INTERAMERICAN CONFERENCE ON SOCIAL SECURITY

AMERICAN COMMISSION SON ORGANIZATION AND AMINISTRATIVE SYSTEMS

COMPENSAR

CHANGE AND STRATEGIC PLANNING

COLOMBIA
MAY 2001

1.   THE CHANGE

One of the realities constantly faced by an organization is change.  Along their existence,  corporations evolve due to different circumstances,  some of them evolving from within and some others impelled by the environment in which they operate;  sometimes, in a painful manner, due to external demands, and some others due to their own evolution as an adaptation and accommodation mechanism.  Whichever the reason may be, change is inherent to the organization because it is a living organism that in turn is part of social life.    If this is so, which would be the critical elements  for, to put it so, “managing” change adequately?  It all depends on the underlying model for change.1 


Change as an objective and determination of goals

Within a hierarchical organization and with a highly mechanical conception where change itself is like a project that can be managed, culture is assigned a low value and in a certain way the aspect of the interaction of persons is minimized.  


Change as a cycle

Not everything within an organization is lineal and mechanic;  there may be circular evolutions, but also people, as living beings, have a special role in the processes of change.  The different parts of the organization (functional areas, powers, etc.) have life cycles and gradually change.  What is important for an analysis is to know in which condition each part is, in an attempt to harmonize the whole.

This model assigns high value to individualities, as each one has a different rhythm and a different cycle;  note that there may be “collective individualities” as, for example, specific areas or projects.   In this sense,

_________________________

1  Van de Ven and Poole, Managing Change

communication is differentiating, because each one is in a different situation.  The idea is that, when identifying cycles they can be incorporated in the great cycle of the organization in order to reach common goals and team work, in such manner that different “instigators” are accepted depending on the time they occur.  If there is nor clearness in the concept, the superposition of cycles may generate confusion that brings about a reaction or “boredom” with respect to change.


Change as a balanced organic system

The organization is part of a general environment to which it must adapt and, being a living organism, it does so by means of a process, whether an internal process of constant improvement, or by reaction to the external environment that compels or impels change.

The most famous model was produced by Pascale (McKinsey consultant) with the 7”s” that are the circles or attributes of the organization:  structures, systems, style, personnel, skills, strategy and established goals, all of them interacting with the best balance possible.  Once properly balanced, the organization “learns” and is better prepared for change.


Change as  biologic development

Change  is, due to its parallel with biology, the most dynamic conception and the conception that has less rules, without disregarding structures and organization.  The organization is not only affected by the environment, but it is a part of the environment, it cohabits, it is immerse in the environment and hence change is continuous.  What is mostly interesting is to maintain a continuous learning and to find a certain enjoyment of change.  In other words, it is life and, therefore, although it is necessary to live in an orderly manner,  life must be allowed to flow.

It is important to point out that models are not exclusive and may even be the expression of different times or “leadership” of the organization.  Moreover, some theoreticians set forth how  corporations start with a model associated to objectives and goals and, step by step, in a process of ripening, gradually arrive at a true culture of creativity, learning and enjoyment of change as the essence of the corporation.

Now then, speaking of change, the question arises: change, what for? Or, why?   It is of vital importance to have an orientation or to know the direction and the purpose.  Almost always, dramatic changes are impelled from the outside (markets, competitors, technological innovations that affect my product) in such manner that they question the corporation and promote a process of reflection or reaction to which they accommodate;  it is then that “change begins”:  now we will do this or that.

The first and fundamental step is to become aware of, to know what we search for, in which direction we are moving, and the second global step is to align or inspire and lead the organization to achieve  its objectives.  Thereafter, there are innumerable methodologies to attain uniformity of criteria and enthusiasm, and to start moving.

Then, which would be the critical factors to face change?

Mission:  corporations are integrated by persons, whose interaction is what springs up the idea of organization,   which is always a reality different from the whole of the persons that compose them.  Now then, a vital factor to understand these processes, is to understand the reasons why organizations  are born, and their preservation.  When a human group gets together, it does so with a certain purpose, whether it is constituted in a collective manner or whether it is delimited and established by a leader of a group of founders.  The interesting aspect is that such an objective or purpose is the cement that joins, really  or artificially - depending on the degree of motivation and commitment - the persons that will conform the organization or corporation.

The understanding of something as elementary as the reasons why persons join together, is the basis to preserve the identity of the group and, hence, of the corporation, throughout changes and adaptations, without losing direction.

Summing up:  to preserve the mission-vision, is a fundamental factor to maintain a dynamic and changing organization, because this is what gives the direction and orientation.  This does not mean that vis a vis certain impulses it may even become necessary to change the mission or the original purposes that “summoned” the persons;  it is obvious that the original mission may be changed, which naturally assumes a fundamental change;  but the important fact is that in order to start walking it is necessary to know where to go, that is, to have the mission-vision very clear, although it may be new.

Persons:  Since the bases on which organizations are constructed are persons interacting, their participation and evaluation are essential for the corporate process.    As mentioned before, the result is greater and different  from the whole of the parts, but not for this reason are the persons to be forgotten, because if there is nothing to add up, the result would be zero.

In the light of the above, independently of the fact that some persons may play specific roles (according to diverse theories or models), such as providers or lawyers or actors - or whatever name could be assigned - it is necessary to take into account all the persons of the organization in the aspects that are of their own:  motivation, training, information, etc.

From the aspects related to the persons, perhaps the most difficult achievement is communication, due to its integrity and complexity, which make it not entirely controllable.  Because change always generates fears, doubts, uncertainty, there is a series of presumptions, individual and collective, that tend to become constituted in natural “interpreters” or “impediments”  of the communication purposes that the organization has established.  It is fundamental to take this complexity into account in order to exert the best efforts and to be always ready to review and reinforce or re-orient  according to whatever should become evident. 

A healthy evolution of persons and of their own interaction will give as a result an organization that changes productively and achieves the objectives established.

We will see below how an institution like COMPENSAR has faced change.  In order to have a full understanding, we start from a brief description of today, then fields of analysis are delimited to undertake the evolution of this institution.  Finally, some reflections are extracted as a manner of conclusion.

2.  COMPENSAR TODAY

COMPENSAR is an integral social security institution, born in 1978 within the context of family allowances in Colombia, and was created as a Family Compensation Fund (Caja de Compensación Familiar [CCF]).  Due to the conditions and structure at its creation, it was practically the last to see light, when the other CCFs were already sufficiently consolidated:  most of them founded at the end of the decade of the fifties, that is, they have almost 50 years of existence.  At the end of this year, COMPENSAR will have 23 years of age.

Since its creation, it has maintained a sustained growth which is a testimony of the acceptance of the model of social intervention implemented.  Evolution defines it today as:

Integral Social Security Services, which are manifest in the following fields of action:

· Family Allowances (Family Subsidies) with approximately 700,000 persons covered.

· Previsional Health as EPS, with 450,000 users; also, with  economic contributions close to 50,000 low income persons are financed under what is known in Colombia as the health subsidized scheme.

· Economic Risks,  as an associate of the Administradora de Fondos de Pensiones y Cesantías, Skandia.

· Professional Risks,  by means of a special strategic liaison with Seguros Liberty, mutual institution specialized in this field of social security.

From the statistical and financial point of view, some figures corresponding to the year 2000 are included, which show the results and the present situation of COMPENSAR:

· 5,248 affiliated companies and potential users of the services of the Compensation Fund.

· 279,101 family heads belonging to the above mentioned corporations, for a total population of users of 680,138.

· Persons affiliated to the EPS program: 422,943, belonging to 23,717 corporations.

· Persons covered by the ARS program:  51,372.

· During the year 2000, the population receiving health care was 3’947,662.

· The population covered by the services of the Compensation Fund was 4’039,474.

· The total number of activities performed in all the fields of action of COMPENSAR amounted to 11’539,578 during the previous year.

· As of December 31, 2000, assets amounted to US $99 million, and the patrimony to US $78 million.

· Total income was US $129million, with a social expense of  US $120 million.

What has been the evolution process that has produced this dynamism?

3.  DELIMITATION OF THE FIELDS OF ANALYSIS OF CHANGE

With the purpose of making more understandable the  reflection  with respect to change, it is necessary to make a delimitation to specify the aspects to be analyzed.  Reference will be made to external changes produced by the legislation and its impact in the manner of facing the markets and new competitors.   These, in turn, motivate internal changes both in the organization and in the persons, which is formally manifest in the processes of changes supported by technology.

COMPENSAR is  an institution that defines itself through its Vision, Mission and Values.  In order to express it in some manner, this spinal column has maintained its effectiveness along history and has been the leading thread of both external and internal adaptations.   Although this identity  becomes conscious and shared along the first years until it reaches the form of a formal written document adopted by the organization in the mid of the decade of the nineties, from its start it is already present in the development of the institution.

No doubt, the greatest challenge is to maintain identity through the modifications that are impelled sometimes from the outside, sometimes from within.   As it is only logical between what happens externally and its internal expressions, a relationship is created, in certain occasions synergetic and in certain occasions dialectic, as an expression of a living organism such as the Organization within an also living society.  COMPENSAR participated actively in the legal structuring that would then become “its environment” and that on two occasions  produced naturally  important changes in the organization:  the enforcement of Law 21 of 1982, which introduced structural formality in the family allowance system and in the CCFs and, subsequently, in the discussion and enforcement of Law 100 of 1993 that totally reformed social security in Colombia and gave the CCFs new forms of participation.

4.   THE CHANGE IN COMPENSAR

In this paragraph a brief and fast description will be made of the evolution of COMPENSAR, in an attempt to search for the leading threads of changes in order to have a point of reference that will bring about some usefulness when shared with you. 

Since its foundation and start-up, in November 1978 and until its consolidation at the start of the nineties, there are several traits that determined the evolution of COMPENSAR which in a certain way are an expression of the manner in which change has developed.  Almost always, the detonator has been the external situation marked especially by legal evolution.  At this stage  stands out what could be called the macroinfluence when participating actively in the technical groups that support legal discussions and that led to the enforcement of Law 21 of 1982 that structurally reorganized the family allowance system.

	EXTERNAL VARIABLES
	INTERNAL VARIABLES


	LEGAL ENVIRONMENT

Several norms, developed in the course of time since 1957, regulated in an inarticulate manner the family allowance system.  A movement is started to integrally re-study the system and define a structural legislation.  The result:  Law 21/82  the principal aspects of which are:

Institutionality of the CCFs:
     Private entities

     Non lucrative

     Regional

     Employers and Workers Participation

     Government Controlled:  Superitendency for

          Family Allowance

Services:

55% of the from persons in charge.

Priority to services:  health, nutrition and social      marketing, education,  housing, credit, recreation and other types of marketing.

MARKET
Delimited by two attributes: services and geographic.

From the point of view of services, these are limited to those of the family allowance system, previously defined and hierarchically designed by the law and aimed exclusively at affiliates (formal sector).  In an accidental manner, once in a while voices raise claiming the opening of the system to other sectors of unprotected population.

On the other hand, when defined in a regional manner, the market of the CCFs was circumscribed to its own political and territorial division, that is,  in the case of COMPENSAR, to the Cundinamarca Department.  Although at the time of its creation there were 65 CCFs, they were taken only as a point of reference of the size of income and population.

It was in Bogota, the capital,  where   more CCFs and  the largest institutions of the country were located, as well as those of the greatest tradition together with those of  Antioquia.   It could be said that these CCFs had imposed, with their practice, the model for social intervention of the family allowance.    


	ORGANIZATION

Before the foundation of COMPENSAR, a research was carried out among the potential users, and they set the course:  health.

A social intervention model is established, the principal emphasis of which is health, not only for beneficiary children but, progressively, family coverage was offered.  As an operating principle, the existing social infrastructure was used, not only to become more efficient from an economic point of view, but also to obtain an increased operating flexibility.

In this manner, it starts by offering innovative services within the context:  integral health, through inscription of medical institutions and the integration of a team of professionals who attended the affiliates in their own medical offices.

Social credit was also offered as a result of an agreement with a banking institution of a solidary nature.

Vacational recreation through agreements with hotels or vacation centers;  also, an incipient intervention in urban recreation is being launched.

The initial years will concentrate in a permanent effort to obtain the critical mass of affiliates that could guaranty the subsistence and projection of the newly born CCF.  An organization oriented towards  “customers” is being consolidated as the only way to obtain the acceptance of enterprises by responding, almost in their entirety, to the needs expressed. 

COMPENSAR as an organization, has substantial influence in the discussions of the legislative power that brought about as a result the enforcement of Law 21/82.  One of the fundamental changes was the extension of the compensation system to all the labor  sector;  within this change, an opportunity that was used in a very productive form was the incorporation to COMPENSAR of an important part of the public sector, which gave the organization a social impact stature and a better projection.

In 1984, a strategic planning seminar was held, that became a true organizational target for collective orientation, the principal results of which were: 

-Social impact vocation when projecting        growth.

-Reaffirmation of the emphasis on health and  confirmation of the intervention model in force (taking advantage of the existing structure).

-Creation of an infrastructure in human recreation.

- Participation through primary groups as a structural mechanism of the organization.

-Formalizing of processes.

-Technology as a fundamental tool for development.

PERSONS

The first years of COMPENSAR, since its creation and until its consolidation were “invested” in the construction of a culture and conformation of values as a result of the collective effort to achieve survival and sustained growth.  Although they were never written, the relevant elements are:

-COMPENSAR is a synonym of growth and              dynamics.

-The principal marketing tool is the SERVICE rendered in a personalized and individualized manner.

-The results are obtain by a highly committed team.

-Vis a vis competition that has created a “model”  there is a need to be creative.

-In an incipient manner the need for a systematic effort in quality is becoming conscious.

	
	


The end of the decade of the eighties and the start of the nineties portrait a country violently disturbed by internal events (fight against narcotraffic that became narcoterrorism, growing popular dissatisfaction and wearing out of the traditional political parties), that lead to the summons for a  reform of the National Constitution.  This reform is enforced in 1991, one of its principal effects being the definition of the country as a Legal Social State;  the above, added to an evident crisis in the social security model in force, opens the doors to the possibility of deep reforms in this field.  COMPENSAR participates actively in the discussions, searching that the Family Compensation Funds, as solidary entities, non lucrative and with financial solidity, could be very dynamic actors in the new social scene.  This purpose was attained in the case of economic risks, where they were authorized to become associates of the AFPs created;  they were allowed to have a growing presence in the field of health, both under the contributory regime and under the subsidized regime.  A direct presence in professional risks could not be attained, as this is a field in which it has been necessary to act by means of alliances or agreements.  

	EXTERNAL VARIABLES
	INTERNAL VARIABLES

	LEGAL ENVIRONMENT

Substantial changes in social security were recorded in Law 100/93, the principal aspects of which are:

Separation in the following fields:

 Economic risks (pensions):  establishes two systems, individual savings with solidarity which will be administered by private right specialized institutions (AFP), and the medium premium system with definite benefits, administered by the Government.  The CFFs were allowed to be associates of the former.

Sickness risks:  the EPSs were created to administer, through an insurance, the integral health of the families of salaried personnel.  The CCFs could be associates or direct administrators of the contributory scheme. They were also allowed to be direct administrators of the subsidized regime.  They could also render services directly, IPS.

Professional risks:  Specialized institutions were created.  The CCFs were not allowed to act directly in this field.

Law 21/82, with slight amendments, continued in force.   In accordance with this legal frame, the CCFs could be entities present in different fields of social security.

MARKET

The AFPs and EPSs were defined with national coverage.  The CCFs maintain their regional coverage.  Consequently, since they are acting in different risks, new fields of competition arise and the actors are redefined.

In a generic manner it could be said that all participants in social security and even in the fields related to welfare (for instance, travel agencies, hotels, recreational centers, industries related with entertainment and amusement, etc.) are the new competitors.

The relationship with affiliates acquires a different dimension because there are services with more emphasis on enterprise collective needs (CCF and professional risks) while others have a more individual or as a maximum familiar approach,  (Pensions, health, etc.)


	ORGANIZATION
There is a substantial change in the model of social intervention which results from the following novelties:

Focusing of services:  as a consequence of the legal delimitation of the sources of financing, especially with respect to health and family allowance.

Strategic Alliances:  as a result of a wider field of action, associates or allieds are searched who will improve the presence in the fields of: pensions (Skandia), professional risks (Liberty), and  “Cajas Sin Fronteras”  is  consolidated with other funds to offer care at a national level. 
Direct Service Operation:  in order to have a better control, IPS of its own are created that help the model of health care.  Likewise, its own infrastructure is consolidated in recreation as well as in vacation centers.

Social service tension vs. economy:  legal reforms imply the need to watch the yield closely;  for instance, the possibility of destining resources to the health field is excluded. 

 During 1995 the organization, in an effort towards ample participation, formalizes a strategic planning process in accordance with the vision, mission and values described;  according to the above, it establishes strategic projects and objectives, introducing the culture of indicators to measure  in accordance with each field of action. 

With respect to the strategic objectives, there are three concurrent dynamics that will determine the evolution of the organization:

Structural review of processes:  carried out since 1999, with the support of an external consultant;  a complete analysis was made from a productivity and value added perspective.  It had the beneficial effect of “tapering” but the painful consequence of a decrease close to 20% of the payroll.

Technological Modernization Plan:  use of integral technologic tools (ERP, CRM, Internet, E-buiness) to strenghten relationships with affiliates and to project better services.

ISO 9000 Certification:  at present the organization is advancing in the process of certification according to worldwide class guidelines, an effort that has represented a better conscientiousness of the objectives of each area with respect to strategic objectives, the determination of its chain of values and the establishment of operation indicators that will permit a follow-up vis a vis the affiliates.

PERSONS
There are formal elements established to allow the commitment and permanence of values to be fundamental in the development of persons and, hence, of the organization.  This is achieved through different mechanisms:

Quality University:  A program structured with a five year duration that will attend to the areas of personal development, specific technical  development (related to the position) and general technical development (for instance systems or social legislation).  It has a five year duration and degree projects are presented;  the results are taken into consideration for promotions and evaluation.

Third Millenium Integration Sessions:  carried out with a twofold objective:  inter-functional integration and motivation and consolidation of values.  All executives, including temporary executives, were incorporated, and the leaders of the project were the employees of a professional level.


As a result of the Technological Modernization process and as a consequence of the need to incorporate it harmonically with the strategic development of COMPENSAR,  integral models of operation have ripened to conceive the organization globally.

The left hand graph shows the organization:  the center of our attention is the user focused within a service attitude and commitment.  We interpret as affiliate both the corporations and the workers and their families.  This is the starting point, because it is the needs and expectations that mark the horizon.  They are synthesized in the strategies, which in turn are based on Human Talent and on the Processes.  Only with this interaction can the idea of organization spring up, well prepared and adequate to achieve certain objectives.

The organization is supported by the technology that gives us the knowledge and the necessary tools to move the system.  Finally, as a responsible entity and a part of its environment, we take into account the social and the ecology variables.

The right hand graph represents the form in which technologic tools are conceived to give reality to strategic orientations.  The vertical elements are the service units that have their specific solutions in accord with the typification of each user in particular.  These units are found in two common bases:

· The information necessary to administer the relationship with users and affiliates in order to attend them in an integral manner;  the tool to be used will be a CRM that will give operating  and analytic supports so as to offer a complete and integral approach and attention according to the requirements set forth.

· Administrative support, that has two differentiated levels:  the “back office” as such that represents all the support that is absolutely common to the rendering of the services;  three basic functions are concentrated here:  human resources, finance and logistic support. On the other hand, there is the specific administrative support to each service which, although it can be measured by means of parameters and in certain way homologized, this will not cause the  characteristic of its own to lose their outline.

COMPENSAR aspires, with the tools established and incorporating ample communication channels both with the enterprises and with individual affiliates, to continue its projection towards the future offering clear and opportune responses to the needs of the users.  Finally, this is the reason behind any kind of CHANGE:  THE SATISFACTION OF AFFILIATES.
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FINAL REFLECTIONS

COMPENSAR has had a positive evolution in the course of its history.  In spite of the changing legal environment that impels substantial modifications in objectives and orientations, it has been possible to maintain growth and coherence with the original objectives.  A retrospective reflection enables us to extract critical elements or factors from this evolution together with some of the now existing risks:

Faithfulness to Vision, Mission and Values.

From the start, COMPENSAR was created on the basis of a conception:  to be an instrument of social intervention, with an income redistribution vocation, and with the conscientiousness of having to contribute to the development of the country, specifically in the field of welfare.  This idea has acquired different forms in the course of time, but always centered in the same concept.  This has marked the vocation for growth and the dynamics in the relationship with affiliates.  At present this idea has taken the shape of an “Integral Social Security Entity” that acts in different manners and in different fields, but always unifying services around the affiliates.

Balance between processes and technology

The fundamental of any kind of development is the organization, which has gradually grown around services as a principal objective, but that reaches its formalization through the processes.   In like manner, technology is the fundamental support in the activities of social security, because in no other way would it be possible to handle high volumes of information and great quantities of transactions.  Organizational and technological development cannot acquire autonomy with respect to the purpose itself that is in the long run service and attention to affiliates.

Organization and Persons

The base of an organization are the persons.  It is them who give life and contents to the processes with the adequate technological support, to reach the service objectives.  Hence the importance of persons through different elements:  participation in information and in the construction of objectives;  general and specific technical training that will permit higher productivity;  motivation for internal development and external projection.  Even at difficult downtrend times, the executives were treated with all respect and commitment to find adequate solutions.

In making a reflection on evolution, certain risks and difficulties appear that it is necessary to explain:

Information is never sufficient and complete:  not only in critical or difficult times, but in general in the normal evolution of the organization;  it is not enough to communicate elements of procedures or service information to affiliates and users, but the construction of the culture implies the consolidation of values, principles, norms and guidelines for action.

To achieve the purpose it is necessary to use all possible tools (releases, posters, audio-visual media, oral communication, group communication, etc.) with the conviction that there will always be something more to do in order  to reach the objective.

There are unavoidable personal or organizational costs:  when there are important changes in legislation and in external markets, it is necessary to take measures that may come to be painful and represent strong reductions in personnel or in areas requiring redesigning.  Although good motivation and commitment processes may minimize these effects, it is important to understand that there always will be costs that  necessarily have to be paid.

Technological Impact:  Technology advances at unsuspected speed.  This dynamic makes it difficult to have in hand the complete traditional elements for evaluation:



Cost-benefit



Obsolescence



Strategic focusing on the purpose of the service



Organizational implications

A small dose of intuition is required to respond to the expectations of users without losing the essence of the service.

Growth and quality:  A social security institution, due to its mere nature, is oriented towards growth;  otherwise, it will end by not having a significant impact and hence will tend to lose sense.  But the common feeling says that growth brings about deterioration in the quality of the service and loss of personalization.   This is not a sine qua non condition.  In fact, specific managerial efforts and a clear and committed concern with quality are required, but the truth is that  growth cannot be renounced by raising self-limitations.

Formalization and flexibility:  An organization that grows and adapts, faces the need to formalize its processes and, in some way, this goes against flexibility and creativity.  Managerial ability means finding not only a healthy balance but also determining the moments in which it is necessary to give emphasis to formalization and those in which pre-eminence demands creativity and flexibility.

MAY, 2001
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