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Chapter
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Operating Model
Canvas
Business model canvas 14

An operating model is ...
.. a visual representation (i.e. a model)
.. in the form of a diagram or map
or chart or collection of diagrams,
maps, tables and charts

Transformation 20
Design steps 24
Tips 32

How to deliver
great value to your
customers and
beneficiaries

.. that show the elements of the
organization, such as activities,
people, decision processes, information
systems, suppliers, locations, and
assets,
.. that are important for delivering the
organization’s value proposition(s)
.. and how these elements combine
to successfully deliver the value
proposition(s)

The journey to success has
four parts:

CH1

➤ The strategy part: deciding what the
organization will do
➤ The operating model part:
designing the organization so that it is able to
execute the strategy
➤ The build or transformation
part: creating the target operations and
organization
➤ The doing-the-business part:
running the organization so that the strategy is
achieved
This book is about the operating model part:
the design part. It is not about the strategy,
transformation or doing-the-business parts

Different

Other authorities include a

authorities define

mission, vision and values step

differently. There

this as part of strategy.

operating model
is no standard

before strategy. We include

definition. This is
our definition.
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Detailed operating models

This book is about high-level operating models. It focuses on the link
between strategy and operations and between business models and
operating models.

For an organization to function, many hundreds of design decisions
need to be made. Our belief is that these decisions – the detailed
operating model decisions - are better made if there is a high-level
operating model guiding them.
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Organization charts are common. They provide a helpful visual guide to the organization. But
they do not give as much information about how the organization operates as they could. An
‘organization model’ is a way of drawing an organization: an organization chart distinguishing
between the ‘operating work’ and the ‘support work’, and clarifying the relationship between
the support functions and operating units. In this way, an organization model shows how the
people reporting to the same boss work together.

Typical large company structured
into business units
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All Value Chain Steps

Segments

Open courses
Tailored

Qualifications
Conferences
Weddings
Research

Build
Clients

Design

*

Market

Quote/
Sell

Adjust
design

*
*

Link or standardise
Separate and manage by segment

Ashridge Executive Education

Admin

*

Deliver
/do

Follow
up

Issue
qual

* *

+ design

publish

Combine/manage together

The value chain map displays the operating processes that create and deliver value.
It represents the heart of the operating model – the middle arrow in the Canvas.
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What is an IT blueprint? The
phrase IT blueprint
has been used widely in a
range of contexts. The
analogy is with a building
blueprint. IT blueprints
typically show the architecture
of the IT applications,
hardware and communication
pipes. The use of the
term here is very high-level.
In fact it is little more
than a visual way of representing
the principles for
designing the IT systems.
However it is a vital step
and benefits from being kept
at this high-level.
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When do you need to work on

your operating model?

CH1
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When you
are starting
something new

When you are
changing
strategy

➤ Helps test the practicality of what you want
to do
➤ Helps you understand costs, resources
and timing, and hence develop a better
business case
➤ Helps you align your team and your
stakeholders
➤ Helps ensure you focus on the important

➤ Helps test the practicality of what you want
to do. Often leads to better strategies.
➤ Helps you understand costs, resources
and timing, and hence develop a better
business case
➤ Helps your people understand the new
strategy
➤ Helps ensure your implementation plan is
complete

OPERATING MODEL CANVAS

When you have
performance
problems
➤ Helps you find the root causes
➤ Helps you see the connections between
symptoms and causes
➤ Helps ensure your implementation plan is
complete
➤ Helps your people see why all the changes
are needed

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

When your team
is not aligned

➤ Helps those with different views explain
their thinking
➤ Provides the senior team with a shared
blueprint of what they are trying to build
together
➤ Provides a line of sight between purpose
and activity

When you are
finding it hard
to implement
your plans
➤ Enables you to check that your plans are
practical
➤ Helps those who are dragging their feet
explain their position
➤ Often results in re-sequencing the
implementation plan

When you are
implementing
major change
➤ Enables you to check that your project
sequence is practical
➤ Helps explain the plan and the business
case
➤ Helps those who are concerned about the
plan to explain their position
➤ Helps align the leaders of different projects

WHEN DO YOU NEED TO WORK ON YOUR OPERATING MODEL?
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This book will help you ...
Be more
successful

Who are you?
CH1

➤ A manager in operations or in any function who wants to design how the operation works
➤ A CEO or COO or entrepreneur who wants to review his or her organization and plans
➤ A lean practitioner or process excellence manager who wants to be more strategic
➤ A manager in strategy or planning who wants to make the plans more practical
➤ A project manager or change specialist working on a transformation project
➤ A leader who wants to make sure her team members are all on the same page

Improve the
dialogue with
those resisting or
concerned about
change

➤ A business partner in HR, IT or Finance who wants to improve the business
➤ A business development manager who wants to design a new business
➤ A Business Architect, Enterprise Architect or Operations Strategist
➤ A manager tasked with cutting costs or improving service or quality
➤ A customer experience or user experience specialist

Design a target
operating model

➤ A manager in charge of post merger integration
➤ A consultant helping organizations improve
➤ Anyone responsible for performance
Document your current
operating model

Better align
managers from
different functions,
countries and
cultures around a
common view of
what they are jointly
trying to do

Discover ways of
improving your
strategies

Achieve your
strategic
objectives

CH1

Yes, operating model

work can result in better

strategies: more practical,
more connected with

capability, more profitable

Design improvements
to your current
operating model

Understand what an
operating model is
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Strategies engage 5% ...

... operating models engage 95%
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All these functions are

involved in the operating

% of employees who think the strategy is their responsibility
100%

Sales

Double
international
sales

10

OPERATING MODEL CANVAS

100%

Operations

Reduce cost of
sales by 20%

% of employees who think the operating
model is their responsibility

100%

R&D

Develop new
products
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100%

models needed to deliver
these strategies

100%

100%

Marketing

Finance

Customer Service

Finance

IT

HR

HR

HR

Marketing

Logistics

Logistics

Purchasing

R&D

Product
Development

Sales

Operations

Purchasing

Operations

Sales

Operations

R&D

Double
international
sales

Reduce cost of
sales by 20%

CH1

Develop new
products

STRATEGIES ENGAGE 5% OPERATING MODELS ENGAGE 95%
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How to use this book
The Operating Model Canvas is a tool
that will help you think about and
make changes to your operations.

CH1

Design improvements
referring to the case
studies (chapters 4 and 5)

It is a simple tool. You may be able
to grasp the tool and start using it by
reading this chapter and the first few
pages of Chapter 2 - “The Operating
Model Canvas - Examples”.
However, you will gain the most
from this book if you first identify a
challenge or opportunity you have
in your current situation. As you
read, try creating a Canvas for your
organization. Write a few post-it
notes that capture some of the
things you think are important about
your organization (i.e. important to
delivering the value proposition) and
stick them on the Canvas. Then look
at the examples provided (Chapter 2).
Then look at the tools (Chapter 3)
and try using some to understand
your challenge and develop ideas for
resolving it. Then explore the two big
case studies (Chapters 4 and 5).

Look at the
examples of other
organizations to get
insights (Chapter 2)

OPERATING MODEL CANVAS

5
4

Identify a
challenge or
opportunity

3
2
1

Have fun!
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Decide which
tools will help
you most
(Chapter 3)

Try creating an
Operating Model
Canvas of your current
situation (Chapter 2)
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The Operating Model Canvas is
a one page operating model
CH1

The Canvas is fully
explained in Chapter 2

It covers the back end of
the Business Model Canvas

The Operating Model Canvas does not
include the Financial Model. But, of course, the operating
model does drive most of the organization’s costs.

Back end

Operating Model Canvas
SUPPLIERS

Key
Activities

Value
Proposition

OPERATING MODEL CANVAS
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Mark Lancelott

Sell

Information

This book should be on the desk of every consultant, every
strategist, every leader of transformation, every functional
business partner, every business or enterprise architect, every
Lean expert or business improvement champion, in fact
everyone who wants to help their organization be successful.

SUPPLIERS

The book contains more than 20 examples ranging from
large multi-nationals to government departments to small
charities and from an operating model for a business to an
operating model for a department of five people. The book
describes more than 15 tools, including new tools such as
the value chain map, the organization model and the highlevel IT blueprint. Most importantly, the book contains two
fully worked examples showing how the tools can be used to
develop a new operating model.

Operating
erating
Op
Canvas
Model
Model Canvas
Aligning operations and organization with strategy

Processes

The journey from strategy to operating success depends on
creating an organization that can deliver the chosen strategy.
This book, explaining the Operating Model Canvas, shows you
how to do this. It teaches you how to define the main work
processes, choose an organization structure, develop a highlevel blueprint of the IT systems, decide where to locate and
how to lay out floor plans, set up relationships with suppliers
and design a management system and scorecard with which to
run the new organization. The Operating Model Canvas helps
you to create a target operating model aligned to your strategy.

Andrew Campbell
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Mark Lancelott
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Organization
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P = Key Activities
S = Key Partners
O + L + I + M = Key Resources
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Resources

Target
Customer

Customer
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GAIN CREATORS

Key
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L

Value Delivery Chain(s)
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Front end

Locations

S

M

CH1

Business Model

Are CHANNELS and
CUSTOMER RELATIONSHIPS
part of an operating model?
Yes in so far as they involve
KEY ACTIVITIES or KEY
PARTNERS
THE OPERATING MODEL CANVAS IS A ONE PAGE OPERATING MODEL
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What is the ...

... Business Model Canvas?
The Business Model Canvas

CH1

The Business Model Canvas
is a framework developed by
Alex Osterwalder, Yves Pigneur and
co-authors to describe the main
elements of a business. It describes
how an organization creates, delivers
and captures value, what value is being
delivered and to whom.
You do not need to be familiar with the
Business Model Canvas to understand and
work with the Operating Model Canvas,
but you will find it useful.
The book Business Model Generation,
published in 2010, provides more
information and there are on-line
resources at strategyzer.com/bmg

Key Partners
External organizations who provide important
inputs to the organization. They may be
suppliers of raw materials or distribution
services or IT support. Equivalent to the
suppliers box in the Operating Model Canvas.
Key Activities
The most important work steps needed to
deliver the value proposition. Equivalent to
the processes arrow in the Operating Model
Canvas.
Key Resources
The most important assets, such as people,
technology, machinery, brand, buildings and
locations. Equivalent to the locations box
(which includes assets), the organization box
(which includes people) and the information
box (which includes data assets) in the
Operating Model Canvas.

Customer Segments
The different groups of people the
organization is trying to serve.

Key Partners

Key Activities

Designed for:

Designed by:

Value Propositions

Customer Relationships

Date:

Version:

CH1

Customer Segments

Value Propositions
The offer to the customers or beneficiaries of
the organization.
Channels
How the organization communicates with and
distributes to customers or beneficiaries.
Customer Relationships
How customers are acquired, engaged with
and retained.

Key Resources

Channels

The four items in this column
are about market strategy
– what to offer to whom

through which channels. They
have implications for the

Cost Structure

Revenue Streams

$

Operating Model Canvas.
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How does the Operating
Model Canvas link to ...
The Operating Model
Canvas has six elements:
the work that needs to be done
➤	
to deliver the value proposition
(value chain);
➤	
the people who do the work
and how they are organized
(organization);

the suppliers who support the work
➤	
(suppliers); and
➤	
the management system used to run
the organization (Management
system).
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➤	
what information systems the
people need to help them
(information);

Back End
(operations)

Operating Model Canvas

Middle
(value)

CH1

Front End
(customers/channels)

The Operating Model Canvas has icons

PO

where the people will be located and
➤	
the assets they need to help them
(locations);

... an enhanced Business
Model Canvas

for value proposition and customer.
These are treated as inputs to the

operating model design rather than as
part of the design challenge. The book

CuWWOmWO/
BWOWTWcWWOy

“Value Proposition Design” shows how to
design these inputs.

Financial Model
The Operating Model Canvas with SIX elements is a more powerful “back-end”
than the three elements - Key Activities, Key Resources and Key Partners of the Business Model Canvas.

HOW DOES THE OPERATING MODEL CANVAS LINK TO AN ENHANCED BUSINESS MODEL CANVAS
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