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All in: From recovery
to agility at Spark
New Zealand

Three members of the telco’s top team describe the
challenges and rewards of going agile rapidly—
and the power of a “no plan B” approach to change.

Big organizational changes are tough to pull off for any company, and arguably
harder still for one with roots as a state-owned monopoly in a relatively small
market. Yet for Spark New Zealand, the country’s incumbent telecom operator,
embracing change has been a way of life since late 2011, following the demerger of
its fixed-access network.

Coming out of the split, Telecom New Zealand (as Spark was then known) faced
significant challenges. Technology was changing quickly, historically important
revenue lines were declining at speed, and the company was increasingly
competing for customer attention with digital natives such as Netflix and Spotify.

In response, Telecom New Zealand embarked in 2013 on a turnaround program to
lower its costs, rebalance its portfolio, and build the “performance muscle” the
company would need to thrive. Telecom’s longer-term goal was ambitious: turn away



from its legacy infrastructure—oriented focus and aspire to become a true digital-
services provider—effectively embracing the disruption sweeping the sector. Along
with this move came a new name: Spark New Zealand, in 2014.

Making the shift, however, required a faster operational cadence. This led company
leaders in 2017 to make the bold decision to implement agile work practices
company-wide and, effectively, to take an agile approach to go agile. The resulting
launch moved some 40 percent of Spark’s employees into cross-functional teams
(or tribes), comprising people from IT, networks, products, marketing, and digital.
The agile transformation of the rest of the business began immediately after and
has since reached all parts of the organization.

In this commentary, three of Spark’s top leaders—outgoing managing director
Simon Moutter, customer director Jolie Hodson (slated to succeed Moutter as
CEO in July 2019), and HR director Joe McCollum—describe the arc of change at
the company, as well as how they are confronting the challenges together as a
“leadership squad.” Taken together, their observations underscore the importance
of a joined-up top team in securing change—even when the changes require
significant mind-set shifts for themselves personally.

This commentary is adapted from interviews with McKinsey’s David Pralong,
Jason Inacio, and Tom Fleming.

Time for a reset

Jolie Hodson: | joined Telecom New Zealand—as it was then known—as CFO in

2013, coming from a different industry. It was interesting to watch the behaviors

and see how siloed an organization we were at that point. | recall some of the early
conversations. Invariably, the sentiment would be, “We’re largely all good here;

you should go have a look at that part of the company over there, because there’s
something going on there you should be across.” The other thing | noticed was a lot
of statements started with “Simon says,” like the children’s game. And | thought: hmm,
this is curious, because | didn’t get the sense that Simon was that kind of leader. |
think it was revealing about accountability and people’s mind-sets and people feeling
they needed to use someone else’s power to have certain kinds of conversations. At
this point in time, the company’s level of organizational health was low, and we knew
we had a massive job to do.

Joe McCollum: Back then, the analysts regarded us as one of the poorest-performing
telcos in the sector. If you're an organization in a fast-changing industry, and the rate
of change externally is greater than the rate of change internally, then pretty soon
you’re going to be out of step. It showed up as a lot of senior people playing out of
position, in duplication of responsibilities. People honestly believed that the “good

old days” would one day return and everything would be fine, which lulled us into
believing we had all the time in the world to bring a new product to market. Whereas,
in reality, you've got two, three months.



Exhibit

The result was missed targets. Drawn on a chart, it looked like a hairy spider leg—the
result of all the business plans saying that performance would go one way when the
actual performance of the company is going the other way. Yet here we were, happily
writing business plans that purportedly solved the problem [see exhibit].
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Jolie Hodson: We needed a mind-set of accountability, and the daily rhythm it takes
to be a retailer. We also needed to be much sharper about how we spent our money—
getting everyone to value a dollar like it was their own. If | think of Everest as an
analogy, then getting to base camp was all about business turnaround—buying into
businesses that provided growth, exiting ones we didn’t need to be in, slimming down
the organization where we needed to—and getting the mind-sets right. And by the
end of 2015, we had achieved a dramatic shift in mind-sets and put the company back
on a growth trajectory.

The other thing that happened was that Simon made a courageous call about our
brand. We didn’t believe the Telecom brand could evolve in the way we needed to
support the journey we were on. So Simon made the call to shift to Spark. And we've
not looked back since then [see sidebar, “Is this a scam?’: Taking a rebrand from
skepticism to support”].

Go agile to be agile

Jolie Hodson: As we looked around [after the turnaround phase], we thought: Do we
have the “oxygen” to get to that next level? How do we make the choices? And what’s
really going to get us there? We didn’t think it was so much about the what—we knew



“Is this a scam?”: Taking
a rebrand from skepticism
to support

by Simon Moutter

The old brand, Telecom New Zealand, was seen as meaning
“landlines.” It was valued by business customers, as well as the older,
richer, whiter consumer demographic—but it wasn’'t working for
younger New Zealanders or a more diverse New Zealand. It didn't sit
well with a digital-services vision for the future. Taking the decision
to change our name was probably the biggest decision I'll ever make
in my corporate career, because the brand was known to every New
Zealander and draws on a history that is more than 100 years old.

To make the rebrand work, it had to become the centerpiece of

the transformation story. We thought of it as a symbolic act, and a
symbolic act in leadership terms allows you to motivate your people
in a way that says: “We’re making it real; we're not just turning up
with lipstick on a pig.” It also said to New Zealanders, “Give us
another chance. We understand we got offside, and we’re trying to
tell you we're different.”

Initially, the announcement was received with surprise. In fact, the
immediate reaction was, “Is this a scam?” The first calls we got from
the media were, “Did you guys know someone’s out there making

a release that says you’re changing your name?” The skepticism
externally was also quite high—it was 80 to 85 percent opposed.
But we brought it to life very quickly, and within a few months it was
80 to 85 percent supported by customers.

Over the course of the six months between announcing our intent
and doing the rebrand, the people inside the organization also
shifted strongly from surprise and skepticism to support. They could
see how it was showing up and how it was driving real commitment
in the leadership groups to deliver a new, outstanding customer
experience. But it was earned. It wasn’t just “Simon says we're
changing the name.” Our people waited to be convinced, which is a
good thing, actually.

Simon Moutter is the outgoing managing director of Spark New Zealand.



the goals we should be focused on and what we needed to do. Agile was much more
about how we would get there.

Simon Moutter: The decision that we made in late 2017 to go “all in” with agile was
not without experience of agile. What we felt wasn’t so much doubt about whether
agile was a good thing or not, it was deciding: Can it be a powerful thing if we apply it
to the whole business, rather than to areas that we would know it to be suited? | admit
that at first | wasn’t really willing to engage strongly in considering it—until | saw a
groundswell from our people and from the leaders who reported to me that they were
convinced. They believed in it and were also up for what it implied and what we would
have to do to make it real.

Our leadership team visited a range of agile companies, some born agile, others

that had built agile units, and one or two that had tried large-scale transformations.
What | was looking for was a model that would work for a highly performance-driven
business that has a lot on the go at any one time, by necessity, and was very focused
on delivery.

| was impressed when we visited ING; | thought ING’s model was structured,
performance driven, and very applicable in our context—"agile for grown-ups,” if you
like. It was less about beanbags and foosball tables and more about real delivery
action, and that gave me confidence that there was an outcome that—if we could
deliver it—would make a big and enduring difference.

Joe McCollum: With all the bells and whistles, you can have a lot of fun with agile if
you're a start-up looking down the barrel at an unbelievable level of growth. But if
you're a big company in a low-growth industry, then it's very different. We're in a very
constraint-driven world and knew that in our industry, “agile for kids” wouldn’t work.
Having regained the performance ethic, we needed to use agile to hold onto it—and
to strengthen the performance muscle that we had put into this company. For us, it
was about “How do we get better at what we're doing?” We saw agile as the next
logical progression.

Jolie Hodson: We came back to New Zealand and went away for a couple of days as
a leadership squad. Simon was pretty clear that as a business this wasn’t a decision
that only some of us could make. We were either all in and hugely committed or we
weren't going to make it. There isn’t a halfway ground with agile, certainly not going
agile at this scale—because the old way of working would absolutely rub up against
the new way of working. To be clear, we were doing this for improved customer
experience, speed to market, and to empower our people. If we had two models
clashing, it would be like being in molasses.

Joe McCollum: We sat around the table and said, look, we can move the company
into agile; we've got two ways of doing it. We can either sit back and task ourselves
with getting everything right, maybe dabble about with customizing the model, the
language, and then we’ll move to agile in two years’ time. Or, why don’t we give it a big
run now instead? We'll try and get as much stuff right as we can manage; we'll have

a bit of faith in the agile model in terms of design and effort. We'll put it all into agile,



and we will openly tell our world: “We’re going agile to be agile.” Which means that
we're not arrogant enough to think that we’ve got it right from the outset. We're totally
open to learn and change.

Simon Moutter: You've got to do a lot of personal counseling of yourself, and the
team needs to stay tight. It's not a situation where you can have the leadership team
start to show any cracks in their intent. It's about belief, about being super committed,
turning up multiple times a week as a team and working for hours if necessary to clear
roadblocks, to solve a communication gap, to make a decision, to apply resourcing—
whatever it takes to get to the outcome.

We thought the risks were higher going slow than going fast. When you're in a
business like ours, you have to execute across a couple hundred initiatives in parallel,
into multiple markets, across multiple infrastructures, with all sorts of different people.
And we make our overall numbers as the sum of a thousand small numbers. It’s not a
straightforward path. The risk of getting caught in no-man’s-land—with one foot in
the old world and one foot in the new—felt much higher to us than the risk of jumping
across the line with both feet and using the agile ways of working to get better at

agile itself.

We weren'’t prepared to spend more than eight months to get from the start of the
program to what we called “flip day,” the day we moved the engine room of the
company into an agile model. And we took a “no plan B” approach. We simply never
entertained the idea of failing, and | think that mentality is critical. If you have a get-
out-of-jail card, you almost inevitably roll back to it.

New ways of working

Simon Moutter: We've been able to build excitement and a sense of pride around
becoming the first telco in the world to go “all in” agile. We were able to engage
our staff in the excitement of that possibility—that it wasn’t like any old restructure
that we've had in the past; it wasn't like shuffling deck chairs on the Titanic. It was
genuinely an inspirational new possibility, pivotal to delivering on our ambition to
become a digital-services company.

Our people bought into that vision quite quickly, and we backed it up with the most
massive internal-communications program I've ever been associated with. It was

extraordinarily well handled by the team, but it was a heavy load on leaders. A lot of
face-to-face fronting up, lots of work to keep everyone excited about the potential.

Of course, we had people who were concerned, who were doubtful, who wondered
if it might not be for them or if they were too old to get it or whatever. We had all of
those emotions, but, actually, 98 percent of our people made the leap to say, “Well,
I’m going to try it, this sounds like it could be a good thing.” They recognized that it
creates a lot of opportunities for people.

Jolie Hodson: When you're thinking about your organization in a completely new way,
you can start with a clean piece of paper. What do we want it to look like? What is the



mix of experiences? What are the capabilities we need? We took risks on people—
people leading tribes and chapters—much bigger risks than we probably would have
in the past. We've changed the leadership profile, which is a good thing. It's meant
some people have been able to accelerate very quickly by having courage, taking
risks, demonstrating new mind-sets.

Joe McCollum: In our pre-agile world, we would have had seven or eight layers
between the top and bottom of the company. Now, across much of the company, we
have three. The result is that things are massively faster. When you talk to people,
you hear things like, “We’re getting stuff done now in two weeks that used to take

us three months.” Emails have dropped off significantly, because back when the
developers lived in one part of the building, and the marketing people lived over
there, and the product people were in another part of the building, just to organize

a meeting was 27 emails. All of that has gone. Now, there’s ten of us sitting around

a table. In fact—and not surprisingly—there’s been a big drop-off in the use of our
designated meeting rooms because of this. When you have a multidisciplinary team
already working together around a table, why bother getting up and de-camping to a
meeting room in another part of the building when they could simply stay where they
are and solve the problem in real time?

The decision making is also a lot richer now, and transparency improved immeasurably.
| can’t stress this enough. Otherwise, you're in a world where people come in to work,
they do their little bit, they go home, but they may have no idea where that fits into the
big scheme of things. Agile puts direct ownership and real-time accountability with
the squad so that they have absolute clarity about where it all fits now. That’s where
the engagement comes from—employee engagement goes off the chart because
people have richer jobs, they’ve got a broader perspective, and they’re focused on
solving problems. They don't feel like hamsters—they feel like they're part of a squad
that’s on a mission.

Jolie Hodson: If you think about getting a product to market the old way, it could
be quite slow, involving an idea working its way through multiple groups. In an agile
setting, you're starting with having all the people in the squad who can largely give
you an end-to-end capability. We even have customers work with us on some of
these squads, too, which exponentially speeds up the time from idea to design to
commercialization.

For example, we've partnered with Network for Learning to provide the fiber
broadband and security layers to 2,500 New Zealand schools. In the past, the design
process alone would take many months, with lots of documents flowing back and
forth before testing or any migration of schools even started. Whereas in an agile
model, we've already designed the new solution, rolled out the proofs of concept for
different-sized schools, and migrated half of the schools in eight months. This would
never have happened at that pace in the past. And it's changed the way we work
with the customer. They didn’t come to the squads to observe—they were coming

to be part of the change, to have tasks and responsibilities like any other squad
member. It helps them refine their own thinking and helps us build a much stronger
working relationship.



Simon Moutter: I'm a crusty old guy from a long way back. [Laughs.] And having
become a believer in agile rather than being born that way, | boil down the advantage
to the fact that a squad can make a single choice off its backlog, and the minute
they do, all ten people are very focused on outcomes delivered in short cycles. And
they hold each other to account; it's the peer-to-peer accountability that delivers

it. They’re empowered by their ability to make choices and get on with it, with a high
degree of confidence that they’re doing the right thing.

Leadership challenges

Jolie Hodson: In a more command-and-control environment, the mind-set is about
working in your narrow center of functional expertise, getting your stuff done, and
moving it to the next area of the business. Agile, by contrast, is very much focused on:
“How do | work across this group to deliver the outcome?”

There’s a fluidity that’s new; you’ve got a 9o-day set of priorities, and at the end of
those 9o days if we haven’t achieved the outcomes then we may not progress the
initiative further. That’s quite different for a leader who is used to having their own
sandbox, where they know the resources they have at the start of the year, and—so
long as they’re doing what they said they’d do—they might otherwise take the attitude
of “speak to the hand.”

Behaviors like listening and collaboration become more important. Curiosity and
openness to other perspectives are critical too. You're creating a little silo of a tribe,
but it’s vital that these tribes work well across the company to get things done

for customers.

Simon Moutter: By and large, decision making in a hierarchy occurs inside business
units. A well-organized business unit will have most of the degrees of freedom it
needs to solve problems, reallocate resources. It doesn’t often have to branch across
to other units to make trade-offs. That’s not the case in our model. Decision making
requires more clarity around priorities, and mechanisms for collaboration.

Joe McCollum: It puts pressure on leaders to be doers. There’s a risk in traditional
organizations that leaders get a lot of status, a lot of control, and they lose sight of
what'’s really going on. But if you're leading a squad, 70 to 80 percent of your time is
working with the people in the squad—it’s not a “stand back,” supervisory role. This
may sound a bit unfair, but the shiny, presentation-orientated leadership skills where
somebody gets up and looks good in a presentation—it doesn’t mean anything here.
It’s the squad—the team—that looks at it and says, “Well, Bob’s a good presenter, but
Bob doesn’t do very much in terms of delivery. Whereas Mary, who's very quiet, gets a
lot of stuff done. If we have a choice, we'd rather put Mary on the team than Bob.”

Becoming an agile top team
Simon Moutter: Most leadership teams in large, complex corporate environments

function more like a working group than a team, because individual accountabilities
tend to prevail over the team dialogue. They each have a business unit, and they’re



consumed mostly by the issues and decisions of that particular business unit. The
overall coordination is a smaller part of the conversation.

Agile is very different. Now, you're the CEO, but you're also part of the leadership
squad. It's an extremely tight team mission; it's hard work, but fun. But it’s not simple
to reset your leadership model. In our town-hall meetings, | used to say that I've been
a hierarchical manager all my life and I'm pretty damned good at it. [Laughs.] And so
this was a big change for me, too, to think about leading in an agile context. It's going
to be challenging to anyone used to calling all the shots.

We work on a 9o-day cycle—what we call the quarterly business review, or QBR—and
what this means for leaders is we must be alert and ahead of the game. We need to
pick up problems early so we'’re not turning up halfway through to do a “rug pull” on a
tribe or squad. | think there’s a lot of sanctity in that “go days of certainty” method—
that every tribe and squad has the right to 9o days of certainty with the QBR. And I'll
admit we've still got a lot of improving to do.

But as we have improved, as squads get results in a self-determining way, it’s very
empowering. When | think of the old adage that true empowerment requires forceful
leadership, the forceful leadership in this model comes from coaching, from helping
provide extreme clarity around what the vision is, what the main strategic platforms
are, and therefore what each tribe’s mission is.

Jolie Hodson: | think for us as leaders, it was quite a vulnerable time, because most of
your career you've worked a certain way. Agile is a great opportunity to learn something
new and develop, but it takes vulnerability to stand up there and say, “I know I'm here
to lead you through this, but I'm learning too.” To use the analogy of baking a cake, in
the past you’d bake the cake, you'd ice it, and just when you’re about to put the candles
on you'd go and share it for feedback. Now, you're still beating the eggs and you're out
there sharing it at this early stage to see what works and what doesn’t.

Diversity—an unexpected benefit

Simon Moutter: | think the single biggest “aha” moment for me was about three
weeks after we had set up our first front-runner tribes, which were the ones getting
the internal learnings to help us on the journey to “flip day” as a company. When we
walked on the floor, | could see the dramatic change that was occurring.

We've always had a diverse organization when you count up the numbers, but like
many organizations it shows up in career groupings. For example, our IT team had

an Indian influence, our marketing and HR teams had more younger women, and

our network engineers were more likely to be older, Caucasian men. And like any
traditional organization, the teams tended to work as compartments. When we saw
them all together, sitting at multidiscipline squads around tables, we realized what

a dramatic change this would be. That moment actually started us down a path we
hadn’t anticipated, to launch a major program around diversity and inclusion. It caused
us to change the way we thought about employment, contracts, pay equity—because
you could see that any unfairness would be exposed instantly in our new model.
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It's been powerful for the organization to really see why inclusivity matters. We had a
diverse organization, but we didn’t have inclusivity right. Focusing on both is just the
right thing to do, and we’ve all been struck by how much better it is when a diverse
squad becomes truly inclusive. They know how to work together as a group, every
voice comes to the table, and it’s extraordinary how much better the outcomes are
and how much better the workplace feels.

Jolie Hodson: Agile by its nature starts to break down barriers between groups,
between cultures. “Where have | come from? What have | done before? Oh, you're
marketing, you must be in the ‘coloring in’ department. You're tech, so you won’t
know anything about what customers want.” Squads break all that down very quickly
because they are your team, your buddies, the ones that you work with every day

to deliver to your customers. And because squads are limited to no more than ten
people and have a clear mission and purpose, everyone has to have a voice. There
isn't a place for anyone to just cruise along.

You can see the change in people as you go through this. For example, at the start, if
| visited a squad with a customer, you'd have some very extroverted people who'd be
happy to jump up and speak to what the squad’s doing. As time went by, the whole
squad could do that really easily. It's great to see that growth in people; it’s not an
unintended consequence, it’s one of the benefits of the approach, but to see it in real
life after around six, seven months of working this way is pretty amazing.

Spark’s next phase

Simon Moutter: It never sat well with me when | left old Telecom in 2008, because |
didn’t feel like I'd left the company in the right shape. That was a significant driver for
me in coming back as CEO in 2012. By contrast, today it makes me proud that we are
genuinely seen by the vast majority of New Zealanders to be part of the solution, not
part of the problem. Spark is seen as a positive company, an innovative company, and
our brand and reputation would be the strongest proof point of that position being
recovered. Over the past two years or so, we've been winning a range of business
awards, a number of which we weren’t even getting nominated for before. We also
have a degree of execution excellence now that has been noticed by investors. We
say it, we do it.

The success is showing up in the “hard” numbers; our mobile market share is up eight
percentage points, to 40 percent, since 2013—a huge turnaround. And it shows up

in “barbecue conversations.” When you are introduced to someone you’ve never met
before at a barbecue or social event, and they ask, “What do you do for a living?”
there’s no need to mumble under your breath anymore and get ready for an onslaught
of criticism. Back then, it was uncomfortable and inevitable that you would suddenly
become the center of attention for all the wrong reasons. Today, people are proud

to say they work at Spark, and the conversation immediately moves to all the new
technology, or even: “Well, can you help me get a job there?”



1

Joe McCollum: Remember, we moved to agile to improve customer experience,
improve speed to market, and, finally, to empower our people, and the hard numbers
are beginning to stack up. From the “soft number” side of things, it’s also been

pretty good. We've improved our customer NPS [net promoter score] results—across
all customer journeys and interactions—and we’ve seen almost a doubling of our
employee NPS scores. In some key areas of the company, our eNPS results are +80—
which is extraordinary.

And we're just getting started. On the agile maturity scale of 1 to 5, in most parts of
the company we're really only at a 2 or 3. We're less than halfway through the journey,
and we're already seeing significant benefits. Once we're further along, there are
doors that will open for us that we simply can’t envisage at the moment—a bit like
a computer game where the next level reveals hidden doors in hidden walls. When
we think of the new business opportunities—whether it’s 5G, streaming, adjacent
businesses—and the world-class customer-service backbone we're building, all
combined with a super-engaged workforce, it’s just such a winning combination.
We're miles ahead of where we were six to nine months ago, and | think we will be
miles ahead again in another six to nine months. I'm very excited about the next
chapter of our story.

Simon Moutter: The next phase for Spark is to move beyond just being about
connectivity. We can’t achieve our purpose unless we support customers with all

the things connectivity is used for—for example, the digital services that help people
run a better business or live a more efficient or amazing life. | think we’ve set up a
foundation to do exactly that. And we've got an outstanding leader in Jolie Hodson to
take hold of the helm. She has been a key part of our journey to date and knows what
it takes, and | think she’ll add great value as CEO from here. It's Jolie’s turn; she’s
earned it, and I'm absolutely thrilled that the board has chosen to run with her. It’s
fantastic for the company and fantastic for her.

““We’re going agile to be agile.’

Which means that we're

not arrogant enough to think
that we’ve got it right from
the outset. We’re totally open
to learn and change.”

—Joe McCollum, HR director at Spark New Zealand
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Jolie Hodson: If | think about where we were even three or four years ago, and

the ways we've evolved from both a customer and business perspective, it’s clear
we've taken a real step forward. We've been creating a foundation in terms of the
infrastructure and the IT, and especially in terms of our people. And if | stand back,
it was our ability to shift from a company that was largely declining to one that’s
growing that | would be most proud to stand behind.

And not only are we growing into our positive financial results, but the perception
around us has changed. We're seen as innovative, ready to try new things. When we
do something, we do it with vigor. People want to be with us, work with us, and that’s
a fundamental change.

We're clear on the strategy we've developed and what we want to continue to do:
focus on the future of wireless, engage our customers in ways that matter to them—
including support and services. We started the journey with Spark Sport, and we see
opportunities in cloud security, data, and other areas as well. And now, when we face
any of these new areas, we have an organization that has the confidence, courage,
and muscle memory to change—and understands that although there’s ambiguity,
change can lead to great new places. I'm excited about the opportunity in front of us—
for our people and our customers, and for New Zealand as a whole. Q
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