Business Process Re-engineering

Based on: Teng, Grover & Fiedler, Business Process
Reengineering: Charting a Strategic Path for the
Information Age,
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Facilitators for BPR
IT
* shared databases
* imaging
Telecommunication
e LANs
e E-mail & Bulletin Boards
* groupware
Others
* Quality movement (continuous improvement V drastic change)

CA441 BPM Business Process Reengineering 20 Sep 2010



Degree of Mediation Dimension of Business Processes

..4—”

" — x ¢ ===
— A

4 4
P P P
Q Q
Q

; ; P

: : T T ) T P
HIGH 6 S 4 3 2 1 Low
(Indirect) Degree of Mediation (Direct)

CA441 BPM Business Process Reengineering 20 Sep 2010



Reducing Mediation through IT

Ford Motor Corp.

* Old process involved 3 functions - purchasing,
inventory and accounts payable

* participated /indirectly
» sequential document flow
* New process uses shared database

e every function participates directly
e 75% reduction in work-force (500 -> 125)
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Functional Coupling Framework of Business Processes

Degree of Collaboration
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Coupling Pattern: Functions participate in the process
sequentially with no mutual information exchange.
Environment: Participating functions are sequentially
dependent and face low level of uncertainty in I/O
requirements.

Example: Sales function (A) sends customer order to
inventory function (B) for shipping.

Coupling Pattern: Functions participate directly in producing
the process outcome with no mutual information exchange.
Environment: Participating functions are sequentially
independent and face low level of uncertainty in I/O
requirements.

Example: Recruiting workers (A) and equipment requisition
(B) participate directly in establishing a new plant with no
consultation between A and B.
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Coupling Pattern: Functions participate in the process
sequentially with mutual information exchange.

I Environment: Participating functions are sequentially

I dependent and face high level of uncertainty in I/O

| requirements.

| Example: Engineering (A) provides manufacturing design
specifications to production (B) with frequent consultation
between A and B.

"

| Coupling Pattern: Functions participate directly in producing
the process outcome with mutual information exchange.
Environment: Participating functions are sequentially

I independent and face high level of uncertainty in 1/0

| requirements.

I Example: Advertising (A) and production (B) directly

| participate in launching a new product with frequent

| consultation between A and B.
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Application if IT in Alternative Paths for Process

Reengineering
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IT creates a “public good”

Resource that can be accessed by many
functions.

* Shared information resource is not "used up” by
usage, and retains its value for other users.

* Provides comprehensive information that facilitates
accomplishment of process objectives on a more
global basis.
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Other enablers

Behavioural & organisational techniques:
e self-directed teams

e process generalists

+ Kodak example
+ IBM Credit
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IBM Credit

IBM Credit Corporation finances the computers, software, and
services that the IBM Corporation sells.

five steps:

1. ona request from an IBM field sales representative an operator in the
central office wrote down the request on a piece of paper.

2. The request sent to credit department where a specialist checked the
client's creditworthiness, wrote the result on the piece of paper and
sent it to the business practices department.

3. The business practices department customised the standard loan
covenant to the client. Special terms attached to the request if
necessary.

4. Request went to the price department where a pricer determined the
appropriate interest rate.

B. Administration department wrote a quote letter for the field sales
representative.
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IBM Credit
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IBM Credit — problems

e Process took six days on average.

e In this time the customer could be seduced
by another computer vendor.

e Request couldn’t be tracked.
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IBM Credit — attempted fixes

e Install a
the sale

control desk, so they could answer
representative’'s question about the

status of the request.

e Instead
next ste
returned

of forwarding the request to the
0 in the chain, each department
the request to the control desk for

logging
again.

e Solved t
time.
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IBM Credit
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IBM Credit - investigation

e Two senior managers at IBM Credit took a request
and walked themselves through all five steps.

e Performing the actual work took ninety minutes.

e The problem was not in the tasks and the people

performing them, but in the structure of the
process.

e IBM Credit replaced its specialists - the credit
checkers, pricers and so on - with generalists.

Now, a generalist processes the entire request
from beginning to end.
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IBM Credit - rationale

e How could one generalist replace four specialists?

e Old process design based on the assumption that every bid
request was unique and difficult to process.

e Assumption false; most requests simple and straightforward:
e Find a credit rating in a database
e Plug numbers into a standard model
o Pull clauses from a file.

e Easily done by single individual supported by an easy-to-use
computer system which IBM Credit developed.

e In most cases, the system provides guidance and data to
generalists.

e In hard cases, help available from a small pool of real
specialists assigned to work in the same team.
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IBM Credit - gains

e Turnaround reduced from six days to four hours.

e Dramatic performance breakthrough by making a
radical change to the process - i.e. reengineering.

e IBM Credit did not ask, "how do we improve the
calculation of a financing quote? How do we
enhance credit checking?" It asked "How do we
improve the entire credit issuance process?"

e In making its radical change, IBM Credit shattered
the assumption that every request needed
specialists.
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