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For two years, a multi-industry share group has been exploring the tools, techniques and experiences of Reengineering.   How to do it and how it impacted the staff that went through it.  This presentation will be a review of the Best of the programs given.  In wisdom, practices, and dealing with large change in short periods of time.  See how Texas Instruments cut chip production cycle times from 150 to 54 days taking an International operation and treating as if it were under one roof.  Or what happen to Oryx Energy Company when it reduced 65% of their staff and produced the same output.  Go on a Thinking Expedition that simulates and stimulates thinking which saved Exxon millions.  Dozens of companies have shared their successes and failures.  We have found no one consulting group has all the answers.  The warnings and processes given are helpful in any change effort on any level. 








Motivation Behind BPR Share Group


The Houston Business Process Reengineering (BPR) share group was born of a need for St. Luke's Episcopal Hospital in Houston to find out the reality of reengineering.  Duke Rohe of Management Consulting Services Department at St. Luke's began networking a few contacts of consulting companies and reengineering efforts in Houston.  One BPR enthusiast at Texaco had begun creating a list of business cards of those interested or in the process of reengineering at their organizations.  The first meeting notice went out to these people asking if they wished to participate in a mutual sharing of reengineering efforts.  The first meeting was hosted by St. Luke's Episcopal Hospital in October 1993 and was attended by 24 participants eager to share their experiences and gain knowledge of what others were doing.


Mr. Rohe agreed to maintain the administrative duties coordinating the meeting and the hosting sites.  There are two basic ground rules that have been actively followed in that there is no open solicitation during the meetings.  The other is that the Share Group would continue only as long as there was something new to say and organizations agreed to host the meetings.  With that as a start, meetings have been held monthly for a over one year.  The mailing list has expanded from 24 to over 200.  Speakers come from the local Houston area as well as other parts of the nation.  There are no administrative fees and duties for copying and mailing out notices and handouts are assumed by the hosting organization.  The effort has been successful in demonstrating the tools and techniques used in reengineering, as well as the experiences of organizations undertaking reengineering.  It has been a win-win process for each type of participant.  To the consultant, they have an audience of potential clients to show what their methodology, tools and experience can do.  To prove their case, a testimonial from their clients who have been reengineered is often brought in. To the seasoned companies employing BPR , they get to brag about their successes and share lessons learned.  For those considering  BPR, they get a true taste of what they are getting into.  There is a biblical proverb, iron sharpens iron, meaning the strengths of others tend to cause you to be stronger.  This has been true of this BPR information exchange.  No one company or consulting group has all the answers.  Each has emphasis in areas others may not.





Cases From HBPR meetings


 Logan Britton


Kenneth Crane, Director of Information Engineering Consulting at Logan Britton spoke about Logan Briton’s Business Process Engineering (BPE) philosophy and presented a case study of work he did for Human Affairs International (Aetna), a large insurance company.  The mission of the project was to design and implement competitively superior, locally managed behavioral health services through streamlined business processes and leveraged information.  A major part of the project was the definition of specific values, goals and measures for the reengineering task, since the client initially did not have a clear methodology.  A very important lesson learned, which we shall see recurring through all reengineering efforts, is that success is directly proportional to senior management commitment as well as total business involvement.  


Mr. Crane offered Logan Briton’s definition of BPE as a “a holistic approach to align the business with the needs of the customer as well as the direction of the enterprise”.  He further stated that BPE “must bring together the missions, strategies, objectives and long and short range business goals of the enterprise, the information needs associated with this business direction, and the Implementation of Business Processes to accomplish those goals” [9].  The four main elements of BPE in their estimation are 


Redesign core processes


Align organizational structure


Review operating principles and


Improve automated information systems.


An interesting note brought up was in measurements of success.  If there are fewer patients coming through the employee assistance program did it mean they were doing a better job with there patients are were they not reaching all their potential patients.





Texas Instruments


Chick Shoen from TI averred that the TI board established reengineering because three major Information Systems (IS) projects produced in excess of $100 MM in benefits using BPR concepts, while other projects failed.  Hammer and Champy [2] offered three reasons why companies undertake reengineering: desperation, ambition and foresight.  In MR. Shoens opinion, only desperation produces the impetus necessary for success, and TI was able to take advantage of this since they have been “blessed” with two businesses in death throes to provide the necessary motivation for BPR to succeed.  He too bespoke of the importance of senior management commitment as an important factor, and said that the Chairman of TI actively drove reengineering.  He also cautioned attendees to avoid the “internal customer trap”, and to remain focused on the external customers and satisfy their needs.  Since almost 60% of the reengineering effort is spent on change management, TI's current research projects include “managing change” and “linking BPR with IE (Information Engineering).


Janine LeBlanc, from the Center for Excellence at Texas Instruments, stressed the need for always using cross-functional teams.  TI invented semiconductors and has been the market leader for 25 years.  However, the marketplace is changing from commodity to custom chips, and TI’s commodity chip was unable to compete in the custom chip market.  TI studied their process thoroughly over 5 months, and discovered that there was less than 5% value-added activity occurring.  The changes incorporated include:


All manufacturing under one roof, at a cost of $1 billion


All order prioritization eliminated; now using FIFO (First In First Out)


Building commodity chips occurs in gaps in custom chip manufacturing.


The changes were vast and all-encompassing.  The process went from 2500 measurements to a single one- just focus on cycle time because this is what the customer wants.  As a result of their reengineering endeavor , TI has gone from a $200 MM annual loss to a $400 MM profit.  A side note made by one of the TI speakers was the inertia of  overcoming change (which is half the battle) has diminished.  Every three years, everyone  in the organization is expecting a change that will make their work and reporting relation different, so that battle doesn’t have to be refought.





Holland & Davis


Gary Skarke from Holland & Davis (H&D) shared with the group six questions that most people ask about reengineering.


What direction should we take?


How do we communicated that direction?


How do we “manage the trip” (change management issues)?


How can we innovate our products/services?


How can we make quantum leap improvements in our performance?


What about continuous improvement?


H&D takes a “total business perspective”, and the answers to the six questions are tailored to the individual organizations.





InSource Management Group


Ivo Nelson of InSource Management Group (IMG) found that “no matter how much technology a company had, it often still had problems”.  This implies the commandment that technology is not the end-all-be-all that some people make it to be.  Solutions, in order to be effective, must be 50% systematic and 50% people/organizational.  IMG uses a business integration methodology which is akin to that of H&D in that it is a business process plus information technology mix.  Nelson also cautions that Hammer and Champy's “nuke it” philosophy may not always work.  He cited one case where clients saw 60% cost reduction plus increased customer satisfaction, and another case where a petrochemical company achieved an 80% increase in value to the company.





Compaq


Thomas Funk reminded the share group that “If you are not looking for dramatic results, you are not likely to get them”.  He expounded four approaches to BPR


Green field: scrap what you have, usually out of desperation and start over


Leverage points: identify specific critical areas to reengineer.  He cited integrated logistics and delivery to the customer as being leverage points at Compaq.  On the positive side, this model considers legacy systems, but on the negative side, it is difficult to get breakthrough thinking


Package-based: use selected software and build on it


Technology-driven: identify a technology and reengineer around it.


Mr. Funk also provided a number of reasons why reengineering fails, some of which are listed below:


Lack of commitment


Lack of direction


Not focused on REAL customer requirements


Organizational barriers get in the way


Takes too long to pay out


No immediate results or progress


Fear of breaking rules


IT does not support business process


Change management not integrated in process


Under-resource the effort


No dedicated teams


Teamwork is a very important facet of BPR.  One can build teamwork through dedicated work space, full day work sessions rather than meetings, increasing the connectivity of teams etc.  Mr. Funk said that Compaq was unable to do radical redesign because their competition was so great.  If there were a slow down to redesign and implement a radically new process, business lost would happen too fast and be cost prohibitive.





 Texaco


Walter A. Viali from the IS department at Texaco delivered a presentation entitled “The Reengineered is the Organization”.  Mr. Viali is a proponent of “flatter” organizations, and believes that if the organization is not flattened, it is difficult to organize around processes.  He also stated that if the organization is flattened, the IS has to be flattened as well.   A question that comes up from this is whether the process analysis should be undertaken first or whether the organization should be flattened first.  It seems intuitive that analyzing the processes yields information that might be used to flatten the organization and thus should be done initially.  Texaco did exactly that, by analyzing the processes and then rebuilding the organizational structure.  Texaco had noted that too many people were responsible for resource allocation, interaction with the customer and process deployment.  As more people at the bottom of the chain were empowered, the people in the middle of the chain began adding less value.  Few people were able to adequately cover all three areas of responsibility.  The new structure attempts to split the responsibilities so that each topic receives focused attention.  People initially though that the new organization charts would look just like the previous one, except that different people would be in different boxes.  However, the IS organization was completely transformed.  Walter gave up a management position over 70 staff to be the process “owner “ of information and communication..


Mr. Viali argued that one can talk about flattening the organization, but one will not be able to flatten the organization until one goes straight to the lowest level; one has to change from the chain of command structure.


Texaco's Information Technology Department (ITD), in its Vision 2001 philosophy, envisions a future where it will be a catalyst in the reengineering of business processes.  “In 2001, the simple automation of existing processes will no longer provide the kind of return required to sustain competitive position.  Intense competition will demand business processes which can adapt to a rapidly changing environment.  Reengineering is the radical redesign of these processes and their supporting organizations in order to achieve dramatic performance improvements.  The redesign effort will be realized through the innovative use of advanced information technologies such as imaging, expert systems, object-oriented techniques and EDI.  To be successful, organizations must also acquire expertise in managing the rapid change of their processes”.





Pennzoil


Pennzoil began their BPR effort with an analysis of 1100 back office personnel.  They found that the largest single group of approximately 220 people was involved with revenue administration.  Thus they decided to begin with this group, and the scope broadened due to the relationship of this group with sales and others.  They began their project with a phase dealing with process analysis and opportunity assessment, which lasted 3 months.  The design of the reengineering phase took another 3 months, during which Pennzoil found a potential $6 MM in labor savings.  The actual reengineering has been under implementation from October 1993, and Pennzoil envisions a target of $2.6 MM net annual savings.  One of the outcomes of reengineering was the consolidation of sales and distribution, which eliminated earlier conflict in which distribution inhibited sales because this might make distribution less efficient.  Further, they altered the focus of sales from order taking to developing business, and moved to an automated credit scoring method.  The reengineering team found continuous communication critical to the effort.





McNaughton & Gunn, Inc.


McNaughton & Gunn (M&G), having noted that profits were not keeping up with sales, decided to undertake BPR to increase profitability.  They decided to focus on Sales/ Order Entry/ Engineering, and delineated improved cycle time, customer satisfaction and job enrichment for the employees as their goals.  They used string art to flow out the “what is” to prove that change was essential.  Emphasizing the value added portion of each activity in the cycle found most of the time consumed sitting in in-boxes. One major outcome of their reengineering effort was that the number of employees on a single job decreased from eight people to two, and cycle time was cut from 3 1/2 days to less than a single day for most jobs. The other added benefit was they had solved this process as a team which increased implementation commitment and ability to continually transform the process.





4.9. Oryx Energy Corporation


Probably one of the most radical examples presented to the group was from Oryx Energy.  Sherry Derst, General Auditor, told how they reduced their overall staff by 65%.  The process to get there was both eye opening and painful.  She mentioned that things considered as entitlements were eliminated for the sake of efficiency.  For instance, all staff were required to receive paychecks by direct deposit.  Stuffing and distributing checks is too expensive.  Another reengineering idea that reduced half the accounts payable department was placing the burden of matching the signed receipt and invoice on the vendor. The vendors have both of these items  essential for payment, make them do the reconciling. One of the most profound observation was that management tends to create work for subordinates in order to justify its existence.  The true value added (what the customer would pay for) portion of their work was small with little outcome.  When half of the management was removed, the valued added tasks  redistributed and the important jobs still got done.  With fewer managers, there was less work for there subordinates be occupied with.  





BPR: Fad or Formula?


BPR is time consuming and it is painful to peoples’ jobs either though change or through elimination.  After 2 years of testimonials, Mr. Rohe likened the stark reality of Reengineering to receive good news and bad news about your upcoming surgery. The good news is your leg is going to have to be amputated.  The bad news is, you are going to have to do the surgery yourself. 


BPR has had both successes and failures; it is still somewhat unclear as to whether reengineering is here to stay.   It is with this fact in mind that the Houston BPR Share Group decided that it would continue to exist for only as long as there was interest in the business community.  So far, attendees have praised the group and claim that the “lessons learned” from the reengineering efforts of other organizations are very important in their own endeavors.














Presenter:  Duke Rohe, FHIMSS, 


Management Consultant, St. Luke’s Episcopal Hospital





For the past 20 years Duke Rohe has promoted the improvement of quality in Healthcare and other industries.  His most recent achievements is the creation of a cross industry Reengineering Share Group in Houston, which transfers knowledge, tools and experiences of those groping with reengineering.  Group Groping he calls it.  The mailing list has grown from 24 to 200 in one year, there are no dues and speakers come in from around the nation to present successes and failures. Mr. Rohe encourages quality improvement through articles in Healthcare periodicals such as Nursing Economics, Healthcare Productivity Report, QI/TQM, Journal of Clinical Engineering, AARTIMES. Through industry-wide periodicals like Commitment Plus, Continuous Journey, Total Employee Involvement and Productivity he illustrates how Healthcare is tackling quality issues. In the 1995 release of the book entitled Quick Reference For Redesigning The Nursing Organization Mr. Rohe  co-authors a chapter on innovation.














