
Addressing Disruptions 
in the Banking Sector: 
Creating a Liquid 
Organization

Banks must create value while addressing dramatically 
increasing competitive attacks and disruptions. To effectively 
implement offensive and defensive strategies, banks must 
increase their liquidity—their speed, flexibility, and scalability. 
For banks to increase liquidity they must move towards team 
structures, focusing on value-added products and services, and 
improve their adaptability through transformation, improving the 
liquidity of their delivery, their infrastructure and their people.  
This is a blueprint for increasing liquidity to better create and 
address disruption through the implementation of the  
three “R”s: restructure, reskill and rescale.
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The 
Accelerating 
Impact of 
Disruptions

While industries have always faced disruptions, their speed and intensity have increased as dramatic 
opportunities and threats are created by today’s powerful digital technologies. Digital transformation 
emerges from technology—social, mobile, analytics, blockchain, machine learning and artificial intelligence, 
the cloud, and the “internet of things.” The confluence of these technologies produces both opportunities 
for growth and disruption to existing businesses as it shifts the way in which firms conduct business and 
accommodate digital disruption.

Understanding the Impact of Emerging Disruption: 
The Market Matrix

On the vertical axis, we detail access to assets that can be deployed for a strategy. Typical types  
of assets that a firm deploys are monetary, personnel, infrastructure, systems, and processes.  
The horizontal axis is the speed of asset deployment, that is, how quickly a firm can deploy assets  
to implement a strategy. The two-by-two matrix defines four cells that can be used to study inter-industry 
or intra-industry; our focus is on intra-industry.

Traditional Markets
Small banks typically have few deployable assets, 
though they have higher speed or velocity. In 
contrast, midscale banks have limited deployable 
assets, but, due to structures, are also slower in 
deploying their assets. Large banks have scale and 
therefore more substantial deployable assets—
monetary or personnel, for example—but internal 
culture and processes reduce the speed of asset 
deployment. One of the fundamental aspects of speed 
is that firm speed declines with size. The primary 
drivers for reduced speed are processes and controls; 
inertia; entry costs; and exit costs, due to scale. 

The growth path in traditional banks was quite simple and predictable. Since speed requirements  
were low, the focus was on scale. As the focus was on developing scale, banks traditionally moved 
in a predictable manner: Small banks bulked up to become midsize banks, which bulked up to  
become large banks. Large banks that could deploy assets faster than their competitors became  
high-performing banks.  
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For example, The Goldman Sachs Group, Chase, and BBVA have created online-only banking, using  
their scale to deploy assets.

Traditional Growth Matrix

Emerging Markets
Disruptions in the banking marketplace have become more prominent due to the emergence of “everything-
as-a-service.” Note how many firms provide infrastructure, systems, and processes as a service. The most 
dominant examples of everything-as-a-service are 
in the information technology area, where firms can 
acquire hardware (e.g., Microsoft Azure), software 
(e.g., Fiserv), and people (e.g., Accenture) as a 
service. Firms can also source distribution (e.g., 
Amazon.com), delivery (e.g., UPS), product design 
(e.g., Red Clay Consulting), or sales. Thus, both 
speed and scalability are becoming less of an issue. 
Monetary resources traditionally would have been a 
barrier, but with the rise of venture capital and private 
equity, firms can more easily obtain financial support 
based on their growth prospects. This has changed 
the resource deployment matrix.

Emerging Growth Matrix
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As smaller banks combine access to deployable assets with their traditional advantage of speed,  
they acquire the ability to attack industries. This has led to the emergence of digital disruptors in  
most industries.

Speed has become critical in the emerging business era, with firms seeking to enhance their speed. 
Smaller financial firms have the highest speed and, with easier access to financing, they are most likely  
to be disruptors. The speed of small financial firms is increasing, due to the everything-as-a-service trend. 
Midsize firms are bulking down to increase speed, a critical element in the emerging era of competition.

Disruption has not come to every industry. In industries that have high entry barriers with long time 
horizons, disruptions are slower to emerge. An example is the cruise industry, where all new ship deliveries 
for the next six years have been set, and no additional capacity currently exists. Here, the industry can see 
what competition is on its way a few years in advance. The second category in which disruption comes 
slowly is comprised of industries that are heavily regulated, such as defense, and electric utilities, to name 
a few. Regulations and licensing requirements reduce the level of disruption in this category. 

Emerging Banking Industry Disruption

The banking industry, although somewhat regulated, has been attacked by  
new firms that act as disruptors. Banks are facing increased disruption from
both existing competitors and new-to-market firms. They face disruptions that are 
knowledge-based, network-based, and convenience-based which are increasingly 
fueled by digital technologies. As banks face disruptions, they must become more 
liquid to address emerging market needs.
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Although industries have always faced disruptions, their speed and intensity have increased as dramatic 
opportunities and threats are created by today’s powerful digital technologies. Effectively addressing these 
environments requires firms to increase their speed: faster decision-making, faster delivery, faster product 
development and launch, and flexibility.

THE CONSEQUENCES OF SPECIALIZATION

The traditional strategy to address environmental complexity is to hire specialists and super-specialists 
with expertise in very narrow areas (e.g., compliance). Contrary to the goal of this strategy, however, firms 
become slower and less flexible as the number of specialists increase. 

Organizations become more complex, as specialists often serve more people, and firms must manage  
more organizational relationships. In sum, specialists need to work with a large number of people. This  
implies that specialization leads to more organizationally dispersed partners; this means that specialists  
may delay or ignore the request of a single person. Specialization also increases coordination costs. As more 
people are involved, more handoffs are needed, and more steps are required for any change, consuming time 
and organizational resources. As specialists wait to hear from other specialists, speed and flexibility decline 
(organizing a meeting of specialists also takes time). Finally, specialists are hired for their skills and  
stay in their lane (remain experts in narrow areas) and do not look for new learnings or increasing  
innovation in processes. 

UNDERSTANDING ORGANIZATIONAL FORMS: TRADITIONAL VS. LIQUID

A (Solid) Traditional Organization
Like molecules, people and functions bond together to 
form rigid structures and processes, which decrease the 
speed of delivery. As a result, a traditional organization 
is generally solid with interlocking horizontal and vertical 
functions. These functions generally have different 
goals (e.g., the sales function is revenue driven, and 
the legal function focuses on risk reduction) and the 
incompatibility of these goals increases negotiations, 
which reduces speed and flexibility. Like solids, changing 
the shape (structure and processes) of solid firms 
requires significant energy in terms of people, time, and 
resources. People in solid organizations have structure 
but little autonomy thereby reducing innovation.

A (Gaseous) Unstructured Organization
In contrast to the solid organization, gaseous 
organizations can fill any space but have no structure. 
Like gas molecules, people can form any shape,  
move autonomously, and define their own roles. In this 
unstructured organizational form individuals define the 
role they play. There are no managerial structures in 
gaseous organizations, and individuals self-evaluate 
their performance. Also, there is no coordination  
of strategy or purpose, and therefore, people in  
gaseous organizations have no structure but have 
complete autonomy.
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A Liquid Organization 
To increase strategic speed and flexibility, firms need  
to create a liquid organization. Like molecules in liquids, 
people can move around in a liquid organization, 
forming work relationships based on the needs of  
the firm. Liquid organizations have autonomous,  
self-managed team-based structures, and the 
leadership provides direction and coordination.

The focus of liquid organizations is on speed and 
flexibility, as they can change shape or move in a 
specific direction by changing their effort. Therefore, 
employees have limited structure and increased 
autonomy, both features of a high-speed, flexible,  
and innovative organization.

 
CHARACTERISTICS OF A LIQUID ORGANIZATION: 
EVERYTHING-AS-A-SERVICE

Because speed has become a key differentiator, traditional firms are seeking higher speed to better 
compete in emerging environments. The primary strategy for increasing speed is to design a liquid 
organization. Liquidity is a financial measure that examines the assets (typically cash) a firm can access and 
at what speed. From the financial market perspective, liquidity is how quickly one can get in and out of an 
investment. In an organizational or strategic sense, it is measured as both the amount of assets a firm can 
deploy and the speed at which the firm can deploy those assets. 

The organizational strategic philosophy of liquidity is centered around 
“everything-as-a-service.” In this philosophy, all functions are services, and 
organizations either insource or outsource them to be flexible and scalable,  
based on demand.

CASE STUDY
The Small-Scale Electric Tram Industry vs. the Large-Scale Airline Industry

The electric tram industry runs on specific tracks, requires a dedicated infrastructure, and has 
employees that focus on a single firm (most cities have only one tram service), and is thus 
considered solid. In contrast, the airline industry is a good representative of one that is liquid. 
Airlines lease airplanes, personnel, reservation systems, food services, and maintenance staff, 
which enables them to easily and rapidly start and stop services in a city.

A change in effort in a liquid organization can change the direction of the firm. By changing the number of 
flexible teams working in an area, a firm can have an existing business focus, a balanced focus, or a new 
business focus. Managerial emphasis also changes as the number of teams move in a specific direction. 
The number of teams working in an area can also be changed every 3–4 months, or quicker based on 
strategic needs. 
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A liquid organization is built for speed; therefore, 
liquidity in a large organization allows it to match the 
speed of smaller firms.

With access to deployable assets,  
larger firms can more effectively 
compete in disruptive environments,  
and attack disrupters. By becoming 
faster, more flexible, and scalable,  
larger firms become more  
competitive.

The four core elements of a liquid organization are delivery, infrastructure, people, and geography. 

LIQUIDITY INDEX
The Characteristics of a Liquid Organization

Liquid Delivery 
Faster development and deployment of resources and technology— 
increasing the quality, speed, and innovativeness of delivery across 
the organization

Liquid Infrastructure 
On-demand resources such as external expertise, which increases  
or decreases in scale based on needs

Liquid People 
A workforce designed for flexibility in size, ability, and movement across  
functional boundaries. Dynamic learning, cross-training, and staff augmentation  
are strategies to enhance the liquidity of people

Liquid Geography 
The ability of employees, suppliers, and customers to work from  
any location (place and time)
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LIQUIDITY IN FINANCIAL SERVICES

Market Strategy Associates has developed a proprietary methodology to determine organizational 
liquidity across the four key elements: delivery, infrastructure, people and geography. Using surveys and 
published data, we calculate liquidity on a scale of 1–10, where 1 suggests no liquidity and 10 suggests full 
liquidity. As an example, we present 2018 liquidity scores for a sector of the financial services industry:

Liquidity Score for Financial Services Firms - 2017

Type of Firm Liquidity Liquid Liquid Liquid Liquid
 Score Delivery Infrastructure People Geography

Market Leader 5.2 6 5 4 7

Other Large Firms 3.6 3 4 3 6

Smaller Firms 6.2 7 8 4 5

Disruptor 7.8 9 9 6 6

Interestingly, the disruptor’s liquidity scores were dramatically higher than those of the industry, including 
the market-leading firm. In contrast, as expected, large firms that did not lead the market were non-liquid 
and vulnerable.

STRATEGIC PERSPECTIVES

There has been a call to make firms more ambidextrous. Ambidextrous firms can simultaneously combine 
exploitation (more revenues from current customers and offerings) with exploration (seeking new customers 
and industries with new offerings). Ambidexterity is particularly important for firms that want to pursue 
multiple strategies under the same organizational form. For instance, a firm may wish to “run the business,” 
in which they attempt to increase 
revenue by predominantly selling 
current products to current customers 
and, at the same time, “grow the 
business,” by seeking new customers 
through creating new variants of 
existing products and services. 
Finally, firms may want to “transform 
the business,” by developing new 
processes and procedures, as 
well as new business models and 
organizational forms. 

Increased liquidity is required 
to transition from a “run the 
business” mindset to a “grow 
the business” or “transform 
the business” strategy.
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The Liquidity 
of Banks

SAMPLE AND DATA COLLECTION

Data on the liquidity of banks was collected from 100 executives at U.S. retail banks. The executives were 
randomly chosen from a panel of banking executives, and the survey was administered in June 2019. The 
distribution of surveyed banks in terms of deposits is: 20% have less than $1 billion in deposits, 42% have 
between $1 and $10 billion in deposits, 21% have between $10 and $100 billion in deposits, and 17% have 
above $100 billion in deposits.

The survey consisted of 40 questions aimed at measuring liquidity. The liquidity data gathered was 
supplemented with data on the performance of banks from FDIC, and the data was collected for March 
2017 and March 2019. One of the traditional methods of understanding the effect of liquidity is to examine 
the profitability of organizations. Unfortunately, in banking, as Kristen Regehr and Rajdeep Sengupta at 
the Federal Reserve Bank of Kansas City have demonstrated, the size of the bank (in terms of deposits) 
positively affects profitability. Therefore, other measures of performance were used. We surveyed banking 
executives who suggested that we use annual growth in deposits and annual growth of income as 
indicators of performance. For the banks in the survey, the average annual growth in deposits was 6.91% 
with a range of -22.08% to 62.43%; and average annual growth in income was 28.50% with a range of 
-43.13% to 155.84%.

LIQUIDITY OF BANKS

In general, we found that banks were not liquid. On a ten-point scale, the liquidity scores of the banks we 
studied ranged from 1.95 to 5.66, with a mean of 3.74. The liquidity is lower compared to other industries, 
including financial sectors such as credit cards. The regulatory framework of the banking industry may be 
the reason for lower liquidity.
 
The liquidity scores of the dimensions are: liquid delivery (mean=1.74); liquid infrastructure (mean=3.72); 
liquid people (mean=5.18); and, liquid geography (mean=5.48).

As expected, smaller banks are more liquid than larger banks. The gap was large, and the average liquidity 
score of a bank with less than $1 billion in assets was 4, compared to an average liquidity score  
of 3.34 for banks with assets above $100 billion.
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LIQUIDITY AND BANK PERFORMANCE

Annual Deposit Growth Rate
Liquidity positively affects annual deposit growth, and the correlation is 0.44, which is large and statistically 
significant. In examining the liquidity of bank groups, we found deposit growth rates increase with liquidity. 
The results are dramatic. A bank with a liquidity score of 2 has a negative annual deposit growth rate 
(-1.6%), compared to a bank with a liquidity score of 5 whose annual deposit growth rate is 13.55%.

Annual Income Growth Rate
Liquidity positively affects annual income growth, and the correlation is 0.33, which is statistically 
significant. In examining the liquidity of bank groups, we found income growth rates increase with liquidity. 
We projected annual income growth rates associated with liquidity, and the results are also very positive. 

In general, we found that banks were not liquid but that higher levels of liquidity 
were associated with higher annual deposit and income growth rates. We also 
found that liquid people was the most important dimension, followed by liquid 
delivery and liquid infrastructure.
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National banks 
must take bold 
steps to increase 
their liquidity, 
including the 
outsourcing of 
what were once 
considered 
core banking 
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GARDAWORLD CASE STUDY
Increasing Liquidity Through the Outsourcing of Non-core Functions

In the face of disruption, organizations must become more liquid to increase their speed and 
flexibility, and to focus on value-added products and services. Some banks have increased their 
flexibility through the outsourcing of certain services. A prime example of this is the gradual 
outsourcing of cash transportation and vault services by national banks to third-party providers. 

Traditionally, the handling of currency and the management of customer transactions has been 
a core function of a bank. As a result, banks made major investments in the infrastructure, 
systems, processes, and resources required to manage the full cash-handling chain of custody. 
But consumer habits have since evolved, and cash and cheque transactions have decreased 
dramatically. Banks have come to a crossroads: continue to invest in a declining (but necessary) 
business while also confronting major industry disruptions, or refocus assets and activities to 
capitalize on disruption and create value. 

Bank of America divested its U.S. cash vault network and transferred the accompanying 
workforce to GardaWorld in 2014. Other banks in the U.S. and Canada have taken similar steps 
in recent years, outsourcing cash processing and handling functions. With the dramatic increase 
in competitive attacks and disruptions in the banking industry, the move towards the outsourcing 
of such non-core functions has accelerated, enabling banks to increase their liquidity and refocus 
their assets and activities on more value-added functions. 
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Increasing 
the Liquidity 
of Your 
Organization

Banks can increase their liquidity through the three “R” strategy—restructure, reskill, and rescale. 
Restructuring involves changing traditional organizations into team-based structures to increase liquid 
delivery; reskilling focuses on increasing the dynamic learning capability of banks and its people to increase 
liquid people; and rescaling aims to transform the bank to become more adaptable to increase liquid 
infrastructure. 
 

The “Three R” Strategy

RESTRUCTURE

To increase liquidity, banks need to move from a functional-focused organization to a multi-functional 
organization, which involves teams. Teams are small, autonomous, self-managed, multidisciplinary groups 
with end-to-end control of business tasks. Rather than individual employees being responsible for a  
sub-process, the entire team is responsible for the whole process. Teams are formed of experts in different 
sub-processes, and employees are encouraged to develop expertise in multiple areas. People move 
between teams to reduce entrenchment. The bank organization is also flattened, as teams report to a 
smaller management group. In this structure, leaders take the role of general managers who focus on 
outputs rather than processes or functions. Managers are orchestrators of flexible and dynamic  
interactive teams that achieve the bank’s goals. 

Shifts in Organizational Structure and Processes

Traditional Liquid

Hierarchical Structure Team Structure

Hire for Skills Hire for Attitude, Train for Skills

Management Control of Employees Autonomous and Self Organizing Teams

Focus on Existing Products/Processes Continuous Innovation

Evaluation Focused on Process Evaluation Focused on Outcomes, Innovation,
 Learning, and Contribution

Focus on Management of People Focus on Coordination of Teams
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The introduction of self-managed teams has led to great results in other industries. Bernstein and his 
colleagues, in a 2016 article that appeared in Harvard Business Review, state that with self-managed 
teams, a Volvo plant in Kalmar, Sweden, reduced defects by 90%; FedEx cut service errors by 13%; 
C&S Wholesale Grocers gained a 60% cost advantage over competitors; and General Mills increased 
productivity by up to 40% in its plants.

RESKILL

To increase liquidity, banks and their employees need to focus on dynamic learning. This includes learning 
new things, learning how to do new things, and leveraging new technology.

Changes in Employee Expertise
The shift from a functional organization to a team organization requires a change in employee expertise 
from I-skills to broad T-skills. Bank employees with deep knowledge in one area need to develop 
knowledge of adjacent areas. As an example, to enhance customer experience, salespeople may develop 
expertise in customer service and even in risk management. In looking at the future and the need for 
innovation, as well as the powerful impact of digitization, employee skills will need to include knowledge  
of technology and an ability to innovate. We expect bank employee skills to evolve to broad T-skills. 

 
Reskilling Bank Employees

Banks will need to develop a dynamic learning orientation in terms of facilitating and rewarding learning. 
Banks will also need to select employees who are open to developing broad T-shaped expertise and 
have a learning orientation. This requirement typically favors younger employees, who tend to have a 
higher learning orientation. In response to reskilling imperatives, JPMorgan has started programs to 
assess and reskill employees.
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RESCALE

To increase liquidity, banks need to rescale to foster adaptability. Rescaling is centered around “everything-
as-a-service,” based on demand, which is aimed to make the organization flexible and scalable. A liquid 
infrastructure can be enhanced when the bank continuously performs make-or-buy analyses, based not 
only on financial outcomes but also on intellectual property, speed, flexibility, and scalability considerations. 
Rescaling strategy insources industry expertise and generalists, and outsources basic processes and 
functional specialists. In addition, rescaling strives to provide employees time to enhance their banks’ 
strategic and innovative capacity.

The major shift in banks rescaling to become liquid is seen in the allocation 
of time that people spend on tasks. We divide tasks into three categories. In 
traditional banks, people spend the majority of time performing routine tasks 
requiring low-level thinking. Liquid banks improve these processes or outsource 
them to increase time for tasks that require medium-level thinking and tasks 
requiring high-level thinking such as improving processes, providing innovative 
solutions, and strategizing. This shift allows employees to be more flexible, 
innovative, and strategic, while providing high-quality deliverables at higher 
speeds. They can focus on value-added tasks while other functions can be 
outsourced.

Another significant shift in banks with high liquidity is in the budgeting process. Typically, banks use 
75–80% of their budget to run the business and 20% to grow the business. High liquidity banks have 
moved toward the 50/35/15 rule: 50% of the budget is focused on running the business, 35% on growing 
the business, and 15% is flexible and can, therefore, be allocated to experimentation—or transforming 
the business. The significant shift is in reducing the “run the business” budget from 80% to 50% through 
enhanced efficiencies and using “everything-as-a-service” providers. Projects stemming from the 15% 
budget are few and typically last 6–12 months.  
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Liquid organizations allow banks to address disruptions better. While disruptive forces continue to batter 
industries, banks need to understand market disruptions, and find ways to address them. To achieve this, 
banks must evolve toward a higher form of organization, i.e., a liquid organization. In this white paper, we 
provide a deeper description of markets and the need for speed in banks as well as the characteristics of a 
liquid organization, and strategies to attain this organizational form.

A liquid organization has higher speed, flexibility, scalability and, acceleration; 
it is ambidextrous in that it can effectively address the needs of both current 
and emerging customers. We demonstrated that U.S. bank liquidity dramatically 
affects annual bank deposit and income growth, and we provide strategies to 
increase liquidity. The choice of strategy, people, and organizational forms can 
increase liquidity. Through the implementation the three “R”s—restructure, reskill 
and rescale—banks can successfully increase liquidity to better create and 
address disruption.
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