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Large scale organizational change is no easy chore.  In today’s world where the half life of change is getting shorter and shorter, there is little room to learn the hard way.  This awareness is what drove the initiation of a knowledge-based Share Group that has become valuable to Houston companies.  Not to benefit just Healthcare, but to add health to the Houston business community.  Do experiences in other industries have applications to Healthcare?  It depends.  Reengineering requires drastic thinking and drastic changes.  Change that will disrupt nearly every part of the organization simultaneously.  Most hospitals are not ready for this.  Subsequently, their efforts lean more toward patient care redesign or a retrofit into existing structures.  However hospitals can learn how to prepare for large scale change if they can listen to companies who have successfully transitioned through this.  The elements needed for change are fundamental regardless of the product or service provided.





CREATION OF THE GROUP


The Director of Management Consulting Services (formerly Management Engineering) at St. Luke’s Episcopal Hospital asked one the senior consultants to begin some Reengineering networking with some of the large businesses in town.  Surely Exxon, Compaq, Texas Commerce Bank and other major industries  had some valuable lessons to pass along.  During this era, Michael Hammer’s book “Reengineering the Corporation”  suggested a blow-things-up mentality  which was good in theory, but difficult to operationalize.  Where were the companies that had made significant gains?  What were their “aha” stories (20%+ improvement), and how did their people make the transition?   Initial networking went slow, but a reference at Texaco USA had a list of business cards of individuals he knew expressed interest in Reengineering.  The most efficient way to share Reengineering knowledge was not one-on-one, but as a group.  





A meeting was set, and in September 93, twenty four cross-industry Reengineering enthusiasts met to discuss the ground rules of future meetings.  There were two and a half  ground rules.  (1 The Share Group would continue as long as there was something of value to share and there is a host willing to support the meeting (2 There was to be no solicitation allowed during the meetings (including the presentation) and (2.5 Chocolate cookies are appreciated.  





St. Luke’s Episcopal Hospital  was the keeper of the database, master of ceremonies in kicking off each meeting and the facilitator of connecting host site facility with the presenters.  A  “Care package”  of mailing labels and “how-to’s” was sent to the host who was responsible for copying and distributing the notices.  The life of the Share Group was to be self sustaining meaning when it ran out of host or presenters, it was time to close shop.  There are no dues, and other than maintaining a mailing list, very little administration.  





Result.  In the past 3 years there have been over 25 presentations.  The mailing list has grown to 300.  Speakers from around the nation have presented to the group. Even the author of a book on Reengineering, Hank Johannson flew down to speak.   There is probably no other compilation of Reengineering related knowledge in the world like it.  The following will be a synopsis of a few of the meetings.  Included are lessons learned and significant results achieved.  There are also two other Reengineering feats presented to illustrate breakthrough thinking.  Decide for yourself if they have relevance.








ENERGY COMPANY CUT STAFF BY 65%


Coopers and Lybrand was illustrating how they help companies move from the As-is to the Could-be state.  What they pointed out was, that in many organizations, management creates and maintains it’s own existence.  In most companies, half of management’s work time is non value added.  It makes little difference to the bottom line.  The customer would not be willing to pay for it.  Their testimonial company, Oryx Energy,  said when they realized this, they eliminated much of the non value work, got rid of half the management staff, then reassigned the value added  duties among the remaining managers.  And they survived.  There was also a surprise benefit.  The line staff that was reporting to the managers had more time available because they weren’t so busy carrying out work  related to the non value added initiatives.





During Reengineering efforts, the “rules of entitlement” or what the employees can expect as benefits change.  You don’t make this level of change without looking under every opportunity for improvement.  Take the manual processing of payroll checks.  They are expensive to print,  so a date was set for all payroll disbursements to be made electronically.  It’s amazing how responsive the work force can be when their pocketbooks are effected.  Think of the millions of dollars wasted in the United Sates on this valueless activity.





Half the accounts payable staff was eliminated.  The main duty of accounts payable is to match invoice with the receiving report.  Oryx Energy said their suppliers had both these pieces after they dropped off their load, so why not make the vendors responsible for sending the two.  The suppliers sure have the incentive to do it efficiently and swiftly.  This change removed half the workload in accounts payable.





The drive to save never ends.  Through outsourcing,  technology upgrade and re-organization, Oryx’s staff decreased from 354 to 125.  Even with a 65% reduction in staff, management is always looking for more ways to save and stay ahead of the competition.





ORDER PROCESSING SLASHED BY 75%


McNutt Publishing reduced its core process of order processing from over four to one day.  The case for action was created by the staff using string art to show the steps an order had to go through and the waste in time as it bounced through each check point.  The process was snarled with what the consultant coined as “Rubeism”  where a complex set of rules had evolved in place of systems thinking. One of the ground rules for all team meetings was to have chips and salsa available.  When suggesting deep seeded change, tempers would get pressed, but it was hard to stay mad when you are sharing salsa.  





Staying focused is a prime directive in Reengineering.  Ideas for change pop up profusely and these could divert the needed energy from the Reengineering effort.  What do you do with these ideas?   How do you give them proper acknowledgment and still stay on track?  Make them “Parking Lot Ideas” .  Acknowledge them as valuable, and place them in a parking lot of great ideas that will be addressed as energies free up from the Reengineering effort.  Another warning.  Originators of great ideas must not hang on so tightly that they miss someone else’s improvement or replacement of the idea.





CYCLE TIME FOR COMPUTER CHIP MANUFACTURING CUT 65%


Some companies are blessed with being in the throes of death to make change happen thoroughly and quickly.  Texas Instruments’ (TI) custom chip development, a multi-national operation, had a 150 + day cycle from order to delivery.  In the fast paced world of computers, a half year wait for the computer chip could be deadly to a company making snap decisions. To Reengineer, they treated their international set-up as if it were all under one roof (a $1 billion project).  The rules changed when they operated under this paradigm.  They were able to get their cycle time down to 54 days.  Their goal is to ultimately get it down to 14 days.  They boiled 2500 measures metrics down to one: order cycle time.  All parts of the company understood their relatedness to this one metric.  Texas Instruments streamlined their systems so that they now process all orders on a first come first serve basis (took pointers from American Airlines’ reservations systems).  This way all their customers get the same expeditious service.  You change how you think when have to operate as if all your customers are treated as if they were the most important one.  TI went from losing $400 million in 1991 to earning $800 million in 1994.   At the end of their presentation, one of the speakers said that  Texas Instruments doesn’t waste as much energy readying staff for change anymore.  The workforce now expects large scale change about every three years.  The company didn’t go through this much pain just to wait around and get passed up by the competition.   





TI’s next endeavor is to “change faster than change” by realigning the organization around “providing” solutions to it’s customers.  Customers don’t care about your model numbers or your specifications, they just want a reliable computerized solution to their  problems.  TI’s Goals: reduce time providing customer solutions by 60%, reduce work in process by 43%.  Their motto is  “Not to be noticed”  which reminds them to be so efficient and reliable in providing solutions that they become transparent to the customer.





LEARNING ORGANIZATIONAL CHANGE FROM MOUNTAIN CLIMBING


The Office of Strategic Innovation parallels the change process with a mountain climbing expedition. In both there are a lot of unknowns, you can’t start out too slow, you can’t finish too fast, you hit stretches where you cover a lot of territory and others where you get bogged down, and in both there must be an uncompromised attitude of making it to the top.  In fact many of the consultants are climbers themselves.  They prepare their Reengineering expeditioners by reinforcing the need for every action to be vectored toward the ultimate goal.  Their war cry was KMF: Keep Moving Forward.  Understand the value of teamwork.  Return to base camp to get reinforcement along the way.  When you hit the bog of no progress, regroup and plan a way out.  When you get to the top, remember it is still dangerous coming back down.  When you look at change as an expedition it becomes an adventure.





A testimonial from one of their clients from Exxon was insightful.  For  a few years Exxon didn’t have the speaker report to anyone.  His job description: Go save money.  It’s amazing what kind of silo busting can take place when you view the organization through those eyes.  The organization refers to him as a “loose cannonball on deck”.  Exxon reported saving millions on the design of drilling platforms through expedition type thinking.  The Office of Strategic Innovation’s latest impossible effort:  they are working with the Navy to create a stealth ship.  Shhh! It’s secret.





A BANK BREAKS DOWN THE WALLS


Humpty Dumpty sat on the wall 


Humpty Dumpty had a great fall


All the kings horses and all the kings men


Couldn’t put Humpty together again





This playful nursery rhyme was used at the end of a Reengineering presentation by Texas Commerce Bank to drive home some valuable points about their change journey.  During their Reengineering effort, 2000 employees generated 16000 ideas which ended up in 1000 projects. Now that’s involvement.  This intensity of change was necessary to get ahead of fierce competition, so a light-hearted mascot like Humpty was needed to rally their ranks around the ongoing presence of change.  Three statements are continually made of this nursery rhyme as they evaluate their processes.





1.  What was Humpty doing on a wall to begin with?  The last thing needed in organizations are walls between departments, functions or hierarchy’s and the customer.  The goal is to meet needs of the customer, not secure the longevity of a function or discipline.





2.  Never, never, never, let the kings horses and the kings men put Humpty back together again.  He will come back looking like an egg.  Using traditional thinking and outdated, unquestioned assumptions to re-piece our processes back together will only render a modification of what we already have.  We need something new.  And that is best done by mobilizing the whole workforce in the redesign process.  If the reliance is only on top management to make the change, success in creating and moving to a new state will be limited.





3.  If Humpty doesn’t fall of the wall, PUSH him off!  We can not stand around and wait for outside forces to push us along to a new state.  We need to lead the competition, not play catch-up.  So don’t just expect change, initiate it.





Their Human Resources manager said their goal is to only perform activities that add value to the organization.  In this light, employee records allows the employee to update their bio fields.  The employees know when they have moved, so they are responsible for pulling up their bio screen and updating it.





In the early 90’s the theme was to adopt and adapt best practices.  The pace has just been stepped up to create and recreate to stay ahead of the competition.  





LEVERAGING TECHNOLOGY TO CUT CAPITAL PROJECT TIME 50%


Sterling Chemical found that many of their capital projects had non value-added activities as high as 77%.  Complexity was high with 18 different functional groups and over 800 hand-offs.  Along with reorganizing from project managers to process owners, Sterling designed a Lotus Notes application to accelerate their projects.  They have installed 400 Lotus Notes seats throughout the organization so that anyone can access the database.  Now,  from idea inception to project completion, there is a template of activities and communication protocol that the process owner considers and tailors accordingly.  Many times upper management wants time to evaluate an idea before it gets too fully developed.  In this interactive database, an executive can give input that a project is not headed in the direction he meant or wanted, and redirect resources before too much energy is expended.     At key points in the project, communication is distributed to key parties to insure all aspects are considered before moving on. Presto!  More simultaneous than sequential review and approval makes the difference.  With this enabling technology, they will be able to double the number of projects completed using the same number of staff.  The intensity of this Reengineering effort required over 60 meetings, 130 interviews, creation of 152 maps, uncovered 867 Red Flags, and produced a half ton of paper documents.  This is not for the faint-hearted.





OPENING ACCESS THROUGH TELECOMMUNICATIONS


If we are out-of-the-box thinkers, we ought to hold one of our Share Groups in a most unconventional manner.  The president of Phonoscope, the pioneer of telecommunications, suggested we learn the power of interactive telecommunications by experiencing it.  The members of the Share Group met in four separate locations in Houston and Galveston.  All sites were linked by optical fiber cable and in each quadrants of the monitors was a site that the others could interact with (visually and audibly).  It was a trip.  What was intriguing was that this type of interactive telecommunications was piloted in the Texas school systems in the 1950’s.  One teacher in one classroom could teach and interact with three other classes simultaneously.  Do you see a savings in the makings?   The biggest surprise was that one of the participants at the Share Group was a student in one of the classrooms during this era and didn’t realize she was part of this futuristic study.  She said she was motivated to study more and do well with the interactive monitoring.  She remembers the Christmas Pageant where the choirs of each location sang simultaneously.  And this was when Black and White TVs and bobbie socks were in!  Why did this revolutionary technology disappear?  The teachers’ union, NEA, saw the telecommunications as a threat to existing teacher’s jobs and lobbied to Congress to pass a ruling that there will be no interactive telecommunication in the classroom. So a great technology was put on the shelf.





Texas Children’s Hospital showed how they utilize telemedicine to do physician’s rounds in locations that don’t have children’s medical specialties.  They do routine physician and nurse rounds with medical staff in McAllen, Texas as well as a hospital in Saudi Arabia.  What is amazing, is the delay in signal between Texas and Saudi Arabia is only about a second.  Now that is opening access.  





The University of Texas Medical Branch in Galveston uses their telemedicine program to treat inmates at the prison units in Huntsville, Texas.  Think of the non-value added time of transporting inmates under guard across the state of Texas.  A half day in time could be expended for a 15 minute examination.  Now the inmate may have nothing better to do, but the person transporting him does.  This is one time when we don’t brag on the size of Texas.  The clarity of the picture is so sharp that the specialist in Galveston can interact with the patient and a technician in Huntsville and the diagnosis is as just as good as if the patient were in Galveston.  





A final note of what fiber telecommunications can do.  At the price of around $300 per seat, an employee can interactively be hooked up to the organization cross town or cross state.  It opens access to new business to and from areas that never was thought possible.  











REVAMPING THE FOOD STAMP PROGRAM -- IN TEXAS


One of the best “aha” success stories saved millions by asking the simple question, ‘what is the purpose of the food welfare system?’.  We haven’t got the State Comptroller to speak to the Share Group -- yet.  For years we have been tied to food stamps, a sort of currency for getting food to welfare recipients.  But look at what was wasted just to get food to those who need it.  Millions were spent on printing the food stamps in a manner that couldn’t be counterfeited.  Then millions were spent in transporting these to postal clerks in armored cars.  Then the clerks, behind locked doors, stuffed the appropriate amount of stamps in envelopes and mailed them.  Millions were spent on postage.  It didn’t stop there.   The stores had to collect the food stamps, bundle them and then have them transported by armored car to an incineration point.  Then Texas had to pay to have the stamps incinerated.  These millions had to be spent before a child could even get a cracker put in his mouth.  Then someone asked, is there a better way?  What is the goal here ?  It’s to give government support in food items to welfare recipients.  





The idea of a debit card arose.  For each recipient, the government establishes a credit card account with a spending limit each month that the US  will reimburse participating stores.  Since only food items are chargeable, no money goes to the luxuries of cigarettes and liquor.  All money transfer is electronic which is extremely efficient and hard to trade on the black market.  Subsequently there was a 10% drop in liquor sales in the participating stores.  Surprisingly, there were 10,000 fewer recipients because everyone had to call in to initiate their card and deceased recipients have a hard time doing that.  It’s amazing the waste that was either designed or resulted from the system.  This is a prime example of how creative thinking, rule busting and asking the right questions can add value beyond our expectations.





A TRUE HEALTHCARE REENGINEERING SUCCESS STORY


There were several hospital presentations.  One from St. Vincent’s Medical Infirmary, another from work done at Johns Hopkins Hospital and several from St. Luke’s Episcopal Hospital.  At St. Luke’s, there were improvements noted such as 10% reduction in cost per stay with statistically significant improvement in patient satisfaction.  Healthcare redesign is similar among benchmarked hospitals around the nation, however few have yet to embrace the level of change cited by other industries.  





The best Reengineering story in healthcare unfortunately was not  presented at the Share Group.  It was discovered at a benchmarking conference.  The best-in-class was a health system located in Portland.   If they were the hospital next door, we would all be in trouble.  These are the attributes that gave them their competitive edge.





Community-Centered Values: They decided that their mission extended to the community.  One of their values was that they would not provide any service if it could be done better or less expensive somewhere else in the community.  Even if they could make a significant profit at it, they would not add a service because it would ultimately make the community poorer.





Consolidation:  They consolidated the major HMO, doctors and hospital/clinics under the same board.  The profit or loss of one of these entities was a profit or loss to all.  This was very painful to do.  The director of Nursing, who was well respected, said she would not take on the fiscal responsibility of all three and ended up retiring in disagreement.  They lost many good managers who could not deal with the change.  Another discovery was how financially  responsible physicians became when they realize that the stroke of their pen effected their pocketbooks.  Think of the waste that would be eliminated if the insurance carrier and the hospital and doctors were not in adversarial relations with each other.  All working together for the good of the patient, the good of the community.  That is tough to beat. 





Opening A Community Clinic For Prenatal Counseling-Free of Charge:  It was pure economics.  It was cheaper to provide the counseling to indigent patients than to pay for the neonatal hospitalization of their children.  Twelve percent of these parents had pre-term deliveries that were hospitalized with no insurance coverage.  An ounce of prevention was worth a pound of cure, not to mention the bad debt associated with it.  Many doctors refused to give away their services at the clinic.  However, the CEO stood firm; if the doctors were to remain and practice in the hospital system, they would have to staff the clinic.  They did.  An overall drop in neonatal hospitalization was experienced which went directly to the bottom line.





Drugs to The Retirement Community: In another case there was a clinic that was ineffective helping the retirement community.  The hospital asked how could they help and the only help the clinic wanted was: give us drugs.  Apparently pensions and small funds were causing the retirees to go without medication or take only half the medication to make them last longer.  Providing the drugs to the clinic free of charge ended up expanding the hospital’s value to the community and ultimately reducing preventable complications which cost the hospital in the long run.





The presenter could not express the difficulty they underwent as they evolved from three individual entities to one powerful holistic team.  There were many  good managers that could not withstand the change and she said it often looked like failure in the middle.  But on this side of the change, the choice was right,  and they are a much stronger, supportive and competitive organization in their community.








FINAL NOTE


This Reengineering Share Group has life because the Houston business community is willing to mutually share and discover Reengineering successes and failures together.  Your community may just  be waiting for an invitation, and you may be the one who steps up to make the difference.





A Few One Liners:





You can’t change what you do without changing how you think.  And you can’t change how you think until you think about how you think. Office of Strategic Innovation


Just-in-time thinking is a good philosophy. Office of Strategic Innovation


Come to work each day willing to be fired. Gifford Pinchot


Seven Levels of Work: Do things right, do the right things, do things better, do away with things, do things other people are doing, do things that haven’t been done, do things that can’t be done. Office of Strategic Innovation


85% of our success is skills based, 15% is product based  Dr. Jim Will


Competitive pressures will push BPR, this is not a fad. Hank Johannson


Many organizations talk about wanting a revolution, but faint at the first sight of blood.  Ernst and Young


The answers are within.  Oryx Energy Company


There are plenty heroes during the design, but few survivors after implementation.  Ernst and Young


None of us is as smart as all of us. Sterling Chemical


Learning is getting ordinary people to do extraordinary thinking.  Sterling Chemical


Growth is not the same as employment.  Having people employed doing the wrong thing is a waste. Sterling Chemical


Everyone wants to change, just at different speeds.  The trick is getting them all on the same roller coaster. Sterling Chemical


Freedom is good, but control is better.  Lenin


Change in an organization is like a developing child.  If the physical, educational, social, spiritual sides of child don’t grow together, there is trouble.  Too often our change is just one-sided.  The Gartner Group.


For those administrators who say this Reengineering stuff is not  hard, obviously they don’t eat their own dog food.  Walter Viali


Our reach should always exceed our grasp. Software Engineering Institute


If you need a new process and don’t install it, you will pay for it without getting it.  The Hunter and the Hunted


You can’t be successful at BPR unless your customers’ needs are your motivation.  Texas Instruments


Change Management takes 50 to 70% of the effort and time.  Texas Instruments


Time waste differs from material waste in that there can be no salvage.  Henry Ford


If you cannot offer a better deal, someone else will. Art Robbins


There are only three value disciplines: Product leadership (best product), operational excellence (best cost) and customer intimacy (best total solution) Art Robbins


If you pit a good worker against a bad system, the bad system will win every time.  Rummler Brache


Internal Bechmarking: If Hewlett Packard knew what Hewlett Packard knew, it would have far fewer problems.  Hewlett Packard


Reengineering your organization is like telling someone a good news - bad news story.  The good news is, you are going to lose your leg.  The bad news is, you are going to have to do the surgery yourself.  Duke Rohe








Organizations Represented


Oil: Marathon Oil, Texaco USA, Bechtel, Exxon Chemical, Sterling Chemical, Daniel Flow Products, Valero Energy, Conoco, Panhandle Eastern, BP Exploration, Sell Oil, Fluor Daniel, Dresser Measurement


Consulting Services: Ariel, Anderson Consulting, Ernst and Young, Coopers and Lybrand, Booze- Allen Hamilton, Deloitte and Touche, First Consulting, Sterling, CSC, Goddard Management, Goza and Associates, Front Line Resources, Performance Dynamics, Office of Strategic Innovation, Berger, Sophos, APQC, Logan/Britton, Holland & Davis, Challenger, Gray and Christmas, Cumberland Group


Healthcare:  St. Luke’s Episcopal, MD Anderson, Memorial, Texas Children’s, Hermann, UTMB, Bellaire Hospital, Rosewood Medical, Scott and White, Alcon Surgical, Harris Co. Hospital District, Owen Healthcare


Schools: Rice University, University of Houston, Texas Women’s University, Houston Baptist, Prairie View A&M


Other: Huntman, Burnett, ASI, Kirby, Resource Optimization, Friendswood Development, Strategic Impact, Feeman, Client Systems, Ascom, Customer Focused Systems, Yield Point, FCG, Analyst International, Landmark Graphics, ACI, Jofree, Sterling Banc Shares, Texas Commerce Bank, International Trading, The Institute, ELTU, Outsourcing Technology Solutions, Vastar Resources, Continental Airlines


Information Services: Sybase, Datasol, DRT, Applied Business Technology, EDS, IMG, DRT, BMC Software, Entex Info Services, Triple I, DA Consulting


Public Service:  City of Houston, Postal Services, IRS, Houston Light and Power


Computer: Compaq, IBM











Bio








Duke Rohe, FHIMSS, has improved processes for over 20 years at St. Luke’s Episcopal Hospital in Houston, Texas.  He is also the originator of the Reengineering Share Group of Houston. 
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