the claims decline
induced by the lockdowns and the consequent loss of mobility. However, the pandemic is also
expected to have a near-term global negative impact on P&C premiums. The economic crisis
and rising unemployment will likely translate into a shift toward purely mandatory insurance
products and a decreased coverage in existing products. Also, the downside of the lockdowns
and consequent loss of mobility is that it will cause a drop in new car sales and fleet sizes,
reducing motor insurance premiums.

Meanwhile, the health line of business has also seen a claims reduction due to the closure

of hospitals and clinics to non-urgent or no COVID-19 health procedures. However, this claims
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reduction will likely be compensated in the post-COVID world, as people start to feel safer and
more confident in going to the hospitals and rescheduling all their postponed procedures. In
fact, the post-pandemic loss ratios will likely be larger than the pre-pandemic figures as peo-
ple's health conditions deteriorate during the pandemic. Moreover, many people's diseases
have passed unnoticed without attending routine doctor appointments and are now worse and
more difficult (and expensive) to treat.

Finally, the COVID-19 crisis and consequent lockdowns also had a tremendous negative
impact on sales through physical channels, such as agents and brokers. In contrast, the direct
and digital channels were significantly less affected. Therefore, it can be said that both the
insurance industry and its clients will start embracing digitalization much more and propelling

their shift towards direct and online channels.

2.2 Best practices of Agile Portfolio Management in the insur-

ance industry

After this overview on the main tendencies of the insurance industry across the globe,
this chapter will now focus on investigating the best practices on the application of Portfolio
Management and Agile in the insurance industry.

Since the existing literature on applying these two themes in the insurance industry was
almost inexistent, the banking industry was also analyzed as both sectors possess similar char-
acteristics. In order to execute this review, several queries were made on the Scopus database,

as illustrated in Table 2.1:

Table 2.1 - Scopus search queries

No. Documents
results selected
1 2017-2021  ALL ("insurance industry" AND "portfolio man- 30 None
Insurance Ind.  agement” AND (programs OR programme OR
AND Portfolio  projects)) AND (LIMIT-TO (PUBYEAR, 2021) OR
Mngmt. LIMIT-TO (PUBYEAR, 2020) OR LIMIT-TO
(PUBYEAR, 2019) OR LIMIT-TO (PUBYEAR,
2018) OR LIMIT-TO (PUBYEAR, 2017)) AND
(LIMIT-TO (LANGUAGE, "English"))
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Table 2.1 - Scopus search queries (cont.)

Documents

selected

. 2017-2021
Banking

Ind. AND
Portfolio
Mngmt.

=1 2017-2021
Insurance

Ind. AND
Agile

| 2017-2021
Banking

Ind. AND
Agile

ALL ( "banking industry” AND "portfolio man-
agement” AND (program OR programme OR
project)) AND (LIMIT-TO ( PUBYEAR, 2021)
OR LIMIT-TO ( PUBYEAR, 2020) OR LIMIT-TO
( PUBYEAR, 2019) OR LIMIT-TO ( PUBYEAR,
2018) OR LIMIT-TO ( PUBYEAR, 2017)) AND
( LIMIT-TO ( LANGUAGE, "English"))

ALL ( "insurance industry" AND (agile OR
"business agility" ) AND ( portfolio OR project
OR program OR programme)) AND ( LIMIT-
TO ( PUBYEAR, 2021) OR LIMIT-TO ( PUBYEAR

, 2020) OR LIMIT-TO (PUBYEAR, 2019) OR
LIMIT-TO ( PUBYEAR, 2018 ) OR LIMIT-TO (
PUBYEAR, 2017 )) AND (LIMIT-TO ( LAN-

GUAGE, "English")) AND ( LIMIT-TO ( DOC-

TYPE, "ar") OR LIMIT-TO ( DOCTYPE, "re"))

AND (LIMIT-TO ( SUBJAREA, "BUSI") OR

LIMIT-TO ( SUBJAREA, "ECON"))

ALL ( "banking industry” AND (agile OR "busi-
ness agility" ) AND ( portfolio OR project OR
program OR programme)) AND (LIMIT-TO (
PUBYEAR, 2021) OR LIMIT-TO ( PUBYEAR,
2020) OR LIMIT-TO (PUBYEAR, 2019) OR
LIMIT-TO (PUBYEAR, 2018 ) OR LIMIT-TO (

PUBYEAR, 2017)) AND (LIMIT-TO ( LAN-

GUAGE, "English")) AND (LIMIT-TO ( DOC-

TYPE, "ar") OR LIMIT-TO ( DOCTYPE, "re"))

AND (LIMIT-TO ( SUBJAREA, "BUSI") OR

LIMIT-TO ( SUBJAREA, "ECON"))
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97 (Ichsan and
Sadeli, 2020),

(Ayu et al., 2020),
(Yang et al.,

2021), (Halim et

al., 2020), (Sa-
manlioglu and

Ayag, 2020)

38 (Carew and Glynn,
2017), (de Waal,

2018), (Atkinson

et al., 2020)

84 (Lindskog and
Magnusson,
2021), (Sundaram
et al., 2020), (S.H.
Appelbaum et al.,
2017), (Fink et al.,
2018), (Tornjanski
et al.,, 2017),
(Sampath and
Krishnamoorthy,
2017), (Ahmadza-
deh et al,, 2020)



Table 2.1 - Scopus search queries (cont.)

Documents
selected
Insurance ALL ( "insurance industry” AND ( agile OR 6 None
Ind. AND "business agility" ) AND "portfolio manage-
Agile AND ment" )
Portfolio
Mngmt.

Banking ALL ( "banking industry” AND (agile OR "busi- 18 (Yang et al., 2021)
Ind. AND ness agility" ) AND "portfolio management")
Agile AND
Portfolio
Mngmt.

The first two queries aimed at analyzing the existing literature of Portfolio Management
in both the insurance and banking industry in the last five years (2017-2021). A total of 127
documents were found (30+97), but only five related to the banking industry were suitable for
this paper. The others had access limitations or did not relate to Portfolio Management or
Banking/ Insurance industry.

The third and fourth queries were similar to the first ones but aimed at analyzing the
existing literature on Agile and business agility in the same industries. From a total of 122
documents (38+84), ten were found suitable for this paper.

Finally, the fifth and sixth queries combined the Portfolio Management and Agile themes
in the insurance and banking industry. That is, the queries intended to find any existing litera-
ture that combined the application of Portfolio Management and Agile in the insurance or
banking industry. However, from the 24 documents found (6+18), none was suitable as they
did not relate to both themes simultaneously.

Therefore, from all the 273 papers analyzed, only 15 were selected for this literature re-
view.

The study of these 15 articles will be divided into two parts. First, there is an analysis of

Portfolio Management and then a study of Agile concepts in the Insurance and Banking Indus-

try.
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2.2.1 Portfolio Management in the Insurance and Banking Industry

There are two types of activities in organizations: those that run the business and those
that change the business. The "run" activities are the operations that realize business benefits,
also known as business as usual, and the "change" activities are the projects that increase the
company's capabilities to achieve its strategic business objectives (Ayu et al., 2020). These
"change" projects are also known as strategic initiatives, and they are commonly grouped in
programs managed through Portfolio Management (PM) processes.

A robust and well-based Portfolio Management process is crucial, especially in financial
companies that usually possess multiple programs consisting of several projects with strong
inter-project correlation, numerous project development teams, and short development cycles
(Yang et al., 2021). Therefore, many insurance firms have the increasing need to manage these
programs in a more integrated and efficient manner, which assures all programs' strategic ori-
entation, minimizes complexity, and provides higher flexibility in responding to uncertainty
(Miterev et al., 2020).

For instance, in the article Fostering Project Delivery Capabilities in Indonesian Commer-
cial Banks, Ichsan and Sadeli highlighted the influence of having strong Portfolio Management
capabilities to successfully complete strategic initiatives in the form of projects or programs
that are selected, prioritized, balanced, and aligned to the latest business needs.

Portfolio Management processes can also have high levels of flexibility, enabling financial
companies to quickly and effectively respond to their dynamic market environments. For ex-
ample, in PM processes, projects or programs that are already ongoing can be re-prioritized,
reconfigured, balanced, or even discontinued to align with the organization's current priorities
and optimize the impact of such projects (Ichsan and Sadeli, 2020).

Prioritization is a critical aspect of a Portfolio Management process. Halim et al., in their
paper Enterprise Information Technology Strategic Plan (EITSP) delivers Indonesian Bank Per-
formance emphasized the importance of prioritization as a crucial part of the demand man-
agement cycle. Prioritizing consists of understanding which programs or projects will most
benefit the organization and should be implemented first. There are four main project elements
for prioritization: financial value, risk, strategic alignment, and feasibility (considering the exist-
ing capabilities of the organization) (Halim et al., 2020). Analyzing these four key elements (and
possibly others more specific to the organization) is not always as straightforward as one could
expect for many reasons, namely due to the lack of robust quantitative data. However, some

methodologies such as Multiple Criteria Decision Making (MCDM) and Analytic Hierarchy
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Process (AHP) are often well used in prioritizing, as they may evaluate projects with both quan-
titative and qualitative data (Romano, 2013; Samanlioglu and Ayag, 2020). In sum, prioritization
has a strong impact in implementing strategic initiatives, as selecting the right project/program
in the very beginning is crucial for optimizing the bank or insurer's final performance (Ichsan
and Sadeli, 2020).

Today, as digital technologies continue to emerge and the need for digitalization and
automation grows, the demand for Information Technology (IT) support and resources is also
increasing. Therefore, a PM process should carefully address the dynamic balance between the
IT demand and the IT supply capacity to maximize the organizations' performance. In order to
do so, essential factors such as having a Corporate Strategic Plan, an IT Portfolio Management
(ITPM), a Business IT Stakeholder Management (BISE), and an IT Governance & Transparency
framework (ITGOV) have been proved to deliver financial performance in the form of Return
on Assets (RoA) and optimize the balance between business IT demand and IT support capacity
(Halim et al., 2020).

Coordinating multiple projects and programs can be challenging. In their paper, Yang et
al. (Yang et al., 2021) described the batch approach as one of the most valuable methods to
enhance the coordination of multi-project management. They also emphasized the idea of
Agile as an iterative approach that enables customers' rapid involvement and continuous feed-
back, optimizing the development and effectiveness of the project (Yang et al., 2021).

The existing literature on the application of Agile in the insurance and banking industry

will be analyzed hereafter.

2.2.2 Agile in the Insurance and Banking Industry

Being agile and adapting to change is traditionally not an easy task for many insurance
companies, as they usually operate through functional and hierarchical models that enable
them to succeed only in more relatively stable environments (Lorenz et al., 2020).

However, stability is becoming a thing of the past, even in old and traditional industries
such as the insurance industry. In fact, nowadays, being agile and able to act fast on consumer
needs and expectations is becoming more critical and challenging. All of this raises the ques-
tion of whether the traditional and old operating models can fulfill the increasing needs of
speed, effectiveness, and optimization that insurers have (Salih and Alnaji, 2014).

In today's society, new competitors and new ways of doing business continue to arise
mainly due to megatrends such as demographics, digitalization, connectivity, business model

innovation, trade liberalization, and global competition. The military often uses an acronym to
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describe environments with volatility, uncertainty, complexity, and ambiguity: VUCA. In the
business world, VUCA stands for an environment where no company manages to beat its mar-
ket competitors consistently and where traditional strategic planning and execution models
are found inadequate (Sampath and Krishnamoorthy, 2017).

In this context, being Agile and transforming to its principles emerges as a faster, more
effective, and leaner solution by minimizing handovers and maximizing speed and effective-
ness in critical processes such as launching new products or updating new pricing models.
Adopting Agile also simplifies governance and increases operational efficiency through its flat
organizational models, where the traditionally functional and siloed units are mixed up in
cross-functional divisions and self-managing teams (Lorenz et al., 2020).

Being Agile also implies having strategic agility, which is becoming an emergent area of
research in the agility domain. Strategic agility is the ability of an organization to continuously
adapt to changing circumstances and adjust its strategic direction to create new products and
services, new business models, and innovative ways to create value (Sampath and Krishna-
moorthy, 2017).

Another critical factor at the core of strategic and organizational agility is the concept of
organizational ambidexterity. Ambidextrous organizations are those that successfully manage
to work and innovate for the future but do not forget to optimize the present. Ambidexterity
is about exploring new and innovative business fields as well as exploiting the existing ones, is
having agility and changeability without losing stability and structure. Only ambidextrous or-
ganizations manage to respond, adapt and thrive in changing environments. However, for
companies adopting Agile methods, ambidexterity can sometimes be seen as a contradiction
and cause paradoxical tensions between the flexibility needed for Agile methods and the in-
evitable business and corporative need for predictability and long-term planning.

Nevertheless, agile methodologies already possess ambidextrous strategies. For exam-
ple, one of the prerequisites to enhancing flexibility and creativity (exploration) is that the
teams must be stable and autonomous in controlling, planning, and solving their own work
(exploitation). Another good example of agile ambidexterity is the definition of the iteration
cycle, as it must be long enough to enable meaningful work and stability but short enough not
to lose speed and sensitivity to change (Lindskog and Magnusson, 2021).

While strategic agility is crucial to be innovative and prepare for the future, banks and
insurers also need to be agile and lean in their operations. Solid operational models enable
enterprise agility as companies increasingly possess the capacity and capabilities to support

various progressively customized products and services effectively, meet all stakeholders'
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expectations, and maximize value and customer satisfaction. However, accomplishing all of this
can be more arduous in large enterprises than on small and medium enterprises (Steven H.
Appelbaum et al.,, 2017). In this context, Tornjanski et al. established three fundamental re-
quirements for operations management in banking (Tornjanski et al., 2017):

e Acknowledge operations as a primary strategic element, shifting the operating
model from a traditional "back-office" to a "strategic" one;

e Approach operations in an integrated perspective, identifying primary output
needs and leveraging resources and capabilities; and

e Ensure that strategies are ambidextrous and have a clear long-term vision and a
robust short-term implementation capacity, focusing on quality management
and operational excellence.

Having explained the importance of agility in financial companies, the question that im-
poses is how can a financial company become agile? What is the most successful path to be-
coming Agile? Hereafter, a review will be done on the main enablers of building an agile or-
ganization, particularly the importance of culture and people in this journey.

The commitment to agile implies a change in all levels of the organization, namely strat-
egy, structures, capabilities, employees, and leadership. The status quo imposed by traditional
organizational structures, functions, and practices such as planning and budgeting must be
challenged and rethought (S.H. Appelbaum et al.,, 2017).

In their paper /s strategic agility the new Holy Grail?, Sampath and Krishnamoorthy de-
scribe five key elements to build a strategically agile organization (Sampath and Krishnamoor-
thy, 2017):

¢ Providing clear and unifying organizational direction;
¢ Building learning organizations;

e Capitalizing on human capital;

e Creating strong organizational culture; and

¢ Building effective top management teams.
These elements should also share the same three practices:

e Customer orientation;
e Mastering change and uncertainty; and
e Leveraging human capital and leadership.
In addition, Ahmadzadeh et al. found that the organizational structure is one of the most

influencing enablers of organizational agility. They also observed that by increasing the ability
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of the organization in enterprise resources planning (ERP), the organizational agility also in-
creases (Ahmadzadeh et al., 2020).

Salih and Alnaji (Salih and Alnaji, 2014) studied the impact of strategic thinking and stra-
tegic agility on the strategic performance of insurance companies. They found that strategic
performance is affected and depends on both strategic thinking and strategic agility. In addi-
tion, strategic agility is also affected by strategic thinking and, therefore, the strongest rela-
tionship between the three was in the sequence:

Strategic Thinking -> Strategic Agility -> Strategic Performance

This sequence is the strongest path that maximizes strategic performance in insurance
companies. Strategic thinking comes as a key methodology, based on foresight, intuition, and
financial techniques, that promotes strategic agility and delivers strategic performance (Salih
and Alnaji, 2014).

On the other hand, Atkinson et al. (Atkinson et al., 2020) performed a test in the insurance
industry to analyze the relationship between organizational agility and three meta-capabilities:
competitive intelligence, strategic flexibility, and organizational innovation. They found that
competitive intelligence and strategic flexibility support organizational agility, but surprisingly
organizational innovation does not. They also found that the most robust path to achieve or-
ganizational agility was the following:

Competitive Intelligence -> Strategic Flexibility -> Organizational Agility

The authors stated that the inexistence of a correlation between organizational innova-
tion and organizational agility might be due to the sample used in the test. Therefore, further
studies on this matter would be recommendable (Atkinson et al., 2020).

In addition, the authors also added that the importance of having competitive intelli-
gence and strategic flexibility depends directly on the intensity of the competition. That is,
when the competition is high, insurance companies need to act faster and be able to identify
and implement necessary changes quickly to optimize performance and beat the competition
(Atkinson et al., 2020).

One of the fundamental aspects regarding strategy and agility is that strategy can only
produce conditions favorable to agility, but not agility itself. It is the peop/e who become agile
by changing their mindset and ways of working (Atkinson et al., 2020). Therefore, agility needs
to be rooted in a company's culture, and the presence of a robust Human Resources (HR)
strategy is fundamental to unlocking organizational agility in any company, including insurers.

According to Cameron and Quinn (Cameron and Quinn, 2011), there are four types of

organizational culture (Table 2.2):
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Table 2.2 - Types of organizational cultures according

Focus Values...

Adhocracy External Innovation

External Competitiveness
Clan Internal Collaboration
Hierarchy Internal Order and Stability

All organizations have a mix of these culture types that must fit with the existing entity
and culture. Studies suggest that all culture types can positively correlate with agility, except
the market culture. Typically, well-balanced companies must have a clan culture in their internal
management through solid and collaborative teams but have a hierarchical culture and stability
when defining their long-term vision and strategy (Atkinson et al., 2020; Cameron and Quinn,
2011).

As imagined, becoming agile is a formidable challenge because it depends greatly on
the organization's culture and mindset. Unfortunately, many companies undergoing agile
transformations get stuck at this point because changing organizational cultures is a long and
arduous endeavor (Sampath and Krishnamoorthy, 2017). For instance, many companies have
difficulties implementing Scrum as they do not have stability embedded in their culture, and
the project teams get consistently bombarded with ad-hoc requests from other stakeholders.
This decreases teams' productivity and effectiveness, making the company slower in respond-
ing to change. Another challenge in changing culture resides in the organizations' leadership.
Many leaders tend to adhere to a non-agile management mindset that does not promote agile
values such as servant leadership, autonomy, and self-organizing flexibility (Carew and Glynn,
2017).

In conclusion, moving to agile needs to be a top-down and bottom-up effort, permeating
all levels of the organization and ensuring that everyone embraces and is resilient enough to
tackle this long and arduous effort that impacts people's culture and mindset (Carew and
Glynn, 2017).

2.3 Portfolio Management Standards

This section aims to analyze Portfolio Management through two of its most significant

standards: PMI's book The Standard for Portfolio Management — Fourth Edition (2077) and 1SO
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standard ISO TC/258 - I1SO 21504:2015. These standards are universal and valuable when ap-
plying Portfolio Management in any sector, including insurance.

The Project Management Institute (PMI) is the world's leading authority on project man-
agement and offers globally recognized standards, certifications, and online courses, among
other things ("PMI,” 2021). PMI's standards and certifications are adopted worldwide but have
a more significant influence in North America.

The International Organization for Standardization (ISO) is an independent, non-govern-
mental international organization with a membership of 166 national standards bodies (“ISO,”
2021). ISO's headquarters are in Geneva, Switzerland, and its work and standards have a sig-
nificant influence worldwide, particularly in European countries.

This section will describe their standard best practices for portfolio management. Firstly,
a brief explanation will be provided of what is a Portfolio and what is Portfolio Management.
After that, there is a summary review on Portfolio Strategic Management and Portfolio Capacity

and Capability Management, which are the most relevant portfolio management topics for this

paper.

2.3.1 Portfolio and Portfolio Management concepts

PMI's book The Standard for Portfolio Management — Fourth Edition (2077) and ISO's
standard describe a portfolio as a collection of portfolio components (projects, programs, sub-
sidiary portfolios, or operations) managed together to achieve strategic objectives (ISO, 2015;
PMI, 2017).

Portfolio components should be quantifiable. That is, they can be identified, categorized,
evaluated, prioritized, and authorized. In addition, the portfolio components do not need to
be interdependent. They can be independent and with related or unrelated objectives (PMI,
2017). However, portfolio components compete for a share (or all) of a set of limited resources.
Consequently, organizations need to analyze their unique environment and circumstances to
optimize and balance the various portfolio components (ISO, 2015; PMI, 2017).

Another essential characteristic of a portfolio is that it is not time-bounded. In other
words, unlike programs and projects, which have a limited duration, portfolios can achieve
greater longevity as new components enter the portfolio and current ones are completed. A
portfolio can be closed for several reasons, such as the portfolio is no longer required, the
intended objectives have been accomplished, or the portfolio’s components have been de-

commissioned or transferred to another portfolio (ISO, 2015; PMI, 2017).
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Finally, a portfolio should be at any given moment a reflection of an organization’s intent,
direction, and progress. In other words, a portfolio should be closely aligned with one or more
organizational strategies and objectives. Otherwise, the organization should reasonably ques-
tion why the portfolio is active and take corrective action to either realign the portfolio or
decommission it (ISO, 2015; PMI, 2017).

According to The Standard for Portfolio Management — Fourth Edition (PMI, 2017), “port-
folio management is the centralized management of one or more portfolios to achieve strate-
gic objectives” by applying portfolio management principles. Also, portfolio management can
be viewed as a “dynamic activity through which an organization invests its resources to achieve
its strategic objectives by identifying, categorizing, evaluating, selecting, prioritizing, integrat-
ing, monitoring, optimizing, balancing, authorizing, transitioning, controlling, and terminating
portfolio components.”

ISO's standard (ISO, 2015) gives a similar definition for Portfolio Management: "Portfolio
management should include a set of interrelated organizational processes and methods by
which an organization allocates resources to achieve its strategic objectives." In addition, Port-
folio Management aims to align the portfolio objectives with the organization's strategic ob-
jectives, stakeholder priorities, and values such as ethical or sustainable practices. Portfolio
Management can be described as a continuous decision-making process where all the portfo-
lio components are subject to periodic reviews to ensure alignment with the organization's
strategy. These periodic reviews aim in responding to change brought by new opportunities
or threats and can have two primary functions (ISO, 2015):

e Generate new portfolio components, that are evaluated, selected, prioritized, and
authorized; or
e /mpact ongoing portfolio components, that can be modified, accelerated, post-
poned, or terminated.
Portfolio management presents a structured and organized approach to achieve specific

strategic results. These strategic results are the outcome of the organizational strategies and
objectives that aim to establish and guide an organization’s decisions, direction, purpose, and
resource allocations to achieve targeted values. Therefore, the primary purpose of Portfolio
Management is to create strong links between strategic planning and strategic business exe-
cution. By doing this, organizations can achieve greater organizational performance while im-

proving resource utilization, exploiting new opportunities, and minimizing threats. In other
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words, organizations become able to “do the right projects at the right time and in the right
way” (ISO, 2015; PMI, 2017).

An organizational strategy is the primary input of any Portfolio Management process as
it is used to identify, document, and evaluate any opportunities, threats, weaknesses, and
strengths. The selected opportunities and threats can be further analyzed and supported in
business cases that will justify one or more new portfolio components being initiated. Finally,
the outputs of the portfolio components should deliver outcomes that will realize benefits for
the organization and enable it to fulfill the strategic objectives that were initially planned (Fig-
ure 2.7) (ISO, 2015).
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Figure 2.7 - Portfolio Management process overview within the organizational governance

As Figure 2.7 illustrates, a Portfolio Management process should enable an organization
to (ISO, 2015):
e Optimize organizational capability and capacity;
e Ensure investment in portfolio components is aligned with the organization’s
strategy;
e Maximize benefits from investment;
¢ Identify and manage stakeholders' expectations;
e Provide visibility of portfolio component activity and status.
Finally, according to the PMI’'s standard, the following principles are core in a Portfolio
Management process (PMI, 2017):
e Strive to achieve excellence in strategic execution;
e Enhance transparency, responsibility, accountability, sustainability, and fairness;
e Balance portfolio value against overall risks;
e Ensure that investments in portfolio components are aligned with the organiza-
tion’s strategy;
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e Obtain and maintain the sponsorship and engagement of senior management
and key stakeholders;

e Exercise active and decisive leadership for the optimization of resource utilization;

e Foster a culture that embraces change and risk; and

e Navigate complexity to enable successful outcomes.

2.3.2 Portfolio Strategic Management

Portfolio strategic management is an essential part of portfolio management. It aligns
the organization's strategic management with portfolio management, enabling the actions of
an organization to be closely aligned and consistent with the expectations of all the stakehold-
ers. In other words, Portfolio Strategic Management is the practice that guarantees the correct
match between the overall strategy and the programs/projects being undertaken in such a way
that maximizes their value (ISO, 2015; PMI, 2017).

Portfolio Strategic Management should be treated as a two-way process, as it focuses
not only on the continual monitoring of strategy and investment decisions at the executive
level but also on providing feedback on the impact and viability of such strategic decisions and
potential outcomes. In addition to this, a portfolio manager should also maintain a long-term
vision that allows for the execution of sound practices of decision making, risk management,

and value management, among other organizational considerations (PMI, 2017).

2.3.2.1 Portfolio Strategic Planning

Portfolio strategic planning consists of developing the portfolio strategic plan and align-
ing the strategic management of the portfolio with the organizational strategy and objectives
(ISO, 2015; PMI, 2017).

Among other things, the portfolio strategic plan contains the critical components of the
portfolio and is used to align the organization's vision, mission, and objectives with the port-
folio components and intended outcomes. In other words, a portfolio strategic plan details
how the organization intends to execute specific strategic initiatives that will enable the
achievement of those goals and objectives (ISO, 2015; PMI, 2017). In addition, the portfolio
strategic plan should also include the target metrics and performance indicators, allowing for
controlling and monitoring the portfolio components’ progress and strategic alignment (SO,
2015; PMI, 2017).

Another critical factor to consider when designing the organization’s different portfolio

strategic plans is that realizing all the portfolio’s outcomes should lead to accomplishing all of
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the organization’s strategic goals and benefits - and only the organization’s strategic goals. In
fact, portfolio initiatives that are not linked to realizing any specific strategic goal should be
terminated (PMI, 2017).

The key inputs to develop the portfolio strategic plan are the organizational strategy,
mission, vision, goals, and objectives, which will cascade down to the strategic initiatives (PMI,
2017).

2.3.2.2 From Strategic Vision, Mission, Goals, and Objectives to Strategic Initiatives

Vision and mission are statements of the organization’s ambition. They should be single
thoughts that can be easily understood and describe an organization's primary purpose and
ultimate goal. The strategic vision statement describes what the company aspires to be, i.e.,
where the organization sees itself in 5 or more years. Whereas the strategic mission describes
what the organization will do to achieve the vision, i.e., it defines the organization's present
state and its approach for the next couple of years (PMI, 2017).

Goals are broad statements of what the organization should achieve, so they are linked
to both the vision and the mission. Typically, goals are more qualitative statements rather than
quantifiable targets, and they should always be understandable, suitable, acceptable, and flex-
ible (PMI, 2017). Common examples of strategic goals are, among others:

e Grow market share;
e Improve customer satisfaction; or
e Improve profitability.

Objectives are more specific statements that address the primary challenges and drivers
of the organization’s strategy. They can be split into several categories, such as market position,
customer satisfaction, profitability, and innovation. Strategic objectives should be quantifiable

and validated using the following criteria (PMI, 2017):

Is the objective feasible and achievable?

Is the objective measurable and verifiable?

Is the objective adaptable and flexible?

Is the objective consistent with the rest of the strategic plan?
The SMART method is another typical and broadly used framework to develop effective

and measurable objectives. SMART is an acronym for Specific, Measurable, Assignable, Realis-
tic, and Time-related, which are the five main characteristics an objective should possess (Bjerke

and Renger, 2017).
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A typical example of a strategic objective produced according to the SMART approach
could be “increasing customer satisfaction by 20% in the western European market within the
next 18 months".

Finally, strategic initiatives are the endeavors by which the organization plans to execute
its strategy. These strategic initiatives are aggregated in portfolios of programs and projects
that will move the organization to the envisioned future state. Typically, strategic initiatives are
a combination of one or more of the following (PMI, 2017):

e New products or services,

e New business models,

e New capabilities,

e New markets and channels,

e New value creation opportunities, and
e Breakthrough platforms.

2.3.2.3 Portfolio Optimization

Portfolio optimization is the continuous practice by which an organization balances and
optimizes its benefits, risks, and resources. It is a critical part of any effective organization as it
ensures that supply (e.g., financial, human, and asset resources) is aligned with demand (e.g.,
projects, operations, and maintenance) (ISO, 2015; PMI, 2017).

Portfolio optimization should be a broad practice that sees across all the portfolio com-
ponents. Its main ambition is to highlight all the dependencies and bottlenecks to promote
synergies and leverage points and identify the most optimal bundling of projects (ISO, 2015;
PMI, 2017).

However, some typical challenges frequently arise in portfolio optimization, such as (PM],
2017):

e Misalignment between portfolios resources and objectives and strategies;
e lLack of access to quality data;

e Maxed out resources due to too much time wasted on too many low-value pro-
jects;

Lack of agility in adapting to market changes; and

e Managing the cyclic impact of reprioritization or optimization.
Some remarks regarding portfolio optimization include (ISO, 2015; PMI, 2017):

e Selecting and prioritizing the right components: every component will likely have
a different level of urgency and importance for achieving the organizational
goals. Acknowledging and analyzing that is critical to select the higher-priority
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components first and the lower after. As not all items can be quantified, manage-
ment must be able to also use their insights into selecting and prioritizing;

e Forecasting project portfolio costs: tracking and monitoring all the costs is critical
for the success of the portfolio and the organization. The portfolio managers
should continuously monitor if the overall cost-benefit ratio keeps positive and
take immediate action otherwise;

o Keep executives and key stakeholders accountable: As executives are most likely
the ones who make business decisions, they must have continuous visibility on
the portfolio components’ status to make the best decisions for the organization.

2.3.24 Managing Strategic Alignment

Strategic alignment management is how managers accept and act on relevant strategic
changes that impact the portfolio. Changes in strategy can be a regular occurrence, and they
should be embraced naturally. Therefore, aligning organizational strategy and the portfolio
outcomes and expected benefits should be a continuous endeavor (Figure 2.8) (ISO, 2015; PMI,

2017).
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Figure 2.8 - Organizational strategy and portfolio benefits: continuous alignment

When strategic changes occur, managers should analyze the current activities and work
being undertaken and identify the gap between the current and future states. After that, they
determine what components should continue, change or close and which new components
should be added (ISO, 2015; PMI, 2017).

2.3.3 Portfolio Capacity and Capability Management

The main goal of portfolio capacity and capability management is to align the capacity
and capability demand with the organization'’s available resources to ensure the most success-
ful and optimized execution of the portfolio (ISO, 2015; PMI, 2017). One of the main things that
is important to understand correctly is the distinction between capacity and capability man-

agement, as both terms are relatively connected but refer to different things.
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Capacity management is the process that identifies the types of resources needed and
how many and when they are needed (PMI, 2017).

On the other hand, capability management is mainly responsible for addressing the main
attributes, competencies, and skills of the available capacity to best support and fit with the
portfolio's demand (PMI, 2017).

Therefore, capacity and capability management aims to determine the optimal balance
between what the organization can potentially do, or its capability, and what the organization
can do now, or its capacity, always maximizing resource utilization and minimizing conflicts for
the portfolio execution (PMI, 2017).

In this context, capacity is the organization’s ability to meet resource demand in a way
that successfully executes the planned portfolio initiatives. These resource's demand can usu-
ally occur across four different manners (PMI, 2017):

e Human resources;
e Financial resources;
e Assets (physical assets such as office space, machinery, factory sites, etc.); and
e Intellectual capital (patents, copyrights, etc.)
Capacity management covers the following four elements (PMI, 2017):

e Capacity planning: consists of comprehending resource demand by analyzing
portfolio’s programs and projects and measuring them against the organization’s
available capacity of resources, guaranteeing that all portfolios can be success-
fully executed.

e Supply and demand management: this element entails two parts, the supply and
demand analysis, and the supply and demand allocations.

o The supply and demand analysis consists of comprehending the available
capacity and capability (human, financial, assets, and intellectual capital)
to best select, fund, and execute the portfolio’s programs and projects.

o The supply and demand allocations aim to balance supply against de-
mand and occur when there is a prioritized list of all the portfolios com-
ponents, the decision criteria, and the capacity and capability analysis. The
resource allocations should strive to minimize both capacity underutiliza-
tion and overutilization. Doing so is a complex and iterative process that
significantly depends on the organization's structure. For example, in pro-
jectized organizations, which usually have resources dedicated entirely to
project work, the process is much more straightforward than in functional
and matrix organizations, where the labor resources are utilized for both
project and operational work. Another factor that makes the allocation
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process more complex is the bottleneck resources, which are those re-
sources that are requested for many projects and exist in short supply.

e Supply and demand optimization: this element consists of continuously measur-
ing and monitoring the resources to take immediate course corrections and ad-
justments during the portfolio execution. It should strive for an optimal balance
between supply and demand and ensure that the expected portfolio value is
maintained and maximized.

e Reporting and analytics: consists in identifying and analyzing data to support the
portfolio decision making

To sum up, both ISO and PMI standards offer universal and valuable insights that can be
used in any organization from any sector that wants to implement a portfolio management
process. As for the insurance industry that this paper focuses on, there are plenty of successful

examples of applying these standards.

2.4 Agile Portfolio Management

Agile has become an increasingly popular methodology and philosophy in several indus-
tries in the last years, namely the insurance one. It evolved from a new methodology of project
management that was mainly popular in Information Technologies (IT) for software develop-
ment to an all-new broader organizational philosophy that can completely reshape the way
organizations structure and organize themselves.

In Annex A there is an introduction on Agile and its main characteristics. Namely, the
annex includes the Agile Manifesto and its principles, the Agile roles and main ceremonies
according to the Scrum methodology, and the most commonly used Agile methodologies.

In this section, the subject of Agile Portfolio Management is approached by briefly re-
viewing the most popular frameworks for scaling Agile, namely SAFe (Scaled Agile Framework),
LeSS (Large-Scale Scrum), and DAD (Disciplined Agile Delivery). Following that, there is a deep-
dive on Horlach et al. design goals and principles for Agile Portfolio Management (Horlach et
al., 2019).

2.4.1 Agile Scaling Frameworks

The most common Agile Scaling Frameworks are SAFe (Scaled Agile Framework), LeSS
(Large-Scale Scrum), and DA (Disciplined Agile). Hereafter, a brief explanation of all three will

be given.
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24.1.1 SAFe - Scaled Agile Framework

The Scaled Agile Framework (SAFe) was created in 2011 by Dean Leffingwell to scale agile
in large enterprises. SAFe is a knowledge base of integrated competencies, principles, and
practices for achieving business agility using Lean, Agile, and DevOps (“SAFe,” 2021).

Business agility is critical to compete and thrive in the digital age. It consists of quickly
developing innovative and digitally-enabled solutions that respond to market changes and
emerging opportunities. In addition, business agility needs to be transversal to an entire or-
ganization and involve everyone from business to technology and support (“SAFe,” 2021).

Lean is the set of fundamental conceptions and activities that can be applied to generate
“value” and reduce "waste.” Value is “something that, from the customer’s perspective, is worth
paying for” (LeMahieu et al., 2017). On the other hand, waste is conceptualized as "any activity
that absorbs resources but creates no value” (Womack and Jones, 1997), meaning that waste
and value are opposite to each other.

At its core, SAFe has four central values: alignment, built-in quality, transparency, and
program execution. In addition, SAFe describes seven core competencies that are the basis for
its implementation (“SAFe,” 2021):

e Agile Product Delivery: Build high-performance teams-of-teams that use cus-
tomer-centricity and design thinking to provide a continuous flow of valuable
products using Release on Demand and DevOps;

e Continuous Learning Culture: Become a learning organization committed to im-
provement and innovation that continually increases knowledge, competence,
and performance;

e Enterprise Solution Delivery: Build and sustain the world’s most significant soft-
ware applications, cyber-physical solutions, and networks;

¢ Lean-Agile Leadership: Advance and apply Lean-Agile leadership skills that drive
and sustain organizational change by empowering individuals and teams to reach
their highest potential;

e Lean Portfolio Management: Execute portfolio vision and strategy formulation,
chartering portfolios, creating the Vision, Lean budgets and Guardrails, as well as
portfolio prioritization and roadmapping;

e Organizational Agility: Align strategy and execution by applying Lean and sys-
tems thinking approaches to strategy and investment funding, Agile portfolio op-
erations, and governance;

e Team and Technical Agility: Drive Agile team behaviors as well as robust technical
practices such as Agile testing, Test-Driven Development (TDD), Built-in Quality,
and more.
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These seven competencies derive in three dimensions each, contributing to a total of

twenty-one dimensions that enable business agility (Figure 2.9) (“SAFe,” 2021).
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Figure 2.9 - SAFe's seven core competencies overview

As a result, SAFe has four different configurations depending on the level of implemen-
tation. They are, from the smallest to the largest: Essential SAFe, Large Solution SAFe, Portfolio
SAFe, and Full SAFe. The most relevant configuration to consider for this paper is the Portfolio
SAFe, which will be briefly analyzed.

SAFe considers that the existing traditional approaches to portfolio management do not
cope with the increasing impact of digital disruption. Today, portfolio management practices
need to deal with the higher degree of uncertainty organizations face and the need to deliver
innovative solutions faster.

Portfolio SAFe is the minor configuration that can be used to achieve Business Agility. It
is greatly dependent on the Lean Portfolio Management competency, which aims in aligning

strategy with execution through three different dimensions ("SAFe,” 2021):
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Strategy and investment funding: ensuring that all the portfolios are strategically
aligned and funded to develop and sustain the solutions identified to meet the
business targets;

Lean governance: managing expenses, compliance, and audit;

Agile portfolio operations: coordinating and supporting a decentralized program
execution, fostering operational excellence.

A SAFe portfolio identifies and manages the development value streams, ensuring that

their execution is aligned with the organization's strategy. A development value stream is an

end-to-end provider of one or more solutions that the organization needs to accomplish its

strategic mission. All value streams operate under common governance and have specific Lean
Budgets ("SAFe,” 2021).
The Portfolio SAFe configuration has five highlights ("SAFe,” 2021):

Development Value Streams: Every value stream must fund the people and re-
sources necessary to build solutions that deliver value to the internal or external
customer (Figure 2.10);

Lean Budgets: It is an alternative to traditional budgeting and project cost ac-
counting methods. Lean Budgets fund value streams instead of projects, allowing
for fast and empowered decision-making, with appropriate financial control and
accountability through guardrails (Figure 2.10);
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Figure 2.10 - Development value streams in a SAFe Portfolio
Portfolio Kanban: The portfolio Kanban system makes the work visible by visual-
izing and managing the flow of Portfolio epics from ideation until completion. It

uses Work-in-Progress (WIP) limits to guarantee that demand is matched to the
actual capacity of value streams (Figure 2.11);
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Figure 2.11 - Benefits and structure of the portfolio Kanban system

Portfolio Vision: The portfolio Vision describes the future state of a portfolio’s
Value Streams and solutions. It describes how they will cooperate to achieve the
portfolio’s objectives and the broader strategic vision of the organization;
Portfolio Canvas: It is based on the Business Model Canvas and provides essential
inputs for the Portfolio Vision, Portfolio Backlog, and Lean Budgets

A SAFe portfolio has three prominent roles in achieving significant levels of accountabil-

ity and governance (“SAFe,” 2021):

Lean Portfolio Management (LPM): The individuals with the highest level of deci-
sion-making and financial accountability for a SAFe portfolio;

Epic Owners: Responsible for coordinating the portfolio Epics through the port-
folio Kanban system;

Enterprise Architect: Individual who works across value streams to help provide
the strategic technical direction to optimize portfolio outcomes.

A SAFe portfolio has three events that support the alignment between strategy and ex-

ecution ("SAFe,” 2021):

Portfolio Sync: This event aims to provide visibility into the portfolio progression
towards its strategic objectives. It may include reviewing value streams and pro-
gram execution;

Participatory Budgeting: This event consists in dimensioning the investments in
value streams and supports the approval process of epics in the portfolio Kanban;
Strategic Portfolio Review: This event aims to enable LPM to: create alignment
and investment guidance to inform quick, high quality, and decentralized deci-
sions; adapt to respond to new and changing needs or opportunities effectively.
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The strategic intent of the portfolio solutions is best described by the following artifacts
("SAFe,” 2021):

e Strategic Themes: Provide specific, itemized business objectives that link the port-
folio to the evolving enterprise business strategy;

e Guardrails: Describe the portfolio’s practices and policies for lean budgeting,
spending, and governance;

e Business Epics: Captures and reflect the new business capabilities that the value
streams must provide;

e Enabler Epics: Reflect the operational capabilities, such as architectural, techno-
logical, or business process initiatives, that are necessary to enable new features
and capabilities;

Multiple companies have adopted SAFe in the last years, especially in the software-in-
tensive industry. In an article about the major benefits and challenges of adopting SAFe, Putta
et al. identified as benefits: the transparency, alignment, productivity, predictability, and time

to market; and as challenges: change to resistance, challenges with the first program increment

planning and moving away from agile (Putta et al., 2018)

24.1.2 Large-Scale Scrum (LeSS)

Craig Larman and Bas Vodde developed LeSS (Large-Scale Scrum) to respond to an in-
creasing need to apply Scrum to large, multi-site product development. Therefore, they created
LeSS a framework to apply the principles and elements of Scrum in a large-scale context and
in a simple way. LeSS is Scrum (Larman and Vodde, 2016a):

e ..applied to many teams: cross-functional, multidisciplinary, full-skilled feature
teams of three to nine people focused on learning and with all the capabilities
necessary for the full development;

e ...working together: the teams work together because they aspire to deliver one
common shippable product at the end of a typical Sprint;

e ..on one product: a comprehensive, complete end-to-end customer-centric so-
lution that real customers use, and not a component, platform, or layer.

Learning and applying LeSS to an organization is, as in Scrum, an imperative and iterative
process. There are not a set of "best practices" to apply LeSS, as practices are situational and
calling them "best" may turn them into fixed rituals that do not promote learning, questioning,
and continuous improvement. Therefore, instead of best practices, in LeSS, there are a set of
Experiments, Guides, Rules, and Principles that can be analyzed with an empirical and challeng-

ing mindset (Larman and Vodde, 2016a).
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In LeSS, ten principles should be the basis for understanding how to apply it in each

specific context (Larman and Vodde, 2016a) (Figure 2.12):
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Figure 2.12 - Ten principles of LeSS

Large-Scale Scrum is Scrum; LeSS is not a new or improved version of Scrum.
Instead, LeSS aspires in assessing how to apply the principles, elements, rules,
and purpose of Scrum in a large-scale-context, in the simplest way;
Transparency: based on tangible definitions of "done" items, short cycles, working
together, standard definitions, and elimination of any fear in the workplace;
More with less: LeSS wants less roles to have more responsible teams, less arti-
facts to diminish the distance between teams and customers and have more cus-
tomer-centered teams and products, less processes to have more team owner-
ship and learning. LeSS wants more with less;

Whole-product focus: LeSS only has one Product Backlog, one Product Owner,
one shippable product, and one Sprint, no matter the number of teams. This is to
guarantee the product is cohesive and functional to the client, instead of unprac-
tical and in separated parts;

Customer-centric: the focus is on the clients. Understanding and solving their real
problems, identifying where they see waste and payable value, reducing their wait
time, increasing feedback loops with them. Everyone should understand and
know how their work benefits and relates to the client;
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¢ Continuous improvement towards perfection: LeSS describes perfection as "Cre-
ating and delivering a product almost all the time, at almost no cost, with no
defects, that delights customers, improves the environment, and makes lives bet-
ter. Do endless humble and radical improvement experiments toward that goal.”;

e Lean thinking: create an organization with managers-as-teachers that apply and
teach lean thinking by managing to improve, promoting stop-and-fix, and prac-
ticing Go See. Have as pillars the respect for people and the continuous improve-
ment and challenging mindset;

e Systems thinking: focus on seeing, understanding, and optimizing the whole sys-
tem instead of parts. Avoid local sub-optimizations of individuals or individual
teams that customers do not value, as locally optimizing a part almost always
sub-optimizes the whole;

e Empirical process control: continually inspect and adapt the product and the pro-
cesses looking for appropriate improvement opportunities. Prefer the empirical
learning and improvement, rather than strictly following best practices that ig-
nore context and diminish people's sense of engagement and ownership;

¢ Queuing theory: understand how queuing systems behave in the R&D area and
enhance the management of queue sizes, WIP limits, variability, and multitasking.

There are two frameworks in LeSS: LeSS for 2-8 teams, and LeSS Huge for more than
eight teams. However, these two frameworks share some common elements such as (Larman

and Vodde, 2016a):

e one Product Owner and one Product Backlog;
e one common Sprint across all teams; and
e one shippable product increment.
As the LeSS frameworks are not entirely connected to this paper's Portfolio Management

domain, they will not be reviewed. Instead, LeSS is more connected with the product develop-
ment domain, particularly when requiring more than one team working on a single product.
LeSS gives two frameworks for these situations that help those teams do a cohesive and func-
tional product that is greatly valuable to the client.

Nevertheless, many of the principles and overall mindset that LeSS has are highly valua-

ble for designing a Portfolio Management process.

24.1.3 Disciplined Agile (DA)

Disciplined Agile (DA) has been successfully applied in several industries, including the
insurance industry. DA is not a framework. Instead, it is a "tool kit" composed of several Agile,

Lean and traditional strategies that guide organizations and teams into their best ways of
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working (WoW) (PMI Disciplined Agile, 2021a). As in LeSS, DA does not prescribe a set of "best
practices.” Instead, it teaches and trains how to choose and evolve a purpose-driven WoW that
is best suited to the organization's context (PMI Disciplined Agile, 2021b).

In this sense, DA shows how multiple business functions such as Portfolio Management,
Finance, Software Development, IT Operations, Enterprise Architecture, among others, work
together (PMI Disciplined Agile, 2021b). In this paper, a more in-depth review will be made on
how DA describes Portfolio Management and the major topics it should address.

The Disciplined Agile Portfolio Management describes how an organization can identify,
prioritize, organize and govern its various initiatives in an effective and streamlined way that
maximizes value creation.

To start, DA describes a set of philosophies that represent the core of the mindset behind
effective Portfolio Management. They are as follow (PMI Disciplined Agile, 2021c):

Value first, cost second

Minimize the cost of delay

Invest in streamlining value creation
Prefer stable teams over project teams
Align teams to value streams

Govern by risk, not by artifacts

Rolling wave over annual planning

© N o A W=

Prefer small initiatives over large initiatives
9. Invest in quality
These philosophies are critical and contribute to a more effective Portfolio Management

process. In particular, the importance of having stable teams over project teams has been
proved to be critical as having long-lived stable teams, whose team members' capabilities and
membership evolves over time, has significant advantages over short-lived project teams. Fur-
thermore, these advantages are also maximized if the teams are aligned with value streams or
lines of business (LoBs). This stable relationship between the team developers and the business
owners increases mutual trust and knowledge from both sides, enhancing effectiveness (PMI
Disciplined Agile, 2021c).

The philosophy "Rolling wave over annual planning" is also quite relevant for Portfolio
Management. This philosophy entails the importance of not having an extended plan (often
up to 18 months) that is not agile and quickly gets obsolete. Instead, DA states that only initi-
atives no longer than six months out should have a more detailed plan, while the others beyond
six months should be described at a more high level. In addition, there should be a preference

for small initiatives over large ones. Larger initiatives should be avoided as they have a higher
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risk of failure, are more challenging to plan and execute, have less frequent delivery of value,
and have more investment in work in process (WIP) (PMI Disciplined Agile, 2021c).

Portfolio Management is a critical and transversal function, and it connects with several
other parts of the organization. DA calls these other parts process blades (PMI Disciplined Ag-
ile, 2021d). Figure 2.13 illustrates the high-level workflow between Portfolio Management and
the several process blades, depicting the primary information flows - feedback loops are as-

sumed and not presented in the Figure.
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Figure 2.13 - The external workflow of portfolio management

These activities are often highly related to each other, and it is expected that some of
them might be fulfilled by a single team. For instance, portfolio management and governance
are often executed by the same group of people in some organizations (PMI Disciplined Agile,
2021d). In addition, the Figure only focuses on showing the connections between the process
blades and portfolio management, but the process blades are obviously also connected to
each other. For example, strategy is intrinsically connected with product development, enter-
prise architecture, or finance, and the teams should also have a high focus on continuous im-

provement.
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Figure 2.14 - The portfolio management process diagram

Figure 2.14 displays the several potential activities that can be associated with DA Port-
folio Management.

All of these activities are critical and can be approached in several manners. For example,
some organizations may perform these activities in a more centralized way, and others may
disperse them through different teams and units across the organization.

One characteristic of DA that is also common with the other Agile scaling frameworks is
its approach to portfolio budgeting. DA moves way from the traditional, inaccurate, and risky
annual budgeting that most companies apply and suggests a rolling wave approach to budget
planning that evolves as companies' needs and means evolve. Additionally, DA proposes a
budget that funds stable teams and value chains instead of time-bound projects (PMI Disci-
plined Agile, 2021e).
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As most companies do not have unlimited budgets, DA also highlights the importance
of prioritizing when selecting potential endeavors. However, prioritization is a complex process,
and several factors can influence it. Therefore, there is no single approach for prioritizing that

will work in all situations (PMI Disciplined Agile, 2021e).

2.4.2 Design Goals and Principles for Agile Portfolio Management

In their paper Agile Portfolio Management: Design Goals And Principles, Horlach et al.
approach the need to achieve agility with portfolio management. They derive four design goals
for an effective agile portfolio management process and six design principles on how to
achieve those goals (Horlach et al., 2019). This approach was included in this literature review
since it can be applied in several areas but is more prominent in service industries such as
insurance.

Horlach et al. state that the existing approaches to coordinate several agile teams and
projects via a portfolio (e.g., SAFe or LeSS) provide relatively rigid frameworks as one size fits
all solutions. However, not only might this not be the case for every organization but also the
authors consider that the existing frameworks disregard some critical aspects such as the agil-
ity's systemic and proactive nature or the intertwining of business and IT logic for project de-
velopment. Therefore, their paper aims to answer the question: "Which principles do apply for
an effective portfolio management system to achieve agility?"

The four design goals are requirements for having an agile portfolio management. How-
ever, they do not exclude other traditional portfolio management goals such as optimal re-
source allocation, solving resource interdependencies and conflicts, or ensuring compliance.

The first design goal (DG1) is having a portfolio management process based on customer
value. This goal is achieved through two dimensions:

1. Avalue fit between need, idea, and portfolio demand; and
2. A value fit between the portfolio decision and the required service/ product.
Achieving this design goal requires having purposeful portfolio decisions based on a

deep knowledge of the customer value and integrating that knowledge when developing ser-
vices or products. Many companies do this by, for example, integrating customer journey ex-
perts or data analysts in their project/product teams.

Since customer value is a volatile concept that can change rapidly, agility and speed in
responding to change are essential in a portfolio management process. Therefore, the second
design goal (DG2) is having a time-efficient portfolio elicitation and management process. This

goal derives into two sub-goals:
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1. Realizing portfolio items in adequate time; and
2. Refining portfolio items in adequate time.
Meeting this goal implies that the traditional annual long portfolio management pro-

cesses no longer apply, and they should be replaced by shorter cadences such as quarterly
business reviews or cycles.

In this changing and unpredictable environment, it is critical for every portfolio manage-
ment process to continuously manage and rebalance its resources and capabilities. Thus, the
third design goal (DG3) is having an efficient setup of allocation processes with a:

1. Flexible and adaptable resource allocation; and a
2. Flexible and adaptable budget allocation.
Flexibility implies the scalability of capabilities, and organizations need to ensure that

they are set up in a way that enhances resource flexibility. In addition, budget allocation also
needs to be faster and more adaptive to handle the flexibility that portfolio management pro-
cesses need.

As digitalization continues to increase and digital services continue to proliferate, there
is an increasing need to have an even deeper understanding between IT and business. There-
fore, the fourth and last design goal (DG4) of an agile portfolio management process is having
a continuous alignment between business and IT. Two fundamental practices should be in
place to achieve this goal:

1. Shared awareness of services' interdependencies; and

2. Continuous shared commitment and contribution to the capabilities of the or-
ganization.

These two practices are fundamental for establishing new mindsets, processes, and struc-
tures that enhance problem-solving and reduce the lack of collaboration and understanding
between business and IT.

After these four design goals, Horlach et al. describe six design principles (DP) as the
underlying logic of an effective agile portfolio management process. They are the following:

e DP1: Have a customer solution-driven portfolio management. This design princi-
ple is related to the first design goal (DG1) and illustrates the need for portfolio
management to continuously deliver customer value while having unpredictabil-
ity and limited information.

e DP2: Have a decentralized, multi-level and cross-functional portfolio governance
body. Agile portfolio management cannot be a traditional top-down process with
a dedicated corporate portfolio team separated for business and IT. As any deci-
sion must know the local context, recurring and time-critical decisions must be
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decentralized and managed by the teams at the operational level. Instead, the
corporate level should focus on making high-impact, long-lasting and critical de-
cisions. This high decentralization makes it essential to guarantee information
sharing and continuous alignment between all hierarchical levels.

DP3: Have an aligned autonomous portfolio decision-making. The selection and
prioritization of topics within the solutions should be made autonomously by the
teams to enable a speed reaction to customer needs. However, teams must be
aligned with the upper central enterprise vision and strategic plan. To ensure
"aligned autonomy," many organizations measure their teams via bottom-up and
self-defined objectives and key results (OKRs). With OKRs, each team establishes
quantifiable key results that are aligned and contribute to an identified objective
derived from the enterprise vision. In addition, multiple teams contributing to the
same solutions are grouped under the same Purpose to optimize the whole so-
lution instead of local enhancements and align all actions to a common direction.
Moreover, the Purpose demonstrates that each team member's work has an im-
pactful contribution to the organization, strengthening the commitment to the
team and the company as a whole.

DP4: Develop synchronized short portfolio cycles. With the decentralization of
decision-making, synchronization is helpful to minimize uncertainty and ensure a
flexible resource (re)allocation to solutions. Therefore, the organization-wide en-
terprise planning and monitoring cycles should occur in a cadenced and synchro-
nized way. In this sense, many companies opt for short quarterly synchronization
cycles that minimize decision-making waiting times and leave time for teams to
work in peace in their streams.

DP5: Align portfolio management with other strategic management processes.
Aligning portfolio management with other organizational strategic processes is
vital not to inhibit speed and flexibility. Core strategic processes such as budget,
strategic planning, and investment may slow down the organization due to their
complexity. Therefore, these processes should undergo a transformation towards
agility themselves. As mentioned already in SAFe and DA, budgeting processes
are changing their nature by having faster, simpler, and more efficient allocation
processes. For instance, budgeting teams instead of individual projects is a good
strategy that enhances teams' autonomy and flexibility in managing their own
budget.

DP6: Integrate innovation management capabilities in the portfolios. Actively en-
force all teams in being innovative and having their "ear to the customer.” Having
good customer data allows for a fact-based decision on pursuing the innovation
or not. This eventually will lead the organization to deliver more valuable and
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innovative solutions to its clients. Many companies have allowed teams to dedi-
cate a share of their work time to their own ideas and are gaining more and better
results. As these ideas may be valuable for the whole organization and business
success, it is essential to establish insights exchange between teams and portfo-

lios.

2.5 Comparative Analysis and Research Question definition

This section will conclude this literature review by delivering a short recap and compar-
ative analysis of the different theoretical topics addressed. Based on that, the main research
question for this dissertation will be drawn.

This literature review can be divided into two major parts. First, there was a review of the
existing literature on applying Agile and Portfolio Management in the insurance and banking
industry (section 2.2). Since this existing literature offered limited guidance and was majorly
focused on banking instead of the insurance industry, a second part was developed to study
Portfolio Management and Agile topics more broadly and not only focusing on the two finan-

cial industries (sections 2.3 and 2.4).

Regarding the application of Portfolio Management (PM) in the insurance and banking
industries, it was found that having a robust PM process in place is of most importance to
maximize an insurer's performance. In this sense, PM strongly supports an insurance company
in defining, selecting, and monitoring its strategic initiatives in an organized and efficient man-
ner.

Prioritization and adaptability were also described as significant attributes of PM systems.
PM frameworks can embody robust prioritization methodologies that evaluate all initiatives
qualitatively and quantitatively, ensuring that the best ones are chosen right from the begin-
ning. In addition, PM processes have cyclic revisions that enable a cadenced refocus and (re)se-
lection of the most impactful strategic initiatives. These priority reviews enable the organization
to rapidly respond to changing conditions and guarantee that everybody keeps following the

same strategic direction.

Regarding the application of Agile in the insurance and banking industries, one of the
main analyzed topics was the concept of ambidexterity. Ambidexterity is the cause of failure
for many companies transforming to Agile as they cannot manage changeability and agility

without losing stability and structure. However, embracing agility should not bring this kind of
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paradoxical tensions, as the Agile methodologies are in their essence ambidextrous. Neverthe-
less, no single solution works for every insurer or bank. Therefore, the challenge is in correctly
understanding each organization and discovering the correct way to transform to Agile without
causing this kind of paradoxical tensions.

In addition to ambidexterity, many other fundamental aspects of achieving agility in the
insurance industry were described. However, changing people's mindset and culture can prob-
ably be named as the most challenging aspect of agile transformations. It is a long and arduous
endeavor that can only be accomplished in a top-down and bottom-up effort that reaches all

levels of the organization.

After this review on the insurance and banking industries, a broader analysis was devel-

oped on the Portfolio Management standards and Agile Portfolio Management frameworks.

The standards analyzed (ISO TC/258 - ISO 21504:2015 and PMI's The Standard for Port-
folio Management — Fourth Edition (2077)) are adopted globally by many organizations from
all industries and provide a solid basis to any company wanting to establish a portfolio man-
agement process. However, they do not detail particular solutions as they aim to be applied
universally in any organization. Instead, they provide a more high-level approach to several
vital topics of Portfolio Management such as portfolio strategic planning and alignment, port-

folio optimization and prioritization, capacity and capability management, among others.

Several Agile scaling frameworks such as SAFe, LeSS, and DA were also analyzed. These
frameworks aim to provide methods and structures for organization-wide agile transfor-
mations and do not solely approach the intended topic of Agile Portfolio Management. How-
ever, all three offer interesting insights for developing a portfolio management process with
agile principles. For instance, they all describe Lean and the optimization of customer value as
one of the fundamentals for any successful company. Agile portfolio management processes
need to consider this and not suffocate the organizations with overly bureaucratic processes
that decrease teams' autonomy, slow the organization, and bring no considerable added value
for the customer. In this sense, SAFe, for instance, provides a framework where high-perfor-
mance teams-of-teams are created in a customer-centered manner that maximizes and opti-
mizes the value streams of solutions provided to the clients. In addition, these value streams
have increased autonomy as they are funded holistically and not through traditional budgeting

and project cost accounting methods.
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Finally, Horlach et al.'s paper Agile Portfolio Management: Design Goals And Principles
was also reviewed. In contrast with the previously mentioned frameworks, these design goals
and principles are specific to Agile Portfolio Management and offer some remarkable insights.
However, many of these insights are also shared by the other frameworks. For example, they
all share key concepts like customer centricity, budgeting teams instead of projects, and
strongly aligning IT and business development.

Nevertheless, Horlach et al. provide some unique insights for achieving agility in portfolio
management. For instance, they describe OKRs (Objectives and Key Results) and Purposes as
two valuable artifacts for an agile portfolio management process. OKRs help an organization
achieve the problematic "aligned autonomy" by empowering teams to set their own Key Re-
sults that will enable the organization to achieve an overarching Objective derived from its
strategy. In addition, Purposes are a helpful way of aligning different teams contributing to the
same solution. They also strengthen the commitment of each team member by demonstrating

the individual impactful contribution that each one has to the organization.

In conclusion, several insights and best practices were collected with this literature re-
view. However, there was no clear and direct answer for the main objective of this dissertation,
which is developing an agile portfolio management process suitable for an insurance company.
Therefore, the main research question that imposes is:

e What could be an agile portfolio management model aligned with the standard
practices and suitable for an insurance company?
In other words, this research question seeks to understand what would be a portfolio

management model suitable for insurance companies that follows the portfolio management
standards (ISO TC/258 - ISO 21504:2015 and PMI's The Standard for Portfolio Management —
Fourth Edition (2017)) and the agile principles.

Following this State of the Art, this dissertation will seek to answer this research question
by designing a new agile portfolio management model, the ABP - Annual Business Planning.
This model will then be implemented and evaluated in Fidelidade, a leading insurance group

operating in the Portuguese market.
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RESEARCH METHODOLOGY

In order to answer the previously mentioned research question, a case study was per-
formed in the biggest insurance group operating in Portugal, Fidelidade. This chapter will de-
scribe the research methodology chosen to answer the research question and explain why the
case study was considered the most suitable research strategy for addressing the problem.

The development of the research methodology was based on the "research onion" from
Mark Saunders, Philip Lewis, and Adrian Thornhill (Figure 3.1) (Saunders et al., 2018). This re-
search onion is commonly used in business and management research studies. It has several
layers that describe the several choices a researcher must make when choosing his or her re-
search design. There are six layers in the "research onion": philosophy, approach to theory
development, methodological choice, research strategy, time horizon, and techniques and pro-

cedures. This research methodology will follow these six layers from outside into the center.
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Figure 3.1 - Saunders's "research onion"
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3.1 Research philosophies: pragmatism

The research philosophy entails the set of beliefs and assumptions that the author has
on developing knowledge. These assumptions can be about the realities the researcher en-
counters in his or her research (ontological assumptions), about human knowledge (epistemo-
logical assumptions), and about the influence that the researcher values have on the research
process (axiological assumptions) (Saunders et al., 2018).

With that being said, the first layer of the "research onion" presents the five main philo-
sophical currents in business and management: positivism, critical realism, interpretivism, post-
modernism, and pragmatism. Each of these philosophies has a specific approach to the onto-
logical, epistemological and axiological assumptions that the researcher takes.

In order to gain more confidence in understanding which philosophy best suits the au-
thor's style, the HARP questionnaire (Heightening your Awareness of your Research Philoso-
phy) was taken. This questionnaire is a reflexive tool designed by Bristow and Saunders that
helps researchers explore their research philosophies and indicates where their views are sim-

ilar or different from the five major philosophical traditions (Saunders et al., 2018).

Chart Title
Positivism
15
10
Pragmatism 5 Critical realism
Postmodernism Interpretivism

Figure 3.2 - Radar graph on the author's HARP scores

As shown in Figure 3.2, the author is not inclined to a positivist philosophy and finds his
views more similar to the philosophies of pragmatism and critical realism. These philosophies
are suitable for a case study research strategy, particularly, critical realism usually underpins
the chosen orthodox case study methodology, which will be described after. Moreover, being

pragmatic implies valuing concepts and theories only when they support action, which is most
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important when developing a case study in a company that expects to gain some practical
added value with the research process. In other words, pragmatists seek to guarantee that the
research actually makes a difference to organizational practice and does not focus only on
constructing theories and concepts. Therefore, this research methodology is characterized by
having both a subjective and objective approach that focuses on answering the research ques-
tion and contributing practical solutions that will inform future practice.

In addition, despite having a lower score on the HARP questionnaire, the author also
believes that interpretivism is a relevant theory when developing a case study. Interpretivists
strive to gain a solid (and perhaps subjective) knowledge of the unique and complex reality in
which the research is being developed, which is very important when developing a case study
in a company. In this case, the author sought to fully understand Fidelidade and all its pro-
cesses, structure, and culture when developing his research.

To conclude, this research is predominantly influenced by the pragmatism philosophy
since there was a clear intention throughout the research process to influence organizational
practice and not focus only on constructing theories and concepts. However, the author rec-
ognizes that his views are also similar to the previously described critical realism and interpre-

tivism philosophies.

3.2 Approaches to theory development: abduction

There are three main approaches to theory development: deduction, induction, and ab-
duction (Saunders et al., 2018).

Deduction follows a theory-to-data approach that is typically very structured, quantifia-
ble (measurable), and universal (instead of context-specific). Deductive approaches derive con-
clusions from a set of theory-derived premises, being the conclusion true when all the premises
are true.

On the other hand, induction follows a data-to-theory approach that is usually more
open and less rigid, qualitative, and context-specific (small samples over large). Furthermore,
in inductive reasoning, there is a "gap" in the logical process between the conclusion and the
premises that causes the conclusion to be "judged" based on the observations made.

Finally, abduction combines deduction and abduction with an approach that moves from
data-to-theory and theory-to-data back and forth. Abduction is generally underpinned by the
previously mentioned philosophies of critical realism and pragmatism and was the chosen ap-

proach for this research methodology.
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Abduction was considered a suitable approach because it is typically used in the research
of topics where there is a wealth of information in one context but far less in another specific
one, enabling the researcher to modify an existing theory. As the literature review demon-
strates, this is the scenario of this dissertation's fields of research. The literature review found
that there is currently some knowledge and information in applying Agile Portfolio Manage-
ment broadly, but there is not much literature regarding the specific context of the insurance
sector.

Generally, in abduction approaches, data is used to create or modify an existing theory
that is then tested, typically through additional data collection. The approach taken in this
research project was relatively similar, and the abduction process was made across three main
phases. First, there was a collection of data from the literature review. Then, this data was used
in the induction of a theory, which was the design of a new agile portfolio management model.
Finally, some additional data was collected through the implementation and evaluation of the
model. The combination of the three phases of the process enabled answering the research

question (Figure 3.3).

o o) B o

Literature review Design of Agile Portfolio Model implementation and
Management model evaluation

P Mixed methods
Qualitative methods (qualitative & quantitative)
°Answer the research question

Figure 3.3 - Three phases of the research process

3.3 Methodological choice: mixed methods

Choosing the correct methodology is critical as it will influence the entire research design
and, consequently, how the research question is answered. There are three major types of
methodologies for the research design: quantitative, qualitative, or mixed (Saunders et al.,
2018). This research was done with a partially integrated mixed methods research approach
that used qualitative methods first and then applied both qualitative and quantitative methods
concurrently.

This choice is coherent with the chosen philosophies as mixed methods are often asso-

ciated with pragmatism and critical realism. However, choosing a pragmatist approach did not
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necessarily mean that this research must use mixed methods. Instead, it means that the choice
of the research design was majorly influenced by the research question nature, the research
context, and the research consequences for the literature and the company. In other words,
the methods and means used were those that best enable reliable and relevant data to be
collected to address the research problem.

As Figure 3.3 demonstrates, the first phase of this research had both an exploratory and
descriptive purpose. By performing a literature review, it was possible to explore and collect
relevant data on the main theories of this research project.

Following this initial exploratory phase, the new agile portfolio management model was
designed in the second phase.

The third phase of the research project occurred after the model's design with its imple-
mentation and evaluation. The immediate implementation of the model was highly beneficial
to test and validate the initial theory in a real business environment. The validation of the model
was made by collecting data using qualitative and quantitative methods simultaneously.

Throughout the process implementation in the insurance company, several qualitative
data was collected mainly through the company stakeholders' constant feedback. Moreover, a
questionnaire was developed to promote this feedback collection and evaluate the process.
This questionnaire used a concurrent embedded design as it included both quantitative and
qualitative (open answer) questions. In addition to this questionnaire, several quantitative and

qualitative analyses were made on the process results, as detailed later in this dissertation.

3.4 Research Strategy: Case Study

The research strategy is the link between the philosophy and the chosen methods to
collect and analyze data. It is the plan that will lead the researcher in answering the research
question. There are several research strategies to choose from, and they range from more
quantitative research designs (experiments and surveys) to quantitative and/or qualitative re-
search designs (documentary research and case study) and qualitative research designs (action
research, grounded theory, among others) (Saunders et al., 2018).

As this research project was developed in a real-life setting (the insurance group Fideli-
dade) and used both quantitative and qualitative methods, the case study was the chosen
strategy. A case study strategy is suitable to generate insights from the in-depth study of a
phenomenon in its real-life context, leading to valuable and empirical descriptions that will

enable the development of new theory (Saunders et al., 2018). That was the primary goal of
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this research project: to study agile portfolio management in the insurance sector in the real
context of an insurer, thereby contributing to developing a new theory that will support future
practice.

The approach taken in this research project was a rigorously defined and structured one
that is commonly used in orthodox case studies. Critical realism philosophical assumptions
typically underpin this type of case study as it has a rational approach where first the literature
is reviewed, then the research question is defined, after that the research project is designed

and prepared, and, finally, the data is collected and analyzed (Saunders et al., 2018).

Literature Review

Research question definition

Literature
review

Development of an Agile Portfolio
Management model

Agile Portfolio
Management
model design

Diagnosis of Fidelidade's strategic
planning

. 20 . Implementation of the model <
implementation

and evaluation

)\ 4

Evaluation of the model <

APM: Agile Portfolio Management
Figure 3.4 - Orthodox case study research design

As Figure 3.4 demonstrates, a similar approach was taken in this research project, and
there were three primary phases in the research design. In the first phase, the literature was
reviewed and the research question was defined. After that, the second phase was dedicated
to developing a new agile portfolio management model. Finally, following an initial diagnostic
of the company's current strategic planning processes, the model was implemented and eval-

uated through a survey and quantitative and qualitative analyses.
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This research design is typical in case studies as this strategy usually uses a mixed meth-
ods research design that commonly includes interviews, surveys, and other qualitative or quan-
titative methods. Moreover, using a survey in the third phase is highly appropriate as it is gen-
erally used in deductive approaches and can be included as part of a case study research de-
sign.

In his book Case Study Research and Applications: Design and Methods (Yin, 2017), Yin
distinguishes four types of case studies according to two dimensions:

e Single case vs. multiple cases;
e Holistic case vs. embedded case
In this case study, there is a single case: the insurance group Fidelidade. As the research

question is focused on the insurance industry, Fidelidade constitutes a typical and, therefore,
suitable case to answer the research question and achieve the goals of this research project.
Furthermore, as this research is concerned with Fidelidade as a whole and not with just a par-

ticular part of the group, the case is holistic.

3.5 Time horizon: cross-sectional study

This study was conducted for approximately one year, from the beginning of 2021 to
2022. Therefore, it is a cross-sectional study that aims to study agile portfolio management at
this particular time. However, the literature review analyzed several studies from the last years

and studied the development of these themes over time.

3.6 Techniques and procedures: semi-structured interviews and

questionnaires

Two main techniques were used in this research project: interviews in the diagnostic
stage and a questionnaire in the model's evaluation stage.

a) Semi-structured interviews
The interviews were conducted with several relevant stakeholders of Fidelidade and

aimed to better understand the company across several themes, particularly those related to
strategic planning and portfolio management. The type of interview selected was the semi-
structured interview. This type of interview does not have a rigid set of questions that must be

asked exhaustively and in the same way to every interviewee. Instead, semi-structured
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interviews start with a set of predetermined themes (and possibly some key questions related
to these themes) that will guide the interview more openly.

This kind of interview was chosen because there was an emergent and exploratory inten-
tion to guide the interview more according to the type of answers received from the interview-
ees. Therefore, the order by which the different themes were approached varied depending on
the conversation's flow and what each participant said. In addition, new themes might have
also emerged during the interview from the interviewees' interpretations on other topics.

In order to enhance the interviews' credibility, the list of themes and key questions was
shared with the participants before the interviews took place. This allowed the interviewees to
better prepare for the interview, thus promoting the validity and reliability of the information
collected. In addition, the list of persons selected for the interviews included people from all
backgrounds of Fidelidade, from business units to commercial and support units, to ensure the
data collected would give a transversal and reliable view of the company.

b) Questionnaire
After implementing the process, a questionnaire was sent via email to each one of Fidel-

idade's executives to ask for their feedback and measure their satisfaction with the process.
Since, in a questionnaire, each person is asked the same set of questions, it constitutes an
efficient and reliable way of collecting responses from a large group of people prior to quan-
titative analysis of the answers.

In this case, the questionnaire sent was a self-completed questionnaire (also referred to
as a survey) that was completed individually by each one of the respondents. The questionnaire
included a combination of open and closed questions.

The open questions allowed the respondents to give their own answers and enabled
richer and more interpretive responses to some critical questions.

The closed questions were a quicker and easier way of collecting answers as they required
minimal to no writing from the respondents. In addition, closed question answers are more
comparable as they have been predetermined. This questionnaire included several types of
closed questions, such as:

e Ranking questions, where the respondent is asked to place the answers in rank
order. These questions are helpful to find out the relative importance that the
respondent gives to a set of topics;

e Rating questions, where the respondent gives his or her opinion on how strongly
he or she agrees or disagrees with a particular statement. Typically, these ques-
tions used the Likert scale with five ratings (Strongly agree, Agree, Neither agree
nor disagree/not sure, Disagree, Strongly disagree).
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4

DESIGN OF AGILE PORTFOLIO MANAGEMENT
MODEL

As mentioned in the research methodology, after conducting a literature review it is now
time to proceed with the second phase of the research design - the development of a new
Agile Portfolio Management model that follows the portfolio management standards and
would be suitable for an insurance company.

Therefore, based on the previous literature review, this section will now detail the new
agile portfolio management model that was developed, the Annual Business Planning or ABP.
The design of the ABP is divided into three key blocks (Figure 4.1).

The first block provides the main goals and a major overview of the model. Then, in the
second block, there is a brief explanation regarding the organizational perimeter, namely the

created clusters. Finally, the third block details the model across its major steps and forums.

WV Annual Business Planning (ABP)

: »
i % Ambition & Overview of ABP

Organizational perimeter 6 steps of the ABP

« Planning clusters « W macro-process
« Levels of stakeholders « Processes & forums

Figure 4.1 - Three key blocks in the design of the ABP model
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4.1 Ambition & Overview of ABP

Typically, a company can divide its planning processes across a value chain with three
major phases: strategic reflection, annual business planning, and execution and monitoring. As
the name suggests, the ABP model is inserted in the middle stage and has six main goals

(Figure 4.2).

Annual Business
Planning Strategic Planning Execution &
stages Reflection Monitoring

Annual activity planning (incl. capacity
allocation) & budgeting

{%’ St_rategw Foster adherence to strategy by creating a clear alignment between units' activities and strategic priorities

= alignment

E:D fP(;L?Jr:lzatlon ‘ | Focus on what brings value by allowing units to select & prioritize activities ‘
& I{;Eﬁ\{ssa‘ ‘ ‘ Break silos by promoting cross-units discussion & aligning on holistic priorities ‘
'}"*:‘ Capac_ity . ‘ Strengthen activity planning by making decisions consistent with units’ capacity ‘
- coordination

é Budget ‘ | Boost budget robustness by ensuring a clear link with activities ‘
(’*) Metrics & Allow for course correction by continuously
IC4 Monitoring monitoring activities alignment with priorities

Figure 4.2 - Six main goals for the design of the Annual Business Planning

These six goals represent the ambition put in the development of this model and are
consistent with the best practices identified in the literature review for an agile portfolio man-
agement process, namely the ISO and PMI Portfolio Management standards.

These goals are divided across six themes and aim mainly at ensuring the activities' align-
ment and adherence to strategy, being focused when selecting activities, fostering transversal
visibility between units, strengthening the activity planning by ensuring consistent capacity
coordination, aligning the budget process with the selected initiatives, and allowing for fre-
quently re-selection/re-prioritization of initiatives by updating the plan periodically in Quar-
terly Business Reviews (QBRs, that are part of the execution and monitoring phase).

For the design of this model, the team decided to adopt the W approach for strategic

planning that was found mainly in "grey literature" (Kachaner et al., 2016) (Figure 4.3).
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Strategic Annual Business
Reflection Planning ]

Sign-off and share annual plan of
Purposes and OKRs

Present & Validate Purposes against

Communicate Sy :
strategic priorities strategic priorities and provide

strategic guidance for prioritization

i =
Input from §trateg|c A
Reflection: 11111
PLUEY
Executive Committee s
« Vision an ambition Prioritize Purposes transversely
Strategic tives & considering strategic guidance &
« Strategic Imperatives » existing capacity

Goals
« LoB Strategic Priorities

}g{‘ Define & prioritize Purposes, Refine Purposes & OKRs according
supported in well-defined OKRs to prioritization
Cluster or Unit

Figure 4.3 - Overview of the model developed with a W-shaped approach

LoB: Line of Business
OKR: Objective & Key Results

This W-shaped approach was considered suitable as it involves different levels of the
organization and allows for a top-down and bottom-up alignment between the board (Execu-
tive Committee) and the several units or clusters of units underneath.

The model has as primary input the strategy of the company. The strategic priorities
originated in the strategic reflection are the fundamental basis guiding all decisions taken
throughout the process.

The model is sequential and has six major steps, from A to F.

Step A initiates the process and communicates the output of the strategic reflection to
all the organization.

After that, in step B, each unit digests the strategic priorities and defines its Purposes and
OKRs (Objectives and Key Results) for the following year. As detailed afterward, some units are
grouped in clusters and align their Purposes and OKRs with their cluster partners.

After defining all Purposes and OKRs in step B, step C initiates. In this step, each unit
presents its Purposes and OKRs to the entire organization, promoting transversal visibility and
alignment across the company. In addition, in this step, the Executive Committee of the com-
pany (ExCo) analyzes all the Purposes that were defined and prioritizes some of them, provid-
ing strategic guidance for the demand management exercise that will occur afterward.

In step D, the ExCo and the four main support units that typically face more demand in
an insurance company - IT, Marketing, Actuary, and Analytics - prioritize the Purposes accord-

ing to their available resources' capacity.
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In step E, each unit adjusts its Purposes and OKRs according to the output from the
strategic prioritization (step C) and demand management exercise (step D).

Lastly, Step F concludes the ABP process by sharing the final annual plan of Purposes
and OKRs with the entire organization.

Finally, this annual plan originated in the ABP will then be executed and monitored

throughout the year in the third planning stage (execution and monitoring phase).

4.2 Organizational perimeter

The ABP will engage different sets of stakeholders along the process, capturing a holistic
and integrated view of the organization. As Figure 4.4 demonstrates, four levels of stakeholders
can be identified with different roles along the process. In addition, a planning team is also

responsible for orchestrating the entire process and assuring its quality.

‘sl m__m. | Executive Committee (ExCo)
» Set of ExCo Sponsors
« Provide overall alignment & final validation

______ Enablement Units .
‘oW ' « IT, Marketing, Analytics, and Actuary Units Planning Team
« Participate in the Demand Management forums

« Overall
torchestration &
T Cluster (e.g. Motor, Life, Health) !
' » Cluster ExCo Sponsor & Cluster Units’ executives

« Align on cluster's key activities & ambition

process quality
assurance

______

Unit (e.g. Human Resources)
= « Organizational area/ division, can be included in clusters !
or be standalone

« Identify/ detail units’ Purposes & OKRs

Figure 4.4 - Levels of stakeholders in the ABP

The first level belongs to the members of the Executive Committee of the insurance com-
pany. They are a critical part of the process as they provide overall alignment and validate the
decisions being made.

The four main support units - IT, Marketing, Analytics, and Actuary - are represented in

the second stakeholder level. These enablement units are the ones that typically face more
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demand in an insurance company and will allocate their resources to the selected purposes

during the demand management sessions in step D.

In order to facilitate the planning process and promote a greater alignment between

units, nine clusters were created. These clusters join sets of units that have similar goals and

share synergies (Figure 4.5).

Clusters

Units with similar
goal/ scope

Standalone

units
Transversal units

9 clusters were created for LoBs and Sales & What is the added-value of a
Servicing cluster?
f : Sales &
Lines of Business T senvicing ) @ Provides a holistic view of the proposed
™ - purposes & ambition of units that share a
o - i & i common goal
M P&C P&C pagwe |
o corporate individual L e Allows for prioritization of actions to
T achieve certain common  business
* 0 i 'fé E i Servicing i ohjectives
Bl CEEEE e New i e Facilitates ~ the  identification  of

Asse'mgmrvemms dependencies & alignment of capacity
requirements discussions for the cluster

Figure 4.5 - Clusters' structure

From the nine clusters, eight gather units sharing the same insurance line of business

(LoB), and one (Sales & Servicing) reunites the commercial and marketing units. The LoB clus-

ters are:

Motor, reuniting all units related to mobility, such as the car insurance business
unit;

P&C Corporate, reuniting all units related with the P&C (Property and Casualty)
LoB, excluding Motor, for the corporate market segment - large companies and
SMEs (Small and Medium-sized Enterprises);

P&C Individual, reuniting all units related with the P&C LoB, excluding Motor, for
the individual market segment (standard clients);

PA & WC, reuniting all units related with the PA & WC (Personal Accidents and
Workers Compensation) LoB;

Health, reuniting all units related with the Health LoB;

Life Risk, reuniting all units related with the Life Risk LoB;

Life Savings & Asset Management, reuniting all units related with the Life Savings
LoB and the units responsible for managing the investments' portfolio of the
company;

New Ventures, reuniting all units responsible for developing innovative and dis-
ruptive solutions for the company's business.
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Besides these cluster units more related to the company's business activity, a typical in-
surer also possesses several other units that do not participate directly but support that busi-
ness activity (Figure 4.5). These supporting units are transversal and were left outside the clus-
ter structure as they are not specific to any LoB. Instead, they were gathered in another group
called "Standalone units." This group contains units such as IT, actuary, accounting, human
resources, among many others.

Figure 4.6 demonstrates the type of activities expected to be performed by the LoB Clus-
ter Units, the Sales & Servicing Cluster Units, and the Standalone Units.

Clusters Standalone units ——
LoB Sales & Servicing Enablement & Support
Clusters Cluster units
(e.g., Health, Motor) (e.g., Marketing, Sales) (e.g., IT, Accounting, HR)

Activities that units in cluster Activities that units in cluster Activities that units proposes
propose to address business propose to evolve transversal to better enable & support the

line needs sales & servicing organization

(LoB specific) (non-LoB specific) (non-LoB specific)
« Optimize Auto offer for individual « Improve the company’s website « Improve fraud control processes
Examples of I .

customers nawganon experience

activities
Figure 4.6 - Cluster (LoB and Sales & Servicing) and Standalone Units activities

As it will be more detailed afterward, adopting this kind of clusters structure brings many
benefits to the ABP model. Namely, clusters enable a holistic view and joint alignment on the
main activities and objectives of each LoB, allow for the prioritization of those activities in func-
tion of the value they bring for business, and facilitate the identification of capacity require-

ments/dependencies between the cluster units.

4.3 The six steps of the ABP model

This sub-section will detail the Annual Business Planning model across its six stages. For
each step, there is an explanation of the primary goal of that stage, the key stakeholders that
attend it, the main inputs and outputs, and the duration. As explained before, the ABP has six

steps, from A to F, in a W shape.
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4.3.1 Step A - Communicate strategic priorities

Step A is intended to kick off the ABP process. This step aims to provide the major ob-
jectives and strategic guidelines that will support the identification of purposes and OKRs by
each unit (and cluster, in step B)

This step has as main stakeholders the Executive Committee (ExCo), all the Executives of
the insurance company, and the Planning Team. Its primary input is the strategic reflection
exercise. The main outputs are the ABP launch presentation, the business objectives, and the
strategic guidelines.

Finally, this step takes approximately one week to be prepared and has five sessions on

its agenda, as displayed in Figure 4.7:

Step A | Communicate
strategic priorities

Agenda Led by Description
Goal
Kick-off the ABP process, providing key . ! . . . B .
business objectives & strategic guidelines D Planning |« Review year-to-date financial performance and projections until end-of-
1o support identification of purposes and Team | year, comparing with budget

ambition by units/ clusters

|« Provide an update on strategic plan & key business objectives of current
business plan

Stakeholders
« ExCo
« All Units (Executives)
« Planning Team

Strategic plan status CEO

Local competitive Planning |« Share key highlights from local competitive landscape (incl. market shares,

Input landscape & trends Team ' competitive moves, etc.) & key trends

« Strategic reflection exercise

Output Strategic guidelines 1 L
« ABP launch presentation %lpdgate ExCo 1= Share the macro areas of focus & strategic guidelines for the year to come
« Business objectives !
« Strategic guidelines
Planning

Duration
« 1 week for preparation
+ 5 sessions (as detailed in agenda; 1
full day)

Kick off process

i« Kick-off and explain the ABP process and timeline
Team .

Figure 4.7 - Step A of the ABP process

These five sessions are attended by all company's Executives and provide a solid basis
for the start of the process. The first session is a Performance Review led by the Planning Team,
where the financial performance of the company is analyzed and compared with what was
projected in the annual budget. Then, the second session is led by the company's Chief Exec-
utive Officer (CEO) that provides an update on the group's strategic plan and the major targets
intended for the upcoming year. The output of these first two sessions is displayed on the first

bullet of Figure 4.8:
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1. Business objectives & historical info 2. Strategic guidelines provide guidance on
crucial to set the ambition for coming year areas of focus & priorities to achieve ambition

Historical information — Macro areas of focus
(per LoB) =
e.g. priorities to protect existing/ recurring business,
e.g. Loss ratio, Market share, Channel mix, new avenues of growth, efficiency priorities & goals
Macro-economic trends

)’ Business objectives N+1 LoB specific guidelines

V.
P

e.g. Premiums (life & non-life), Combined ratio, e.g. opportunities & threats, Customer segment &
Assets under management, Net Income channel prioritiesm, 5-year target metrics

Figure 4.8 - Key outputs from Step A of ABP

The third session is led by the Planning Team and aims at sharing the main highlights
and trends from the insurance market and its competition. Then, in the fourth session, the ExCo
shares the macro areas of focus and the LoB strategic guidelines for the upcoming year (second
bullet of Figure 4.8).

Finally, in the fifth session, the Planning Team explains the timeline and stages of the ABP

process.

4.3.2 Step B - Define & prioritize Purposes

Step B can be divided into two phases: step B1, where each unit individually identifies its
Purposes and OKRs, and step B2, where those Purposes and OKRs are presented and aligned

in the Clusters (for the Cluster Units) (Figure 4.9).
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Define & prioritize Purposes, supported in well-

defined OKRs

B1: OKRs' & Purposes B2: OKRs' & Purposes

definition alignment
Cluster units
Units with similar Individually Cluster
goal/ scope
Standalone units Individuall
Transversal units y

1. OKR: Objective & Key Results

Figure 4.9 - Two phases of Step B

4.32.1 Step B1 - OKRs & Purposes definition

Step B1 aims to identify and detail all units' Purposes and Objectives and Key Results
(OKRs) for the upcoming year, based on the strategic guidelines and business objectives shared
before in Step A.

This choice of including Purposes and OKRs in the process design was majorly influenced
by Horlach et al.'s Design Goals and Principles for Agile Portfolio Management (Horlach et al.,
2019). Choosing to adopt Purposes and OKRs as the central planning artifacts of this process
was considered suitable as they both contribute to the fundamental principle of "having an
aligned autonomous portfolio decision-making," which relates to this process's goals.

Often, agile processes struggle to guarantee alignment across the organization while at
the same time promoting the autonomy of each unit in its decision-making. OKRs are helpful
to achieve that "aligned autonomy" as they empower units' teams to set their own Key Results
while ensuring that they contribute to the achievement of a certain Objective derived from the
company's strategy. On the other hand, Purposes are also helpful in this matter as they align
teams from different units in contributing to the same solution. In addition, purposes demon-
strate each individual's impactful contribution in unlocking a clear outcome for the customer,

the agent, and/or the insurance company (Figure 4.10).
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Step B1 | OKRs' &
Purposes definition

Goal

Identify and detail key purposes & OKRs'
for the year to come for each unit, based
on strategic guidelines

Stakeholders

«+ Units (Executive + teams)

Input
« Business objectives & Strategic
guidelines

Output
+ 1-pager OKRs' & list of purposes
(initiatives) per unit
« 1-pager per purpose

Duration
« 3weeks

Each unit start by defining the ambition for
the unit with an OKR" ...

.. that is supported by the annual
purposes

OKR' definition | New way of setting goals, combining
strategy with day-to-day work

Strategy @ Objeclive

+ Qualitative description of goal/ ambition to be
achieved in the future
« Statements that inspire and set direction

Day to it
day |E= Key Result 1 | Key Result 2

« Measurable metric with a starting value and
target value
« Measures progress towards an objective

Purpose definition | Initiatives/work to be done to
achieve key result

Area of work with a clear & innovative (change
activities) outcome contributing to the
organization's strategic objectives

Consider E2E? impact, dependencies and capacity

requirements for full development

Standalone work that can be (de)-prioritized

Development length of 12-18 months

Based on key activities/ workstreams that may or
may not already be underway

®@®O® W

1. OKR: Objective & Key Results
2. E2E end-to-end

Figure 4.10 - Step B1 of the ABP process

The main stakeholders of Step B1 are all the units in the organization that will develop
their Purposes and OKRs. In addition, some ad-hoc sessions might be held with the Planning
Team for the quality assurance of those Purposes and OKRs. The primary inputs are the stra-
tegic guidelines and business objectives shared before in Step A. The outputs are two 1-pagers
for each unit: one with the OKR and list of Purposes, and another for each Purpose identified

(Figures 4.11 and 4.12 respectively).
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Health | Annual OKR & proposed Purposes

=, P
— %3 Annual OKR i=| Annual Purposes
@ Ohjective Strategic priority  Proposed purposes {:}ﬁiﬁ’ﬁ?ﬁrm,\‘,mmw‘.q‘_l g?sfuh‘s Units involved
L L ; —
F
Be the numbe.r 1 health insurance company Simplify & digitalize reimbursement FTEs: X KR2, KR4 Analytics, IT,
in Portugal, with the best customer service Digitalization mgmt. process 8i- 2, Compl., Marketing
and the most efficient operation & automation
of processes Foster dematerialization of paper and Banarlace dore: X& PR
IV:_} Key T document optimization aperless docs: X% KR2, KR3 IT

. i Launch new products & coverages for wn. Marketing, IT,
KR1: Achieve X M€ of GWP [T e | standard customer segment Annual GWP: +X ME KR1 Actuary
of offer
KR2: Improve combined operating ratio to Y%

KR3: Achieve Health Claims ratio of 2%

Strategic
KR4: Impraove customer satisfaction index to X priority

KRS: ...

Figure 4.11 - Template 1: Annual OKR and proposed Purposes of each unit (illustrative)

Template 1 is mainly a summary of each unit's Purposes and OKR. Figure 4.11 shows an
illustrative example made a health insurance business unit. The Annual OKR is displayed on the
left side of this template, and the list of Purposes is on the right side.

First on the OKR, there is the main objective, which is supposed to be mostly aspirational
and qualitative. Then, below that objective, there are the key results, which are the quantitative
targets that, in this case, the Health unit's teams must achieve to fulfill the desired objective.

The list of annual purposes contains all the purposes that each unit intends to develop
in the upcoming year. The purposes are displayed on each line across five columns. The first
column indicates the strategic priority (shared in Step A) that the purpose is inserted in. There
might be more than one purpose for each strategic priority. The second column indicates the
purpose's name, and the third column the KPI used to evaluate the purpose's impact.

Then, the fourth column indicates the key result from the OKR that the purpose will con-
tribute to. By aligning each purpose with a strategic priority and a key result, the process guar-
antees the strategic alignment of all proposed initiatives, which was one of the goals for this
model. For instance, in Figure 4.11 example, the "strategic cascade"” becomes clear as the first
purpose of "Simplifying and digitizing the reimbursement management process” is aligned
with the Health unit's key results 2 and 4, of the improvement of the combined ratio and cus-
tomer satisfaction, and with the company's strategic priority "Digitalization and automation of

processes."
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Finally, the fifth column indicates the units that need to be involved and participate in
the development of each purpose. For instance, in this illustrative case, the first purpose will

need the involvement of the Analytics, IT, Compliance, and Marketing units.

Health | Simplify & digitalize reimbursement management process to
improve customer satisfaction & reduce cost

o Strategic ! Dioital ; | Operations & CJs| M  Purpose ' )
ﬁ priority iD‘Elnahzatmn&aulomanoﬂofprocesses === |eader(s) : + John Smith 1

Ve + Becoming the best-in-class experience in the market
am . ;
ﬁg T '« Reducing reimbursement duration to match external benchmarks
« Reducing the costs & errors associated by eliminating manual work and automating key decision steps

Q@ , L |nite i
-5 Key Milestones = ﬁ/i KPls _555 Units involved
Target  Steady State Analytics: data znalytcs |
1 et . M « Analytics: data analyliCs 1or process
Q1: Solution described & 15! quick-wins (within 1y of impl.) Target automation ’ P
<FTEs' 4.5 ~6 )
Q2: 1% Release (MVP of improved reimbursement process) FTES' Reduction 20;& «IT: IT expertise for solution description &
wd Rel «Process Satisfaction +1.0 +2.0 implementation
03: 2% Release (2025) +Compliance: compliance oversight
Q4: Assessment of go/no go for further improvement +Marketing: client experience expertise/
guardrails
_ 4 Relevant Context & Visible incremental cost
(critical events that may impact purpose execution) (beyond company’s fixed costs)

«Simultanecus Call-Center transformation expected in Q3 « Software acquisition: 200 k€

Figure 4.12 - Template 2: Detail of each proposed Purpose (illustrative)

The second template (Figure 4.12) is a 1-pager containing all the detail that was consid-
ered relevant to describe each proposed purpose. On the top of this template, there is the
"owner unit," in this illustrative case, the Health unit, and the purpose’s title. In order to have
more homogeneous titles between the different purposes, they should all be written according
to a standard formula where first there is the action that must be developed and then the value
that action will bring. The formula is as follows:

e [What needs to be done] TO [achieve a particular value for the customer, agent,
and/or the company]
Immediately below the title, from left to right, there is the strategic priority (the same

identified in Template 1), the strategic lens, and the purpose leader(s). The Strategic Lenses are

a set of labels created to catalog each proposed purpose. The lenses created were the follow-

ing:
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™. product by o Operations & i

n Corporative
JE_N}

segment Customer Journey
Ensure that product purposes are Guarantee that channels purposes Ensure that there is an appropriate Understand effort and focus
well balanced across appropriately support the business focus and effort in terms of allocated to corporative purposes 1o
segments/LoBs & aligned w/ and are well balanced across type operations & CJs across different ensure adequate allocation of
strategic guidelines of channels areas resources

Sales & UW People & Org

Claims & Assistance Finance & Control
Corporate Policy/ Portfolio mgmt. Regulation

Cross-segment Data Building & Foundations

Strategy & Planning

IT Infrastructure Architecture

Figure 4.13 - Strategic Lenses

There are four major types of purposes. First, the purposes that focus on developing new
products or coverages for one or more types of client segments: Individual, SMEs (small and
medium-sized enterprises), and Corporate (large enterprises). Then, purposes can also focus
on improving the distribution channels, such as the Agencies or the BancAssurance channel. In
addition, some purposes have a more operational focus and aim to improve operations such
as sales and underwriting (UW), claims and assistance, or clients' portfolio management. Finally,
the fourth purpose type has a more internal and corporative intention. This final type of pur-
pose can relate to themes such as the organization's finance, regulation, strategy, among oth-
ers.

This classification is valuable for evaluating the overall picture of purposes being pro-
posed. For instance, in step C, the ExCo can use the strategic lenses to grasp if the path the
purposes are leading to is consistent with the company's strategy or not. It might be, for ex-
ample, that there are too many purposes focusing on the Brokers channel when the strategic
focus is actually on the Bancassurance channel. In this case, the ExCo will likely cut some of the
Brokers channel purposes and prioritize the Bancassurance ones.

Finally, there is the purpose leader on the right of the strategic lens. The purpose leader
is the main person(s) in charge of the purpose development. In order to guarantee the appro-
priate level of availability of every purpose leader, there is a guideline stating that he or she
must not be involved in more than two purposes simultaneously.

The "Value created" box serves to highlight the value the purpose will bring for the cus-
tomer, agent, and/or the company. Below this box, there are the "Key Milestones." In this space,

each unit identifies the main activities that must be completed in the next year and when. In
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the template's example, the milestones are organized in quarters (Q1, Q2, etc.) and provide a
better sense of what needs to be done during the year.

Having strong KPIs is fundamental as it will facilitate the purposes' selection/ prioritiza-
tion and enhance the purposes’ monitorization that will occur throughout the year in the next
planning phase. Therefore, it is critical to ensure that all purposes follow the same guidelines
on target definition and have comparable KPIs between each other. In addition, those targets
must be realistic and measurable, allowing for the correct monitoring of the purposes through-
out the year and increasing the accountability inside the company

In this sense, there is a set of standard KPIs for each one of the four types of purposes
previously described:

A]Q Product by 0 Operations & il Corporative
[ [

segment Cust. Journey

+ Sales volume (€) NPS'/ Surveys *+ NPS'/ Surveys + Employee NPS'/
« #Policies/ #Insured Sales volume (€) + Profitability Surveys
Persons/ #Units at risk #Customers covered + Costs, one of the + Costs, one of the
- #Clients/ #Services (contacted, registered, etc.) following: following:
Purposes « Churn ratio Client acquisition cost +  FTEs2 reduction/ +  FTEs2reduction/
KPls (€) reallocation reallocation
Potential savings + Potential savings
Reduction of time »  Reduction of time
spent spent

1. NPS: Net Promoter Score
2. FTE: FulHtime Equivalent

Figure 4.14 - Set of standard KPIs for each type of purpose

Depending on the purpose type (product, channels, operations and CJ, or corporative),
each purpose should be defined with at least one or more of the KPI(s) identified in Figure 4.14
In addition, as can be seen in Template 2 (Figure 4.12), every KPI should be defined within two
different time horizons: "Target" and "Steady State Target." The "Target" time horizon is a goal
that must be achieved within the first year of the purpose implementation. All purposes' KPIs
must fix this time horizon to promote greater comparability between them and avoid having
KPIs with too distinct timeframes. The second time horizon is the "Steady State Target." This
longer timeframe is included to demonstrate each purpose's full value and impact in cases
where one year after implementation is short to truly demonstrate that.

In the example of Template 2 (Figure 4.12), it can be seen that the first KPI of reducing
FTEs (full-time equivalents) is one of the KPIs prescribed in Figure 4.14 for Operations & CJs
Purposes and has the two different time horizons. Therefore, in this illustrative case, the digi-
talization of the Health unit's reimbursement management process is expected to reduce 4.5

FTEs in its first year of implementation and approximately 6 FTEs until 2025.
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The "Units involved" are on the right side of the KPIs. This information is coherent with
the fifth column of Template 1. However, in Template 2, additional detail is provided on each
unit's role in the purpose development.

Finally, the bottom of Template 2 contains the "Relevant Context" and the "Visible incre-
mental cost." The relevant context is intended as all critical events that may impact the purpose
execution or priority. For example, this box can describe potential market moves from the com-
petition or regulatory changes that increase the purpose's priority or impact its development.
The incremental cost is every cost beyond the organization's fixed costs that is necessary for
developing that specific purpose (for instance, software, outsourcing or consultancy costs). This
information is critical to bridge the purposes identified during the ABP with the budget process
and ensure that both exercises are consistent. It is also a vital piece of information for the

purposes' selection as financial resources are an extremely relevant constraint.

4322 Step B2 - OKRs & Purposes alignment

Step B2 aims mainly to align in a forum with the cluster units on each cluster's OKR and
critical purposes. The cluster OKR should be developed based on each cluster unit's individual
OKR, and it should set the core ambition for the cluster LoB (only the LoB clusters will have a
joint OKR). The critical purposes are chosen from all cluster units' lists of purposes. They are
those that will impact the cluster most and, therefore, have greater priority. In this sense, the
cluster sessions induce a "funnel" effect where each unit presents its individual OKR and list of
purposes, and one OKR and a set of critical purposes are identified for the whole cluster (Figure
4.15).
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Step B2 | OKRs' &
Purposes alignment

Goal

Align, in a joint forum with units from
cluster, on the OKRs' for the cluster
and the critical purposes

Stakeholders
« Cluster (ExCo Sponsor + Cluster units
executives)
« Enablement units (IT, Marketing,
Analytics, and Actuary)
« Planning Team

Input
« 1-pager OKRs' & list of purposes
(initiative:

Output
« 1-pager OKRs' & list of purposes
(initiatives) by cluster

Duration
« Cluster: 2 sessions (presentation
session and prioritization session)

Purposes & OKRs' definition at cluster level

Unit A2
Purposes a
Ak i Unit level

(Step B7) + Define and set purposes & supporting OKRs' (per unif)

Purpases per unit

Clusterlevel . Review purposes & OKRs' from units, ensuring adequacy/

Propesed (Step B2) alignment with strategic guidelines

purposes & OKRs'

+ Cluster OKR-ambition ,  get ambition and OKR! for the cluster (only for LoB)
« Purposes with higher

impact for the LoB
Cluster
A
Purposes
& OKRs

« Prioritize proposed purposes, setting the cluster core
purposes to have critical priority during Steps C & D

ﬁ‘ Standalone units will validate list of purposes & OKRs' directly with
respective ExCo Sponsor !

1. Objective & Key results

Figure 4.15 - Step B2 of the ABP process

The cluster alignment of Step B2 occurs in two different sessions. First, there is the

presentation session, where each cluster unit presents its annual OKR and purposes and collect

feedback from the other units. After that, the prioritization session takes place. In this second

session, the cluster units align on their cluster OKR and define the critical purposes (Figure

4.16)

©@

Goals for each

phase

ot

) Step B2 | Cluster Alignment )
® o

Presentation Prioritization
Session Session
Present annual OKRs & Align on cluster OKR (only

purposes of each unit LoBs)
Collect feedback from Define critical purposes
relevant support areas (w/ high impact)

Cluster Units + ExCo Sponsors + enablement units

Stakeholders
> ©
ABP support team Orchestration

Figure 4.16 - Step B2 cluster sessions
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The discussion of defining the set of critical purposes will consist mainly of analyzing
each cluster unit's list of purposes and deciding on whether each purpose is a priority for the
whole cluster or not. In this sense, each purpose can be defined across two levels: critical or
important. Important purposes are those that have a high impact but can be dealt with in a
more reasonable timeframe and are not so urgent for the cluster. On the other hand, critical
purposes are urgent and high-impact purposes that need to be dealt with quickly and in-depth
(Figure 4.17).

Purpose A1.1 H Purpose A2.3 Purpose A3.2
Purpose A1.2 I Purpose A2.4
Purpose A1.3 Purpose A2.7
L
.
Critical Hl Purpose A1.8 Purpose A2.8
lj Purpose A1.4 Purpose A2.2 Kl Purpose A3.1
‘ Purpose A1.5 Hl Purpose A2.1 Purpose A3.3
B Purpose A1.6 Purpose A2.5 A Purpose A3.4
Purpose A1.7 A Purpose A2.6
L )
Strategic lenses M Product channels M ops&cts ™ Corporative

Figure 4.17 - Example of a purposes' prioritization in the cluster prioritization session

As mentioned before, this alignment in a cluster with units that share synergies and com-
mon goals is very beneficial for the organization. It provides a holistic view of the proposed
purposes and ambition, allows for the prioritization of actions, increasing focus, and facilitates
the identification of dependencies and synergies between the cluster units and the enablement
units that are also attending the sessions.

This part of the ABP is one of the most critical parts of this whole portfolio management
process as it is where the actual portfolios of purposes of every cluster are created. These
portfolios are consistent with what is found in the literature as a "standard" portfolio. In this
thesis literature review, it can be read that a portfolio should be a collection of programs, pro-
jects, or operations that can be measured, ranked, and prioritized in order to achieve particular
strategic objectives (ISO, 2015; PMI, 2017). In the ABP, each cluster portfolio has a set of pur-
poses that are measured and prioritized to achieve an ambition translated in the OKR. As in a

portfolio, the clusters are also not time-bound as old, current, and planned purposes are
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included in the cluster. Finally, as demonstrated before, the cluster's OKR and purposes reflect
the organizational strategy as they are linked with the identified strategic priorities.

The Sales & Servicing cluster only identifies the set of critical purposes but does not
produce a cluster OKR. Despite sharing synergies and common goals, typically the units from
this cluster are from different natures, and, therefore, it would be challenging to identify a set
of key results suitable for everyone. As for the Standalone units that are not part of a cluster,
they should also produce an OKR and their list of purposes (Step B1) identifying the critical
ones, but they do not align and share them in a cluster (Step B2). The Standalone units should
only validate their OKR and purposes with their Sponsor from the Executive Committee before

moving to Step C.

4.3.3 Step C - Present & Validate Purposes

Step C can also be divided into two phases: step C1 and step C2. Step C1 is mainly a
forum, the ABP Alignment Forum, that aims to present and validate the Purposes and OKRs
developed during step B with all the executives and the ExCo. Step C2 is a strategic prioritiza-
tion that the ExCo executes to all purposes before moving on to the enablement units' demand

management exercise in step D.

433.1 Step C1 - ABP Alignment Forum

The ABP Alignment Forum is a forum that reunites all the company's executives and the
ExCo to promote transparency and alignment on overall OKRs and purposes that are proposed
to be developed in the upcoming year. This forum lasts for a full day and has as primary inputs
the forum's presentation and the list of all OKRs and proposed purposes developed during the
previous phase, step B. The final output is the same list but incorporating all feedback and

possible changes suggested during the forum (Figure 4.18).
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Agenda Presenter Description

Step C1 | ABP Alignment
Forum

Performance » Present key highlights/ purposes from previous
review year and impact achieved

Goal

Create transparency and alignment on

overall OKRs and proposed purposes to

be developed in coming year

OKRs' (only LoBs) & Cluster « Present cluster OKR' (only for LoBs) & proposed
proposed purposes Leaders critical purposes

Clusters

Stakeholders Feedback & « Collect feedback & answer key questions from
s e . QA ExCo and other executives
« All Units (Executives)
DREEHNEESE +$ S SN [T CTTTToTssssssssssssssscssssesasssssssssesss
Performance « Present key highlights/ purposes from previous
Input review year and impact achieved
+ Presentation for ABP Alignment [ @00 ettt
Forum . .
+ Proposed list of all OKRs' & Purposes Standalone Unit » Present proposed critical purposes per
units FRCEE LI Executives standalone unit
olnpul Sl IIIIIIIIIIIIIIIIIIIocC
» Validated list of OKRs & purposes Feedback & « Collect feedback & answer key questions from
+ Qverview of purposes distributed Q&A ExCo and other executives
acrossthe strategic lenses [ B |
. 7 — ‘ '« Provide an overview of overall purposes organized
D'."?t:flr"da Slt‘r;l:eg;c Ou"e:rks“tr';:?‘fcpllﬁ:es:s PITaen:[\];lg by strategic lenses, to better understand where
y P J ___main effortsare .~~~

1. Objective & Key results

Figure 4.18 - Step C1 of the ABP process

The forum's agenda is divided into three main parts. The first part is destined for the
clusters and starts with a brief performance review on the OKRs and purposes developed in
the previous year and the impact they achieved. This part monitors if the purposes' key mile-
stones have been completed on schedule and if the impact KPIs have been achieved or not.
Following that, each cluster leader presents its cluster OKR and critica/ purposes that are being
proposed to be developed in the coming year (the purposes categorized as important will also
be shared offline). During this presentation, the cluster leader collects feedback and answers
questions from the audience. After this cluster part, the same thing happens for the standalone
units that also have a performance review and present their purposes while collecting feedback
from the audience.

When discussing and providing feedback, the ExCo and the remaining audience should

focus on guaranteeing that the five following topics are discussed:

(D)
&

®

(o) ()
AN

Make sure units Ensure no critical ~ Validate level of Providea Reinforce direction
have internal purpose is missing priority of cross-functional & conditions
capacity to cover purposes, view for success
to deliver all key to ensure to enrich in transversal
the proposed strategic priorities  alignment across discussion and multidisciplinary
purposes units alignment topics

«——— In addition to what has been already done in cluster sessions ———

Figure 4.19 - Five key topics to be addressed during the ABP Alignment Forum
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The first three points have already been assured at a certain level during the cluster ses-
sions where the ExCo cluster sponsor was also present. However, additional confirmation might
be advisable. Therefore, the first point is to guarantee that all units have the internal capacity
to deliver their proposed purposes and that there are not too optimistic or unrealistic ambi-
tions for the coming year. Then, it is also vital to guarantee that there is no critical purpose
missing and that all strategic priorities are covered. The third point consists of validating
whether the purposes' prioritization that was made at the cluster level (or by the standalone
units) is adequate or not.

Finally, the last two points are also critical and are the main reason why the ABP Align-
ment Forum is so important for this process. First, this forum should provide a cross-functional
view of other units' activities. This will enable the breaking of silos and promote transversal
visibility, which was one of the primary goals for the ABP. Secondly, having this transversal
forum with all the organization's units represented will enable a greater alignment and con-
certation of efforts in developing the several multidisciplinary topics that the company is facing.

The last point on the forum's agenda is to provide an overview of all purposes distributed
across the strategic lenses (Figure 4.18). This overview will enable the organization to better
understand where the main efforts are being put and discuss whether they are consistent with
the company's strategy or not. In addition, the strategic lenses overview is one of the primary
inputs for the strategic guidance sessions that will occur afterward and where the purposes will

be prioritized.

4332 Step C2 - Strategic Guidance sessions

After this moment of transversal alignment on the purposes proposed to be developed
during the coming year, the ExCo will then analyze them in more detail and decide whether
they are a priority considering the company's overall strategy and the distribution of purposes
across the strategic lenses.

In this sense, during step C2, three sessions of Strategic Guidance take place. These ses-
sions aim in filtering the volume of proposed purposes before they move on to the demand
management sessions in step D. This step was considered suitable since in step D the prioriti-
zation will be mainly driven by the existing capacity of the enablement units to execute those
purposes and not the actual strategic fit of them. Therefore, taking a step back and analyzing
and prioritizing those purposes by comparing them against the company's strategic priorities
and other variables such as the market and client dynamics or the existing commercial space

was considered of most importance.
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Therefore, during step C2, purposes will be classified across three levels: Launch in N;

Prepare in N, launch N+1;and Design & Proposal (Figure 4.20).

Step C2 | Strategic
Guidance Sessions Moves forward to demand management sessions
(Step D)
Goal
Align on purposes to launch, prepare or
design in the coming year, increase units" !
focus, and provide guidance for demand 22" : _ /‘
management sessions # v -
Stakeholders
+ BxCo Launch in N Design & proposal
« Planning Team
Input
o Xg';djl‘f*d "S‘TFP”’DUS“ from the Purposes to be developed Purposes to be developed Purposes need to be further
ignment Forum . . . . .
+ Overview of purpoges distributed and launched in N in N, with launch in N+1 assessed by !he owner unit
across the strategic lenses (before decision to develop
& launch)
Output
. :_és;t?:l[;:?gu.;s:zaa:;:sted el Enablement units: High effort (if capacity allows) Enablement units: Limited effort
Owner units: Higher focus/ priority Owner units: Lower focus/ priority
Duration
+ 3sessions
1. N: planning year

Figure 4.20 - Step C2 of the ABP process

The purposes classified as Launch in N are those addressing top priorities for the com-
pany. Therefore, these purposes are those where a high effort and focus must be put in from
both the owner and all remaining units involved in the purpose development. These priority
purposes will obviously move on to the demand management sessions in step D, where they
will be prioritized based on the existing capacity of the enablement units.

The second level of priority is Prepare in N, launch N+1. The purposes classified in this
level also address essential priorities for the company. However, they are perhaps not so urgent
as the previous ones, and its launch can be delayed for year N+ 1. Nevertheless, the preparation
and development of these purposes must be initiated in the upcoming year (year N) to ensure
that they are launched in the year after that (N+1). Therefore, these purposes will also require
high effort and focus from all units involved, and they will move on to the demand manage-
ment sessions in step D as well.

Finally, the last priority level is Design & Proposal. The purposes classified in this level are
those that the ExCo does not consider to be a critical priority for the company at the time. In
addition, these purposes may still lack a certain level of maturity and need to be further as-

sessed and designed by the owner unit before a decision to develop and launch can be taken.
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Therefore, the effort and focus put on these purposes by the involved units must be reduced,

and they will not move on to the demand management sessions in step D.

4.3.4 Step D - Prioritize Purposes transversely

Step D aims at selecting purposes considering the strategic guidance provided by the
ExCo during step C2 and the existing capacity of the enablement units (IT, Marketing, Actuary,
and Analytics). This prioritization of purposes occurs in two demand management sessions.
The first session is destined for the Marketing, Actuary, and Analytics units, and the second
session is for the IT unit's demand management. The IT unit was isolated in a separate session
since, in an insurance company, it typically faces more demand than the remaining enablement

units (Figure 4.21).

Step D | Demand

A Demand management
Management Sessions forums Participants Goal Agenda Description
Goal [WEIEIRTEYEE |« Present overall view of # purposes
Select purposes, considering strategic lenses per strategic lenses
guidance and available capacity of the * E)I‘CO .

i Plannin - -
enablement units Demand ° Team 9 Selection & « Analyze capacity constrained
Stakeholders Management « Marketing prioritization areas, as raised by enablement

« ExCo Session | AETU&W &' « Ensure ( UNits (e.q, restrictions on # of new product)
« Enablement units (IT, Marketing, Analytics alignment i ‘
Actuary & Analytics) with alidation = Validate selection of purposes
« Planning Team strategic (including backups)
priorities
AL Priorit : « Present overall view of # purposes
« List of purposes adjusted according MLLUCULESI Overall view by tratedic| Q1T <t
1o strategic guidance and organized purposes lenses per strategic lenses & IT stream (as
by strategic lenses based an result of Marketing & Analytics forum)
Demand » ExCo capacity ;
Output Management + Planning S.EIE_C}'UH‘& « Analyze each IT stream (e.g,,
« List of purposes selected according to Session Il Team prioritization restrictions on # of teams for Health stream)
enablement units' capacity o T
Duration Validation + Validate selection of purposes
« 2 forums (2 hours each) (including backups)

Figure 4.21 - Step D of the ABP process

In order to better prepare these demand management sessions, each enablement unit

must follow four fundamental steps:
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Enablement units' key preparation steps

Step 1 Mature understanding of purposes with identified dependencies and
requirements (already started during the ABP Alignment Forum)

Step 2 Identify relevant unit of capacity (per function) to evaluate capacity to
deliver (e.g., # teams, match purposes from ABP clusters to IT streams)

Step 3 Identify capacity constrained areas that need to be discussed in the
demand management forums

Step 4 Prepare materials to allow for selection of purposes in the demand
management forums

Figure 4.22 - Four key steps to prepare the demand management sessions

First, it is critical to ensure that each enablement unit fully understands all the purposes
in which it is involved and that all the requirements have been identified. In particular, the
enablement units must identify which teams will need to be involved in each purpose and their
corresponding level of effort. The second step is to identify the unit of capacity needed to
develop the purpose. For instance, is there a need to involve an entire IT team, or one resource
working a few hours per week is sufficient to fully meet the purpose's requirements?

After these initial two steps, it is now essential to identify which areas/teams from the
enablement units are suffering more demand and are capacity constrained. The purposes in-
volving these areas will need to be discussed and prioritized in the demand management ses-
sions since there is not enough capacity to develop all of them. In the case of the IT unit, let's
assume that the developing teams are organized in streams that are similar to the ABP clusters.
This similar structure would facilitate the discussions as purposes would be mostly competing
with other purposes from the same cluster, and the priority levels identified during step B2
(critical or important, for each purpose) can be used in the selection.

Finally, the last step is to prepare all the materials that will allow the selection of purposes
and facilitate the decision-making process (e.g., the presentation slides that will support the
sessions).

The agenda for the two demand management sessions is relatively similar (Figure 4.21).
First, there is a presentation of the purposes involving the enablement units distributed across

the strategic lenses. Then, the ExCo analyzes all the areas from the enablement units that are
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capacity-constrained and therefore need to reduce some of the purposes involving them. Pos-
sible capacity restrictions can be, for example, the number of new products that the marketing
unit can launch in a year, or the number of IT teams in a particular stream. Finally, the purposes

are prioritized across three levels:

) Purposes selected to be implemented in N considering the

Priority existing capacity, prioritizing for largest potential impact or
strategic relevance where possible

Purposes selected beyond capacity which may be implemented
Backup as 2" priority if 1% priority Purposes are completed or suffer an
unexpected delay

Purposes deprioritized (not selected) considering capacity
constraints and the Purposes' potential impact

N: planning year

Figure 4.23 - Three levels of prioritization in the demand management sessions

The purposes included in the first level are the ones selected to be implemented in the
next planning year (year N). The purposes included in this level should have higher strategic
relevance and impact. The second level is the backup purposes, which can be considered as
seconds priorities. For these purposes, at the moment, there is not enough capacity from the
enablement units to implement them. However, if the first priority purposes are completed or
suffer a delay, the backup purposes will be the next in line to be implemented. Finally, the last
priority level belongs to the deprioritized purposes. These purposes cannot be implemented
considering the existing available capacity and are likely purposes with less strategic value for

the company.

4.3.5 Step E - Refine Purposes & OKRs according to prioritization

Step E is for each unit and cluster to refine their purposes and OKRs after the strategic
guidance and the demand management sessions. Since these sessions will deprioritize some
purposes, the units and clusters will likely need to refine their remaining purposes and OKRs
accordingly.

For example, suppose that one business unit had a purpose of launching a new product
in the upcoming year. However, during one of the demand management sessions, this purpose

was deprioritized due to lack of capacity from the marketing unit to support that product
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launch. In addition, suppose that same purpose was contributing, for example, to a GWP key
result (gross written premium, or volume of sales). In that case, that key result will likely need
to be adjusted considering the volume of premiums sales that was lost with the product not
being launched. All of these adjustments in the units and clusters' Purposes and OKRs should

be made during step E.

4.3.6 Step F - Sign-off and share annual plan of Purposes and OKRs

Step F is the closing step of the ABP. It aims mainly to present next year's plan of pur-
poses and OKRs for every cluster and standalone unit. This plan is presented in the ABP Closing

Forum, whose agenda is presented in Figure 4.24:

Step F | Sign-off and
share annual plan of
Purposes and OKRs

Agenda Presenter Description

Goal Quick recap of planning !« Present strategic imperatives, ABP iterative
Close the process and present next year's journey  process (W-approach) and next steps
plan of purposes and OKRs Share key
ExCo &
Share next year's ke ! | o——
Stakeholders messages’ y y Planning « Present growth, cost & profitability targets
E for next year's goals
« ExCo Team
« All Units (Executives) plan .
+ Planning Team Present next year's « Present purposes overview by strategic lens and
Purposes overview ' by cluster '
Input R T '
« Presentation for ABP Closing Forum HE ) o o : o
« List of OKRs and purposes adjusted Clusters highlights Cluster e Present each cluster's key targets and most
during step E and according to Present next Leaders ' relevant purposes
outputs from strategic guidance and year's plan
demand management sessions L . ) i »
highlights Stand alone units Unit « Present each standalone unit's most relevant
Output highlights Executives ' purposes
« Annual plan of purposes and OKRs
N Closing Process wrap up and final ExCo |« Provide brief evaluation of the ABP process and
Duration remarks messages for next year share key messages for next year
« 1 forum (3 hours) 1

Figure 4.24 - Step F of the ABP process

Having this forum with all executives and the ExCo is valuable for several reasons. First,
the ABP Closing Forum is a good moment to look ahead to next year's plan and ensure that
all units are aligned with it and know each other's priorities. In addition, giving the stage to
each cluster and unit will encourage their accountability to accomplish the purposes and OKRs

plan.
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MODEL IMPLEMENTATION AND EVALUATION

After designing the ABP model and detailing all its stages, it is now time to implement
and evaluate it in the real-life context of an insurance company. In this case, Fidelidade Insur-
ance Group, a leading insurance group in the Portuguese market, was chosen to implement
the ABP model.

Therefore, this chapter will start by describing the Fidelidade Insurance Group (also re-
ferred to as FIG or Fidelidade in this paper) and conducting an initial diagnostic of the group's
strategic planning.

After that, there is the implementation of the ABP in Fidelidade. Some adjustments were
made to the model's initial design to facilitate its implementation in Fidelidade. In addition, a
digital tool was also created to support the ABP's implementation in the organization.

After the implementation, the ABP model is then evaluated through a survey and quan-

titative and qualitative analyses.

5.1 Description and diagnostic of the insurance group

This section will briefly describe the insurance group studied in this case study, the Fidel-
idade Insurance Group. In addition, there is also a diagnostic that was conducted to the group's

current planning processes and forums that identified the major improvement opportunities.

5.1.1 Description of the insurance group

Fidelidade has over 200 years of history, emerging as the merger of several leading in-
surers in Portugal. Its roots date back to 1808 when Bonanga was established. In 2001, Bonanga

was merged with another leading insurer, Império, originating the market leader Império-
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Bonanca. At the same time, another two insurers were merged, Fidelidade and Mundial-Con-
fianga, establishing Fidelidade-Mundial. Finally, in 2012 Fidelidade-Mundial and Império-Bo-

nanca were merged to create the undisputed market leader, Fidelidade (Figure 5.1).

1808 2001 2012
+ One of world's oldest insurance « Consolidation period in the Portuguese « 2012: Merger of FM and IB to create a
companies, Fidelidade roots date back to insurance market unique market leader
1808, when Bonanga was established « Foundation of two market leaders: . 2013: release of the single brand
- Market was quite fragmented, with Fidelidade-Mundial (FM) and Império- Fidelidade, with 200 years of history
several leading insurers Bonanga (IB)

£ e & e FIDELIDADE

Império Bonanca
\ Fidelidade Mundial SEGUROS DESDE 1808
Seguros

S
I_M_m MUNDIAL-CONFIANCA

Figure 5.1 - Fidelidade's history

The Fidelidade Insurance Group has two reference shareholders, Fosun and Caixa Geral
de Depdsitos (CGD). Fosun owns 84,99% of FIG and is a world-class Chinese investment group
present in various industries focusing on insurance. CGD, which owns 15% of FIG, is a Portu-
guese state-owned bank and the largest financial institution in Portugal. The remaining share

of 0,01% belongs to Fidelidade's workers (Figure 5.2).

* Fosun

<'\ + World class Chinese investment group listed on the
m Hong Kong Stock Exchange and present in a wide variety
of industries with a focus on Insurance

Presence in both insurance (e.g. Ameritrust, Yong An) and

0,01% ' i
e reinsurance (e.g. Peak Re)

Fidelidade
workers

+ Caixa Geral de Depésitos
84,99% + Portuguese state-owned bank
Presence in 23 countries

— - Largest financial institution in Portugal, with 4 million
I'OSUN customers, totaling 100Bn€ in assets and ~650 branches

Figure 5.2 - Fidelidade Insurance Group Shareholder Structure

Fidelidade Insurance Group includes both insurance companies and insurance-related
service companies. The insurance companies offer health, non-life, and life insurance through
traditional channels, via Multicare and Fidelidade, and through direct/online channels, with OK!
Teleseguros. The FIG also has international insurance companies such as La Positiva and Gar-

antia (Figure 5.3).
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In addition to the insurance companies, FIG also has several companies that provide dif-
ferent services in healthcare, assistance, health and safety, asset management/ real estate, loss

adjusters, and auto repair (Figure 5.3).

Insurance Companies Service Companies
Health Non-Life Life ¥
¥ Healthcare LUZ SAUDE
@ Assistance FIDELISADE CARES
Traditional MULTICARE  FIDELIDADE
................ . -
5 Health & Safety safemode
M Asset Management F‘DEEP'E?,:‘DE o
Direct/Online @teleseguros == /Real Estate FIDELIDADE menaxcar
5 Loss Adjusters GEP
Int tional FIDELIDADE /5 Positiva :
nternationa s
r T ——
GARANTIA A\ ciic &= Auto Repair & CAR SERVICE

Figure 5.3 - Companies of Fidelidade Insurance Group

Fidelidade has a clear international growth ambition materialized by exploring four re-
gional clusters: Europe, Sub-Sahara, Latin America, and Asia (Figure 5.4). Moreover, this inter-
national growth strategy has been reinforced in the last years by acquiring new competitive
companies such as La Positiva in LatAm, SIM in Mozambique, or The Prosperity Company in

Liechtenstein.

Reinforce ‘.‘

presence in : D
Spain and France —
L= m Presence in Macao, while
L " China Rep Office enables
T "_______@ : ‘- | Fide.lidade to explo_rfelocal
Closed acquisition of La Positiva in r 1 ' - ' -2 usinessopportunities

2019, a leading Peruvian insurance 3 : | 1
player operating in Peru, Bolivia ! 1 : 1
and Paraguay. e : | ]

Launched Chilean greenfield in 2020 | i ' & f— :

ot

[ Expand Fidelidade African
I franchise based on current
! sub-Saharan presence —

""""""" ’ Angola, Mozambique and
Cape Verde e: 110115 GWP 2020 in international operations

Figure 5.4 - International expansion of Fidelidade
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Fidelidade has a full spectrum insurance offer, including all relevant Life and Non-Life

lines of business such as Motor, Home, Health, Workers' Compensation, Accidents, Travel &

Leisure, PETs, Savings, and Life Risk & Annuities (Figure 5.5).

Motor

Broad portfolio of motor insurance for corporate
and individuals (incl. Own damage or only civil
liability)

Home
Home (owners and tenants), condominimums,
indutrial and commercial, fire and other damages

Health

From basic to full protection with tailored offers for
specific segments (e.g. 60+) providing access to the
largest private medical network of PT

Workers’ Compensation
Complete offer complemented by the rehabilitation
program We Care (distinguished internationally)

Accidents, Travel & Leisure
Personal accidents, travel, bicycle and protection
for students living abroad

PETs
Broad portfolio of insurance for cats and dogs
exploring a new emerging segment

Savings

Financial life products for savings with different
maturities and objectives (e.g. PPR, capitalization
products, online savings, ...)

Life Risk & Annuities

Wide diversity of products to provide families’ full
protection (e.g. life risk; funeral ; family civil
liability,...)

Figure 5.5 - Fidelidade's full spectrum insurance offer

Fidelidade is amongst the largest Iberian insurance groups, with 3,6Bn€ in GWP (Gross

Written Premium), more than 6,8 million customers, over 7000 workers, and a net income of

222Mn€ (data as of 2020). Fidelidade is also the undisputed market leader in Portugal, with a

market share of 27% and leading both Life and Non-life insurance markets (Figures 5.6 and

5.7).

I 3,6Bn€

Premiums Written,

amongst largest
players in Iberia

Clear
leadership
\ <o
! & >7.000
- "

Workers in

Fidelidade Group
with 3.300+ in PT

1. Fidelidade Group’s insurance clients in Portugal, excluding Via Directa
2. Assets under management excluding Goodwill
Note: All data as of 2020.

X 21%

Overall market

share in Portugal

WW) 17,4Bn€

Assets under
Management?,
amongst largest
investors in PT

L8 >68Mn
Customers
globally including
2,3M in Portugal’

L

ali& 222Mn€

Net Income

Figure 5.6 - Major performance numbers of Fidelidade Insurance Group
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¢ Premiums Market Shares in Portugal 2020 -

Insurance Market Life Non-life —

P Fidelidade 27% B Fidelidade -26% P Fidelidade 28%
Ageas Ageas 18% @ Generali
St Generali E BPI -12% Ageas

@ Allianz & Santander 11% @ Allianz

& Santander

NB 6% @ Zurich

Note: Data as of December 2020
Source: Internal data; ASF

Figure 5.7 - Fidelidade's leadership position in the Portuguese insurance market

In conclusion, given Fidelidade's dimension and leading position on the insurance mar-
ket, it can be considered that Fidelidade is a representative company of the insurance industry

and, therefore, a suitable case to implement and validate the ABP model.

5.1.2 Diagnostic of the insurance group’s strategic planning

This diagnostic was conducted prior to implementing the ABP model in Fidelidade and
aimed at identifying the critical pain points and priority areas of improvement regarding Fidel-
idade's strategic planning. The goal was to assess if the designed model would enable the
company to address those pain points and implement the identified improvement opportuni-
ties.

The diagnostic had three significant sources of data: analysis of Fidelidade's strategic
planning processes, interviews with key stakeholders, and the project team's internal meetings
(Figure 5.8).
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..
_— Fidelidade's strategic —_ Interviews — Team meetings -
planning analysis with key stakeholders across to help identify key
by studying existing the organization improvement opportunities

processes & content

« Corporate calendar « More than 10 semi-structured « Identification of key pain points
« Existing forums/ committees interviews with the main executives of « Validation of improvement
« Budget process Fidelidade opportunities

« Strategic reflection process

Figure 5.8 - Three phases of the diagnostic process

The first diagnostic phase aimed to analyze Fidelidade's current processes that contribute
to the group's strategic planning. Those processes and forums can be organized across a value
chain with three phases: strategic reflection, annual corporate planning, and execution and

monitoring (Figure 5.9).

Planning . :
stages Strategic Annual Corporate Execution &

Reflection Planning Monitoring

Ambition, targets setting & Annual activity planning (incl. Activity performance &
5Y business plan capacity allocation) & budgeting capacity planning

Key  Strategic reflection IT Demand Mgmt. (annual) IT Demand Mgmt. (quarterly)
Processes/
Forums Business Plan Budget Omnichannel Committee
Strategic Initiatives Scorecards’ definition Product Committee

Innovation Committee
Scorecard Quarterly Review

Performance Review

Figure 5.9 - Fidelidade's strategic planning value chain (non-exhaustive)

At Fidelidade, the planning starts with the Strategic Reflection phase, which serves as the
primary input and basis for all the subsequent phases. The Strategic Reflection aims to set the
group's ambition and targets for the next five years and is constituted by the strategic reflec-
tion itself, the business plan, and the strategic initiatives.

Then, the Annual Corporate Planning phase should translate the Strategic Reflection into
an annual plan of initiatives along with budgeting and the definition of the scorecards of each
unit. At the time, this stage was materialized by the IT annual Demand Management, the annual

budget, and the scorecards' definition. Therefore, the existing plan of initiatives considered
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mainly only the initiatives involving the IT department, and there was not a holistic and trans-
versal plan that would define, prioritize, and select all initiatives, with or without IT, for all the
Fidelidade Group.

Finally, in the third phase, the annual plan was executed and monitored through several
processes and forums, such as marketing's Product and Omnichannel Committees, the IT De-
mand Management forums, among others.

The main conclusion drawn from this first part of the diagnostic was that Fidelidade had
many planning forums and processes and that they could be more well connected with each
other. There was some desynchronization between the different pieces, which sometimes led
to misaligned decisions between them. Moreover, it was notorious that the entire organization
spent much effort executing these forums and that the added value was not always entirely
clear.

In conclusion, there was a clear need to develop a transversal planning and monitoring
process that would link (and perhaps absorb) some of these processes to create a more aligned,
effective, and simpler planning process.

After this internal analysis from the project team, it was time to hear the organization
and listen to what the main stakeholders of Fidelidade had to say regarding these current
planning processes. In this sense, the team reached out to more than ten executives responsi-
ble for several business, commercial, and support units.

In order to enhance the credibility of the collected information and allow the interviewees
to better prepare for the sessions, the team sent a script containing the main themes and key
questions for the interview. However, since it was a semi-structured interview, the session was
guided according to the type of answers received from the interviewees and did not strictly
follow all these themes and questions. Moreover, the order by which the different themes were
approached varied and new themes might have emerged during the interviews.

The script sent to the different interviewees was the following one:
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How would you describe the annual planning process today and what are the main improvement
opportunities?

Do you consider that the current process promotes alignment with Fidelidade’s strategy and ensures
the necessary clarity about the macro-objectives/strategic guidelines & targets?

+ Do you believe that the current prioritization of initiatives in Fidelidade is sufficiently robust and

transparent, promoting the appropriate level of focus?

Do you consider that the strategic priorities of Fidelidade's different units are reflected in clear KPIs
and objectives?

Do you consider that the impact of the planned initiatives is adequately reflected in the budget?

Do you consider that there is a transversal visibility on Fidelidade's initiatives and activities?

Do you see advantages in creating a demand management process for transversal projects that
incorporates other non-IT resources? If yes, which ones?

Do you consider that there is an adequate monitoring process for initiatives and activities
throughout the year?

Figure 5.10 - Interviews' themes and key questions

The interviews aim mainly in collecting the interviewees' feedback on the current plan-

ning processes of Fidelidade and, therefore, to understand their views on key themes such as

the strategic alignment of the initiatives, transversal visibility, initiatives' prioritization, capacity

management, among others.

Throughout these two phases of the diagnosis and later, the project team reunited al-

most every day in working meetings where the interviews and analyses were digested. In ad-

dition, these sessions serve to identify Fidelidade’s main pain points and consequent improve-

ment opportunities.

In this sense, the project team decided to identify the improvement opportunities across

seven critical areas of planning at Fidelidade:

4 N N N N aYa p
o—5) 282 w A
S| | e || ®
Strategic Transversal Activities Capacity Connection with Metrics &
alignment visibility prioritization management budget Monitoring
. VAN VAN VAN VAN VAN J
f % Units' Autonomy & Process ]
. complexity )

Figure 5.11 - Seven critical areas for the improvement opportunities
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These areas were the ones with the most pain points identified during the interviews, and
the team considered them the most urgent to address and improve in Fidelidade. In this sense,

a total of ten improvement opportunities were identified across these seven areas (Figure 5.12).

Strategic 1. Create a process to promote the -:—@i Capacity 6. Expand demand mgmt. beyond IT
= alignment cascading of strategy, from the management and promote user units’ responsibility,
strategic ambition to the initiative creating accountability
S A
Transversal 2. Promote transversal cross-units % Connection 7|' Str-erllgtl':.en and ab“?" l:yt:_get with
visibility visibility on activities, moving out of a with budget c.f:.:t:?;tm?;ésxni ia:itli:tli:gs,’
silos and ensuring greater alignment guanti
y activities .
Eﬂ Activities 3. Increase focus of teams, promoting =\ Metrics & 8. Increase target definition maturity,
0—  prioritization concretization of value over dispersion Monitoring creating better alignment on
of efforts commitments
o’ o’
4. Put client at the center when 9. Improve monitoring of activities
prioritizing, focusing on holistic value and impact, promoting accountability
delivered to Fidelidade client of key stakeholders
v, -
10. Create a light process and foster
5. Improve balance between Autonomy & units' autonomy, optimizing current
Il‘Il‘I.OVé.ltIVt.E] new actwlllles and Process planning forums coexistence and
optimization of operating model complexity allowing for course correction y
L

Figure 5.12 - Ten improvement opportunities identified across the seven areas

The first improvement opportunity is to guarantee the strategic alignment of all the pro-
posed initiatives. This alignment should be achieved with a process that enables the "cascad-
ing" of the strategy from the high-level corporate vision and ambition until the low-level unit's
initiatives, that will enable the group to achieve that vision and ambition and all the levels in

between (Figure 5.13).

Vision and
ambition

Strategic
Imperatives

Corporate level

Strategic Strategic
Reflection Goals

| Strategic

LoB! level Priorities
|
Units’
| Scorecards
Annual
Corporate Unit level Units’
Initiatives

Planning ‘

‘M

Figure 5.13 - The strategic cascade

1. LoB: Line of Business
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The second improvement opportunity relates to the insufficient transversal visibility and
alignment between the organization's different areas. Fidelidade is a vast organization with
more than 40 units and ensuring that all of them are aligned and have cross-unit visibility on
other's activities can be challenging. Several interviewees mentioned the need to break these
silos and create a process that promotes a transversal alignment across the organization,
namely between the business and support units. Moreover, this need for a greater alignment
tends to increase due to the surge of more meta-products (multi-risk insurance products) that
involve several units in their development and commercialization.

The third, fourth, and fifth improvement opportunities are related to the prioritization of
activities.

The third improvement opportunity aims to increase the focus of teams and Fidelidade
as a whole. It is clear that Fidelidade is currently developing a high number of initiatives sim-
ultaneously, which might be expected from a large organization that is the leader in its market
and is multi-product, multi-customer segment, and multi-distribution channel. However, sev-
eral interviewees mentioned that this high volume of ongoing initiatives might impact the
quality of their execution and decrease the company's agility. Therefore, Fidelidade should in-
crease its focus by decreasing the volume and developing its initiatives more consistently and
effectively.

The fourth improvement opportunity is to put the client at the center of all the decision-
making processes. Some considered that Fidelidade should continue to promote an increasing
client vision over a product vision. In other words, Fidelidade must strive to align its efforts in
a way that delivers increasingly more value to its clients.

The fifth improvement opportunity addresses the balance between developing initiatives
that deliver new and innovative value and initiatives that optimize the current operating model.
This is the theme already mentioned in the literature review of the ambidexterity that many
companies struggle to achieve (Lindskog and Magnusson, 2021). In Fidelidade, there is a need
to refine prioritization not to leave behind core operational initiatives to give way only to in-
novative ones.

Currently, only the IT resources have a demand management process at Fidelidade. Not
managing the demand of other resources besides IT was considered as insufficient as it might
create a discoordination between the demand from the business units and the supply capacity
of other critical support areas such as marketing or actuary. A typical project in Fidelidade, such
as the design and launch of an insurance product, involves several units with different capacity

restrictions, and managing the demand and capacity of all involved parts is crucial to minimize
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delays and discoordination. In this sense, the sixth improvement opportunity is to expand the
demand management to other non-IT resources that also suffer a high demand, such as mar-
keting, actuary, and analytics.

The sixth improvement opportunity also aims to promote greater accountability and vis-
ibility on allocating resources from the support units to business initiatives. Promoting greater
involvement of the different areas in the decision-making process will enhance their buy-in on
the decisions taken and increase their accountability over the projects’ development.

The seventh improvement opportunity is strengthening the alignment between budget-
ing and selecting initiatives. At the time, the annual budget occurred prior to any selection of
initiatives, causing the budget process to not clearly reflect the initiatives that would be devel-
oped in the upcoming year. Moreover, this calendar misalignment also implied that the selec-
tion of initiatives was majorly dictated by the budget funds allocated previously. The fact is
that both processes should influence and support each other as part of the global annual cor-
porate planning of Fidelidade. That is, the budget should allocate funds in function of the major
initiatives that need to be developed in the next year, and, at the same time, the selection of
initiatives needs to be restricted by the available financial funds. Therefore, the seventh im-
provement opportunity is to simultaneously develop these two processes to strengthen their
alignment and synchronization.

The eighth and ninth improvement opportunities relate to metrics definition and activi-
ties' monitorization.

From analyzing the existing planning forums, it was clear that many initiatives did not
have KPIs (Key Performance Indicators) with robust metrics that clearly demonstrated their
impact. This theme was also approached during the interviews, where many executives argued
that creating robust KPIs and business cases for their initiatives can be challenging. Therefore,
the eighth improvement opportunity would be to increase the maturity of targets' definition
to promote accountability on the commitments taken.

Having created strong KPlIs, it is then crucial to establish a robust monitoring model that
tracks them. Therefore, the ninth improvement opportunity is to enhance the monitorization
of the activities not only throughout their development, ensuring that all milestones are com-
pleted on schedule, but also after those developments are finished. Monitoring the initiatives
after their launch is vital to guarantee that their initial KPIs are met and that the company
continues to grow in the correct direction.

Finally, the tenth improvement opportunity is to decrease the complexity of the planning

processes and guarantee the autonomy of Fidelidade's units. Since Fidelidade already has a
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wealth of planning forums and processes, it is crucial not to increase the existing complexity
by creating long additional planning processes that require a lot of preparation and effort from
all involved parts. In addition, when creating a transversal planning process, it is essential not
to reduce the autonomy of each unit in its decision-making.

This diagnostic identified the key pain points and improvement opportunities of Fideli-
dade’'s planning. By analyzing the ABP model that was previously described, it can be seen that
all of the ten improvement opportunities are consistent with the ABP's major goals and are
addressed in the several stages of the model. Therefore, the ABP model was considered a

highly suitable model to implement in Fidelidade and address its major needs.

5.2 Implementation of the ABP Model

This section will detail the implementation of the ABP model in Fidelidade and the major
steps that were taken to promote a more successful implementation of the model.

First, the model needed to suffer some adjustments to make it more suitable to the com-
pany's already existing planning process and forums.

Secondly, a digital tool was created to support the execution of the process and promote
greater communication between the several units involved.

Finally, the first release options of the model were analyzed, and a set of key elements

for a successful implementation were also established.

5.2.1 Model adjustments for implementation

After analyzing the ABP model and all its stages, Fidelidade decided to approve the entire
process with no significant changes, except for one regarding the OKRs.

At the time, Fidelidade already had a Scorecards process in place where each unit defined
their annual objectives that were monitored monthly throughout the year. Despite agreeing
on the benefits of the OKRs, namely their ability to promote autonomy and alignment simul-
taneously, it was considered that they would have a high degree of overlap with the Scorecards.
Therefore, the OKRs were dismissed from the ABP process. Instead, it was considered that each
unit should simply define its annual objectives during the ABP process that would then be
integrated into the Scorecards process.

Therefore, the process's steps B, E, and F were redesigned, replacing the OKRs with the

annual objectives, and Template 1 was also updated (Figure 5.14 and 5.15, respectively).
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Figure 5.14 - ABP W-shaped model after Fidelidade's adjustments
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Figure 5.15 - Template 1 after Fidelidade's adjustments (illustrative)

In addition, it was also suggested that the existing guidelines for the Scorecards' defini-
tion should be used in the unit's annual objectives definition that will occur during step B1.
These guidelines provided a set of standard objectives in function of the unit type (commercial,
business, financial/risk, support, or subsidiaries), and the objectives' nature: budget linked, op-
erational, and initiatives linked (Figure 5.16). Defining objectives shared by two units or more

was also encouraged to promote greater alignment and share of synergies.
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1. FTE: Fulltime Equivalent
2. SLA: Service-Level Agreement
3. NPS: Net Promoter Score

Figure 5.16 - Guidelines for the annual objectives’ definition

Finally, regarding step B2 and the previous cluster OKR alignment, it was decided that
each cluster should now align on its main objectives for the next year, considering each cluster

unit's individual annual objectives.

5.2.2 Development of a digital supporting tool

An online digital tool was created to support the process and facilitate its implementa-
tion. This tool was created using only Microsoft tools, such as Sharepoint lists and Power Apps.
The creation of this tool was due to two main reasons.

First, there was a need to reduce the level of bureaucracy that the ABP might imply and,
therefore, found a simpler and more agile way for each unit to develop and share their pur-
poses and annual objectives with the ABP supporting team and the rest of the organization.

Secondly, there was an intention to promote a greater alignment between all units right
from the beginning of developing their purposes and not only on the several forums and ses-
sions of the ABP. Creating an online tool where all units could observe and provide feedback
on each purpose of other units they were involved in seemed like a viable solution to achieving
this.

Thus, the ABP Tool was created to support all stages of the ABP, particularly step BT,
where all units must develop their purposes and annual objectives. This tool enables each unit
to write its purposes and annual objectives simply and intuitively, not requiring any sort of

training to be fully used. In addition, it also allows each unit to visualize every purpose from
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other units that have identified it as a unit involved in the purpose's development, promoting
alignment and transparency between all units right from the beginning.

Figure 5.17 demonstrates the tool's front page, where there is a link to a booklet that
was developed explaining every stage of the ABP process in both Portuguese and English. In
addition, there is a second link to a small video tutorial that provides simple instructions on

how to use the ABP Tool

ANNUAL BUSINESS PLANNING
2020

i
1 'g}‘,

Figure 5.17 - Front page of the ABP Tool

The tool was organized across five main pages: Overview, Annual Objectives, My Pur-
poses, Purposes I'm involved, and Purposes | Cluster.

The Overview page provides precisely that, an overview of each unit's purposes and an-
nual objectives. It is basically the tool's version to Template 1 that was presented before (Figure
5.18).
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Annual objetives Annual purposes
Objetive Description Var. 21 Purpose KPI1 KP1 2
Objective 1 title X Purpose 1 title X X
Objective 2 title X Purpose 2 title X X
Objective 3 title X Purpose 3 title X X
Obijective 4 title X Purpose 4 title X X
Objective 5 title X Purpose 5 title X X
Objective 6 title X Purpose 6 title X X

{n

Figure 5.18 - Print of the Overview page in the ABP Tool (illustrative)

In Figure 5.18, there is the Annual Objectives page. On this page, each unit can upload
its annual objectives, including the description (title) of the objective, the target for year N
(2022, in the picture), and the variation of that target considering the previous year's value
(2021, in the picture). Each unit can also edit their objectives after they have been created

(pencil icon), delete them (trash icon), or create a new one (NMew button).

Annual Objetives I

Area Unit 1

Objective 1 title
Area Unit1

Variation '21: X Description Objective 1 title

Objective 2 title
Area Unit 1
Variation ‘21: X

Target 2022 Y

Variation '21 X

Objective 3 title
Area Unit1
Variation '21: X

Objective 4 title
Area Unit 1
Variation '21: X

Objective 5 title
Area Unit1
Variation '21: X

Objective 6 title
area Unit1

H.\E}\@\E\E}\Eﬁ\

Figure 5.19 - Print of the Annual Objectives page in the ABP Tool (illustrative)

The Purpose Area is next to the Annual Objectives page containing two pages: My Pur-

poses and Purposes I'm involved.

96



In the My Purposes page, each unit can create, edit, delete or visualize all of its purposes
(Figure 5.20).

Purposes | Area

Overview Annual Ob Pui Cluster
jetim My Purposes Purposes I'm involved rposes I
~ Area Cluster m[iw
Purpose
Strategic Strategic
Purpose 2 title Ve Priority
s Unit Value
Lider m Objetive e reatnd
Leader Target Steady
Purpose 3 title 7/ (1 year) State
Area Milestones KPI #1
Lider m
KPI #2
Purpose 4 title /
Area Other main
Units
ider m invalved
Purpose 5 title /
Area
Lider m
Purpose 6 title /
+ Relevant Visible inc.
Context cost

Figure 5.20 - Print of the My Purposes page in the ABP Tool (illustrative)

In the Purposes I'm involved page, each unit can visualize all the purposes from other
units that have identified it as "Other main Units involved." In addition, it is also possible to
download the list of purposes to an Excel sheet (Export to Excel/ button) to facilitate the visual-

ization and analysis of the different purposes (Figure 5.21).

Purposes | Area

Overview Annual Objetives Purposes | Cluster
My Purposes Purposes I'm involved
Area Cluster rer::'rity
Purpose
Strategic Strategic
; | o
Purpose 2 title Goa oL
Area Unit Value
Lider Objetive Created
Leader Target Steady
Purpose 3 title k) —
Area Milestones KPI #1
Lider
KPI #2
Purpose 4 title
Area Other main
Units
e involved
Purpose 5 title
Area
Lider
Purpose 6 title
» Relevant Visible inc.
Context cost

Figure 5.21 - Print of the Purposes I'm involved page in the ABP Tool (illustrative)
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Finally, Figure 5.22 pictures the last page, the Purposes | Cluster page. On this page, the

cluster units can visualize all the purposes created by the remaining units of their cluster (even

if they were not identified as "Other main Units involved"). The sharing of the purposes be-

tween the cluster units promotes a greater alignment and visibility inside the cluster. In addi-

tion, it also facilitates the cluster sessions as the cluster units are aware of the other purposes

of the cluster prior to the meetings.
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Figure 5.22 - Print of the Purposes | Cluster page in the ABP Tool (illustrative)

5.2.3 First release options and implementation key elements

After the approval of the ABP model in June 2021, it was immediately decided to imple-

ment it in that same year, starting in July 2021. However, since it was a transversal process that

would impact all levels of the organization, several options for the ABP's first implementation

were considered (Figure 5.23).

Implementation variables

Options to be considered

Selected group of units

Define scope of units to be >

L included in 15 release All units (e.g. business units)
Define process steps to be All stens All steps, except step D
implemented in 15! release p (demand management sessions)
Define implementation ~ Jul-Oct Jul-Dec

ﬁ Timing

timings for 1! release (fully aligned with budget) (partially aligned with budget)

Figure 5.23 - First release options for the ABP
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The first release options can be divided across three main implementation variables:
scope of units to be included, process steps to be implemented, and implementation timings.

Regarding the scope of units, the decision was between including all Fidelidade Insurance
Group units and companies or, in opposition, selecting a particular group of units (e.g., only
the business units or only some of the clusters).

Then, there was also the option to not implement the process entirely but only some of
its steps. One of the options considered was not implementing step D since the IT unit already
had its internal annual demand management forums.

Finally, the implementation timings were also taken into account, namely the ABP's align-
ment with the budget process, which was one of the goals for the new model. Fidelidade's
budget process occurs annually between September and October. Therefore, the two available
options were:

e Fully implement all stages of the ABP before the ending of the budgeting process
(implement between July and October). In this case, both processes would be
fully aligned; or

e Stretch the timings in the first implementation and deploy the ABP from July until
December. In this case, only some stages of the ABP would coincide with the
budget.

After much deliberation, it was decided to include all units and companies from the

group in the ABP's first implementation (except for Luz Sadde and the international opera-
tions). This decision was mainly driven by the fact that including only a small set of Fidelidade's
units would highly affect the process's ability to promote a genuinely transversal alignment
and focus, as some units would be left out. Therefore, despite the additional high effort, it was
decided that all units should be included to allow the process to deliver its true value for the
organization.

Regarding the process steps that should be implemented, it was also decided that all
steps should be included in the first release. The only step that could be left out was step D.
However, that was not advisable as adjusting the purposes' demand according to the enable-
ment units' available capacity is one of the most critical parts of the process. Moreover, this
step is essential to promote an increasing focus on the activities that will be developed in the
coming year. In sum, step D was considered a sort of "reality check” stage of the process, and

not including it would highly affect the feasibility of the purposes' plan execution.
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Finally, regarding the ABP's alignment with the budget process, it was considered that
fully implementing the process until the end of October would be too optimistic, and it would
be advisable to stretch the timings a bit more in the first year.

In Figure 5.24, there is the calendar of the ABP's first implementation. In this calendar, it
can be seen that ABP's steps B and C are concurrent with the budgeting process, and steps D,
E, and F will occur afterward. Despite not being ideal, this is still a favorable scenario since, in
this way, the strategic guidance sessions that will occur in October can take into account the
budget constraints. Furthermore, this synchronization will boost the budget robustness as the
allocation of funds will be majorly influenced by the purposes that need to be developed in

the next year.

| Jul |Aug| Sep || Oct | Nov | Dec |
A: ABP C: Strategic F: ABP Closing
launch Guidance Forum
ABP process # D: Demand Management
B: Purposes & Objectives E: Purposes &
definition Objectives fine tuning

Budgeting process

Figure 5.24 - ABP's implementation calendar

Finally, a set of key elements were established to ensure a successful implementation of
the ABP in Fidelidade.

For instance, to ensure the buy-in of the entire organization on the ABP before its kick-
off, the process was quickly presented to all Fidelidade's executives in July. In this way, it was
guaranteed that everyone understood and agreed with the process's main goals and ambition
before its implementation.

In addition, it was also guaranteed that all units participating in the ABP fully understood
the process and were given the correct level of support throughout it, particularly when defin-
ing their objectives and purposes. In this sense, several one-on-one training sessions were
scheduled with all Fidelidade executives during August (before the start of step B in September)

and throughout the entire process.
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5.3 Evaluation of the ABP Model

After implementing the agile portfolio management in Fidelidade, it was now time to
evaluate it. In this sense, this section is divided into two parts.

The first part of this section aims to evaluate the model by providing the main results of
its implementation, both qualitative and quantitative.

The second part provides some closing remarks and a summary of the main improve-

ment opportunities identified during the implementation of the ABP model at Fidelidade.

5.3.1 Implementation results and model's evaluation

After settling the first release options, it was then time to implement the process and
assess its success, particularly whether the ABP's initial goals have been met or not.

In this sense, this section will start by presenting some of the significant quantitative
results of the model's implementation in Fidelidade. For confidentiality reasons, some of the
original data were hidden.

At the end of the process's implementation, a survey was sent to all Fidelidade's execu-
tives who participated in the ABP. This survey aimed to collect their feedback by evaluating

their satisfaction with the process and validating the major improvement opportunities.

5.3.1.1 Quantitative results of the ABP's implementation

Being the ABP a process whose primary purpose is to plan the implementation of the
company's strategy, the majority of the analyses conducted aimed at verifying whether the
proposed purposes and objectives were in line with the strategic guidelines or not. These anal-
yses were used in several parts of the process, particularly in the purposes' prioritization mo-
ments that occurred during steps C and D.

In this sense, one of the primary analyses realized was distributing the purposes across
the identified strategic lenses. This analysis was a valuable input to step C as it allowed the
organization to understand where the major investments and efforts were being put on. In
addition, with this analysis, the ExCo could discuss whether those investments were consistent
with the group's strategy or not.

For instance, in the illustrative example of Figure 5.25, in the Channels strategic lens, the
ExCo could question why there are so many purposes focusing on the Bancassurance channel

and very few on the Brokers. As a result, some questions may arise, such as:
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e Is the Brokers channel a strategic priority? If so, should the company place more
effort and prioritize the purposes focusing on this distribution channel?

e Should there be such a high level of effort dedicated to the Bancassurance chan-
nel? If not, should the ExCo deprioritize some of the purposes focusing on this

channel? Which ones?
In the ABP's first implementation, it can be confirmed that this analysis offered valuable

insights to support the purposes prioritization during steps C and D. In particular, it was helpful
to discuss whether the overall distribution of purposes across the strategic lenses was con-

sistent with the company's strategy and to take corrective actions otherwise.
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Figure 5.25 - Purposes' distribution across the strategic lenses (illustrative)

Another critical analysis was the distribution of the identified purposes across the nine
units' clusters created in the ABP (Figure 5.26). This analysis was helpful to grasp which LoBs
(lines of business) were planning to develop more initiatives during the next year and whether

that level of effort is appropriate or not.
The graph is illustrative and does not show the real data, but it can be said that analyzing

the distribution of purposes across the clusters (and LoBs) also offered valuable insights to

support the purposes prioritization.
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Figure 5.26 - Purposes' distribution across the ABP clusters (illustrative)

In addition to these broader analyses, several others were conducted with more detail.
Namely, several purposes had their implementation costs and KPIs analyzed to assess if they
should be prioritized or not. These analyses were made in synchronization with the budgeting
process and were also a significant input for the prioritization sessions.

Finally, the prioritization that occurred throughout the process's stages is displayed in
Figure 5.27. In this graph, it can be seen that the initial volume of purposes proposed after step
B was constantly reduced throughout the prioritization moments (reduction of 27%).

# Purposes ABP

PPN
\27%)

After Step B After Strategic After Demand After Demand Backup Priority
Guidance Management | Management Il
(step C) (step D) (step D)

Figure 5.27 - Purposes' prioritization throughout the ABP stages

5.3.1.2 Evaluation of the ABP model

In order to evaluate the ABP model, a survey was developed and delivered to all Fideli-
dade's executives that participated in the process. This survey had five questions and aimed to
measure the level of satisfaction with the process, assess to what extent the initial goals have

been accomplished, measure the level of preparation for a future edition, and identify the more
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significant improvement opportunities. Figure 5.28 demonstrates the survey form that was sent

to 36 executives and had a participation rate of 75% (27 answers).

ABP feedback survey form

o Overall, how satisfied are you with the ABP process that took place for the first time this year? (1 - Dissatisfied to 5 - Extremely Satisfied)

9 Do you agree with the following statements? (1 - Strongly Disagree to 5 - Strongly Agree)
The ABP allowed a greater strategic alignment of the organization's activities
The ABP has led to a greater focus of the erganization for 2022
The ABP allowed the various units to have a transversal visibility on the priorities for 2022
The ABP increased the capacity coordination between units, promoting a successful execution of the defined Purposes
o Do you consider yourself prepared for next year's edition of the ABP (e.qg., to define Purposes and establish annual objectives)? (1 - Very unprepared
to 5 - Very well prepared)

What are the main improvement opportunities that you identify for the ABP process? (put first the improvement opportunities that you consider most
relevant; it is not necessary to select all options)

Imprave the quality of the definition of Purposes (example: tangibility of ambition)

Simplify communication

Improve the support given to 6units

Promote greater quality and relevance of the discussion moments

Reduce the effort dedicated to the process (example: number of preparation meetings)

Optimize the calendar of discussion mements, minimizing overlap with other processes (example: budget)

Strengthen the validation and prioritization of Purposes taking into account the strategic priorities and available resources in the organization

Other (if yes, which one?)

o What other considerations would you like to provide as feedback to the ABP process?

Figure 5.28 - ABP feedback survey form

The results to questions 1, 2, and 3 are provided in Figure 5.29.

The first question was intended to measure the overall level of satisfaction with the ABP.
The survey found that the average satisfaction score is 3.6/5 and that 96% of the respondents
(26 out of 27) feel between satisfied and extremely satisfied with the process.

The second question aimed to assess if the process's initial goals have been met or not.
In this sense, the respondents were asked whether they agreed or not with four statements
that described the four major goals of the ABP: strategic alignment, focus, transversal visibility,
and capacity coordination. The survey found that most of the respondents agree with the state-
ments and that, therefore, the ABP goals have been successfully accomplished.

The third question wanted to assess the level of preparedness of Fidelidade's executives
for a future edition of the ABP. Since much effort was dedicated to training and supporting all
units during the process's first edition, the ABP supporting team wanted to evaluate whether
the executives feel well prepared for the next ABP, particularly in defining their units' objectives
and purposes. The survey found a preparedness score of 3.8/5, which is close to being well

prepared (4/5).
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ﬂ Overall, how satisfied are you with @ Do you agree with the following e Do you consider yourself prepared

the ABP process? statements? for the next ABP?
(# responses) (# responses) (# responses)
Strategic Alignment 42
v
3.6 — 2 3.8
v v v
Transversal visibility 4.2
v
. - 3.9
Capacity coordination
v

1- 2- 3- 4- 5- 1- 2- 3- 4- 5- 1- 2- 3- 4- 5-
Dissatisfied Somewhat  Satisfied Very Extremely Strongly Disagree Indiferent Agree Strongly Very Unprepared  Indiferent Well Very well
dissatisfied Satisfied Satisfied Disagree Agree unprepared prepared prepared

Average
classification

v

Figure 5.29 - Questions 1, 2, and 3 results

The fourth question aimed to identify the process's most significant improvement op-
portunities in the eyes of Fidelidade's executives. In this sense, a set of seven improvement
opportunities were identified across the following themes:

e Purposes definition;
¢ Communication with units;
e Level of support given to the units by the ABP support team;
e Quality of the discussion moments;
e Level of effort required by the process;
e Calendar and scheduling of the process's stages; and
e Purposes prioritization and validation.
In the survey, the respondents were asked to rank the improvement opportunities ac-

cording to their relevance. The respondents could also add another one if they intended to. In
this way, it was possible to assess the overall relative importance given to each improvement
opportunity.

In Figure 5.30, it can be seen that the improvement opportunity that was considered
more relevant was the one regarding the purposes' prioritization and validation. After that,
several respondents also attributed high relevance to improving the purposes' definition, op-
timizing the calendar and scheduling of the discussion moments, minimizing the process's re-

quired effort, and improve the quality of the discussion moments.
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° What are the main improvement opportunities that you identify?

(please rank the available options)
(responses weighted according to the stated preference’)

Purposes Communication  Support to units Quality of Required Calendar and Purposes Qther
definition with units discussion effort sheduling prioritization
& validation

Summary version of statements

1. Responses are weighted according to the stated preference order: from 8 points if ranked in the 1st place to 1 point if ranked in
the 8th place; then normalization was performed so that the least stated preference equals 1

Figure 5.30 - Question 4 results

Finally, the fifth question aimed to collect richer and more interpretive feedback by al-

lowing the respondents to give their own answers. This question was not mandatory and was

answered by 11 respondents (41%). As expected, this question provided all types of answers.

However, most respondents only expressed their satisfaction and congratulated the ABP Plan-

ning Team on their good support throughout the process (which again verifies the high satis-

faction level obtained in question one). Nevertheless, others did provide additional feedback

and gave more interpretive opinions about the ABP. Some of the topics mentioned were the

following:

Rethink the organizational perimeter of the process, namely the allocation of
units in the different clusters;

Improve the cost/benefit analysis of the different purposes, prioritizing those with
more significant impact;

Strengthen the process of building impact KPIs, namely in purposes focused on
operational improvements;

Ensure greater transversality in the purposes, since some focus on different di-
mensions of the same objective.
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5.3.2 Closing remarks and main future developments

This section is a summary of the main future developments identified during the imple-
mentation of the ABP (Annual Business Planning) model at Fidelidade. This summary also pro-
vides some practical and more specific closing remarks for Fidelidade's organization. These
final considerations will certainly be helpful for a future edition of the ABP in Fidelidade or any

other organization.

Strengthen the cascading logic from strategy to execution

One of the initial goals of this model was to foster greater adherence to strategy by
creating a clear alignment between the units' purposes and the group's strategic priorities. As
the survey confirmed (with a score of 4,2 out of 5), this first implementation of the ABP in
Fidelidade was very successful in this matter and a significant improvement over the past.

Nevertheless, the cascading logic from strategy to execution was not always clear and
could still be strengthened in some areas. In addition, the process would also benefit from
having additional mechanisms to assess and compare the strategic relevance of the proposed
purposes. In this sense, the literature described some solutions that can be considered, such
as Multiple Criteria Decision Making (MCDM) or the Analytic Hierarchy Process (AHP). These
solutions can assist in the assessment of the strategic relevance of the purposes and strengthen
their validation and prioritization, which was considered in the survey as the most relevant

improvement opportunity. (Romano, 2013; Samanlioglu and Ayag, 2020).

Strengthen link with the budgeting process

Another goal of the model was to boost the budget robustness by ensuring a coherent
link with the purposes. In this matter, there is still some room for improvement, particularly in
detailing the purposes' incremental costs.

In this first edition of the ABP, some units could not describe the expected costs of their
purposes despite acknowledging they would exist. This situation may impact the budget's ro-
bustness and makes prioritizing purposes more challenging. Therefore, all units should plan
their purposes in more detail and advance to ensure that all the needed information is gath-

ered by the time they propose them in the ABP.

Reduce the effort required by the process
The ABP can be considered a rather demanding process, as it requires several preparation

meetings and working hours before each discussion moment. Moreover, the survey confirmed
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this view with many executives considering that reducing the process's required effort was a
significant improvement opportunity.

However, it must be said that this level of effort is expected to decrease in future editions
as people become more familiar with the process. Moreover, the feedback collected through
the survey is promising, as most executives considered themselves well prepared for the next
edition of the ABP (score of 3,8 out of 5). Nevertheless, it is essential to continue empowering
and training all units to define their purposes and objectives more autonomously and easily,

which will reduce the duration and complexity of the process.

Shorten the process duration and streamline meeting sequencing

Another action that would also minimize the process's required effort is optimizing the
calendar of the discussion moments. It is clear that the sequencing of meetings could be sim-
plified and that the overlap of the ABP with other key processes could be minimized (e.g.,
budget).

Moreover, in some stages, the number of sessions could also be reduced. For instance,
in some clusters, the two sessions of step B2 are not necessary and could be merged into one,
and the ABP Alignment Forum (step C1) could be terminated since it is a long session (1 full

day) and its agenda is similar to the ABP Closing Forum (step F).

Enhance the quality and standardization of Purposes

The second most voted improvement opportunity in the survey was to improve the qual-
ity and standardization of the Purposes. Essentially, there should be a greater focus on ensuring
a higher degree of maturity when defining each purpose, particularly in articulating its ambition
and potential impact (e.g., clear KPIs). Representing the value of each purpose clearer would
trigger more impact-oriented decisions and facilitate prioritization.

However, this improvement opportunity is not new. The diagnosis carried out before the
implementation of the ABP had already identified that the definition of targets and metrics
could be improved. Now, after the ABP’s implementation, there have been clear improvements,
but there is still a long way to go. In this sense, the ABP supporting team should continue to
assist and encourage the units in defining more robust business cases and impact metrics for

their purposes.

Promote a higher level of cross-unit collaboration
The ABP depends greatly on the constant alignment and communication between the

areas. However, this alignment between units is not always easy to achieve, particularly in large
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organizations such as Fidelidade that have a multiplicity of areas. In this sense, the model is
characterized by having several alignment sessions that promote cross-unit collaboration and
communication. Nevertheless, it was clear from the beginning that these sessions would not
be sufficient and that each unit should also be proactive in reaching out to other units, partic-
ularly when they intend to involve them in their purposes.

In this matter, despite significant improvements (transversal visibility had a score of 4,2/5
in the survey), there could still be a higher level of cross-unit collaboration, ensuring alignment
and review between the units involved in the Purposes. This higher collaboration is expected
to sharpen expectations around scope and level of involvement, contributing to more success-

ful and smooth execution.

Champion accountability throughout the process

During the ABP's implementation, some units were perhaps rather ambitious in their
plans and proposed more purposes than they would have the capacity to execute. Moreover,
there was a tendency to categorize the purposes as critical (instead of just important) since
that would improve their chances of passing in the prioritization sessions.

The true test of the units' capacity to successfully deliver all of their proposed purposes
will be done after the ABP in the execution and monitoring phase. Nevertheless, early impact-
based discussions at the cluster level must be triggered to ensure a more active prioritization

in the first steps, promoting increased focus, boosting engagement, and reducing waste.

Advance maturity of strategic asset (re)allocation

The demand management sessions of step D are perhaps the stage in the ABP that could
be improved the most. The fact is that, given the low level of detail and knowledge of some
purposes, it was challenging to truly assess whether there was enough capacity from the ena-
blement units to execute them or not. This might have resulted in a general tendency to cate-
gorize those purposes as "second priorities" (backups) instead of deprioritizing them. Moreo-
ver, the backup concept does not promote a proper focus and creates uncertainty about what
will actually be developed in the coming year.

However, several solutions could be prescribed to solve this issue, being the leading one
to simply increase the level of detail of some purposes and ensure a more significant alignment
and collaboration between the units involved (as mentioned before).

Nevertheless, perhaps the better and more agile solution would be to redefine step D
and shift its focus from prioritizing purposes to allocate capacity for each cluster or unit. In this

solution, step D would allocate resources from the enablement units (teams, FTEs, etc.) to each
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cluster, instead of selecting purposes. After that, based on the allocated capacity, each cluster
would autonomously decide throughout the year on the purposes that have higher priority to
be developed. This model would promote the autonomy of each cluster in establishing its
priorities, making the decision-making process more agile and simple. In addition, the devel-

oping teams would become more stable and specialized in their lines of business.

Streamline communication with units

During steps C and D, a great deal of effort was made in communicating to the units the
several decisions that were being made on their purposes. These communications were made
mainly via email and not by using the ABP Tool, which would be a simple and more intuitive
communication vehicle.

Another aspect that made this communication more challenging were the several pur-
poses' categorization labels that were used throughout the different ABP stages. To give an
example, in step B, units should categorize their purposes into two levels - Critical or Important.
Then, in step C, the ExCo would prioritize the purposes across three additional levels - Launch
in N, Prepare in N, launch N+1, and Design & proposal. Finally, in the demand management
sessions of step D, the purposes were prioritized across three other labels: Priority, Backup; and
Deprioritized. All of these different labels were considered relevant and adequate to reflect the
different outputs from the discussions being made. However, there were so many that ensuring
simple and clear communication with the units was challenging and sometimes even confus-
ing.

Therefore, there is a need to optimize the communication with the units by leveraging

more on the ABP Tool and standardizing purposes' classifications throughout the process.

This summary of the main closing remarks concludes chapter 5 of this dissertation. Next,
chapter 6 will draw the main conclusions of this dissertation, namely by assessing if the research
question has been successfully answered and establishing this study's most critical future de-

velopments.
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STUDY CONCLUSIONS

This final chapter will conclude this case study on the design, implementation and eval-
uation of an agile portfolio management model.

First, the main research question of this dissertation will be answered. To this end, some
theoretical considerations will be drawn regarding the model's agility, the model's accordance
with the leading portfolio management standards, and its suitability for an insurance company.

Finally, the last part will briefly describe the main limitations of this study and the most

significant future developments.

6.1 Answering the research question

This section will answer this dissertation's research question - What could be an agile
portfolio management model aligned with the standard practices and suitable for an insurance
company? - by analyzing if the ABP model that was implemented in Fidelidade is, in fact, a
suitable agile portfolio management model for an insurance company. To this end, the ABP
model will be analyzed across three aspects: its agility, its accordance with the portfolio man-

agement standards, and its suitability for an insurance company.

The agility of the ABP model

The ABP model embedded several agile features in its design, such as the clusters align-
ment, the Purposes and OKRs (Objectives and Key Results), the customer centricity, or the
alignment between business and IT. Nevertheless, in some aspects, the model could still im-
prove its agility by reducing its duration and complexity. Moreover, the units could be further

involved in the several decision moments of the process.
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The previous chapter has already prescribed some solutions to decrease the process's
complexity and duration, such as reducing the number of sessions and training the units in
defining their purposes and objectives more autonomously and easily.

Having the units and clusters more involved in the decision-making is perhaps more
challenging. To become more agile, the clusters would have to be empowered and become
more autonomous in their decisions. An agile model should allow the clusters to make recur-
ring and time-critical decisions autonomously and leave the high-impact, long-lasting and crit-
ical decisions to the corporate level.

The internal structure of the company made it more challenging to ultimately achieve
this. In Fidelidade, critical business supporting resources such as IT, Marketing, or Actuary have
their own autonomous units and are not spread through the several business units. This creates
a competition between the business units, as they need those resources to develop their key
initiatives, such as launching new products or improving their operational systems. In order to
arbitrate this competition, a robust process such as the ABP was implemented to prioritize and
select all the initiatives. However, it would be more agile if units could do that exercise more
autonomously.

The execution and monitoring phase of the ABP will play a key role in minimizing this
question. As the purposes defined and selected in the ABP are periodically reviewed and gen-
erate more granular and shorter initiatives (or epics), clusters should be empowered to auton-
omously deliberate on their top priorities for the next cycle (typically three or four months).
The corporate level would monitor the decisions and intervene only on critical strategic initia-

tives or to resolve potential conflicts in resource allocation.

ABP's alignment with the current portfolio management standards

The main objective of any portfolio management model should be to enable a company
to finish more initiatives (or purposes in this case) by doing (less) right initiatives. In other
words, to make an organization more effective in the right direction.

A company is more effective by being more focused and less multitasked. In this way,
there is less waste, better resource usage, and the initiatives become more value-oriented.

A company goes in the right direction because the selected initiatives are clearly linked
with the strategic direction.

The survey confirmed that the ABP model did promote an increased focus in the organ-
ization (with a score of 4,2 out of 5). However, time will tell if this level of focus is enough to

actually become more effective and execute more successfully and consequently. As in before,
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the execution and monitoring phase of the ABP will also play a critical role in this matter, as it
will periodically review which initiatives are progressing as planned and which are behind
schedule. In addition, it will also monitor whether the purposes are delivering the value and
impact that was initially proposed or not.

The survey also verified that the ABP increased the strategic alignment of the organiza-
tion's activities (with a score of 4,2 out of 5). In this matter, the ABP proved to be highly effective
by linking each purpose with the company's strategic priorities and each unit's annual objec-
tives. As a result, in the ABP, each purpose should have a clear value and impact on the com-
pany's strategic direction, which is extremely positive.

Moreover, the ABP was very successful in aligning the entire organization on the path
moving forward, ensuring a great comprehension and engagement on the annual plan. In fact,
through its several alignment sessions, either within each cluster or with the entire organiza-
tion, the ABP allowed for a transversal visibility that will undoubtedly facilitate the execution of
the annual purposes plan (transversal visibility had a score of 4,2/5 in the survey). This align-
ment was fostered by the unique W shape of this model that enabled both a top-down (ExCo
to Units) and bottom-up (Units to ExCo) alignment. Moreover, the cluster units could also align
with each other on the main objectives and actions for their lines of business.

In conclusion, and to answer the question, it can be said that the ABP is compliant with
the main portfolio management standards but will certainly benefit from the addition of the

execution and monitoring phase.

ABP's suitability for an insurance company

It can be said that the ABP would be suitable for any large corporation in the insurance
industry or any other. The only aspect that made this model more suitable for an insurer was
its cluster structure that was made according to the insurance's lines of business. Nevertheless,
the ABP model could easily be applied in any other company, from the insurance sector or not,
with no significant changes besides this cluster structure.

However, the model is more suitable for a traditional company that has a functional
structure (instead of a projectized or matrix structure). These organizations typically separate
their departments in silos and therefore benefit from the model's several alignment and visi-
bility moments. Moreover, these organizations generally tend to have their support resources

centralized and need a model that manages the demand from the business units.
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6.2 Study limitations and future developments

This case study was executed through a single case. Since the research question was
focused on the insurance industry, Fidelidade constituted a typical and suitable case to answer
the research question and achieve the goals of this research project. Nevertheless, the fact that
the model was applied to a single company from the insurance sector limits its validity. There-
fore, the model developed in this dissertation would benefit from being applied and validated
in other companies in the insurance sector (or others).

Furthermore, it can be said that perhaps the best assessment of a planning model would
be evaluating if the plan developed through that model has a successful implementation or
not. However, at the time this dissertation is being written, it is not yet possible to assess the
success of the annual plan developed in the ABP since its implementation has just begun.
Therefore, once the plan is fully implemented, additional validation would be advisable to con-
firm the success of the ABP as a planning model.

Several future developments have already been provided in section 5.3.2. This section
summarizes the main identified improvement opportunities that are relatively simple to imple-
ment and would highly benefit the model.

However, perhaps the most significant future development would be designing and im-
plementing the execution and monitoring phase. As mentioned before, this additional phase
is highly relevant to increase the model's agility and guarantee the successful execution of the
planned initiatives. Therefore, the execution and monitoring phase should address the follow-
ing four key objectives:

e Review business performance in the past cycle (typically three or four months);

e Update Purposes' pipeline and share key achievements and next steps, consider-
ing the success metrics and the committed roadmap;

e Ensure quality in the definition of Epics and success metrics for the upcoming
cycle; and

e If needed, prioritize Epics competing for the same capacity and manage depend-
encies between Epics

114



REFERENCES

Abbas, N., Gravell, AM., Wills, G.B., 2008. Historical Roots of Agile Methods: Where Did “Agile
Thinking” Come From?, in: Abrahamsson, P., Baskerville, R, Conboy, K., Fitzgerald, B.,
Morgan, L., Wang, X. (Eds.), Agile Processes in Software Engineering and Extreme Pro-
gramming, Lecture Notes in Business Information Processing. Springer Berlin Heidel-
berg, Berlin, Heidelberg, pp. 94-103. https://doi.org/10.1007/978-3-540-68255-4_10

Abrahamsson, P., Salo, O., Ronkainen, J., Warsta, J., 2002. Agile software development methods:
Review and analysis. ArXiv Prepr. ArXiv170908439.

Ahmadzadeh, A., Sheikh Aboumasoudi, A., Shahin, A., Teimouri, H., 2020. Developing a QFD
model for prioritizing the CSFs of ERP based on the enablers of organizational agility.
Benchmarking 28, 1164-1185. https://doi.org/10.1108/BI1J-08-2020-0411

Anderson, D.J., 2010. Kanban: successful evolutionary change for your technology business.
Blue Hole Press, Sequim, Washington.

Appelbaum, S.H., Calla, R, Desautels, D., Hasan, L., 2017. The challenges of organizational agility
(part 1). Ind. Commer. Train. 49, 6-14. https://doi.org/10.1108/ICT-05-2016-0027

Appelbaum, Steven H., Calla, R, Desautels, D., Hasan, L.N., 2017. The challenges of organiza-
tional agility: part 2. Ind. Commer. Train. 49, 69-74. https://doi.org/10.1108/ICT-05-
2016-0028

Atkinson, P., Hizaji, M., Nazarian, A., Abasi, A., 2020. Attaining organisational agility through
competitive intelligence: the roles of strategic flexibility and organisational innovation.
Total Qual. Manag. Bus. Excell. https://doi.org/10.1080/14783363.2020.1842188

Ayu, I.T., Naisuty, M., Soedarno, D., Shihab, M.R., Suhanto, A., Ranti, B., 2020. Aligning PMBOK
and COBIT for Project Management in Banking Industry: Case Study of BankXYZ. Pre-
sented at the Proceedings - 2nd International Conference on Informatics, Multimedia,
Cyber, and Information System, ICIMCIS 2020, pp. 166-171.
https://doi.org/10.1109/ICIMCIS51567.2020.9354274

Beck, K., 1999. Embracing change with extreme programming. Computer 32, 70-77.
https://doi.org/10.1109/2.796139

Beck, K., Beedle, M., van Bennekum, A., Cockburn, A., Cunningham, W., Fowler, M., Grenning, J,,
Highsmith, J., Hunt, A, Jeffries, R., Kern, J., Marick, B., C. Martin, R., Mellor, S., Schwaber,
K., Sutherland, J., Thomas, D., 2001. Manifesto for Agile Software Development [WWW
Document]. URL https://agilemanifesto.org/ (accessed 8.15.21).

Binder, S., Klais, P., MuBhoff, J., 2021. Global Insurance Pools statistics and trends: An overview
of life, P&C, and health insurance | McKinsey [WWW Document]. URL

115



https://www.mckinsey.com/industries/financial-services/our-insights/global-insur-
ance-pools-statistics-and-trends-an-overview-of-life-p-and-c-and-health-insurance
(accessed 5.4.21).

Bjerke, M.B., Renger, R, 2017. Being smart about writing SMART objectives. Eval. Program
Plann. 61, 125-127. https://doi.org/10.1016/j.evalprogplan.2016.12.009

Boehm, B., Turner, R., 2005. Management Challenges to Implementing Agile Processes in Tra-
ditional Development Organizations. IEEE Softw. 22, 30-39.
https://doi.org/10.1109/MS.2005.129

Cameron, K.S., Quinn, R.E., 2011. Diagnosing and Changing Organizational Culture: Based on
the Competing Values Framework, 3rd edition. ed. Jossey-Bass, San Francisco, CA.

Carew, PJ., Glynn, D., 2017. Anti-patterns in Agile Adoption: A Grounded Theory Case Study of
One Irish IT Organisation. Glob. J. Flex. Syst. Manag. 18, 275-289.
https://doi.org/10.1007/s40171-017-0162-8

Cockburn, A., 2002. Agile Software Development.

de Waal, A., 2018. Success factors of high performance organization transformations. Meas.
Bus. Excell. 22, 375-390. https://doi.org/10.1108/MBE-08-2018-0055

Fink, L., Wyss, S., Lichtenstein, Y., 2018. Aligning flexibility with uncertainty in software devel-
opment arrangements through a contractual typology. J. Glob. Oper. Strateg. Sourc. 11,
2-26. https://doi.org/10.1108/JGOSS-11-2016-0033

Halim, W., Abbas, B.S., Kosasih, W., Alamsjah, F., Manurung, A.H., 2020. Enterprise information
technology strategic plan (EITSP) delivers Indonesian bank performance. Int. J. Adv.
Trends Comput. Sci. Eng. 9, 383-402. https://doi.org/10.30534/ijatcse/2020/56912020

Highsmith, J., Cockburn, A., 2001. Agile software development: the business of innovation.
Computer 34, 120-127. https://doi.org/10.1109/2.947100

Horlach, B., Schirmer, I., Drews, P., 2019. Agile Portfolio Management: Design Goals and Princi-
ples.

Ichsan, M., Sadeli, J., 2020. Fostering project delivery capabilities in indonesian commercial
banks. Pertanika J. Soc. Sci. Humanit. 28, 827-846.

ISO, 2015. ISO 21504:2015 - Project, programme and portfolio management — Guidance on
portfolio management.

ISO [WWW Document], 2021. . ISO. URL https://www.iso.org/home.html (accessed 10.24.21).

Kachaner, N., King, K., Stewart, S., 2016. Four Best Practices for Strategic Planning. BCG Glob.

Krebs, J., 2009. Agile Portfolio Management. Microsoft.

Larman, C, Vodde, B., 2016a. Large-Scale Scrum: More with LeSS, 1st edition. ed. Addison-
Wesley Professional, Boston.

Larman, C., Vodde, B., 2016b. Large-Scale Scrum: More with LeSS, 1st edition. ed. Addison-
Wesley Professional, Boston.

LeMahieu, P., Nordstrum, L., Greco, P., 2017. Lean for education. Qual. Assur. Educ. 25, 74-90.
https://doi.org/10.1108/QAE-12-2016-0081

Lindskog, C., Magnusson, M., 2021. Ambidexterity in Agile software development: a conceptual
paper. J. Organ. Eff. 8, 16-43. https://doi.org/10.1108/JOEPP-07-2019-0068

Lorenz, J.-T., Mahadevan, D., Oncul, B., Yenigun, M., 2020. Scaling agility: A new operating
model for insurers.

116



Miterev, M., Jerbrant, A., Feldmann, A., 2020. Exploring the alignment between organization
designs and value processes over the program lifecycle. Int. J. Proj. Manag. 38, 112-
123. https://doi.org/10.1016/j.ijproman.2019.12.003

PMI, 2017. The Standard for Portfolio Management — Fourth Edition. Project Management In-
stitute.

PMI  Disciplined Agile, 2021a. ICBC Case Study [WWW Document]. URL
https://www.pmi.org/disciplined-agile/resources/disciplined-agile-success-sto-
ries/icbc-case-study (accessed 11.3.21).

PMI Disciplined Agile, 2021b. Introduction to Disciplined Agile | Disciplined Agile [WWW Doc-
ument]. URL https://www.pmi.org/disciplined-agile/introduction-to-disciplined-agile
(accessed 11.3.21).

PMI Disciplined Agile, 2021c. Portfolio Management Mindset [WWW Document]. URL
https://www.pmi.org/disciplined-agile/process/portfolio-management/portfolio-man-
agement-mindset (accessed 11.3.21).

PMI Disciplined Agile, 2021d. Portfolio Management Workflow — External [WWW Document].
URL https://www.pmi.org/disciplined-agile/process/portfolio-management/portfolio-
management-workflow-external (accessed 11.4.21).

PMI Disciplined Agile, 2021e. Portfolio Management Practices [WWW Document]. URL
https://www.pmi.org/disciplined-agile/process/portfolio-management/portfolio-man-
agement-practices (accessed 11.7.21).

PMI [WWW Document], 2021. URL https://www.pmi.org/ (accessed 10.24.21).

Putta, A, Paasivaara, M., Lassenius, C., 2018. Benefits and Challenges of Adopting the Scaled
Agile Framework (SAFe): Preliminary Results from a Multivocal Literature Review: 19th
International Conference, PROFES 2018, Wolfsburg, Germany, November 28-30, 2018,
Proceedings. pp. 334-351. https://doi.org/10.1007/978-3-030-03673-7_24

Romano, L., 2013. Rise and fall of project portfolio management: triumph and collapse: a case
study. Presented at the PMI Global Congress—EMEA.

Rubin, K.S., 2012. Essential Scrum: A practical guide to the most popular Agile process. Addi-
son-Wesley.

SAFe, 2021. . Scaled Agile Framew. URL https://www.scaledagileframework.com/about/ (ac-
cessed 8.29.21).

Salih, A., Alnaji, L., 2014. Impact of Strategic Thinking and Strategic Agility on Strategic Perfor-
mance: A Case Study of Jordanian Insurance Industry Companies LOAY ALNAJI 34,
2306-9007.

Samanlioglu, F., Ayag, Z., 2020. An intelligent approach for the evaluation of innovation pro-
jects. J. Intell. Fuzzy Syst. 38, 905-915. https://doi.org/10.3233/JIFS-179458

Sampath, G., Krishnamoorthy, B., 2017. Is strategic agility the new holy grail? Exploring the
strategic agility construct. Int. J. Bus. Excell. 13, 160-180.
https://doi.org/10.1504/1JBEX.2017.086323

Saunders, M., Lewis, P, Thornhill, A., 2018. Research Methods for Business Students, 8th edition.
ed. Pearson, New York.

Schwaber, K., 2004. Agile project management with Scrum. Microsoft press.

Schwaber, K., 1997. Scrum development process, in: Business Object Design and Implementa-
tion. Springer, pp. 117-134.

Schwaber, K., Sutherland, J., 2017. The Scrum Guide™.

117



Sundaram, R., Ziade, J., Quinn, E., 2020. Drivers of change: An examination of factors that
prompt managers to enforce changes in business. Int. J. Manag. 11, 22-30.
https://doi.org/10.34218/1JM.11.5.2020.003

Tornjanski, V., Marinkovi¢, S., Janci¢, Z., 2017. Towards sustainability: Effective operations strat-
egies, quality management and operational excellence in banking. Amfiteatru Econ. 19,
79-94.

Yang, Q. Bi, Y., Wang, Q,, Yao, T., 2021. Batch-based agile program management approach for
coordinating IT multi-project concurrent development. Concurr. Eng. Res. Appl.
https://doi.org/10.1177/1063293X211015236

Yin, RK. 2017. Case Study Research and Applications: Design and Methods, 6th edition. ed.
SAGE Publications, Inc, Los Angeles.

118



A

AGILE - MANIFESTO, ROLES, CEREMONIES &
METHODOLOGIES

Several definitions for Agile can be found in the literature. Some researchers define it
more as a philosophy where agility is ultimately about creating and responding to change,
recognizing people as the primary drivers for project success, and focusing on effectiveness
and maneuverability (Abbas et al., 2008; Highsmith and Cockburn, 2001). On the other hand,
some researchers give a more practical definition. For instance, Barry Bohem describes Agile
methods as “lightweight processes that employ short iterative cycles, actively involve users to
establish, prioritize, and verify requirements, and rely on a team'’s tacit knowledge as opposed
to documentation. A truly agile method must be iterative (take several cycles to complete),
incremental (not deliver the entire product at once), self-organizing (teams determine the best
way to handle work), and emergent (processes, principles, and work structures are recognized

during the project rather than predetermined)” (Boehm and Turner, 2005).

A.1 The Agile Manifesto

In February 2001, seventeen researchers and software experts came together to find an
alternative to the existing documentation-driven, heavy-weight software development meth-
ods. In this group, there were several representatives of the so-called “light methodologies”
(the previous term for agile methodologies) such as Scrum, Extreme Programming, Crystal,
Adaptive Software Development, among others. They gathered for two days and agreed on
the famous "The Agile Manifesto” (Highsmith and Cockburn, 2001). The Agile Manifesto con-
sists of four values and twelve principles, which are now the basis for all Agile methods. It reads
as follows (Beck et al., 2001):
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“We are uncovering better ways of developing software by doing it and helping others

do it. Through this work, we have come to value:

1.
2.
3.

4,

Individuals and interactions over processes and tools
Working software over comprehensive documentation
Customer collaboration over contract negotiation
Responding to change over following a plan

That is, while there is value in the items on the right, we value the items on the left more.

We follow these principles:

1.

10.
11.

12.

Our highest priority is to satisfy the customer through early and continuous de-
livery of valuable software.

Welcome changing requirements, even late in development. Agile processes har-
ness change for the customer’s competitive advantage.

Deliver working software frequently, from a couple of weeks to a couple of
months, with a preference for the shorter timescale.

Business people and developers must work together daily throughout the pro-
ject.

Build projects around motivated individuals. Give them the environment and sup-
port they need, and trust them to get the job done.

The most efficient and effective method of conveying information to and within
a development team is face-to-face conversation.

Working software is the primary measure of progress.

Agile processes promote sustainable development. The sponsors, developers,
and users should be able to maintain a constant pace indefinitely.

Continuous attention to technical excellence and good design enhances agility.
Simplicity - the art of maximizing the amount of work not done - is essential.
The best architectures, requirements, and designs emerge from self-organizing
teams.

At regular intervals, the team reflects on how to become more effective, then
tunes and adjusts its behavior accordingly.”

These were the fundamental values and principles that “The Agile Alliance” established

in their Manifesto. There is, however, one deeper theme at the center of it. The core of all the

Agile methodologies is the fundamental appreciation of the human values and culture, of put-

ting people always at the center, both customers and developers. Thus, being Agile is about

“delivering good products to customers by operating in an environment that does more than

talking about “people as our most important asset” but actually “acts” as if people were the

most important, and lose the word "asset".” (Beck et al., 2001).
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More than twenty years have passed since the Agile Manifesto creation, and thousands

of people continue to agree with it and sign the manifesto.

A.2 Agile roles

Generally, in Scrum, the most commonly used Agile methodology in the insurance in-
dustry, there are three main roles: Product Owner, Scrum Master and Development Team. Each
role has a set of different responsibilities and tasks that are fundamental for project develop-

ment.

a) Product Owner
The product owner is the main responsible for the project’s success. This person is a

highly visible figure in the organization and is responsible for planning each release. The prod-
uct owner's main task is to manage the Product Backlog by working on the specifications and
refining and prioritizing the features the team must develop. From a portfolio management

perspective, the product owner is also the primary go-to person (Krebs, 2009; Schwaber, 2004).

b) Scrum Master
The scrum master is perhaps the role most similar to the project manager role of tradi-

tional projects (e.g., Waterfall). However, in Agile projects, the development team is self-man-
aged. Therefore, instead of managing and leading the development effort of the project, the
scrum master acts as a servant leader whose primary goal is to work for the team, ensuring
that it becomes more productive and effective over time. This person implements the rules of
Scrum and is responsible for planning the Sprint Backlog (a list of activities and deliverables
that need to be tackled in the next sprint) and for facilitating the daily scrum meetings. In
addition to implementing the rules of Scrum, the scrum master also ensures that the develop-
ment effort is made according to the organization’s culture and delivers the expected benefits
(Krebs, 2009; Schwaber, 2004).

¢) Development Team
According to the Scrum terminology, the development team is the group of persons who

develop the product features through increments in each iteration or Sprint. In Agile projects,
particularly in Scrum, the team takes over many project management responsibilities typical in

traditional projects, as they are self-managed and plan and assign work to themselves. The
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team is also cross-functional and is collectively responsible for the success of each sprint and
the whole project (Krebs, 2009; Schwaber, 2004).

A.3 Agile ceremonies

Agile ceremonies are everyday management events that occur during different project
phases and aim to manage the projects’ unpredictability and complexity in an empirical, in-
stead of defined (as in Waterfall), approach (Schwaber, 1997).

In the Scrum methodology, there are four main ceremonies: Sprint Planning Meeting,

Daily Scrum Meeting, Sprint Review, and Sprint Retrospective (Schwaber, 1997).

a) Sprint Planning Meeting

The sprint planning meetings are sessions that the customer, the product owner, the
scrum master, and the development team have at the beginning of each sprint. These sessions
have two parts. The first part aims to establish the final releases and goals of the sprint. In
contrast, the second part is only held by the scrum master and the development team and
focuses on planning the development of the features.

In the first part of the meeting, the product owner presents the product backlog with the
prioritized features that should be developed next. The product owner also answers any ques-
tions that the development team might have.

In the second phase of the meeting, the development team members estimate what can
be achieved at the end of the sprint according to their previous experience and knowledge. In
agile projects, the development team, and only the development team, produce the estimates
without outside influence. The output of this estimation process is the Sprint Backlog, which is
a list of tasks that should be developed in the next sprint (Abrahamsson et al., 2002; Krebs,
2009; Rubin, 2012).

b) Daily Scrum Meeting
The daily scrum meetings are short daily meetings that should take no longer than 15

minutes. These meetings are orchestrated by the scrum master, that typically only asks three
questions to each team member:

What have you done since the last daily meeting?

What are you planning on doing until the next daily meeting?

What issues and impediments are you facing that prevent you from accomplish-
ing these things?
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By answering these three main questions, each team member reports to the rest of the
team (and not only to the scrum master) the main deliverables and tangible results produced
in the last working day. Explaining to the rest of the team the work plan for the next day also
enhances work synchronization and collaboration between the team members. In addition, all
the impediments that might have been expressed during the meeting are captured as a to-do

list for the scrum master to solve (Krebs, 2009; Rubin, 2012).

¢) Sprint Review

The sprint review is an inspect-and-adapt activity at the end of every sprint. In this ses-
sion, the development team demonstrates the product increment developed in the last sprint
to the client and the remaining interested stakeholders. Then, the client provides feedback on
whether what has been produced corresponds to the expectations or not and, if not, suggests
possible changes that would add value to the product. Therefore, this meeting indicates which
features have or have not been produced according to the acceptance criteria and product
definition. Finally, the product owner and remaining attendees analyze the customer sugges-
tions and decide whether they should enter the product backlog or not (Rubin, 2012; Schwaber,
1997).

d) Sprint Retrospective
The sprint retrospective is another inspect-and-adapt activity that is a crucial contributor

to the continuous improvement of the team processes. In contrast to other methodologies
where the retrospectives are held only at the end of the whole project, in Scrum, the retrospec-
tives occur at the end of each sprint and before the next sprint planning session. Therefore, by
inspecting and adapting at the end of each sprint, the team can gain early and incremental
learning throughout the development process and, thereby, significantly improve the project’s
outcome.

The sprint retrospective is only attended by the development team, the scrum master,
and the product owner. While the sprint review inspects and adapts the product, the sprint
retrospective focuses on inspecting and adapting the process. In a nutshell, a sprint retrospec-
tive could be summarized by answering three fundamental questions:

1. What worked well this sprint that we want to continue doing?
2. What did not work well this sprint that we should stop doing?
3. What should we start doing or improve?
Therefore, in this session, the team should analyze its working methods, identifying im-

provement opportunities and plans to execute those improvements. In addition, the team
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should carefully analyze essential factors such as communication, tools, processes and prac-

tices, environment, and others (Krebs, 2009; Rubin, 2012).

A4 Agile Methodologies

Several agile processes have been successfully adopted in the past in various sectors,
including the insurance one. This section briefly reviews the most commonly used frameworks,

such as Scrum, Extreme Programming, Crystal, and Kanban.

a) Scrum

Scrum was developed in the 1990s by Ken Schwaber and Jeff Sutherland, who define it
more as a framework for agile project management than an agile process or technique (Krebs,
2009). Scrum is a framework to address complex and adaptive problems within which various
processes and techniques can be employed.

The term Scrum has its origins in Rugby, where it is a method to restart the match after
a rule infringement. The Scrum framework is composed by the Scrum Team that has different
roles, events, artifacts, and rules. Each of these framework components has a specific purpose
and is crucial for Scrum'’s success and usage (Rubin, 2012).

Scrum is based on empiricism, lean thinking, and iterative-incremental development.
Scrum provides a simple set of rules that are easy to understand and make it highly flexible
and adaptive to emerging situations. There are three empirical pillars where Scrum is based
upon (Krebs, 2009; Schwaber and Sutherland, 2017):

e Transparency: all the work undertaken should be available for those who execute
it and those who receive it. That is, the three Scrum artifacts should be visible to
support critical decisions. Transparency enables inspection, and inspecting with-
out transparency would be misleading and meaningless.

¢ Inspection: all the Scrum artifacts must be inspected along with the work being
made. The cadence of Scrum’s five events helps achieve that and assures that all
undesirable variances and problems are detected in due time. Inspection enables
adaptation, as inspecting without the ability to adapt would be pointless.

e Adaptation: if any characteristics of the process or product are outside of their
acceptable boundaries, the process or the materials being used should be ad-
justed. Self-managing and empowerment are critical for adaptation as any learn-
ings identified through inspection should be deployed immediately (Schwaber
and Sutherland, 2017).

124



There are three different roles in the Scrum Team that have already been defined earlier:
Product Owner, Development Team, and Scrum Master. In addition, Scrum has five events: the
Sprint, the Sprint Planning, the Daily Scrum, the Sprint Review, and the Sprint Retrospective
(Schwaber and Sutherland, 2017).

Moreover, Scrum has three primary artifacts:

e Product Backlog: it is an ordered list of all the requirements known to be needed
in the product. The Product Backlog is dynamic and evolves with the product
development as requirements are changed, taken, or added. The Product Owner
is responsible for the Product Backlog.

e Sprint Backlog: it is a set of Product Backlog items planned to be developed dur-
ing the Sprint that will enable the team to achieve the Sprint Goal. It should also
include at least one high-priority process improvement identified in the last
Sprint Retrospective session.

e Increment: it is the sum of all the Product Backlog items completed in the last
Sprint along with the value of all the increments developed in the previous
Sprints. The Increment should be an inspectable and done body of work that
consists of a step toward a vision or goal (Schwaber and Sutherland, 2017).

In a nutshell, Scrum emphasizes the effectiveness of product management and working

techniques, allowing for the continuous improvement of the product, the team, and the work-

ing environment.

b) Extreme Programming
Extreme Programming (XP) was developed in the 1990s by Kent Beck, Ward Cunningham,

and Ron Jeffries as an alternative solution for the problems caused by the long development
cycles of traditional development methods (Abrahamsson et al., 2002). The main difference
between XP and the traditional Waterfall was that instead of analyzing, designing, implement-
ing, and testing at the project beginning for the far future, XP does all of these activities - a
little at a time - throughout the development (Beck, 1999).
Extreme Programming has seven fundamental roles in its framework (Abrahamsson et
al,, 2002):
e Programmer: writes and keeps the program code as definite and straightforward
as possible;
e Customer: writes the stories and functional tests, deciding when each product

requirement is satisfied;
e Tester: runs functional tests regularly;
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e Tracker: keeps track of team estimates and provides feedback on how accurate
they are in order to improve future estimations;

e Coach: is the main responsible for the project as a whole and guides the remain-
ing team members in following the XP process;

e Consultant: is an external member that possesses the specific knowledge the
team needs and guides them in solving specific problems;

e Manager (Big Boss): is the decision maker that keeps in contact with the team to
detect and help solve any difficulties in the process.

Finally, there are several standard practices in XP, such as (Beck, 1999):

e Planning game;

e Small releases;

e Metaphor;

e Simple design;

o Tests;

e Refactoring;

e Pair programming;

e Continuous integration;

e Collective ownership;

e On-site customer;

e 40-hour week;

e Open workspace; and

e Justrules.

¢) Crystal

Alistair Cockburn idealized the Crystal family of methodologies. As in the other Agile
methodologies, Crystal is also based on iterative-incremental development and is heavily fo-
cused on people and communication. In addition, Crystal also promotes a continuous product
and process fine-tuning and improvement, even in the middle of the iteration (Abrahamsson
et al., 2002; Krebs, 2009).

In Crystal, projects are characterized by two variables: criticality (i.e., the possible losses
that would be caused by defects) and the team size. That is, the higher these two variables are,
the more complex the project will be. Therefore, a Crystal Clear methodology is adequate
mainly for projects with low criticality and few people involved. That is, projects that require
less bureaucracy and where the communication is highly effective and straightforward - small

teams with five or ten members (Cockburn, 2002).
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There are no specific guidelines on how to implement the different methods of the Crys-

tal family. However, Alistair Cockburn states that the design and evaluation of methods should

be done according to seven principles. These principles highlight the cost of moving to a heav-

ier methodology and when to accept that cost (Cockburn, 2002):

1.

Interactive, face-to-face communication is the cheapest and fastest channel for
exchanging information;

2. Excess methodology weight is costly;

3. Larger teams need heavier methodologies;

4. Greater ceremony is appropriate for projects with greater criticality;

5. Increasing feedback and communication lowers the need for intermediate deliv-
erables;

6. Discipline, skills, and understanding counter process, formality, and documenta-
tion;

7. Efficiency is expendable in non-bottleneck activities.

d) Kanban

Kanban is mainly used in lean production but can also be applied in software develop-

ment. The main advantage of this technique is that it minimizes the Work-In-Progress (WIP)

and gives a good view of the project's workflow (Anderson, 2010).

Kanban consists of having a board divided into columns representing the workflow

through the software development phases, from left to right. The first column on the left is

usually the project backlog or the input queue, which are the features in line to be developed.

The second column is the Analysis phase containing the items being analyzed before moving

on to the Development phase in the third column. After development, there is the Test phase

in the fourth column and finally the Release phase in the last column on the right of the board

(Anderson, 2010).

Kanban uses a set of five main properties that are essential in creating emergent Lean

behaviors in organizations (Anderson, 2010):

Minimize Work-in-Progress

Measure and Optimize Flow

Visualize Workflow

Make Process Policies Explicit
Recognize Improvement Opportunities

127









d0.103S 3ONVHNSNI FHL WOdd AANLS ISVO V
-INJINFOVNVIN OI104140d 119V

SVIA VHIINONYYd OOSVA  1eak G




