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Your Business, Inc. haslearned how to respond quickly to changesin the marketplace by streamlining
operations and business processes through continuous L EAN reengineering activities. With afocuson
people, process and automated systems, a type of workflow fluidity has been founded that has been
unheard of until now. It hasrefined process redesign so well, in fact, that it can change workflow on a
dime and introduce new products faster than ever before.

Michael Hammer, the godfather of business reengineering, suggested in his
groundbreaking treatise, “ Reengineering Work: Don’t Automate, Obliterate’,” that
businesses should raze existing work processes and replace them with new ones that

make better use of modern technology. 1I’m not so sure.

While business reengineering is certainly an important business fundamental, it is better
practiced thoughtfully than with total annihilation in mind. After all, businesses are
comprised of people, like you and me. What would | do if someone came along and
decided to blow my business unit to kingdom come? Well, depending on my mood, | just

might decide to hunker down and return fire!

Obvioudly, thisis not the reaction that most management teams are after when they begin
a business reengineering effort. In this white paper, we'll look at some ways that LEAN
Reengineering programs can be executed that will engage, and inspire staff to do their

best work —and not alienate or put personnel on the defensive (see Figure 1).
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Figure 1. Adding LEAN Reengineering to the organization.

Why Bother With LEAN Reengineering?
LEAN reengineering is the process of redefining the way work is performed within a

business. It explores issues surounding what work is performed, how it is accomplished,
when it's done and by whom. It's not unusua for afirm to totally reconstruct its
workflow and reorganize its workers during a LEAN effort (see Nestle” Sidebar for

more).

LEAN Business Process Reengineering (LEAN BPR), asit is sometimes called, can be
adapted to become an ongoing processthat is done continually within organizations as
work is performed. Thisdistinction is vital because LEAN Reengineering is the only
way for business leaders to ready their organizations for the continual transformation
required by the competitive environment of the Best Practices Era that is upon usin the

early 21% Century.
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Best Practices Businessin Action:

One Nestle’: Transformation through LEAN BPR?

In 2002, Nestle” USA needed to consolidate its $6.6 billion operation, as competition brought about
through industry mergers and the emergence of retailer private labels began to eat into the food giant’s

profits. It looked to LEAN BPR to provide part of the solution.

One Nestle” was devel oped in response to the industry challenges. The program introduced a new vision
and strategy for the company. It calls for integrating all of the U.S. brands under one corporate umbrella

and introducing common processes, operating standards and information systems across the concern.

The multi-year transformation effort is off to astrong start. Supply chain efficiency alone (i.e., order
tracking, purchasing, inventory control etc.) has accounted for nearly $325 million in savings since the

inception of the One Nestle” initiative.

By redesigning workflows and shifting the way work is done, Nestle” USA has been able to integrate its
once disparate operationsinto a cohesive and more efficient whole. The Company isclearly a Best

Practices Era enterprise — proactively doing what it takes to stay ahead of the competition.

With that said, there are severa other reasons for organizatiors to seriously consider
embracing LEAN Reengineering. Firstly, the producer / consumer dynamic has changed.
Customers have a wider array of choices than ever before. They don’'t have to accept
shoddy quality or service. Alternatives are widely available in the global marketplace of

the Best Practices Enterprise™ 3.,

Secondly, the game has shifted from mass production to mass customization.
Manufacturers are recognizing that the only way to keep customers is to deliver to their
specifications. Most have embraced quality programs, like 1SO?, in order to grow and

maintain their competitive positions. With the continued advancement of technology,
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even marketing and advertising has become aone-to-one proposition (see Beemer

Sidebar for an example).

The push towards both mass customization and unsurpassed service delivery isleading
businessesto become very focused on forging new relationships with vendors who can be
entrusted with managing outsourced parts of the business operations — affording firmsthe

ability to scale to size and capacity to meet fluctuating demand.

It isimportant for companies to consider reengineering business processes now, because
most business processes were contrived before the advent of the more sophisticated
automated support tools that are currently available. While many firms tweak work
activities by piling automation on to them, most should redefine their processes before

automating them

Indeed, LEAN Reengineering is an essential ingredient in positioning Best Practices Era
organizations for success in the exciting times that lie ahead. Workflow organization and
design needs to be continual and ever evolving in order to take advantage of the latest

technological advances and to seize market opportunities as they arise.

Global integration customized products/ service offerings and ultraresponsiveness are
the goals shared by every Best Practices Era business. By implementing LEAN

Reengineering, today, firms improve their chances of achieving these goals tonorrow.
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Best Practices Businessin Action:
A Beemer Just for You®

With afocus on one-to-one marketing, BMW is pursuing a personalized direct marketing strategy in the
United Statesfor its Z4 roadster. Mailings feature the carsin arecipient’ s favorite color and the people and

setting of the photos reflect the prospective customer’s particular demographics, aswell.

By taking advantage of the latest printing technologies (HP Indigo Press 3000), Redi-Mail of Fairfield,

New Jersey, BMW'’ s direct marketing vendor, can customize the 32-page color brochure for each addressee
by age, sex, income and favorite color. The marketing piece is further customized by the inclusion of a
personalized note that suggests (from previously gathered information about the recipient) why the person

might consider the purchase of the Z4.

While the payback on the investment in this one-to-one marketing effort is still unclear, BMW is expecting
to doubletypical recipient response to the mailing. Nonetheless, this technique of speaking to potential
customers asindividuals and creating personalized direct marketing to targeted individualsis a Best
Practices Era practice that is sure to catch on as consumers sophistication continues to grow and their

demands continue to become more discerning.

The Keysto LEAN Reengineering
Change is aways difficult to implement and the scale of change that LEAN

Reengineering effort imposes on the work environment can be quite dramatic to everyone
involved. When LEAN Reengineering is fully institutionalized within a firm, it will have
become an important element of the company’s culture and will inform its work setting

for evermore. After all, success is about creating an environment of continual rebirth
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within the enterprise (see Cummins Sidebar for an example of a firm that has embraced
the concept).

Best Practices Businessin Action:
LEAN BPR at Cummins®

Cumminsis adesigner and manufacturer of high performance diesel engines and electrical power

generation systems. Headquartered in Columbus, Indiana, the firm has operations all over the world.

A few years ago, Cummins embraced the notion of continuous processimprovement. It chose to
implement LEAN Six Sigma Statistical Analysis as the underpinning of itsBPR methodology. While Six
Sgma has a heavy statistical analysis bent, seeking to measure process inputs, outputs and documenting
variances as a means for determining actions for change, it does provide the measurement tools needed to

assist firmsin discovering process improvement opportunities.

Clearly committed to changing the culture and establishing a new way of doing business, Cummins has
trained thousands of its staff membersin the Sx Sgma methodology. Over 1000 LEAN Six Sigma
proj ects have been completed worldwide. The Company has achieved almost $400 million in corporate

savings through the efforts— a clear indication that the process is working.

The Cummins example is proof positive that LEAN BPR is a Best Practices Era stalwart that cannot be

ignored.

For this reason, arigorous LEAN BPR method must be adopted when first doing the
work needed to jJumpstart LEAN Reengineering. The methodology chosen must be
straightforward and able to deliver quick and lasting results. The key characteristics of a
worthy jumpstart approach include provisions for:

? Building the “ right” team;

? Edablishing the “ right” setting;
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?  Conducting thorough Business Modeling;
? Performing thorough Process Analysis;
? Redefining the Value Sream Chain, and;

? Creating necessary Transition Plans

Let’s examine these elements in more detail.

Building the “Right” Team

The project team is possibly the single most important determinant of successin a LEAN
Reengineering effort. There are severa roles that must be played and played well, in

order for the project to have any hope of having a lasting effect on the business.

The team must be led by an experienced LEAN BPR facilitator. The work can not be
done by smply reading about how to do it in abook. Experience does count here. You
need someone who's done their time in the trenches and can anticipate the trials and

tribulations that are typical in a LEAN BPR engagement.

While a strong facilitator is a key to success, surrounding the leader with some strong
playersis also extremely important. These players can be classified into three broad

categories that we will call Saffers, SMESs and Business Analysts.

? Saffers are people from the business area that can seek and retrieve important
information about the business that is needed by the team to do its job. Because
they’re from the business area, they know where to find items like sample work

documents, policy and procedure manuals and job descriptions.

?  SMEs (short for Subject Matter Experts) are usualy business professionals, but,
can aso be consultants. These individuals put together all of the work products

and recommendations that will be delivered. Not to be confused as clerical
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assistants, the SVIEs grind out content. They must be skilled at writing thorough

business reports and preparing convincing management presentations.

? Analystsstudy organizations. Specificaly, they study the way work is done by
businesses and try to identify better waysto do it. Usually outside Management
Consultants play thisrole. But, they can come from the business area, too.

Objectivity and business experience is the key to their effectiveness.

Keep in mind that the LEAN BPR team doesn’'t have to be large. In fact, afour or five
person team tends to be most effective. But, the best LEAN BPR teams have a sprinkling
of all of thiskind of talent. When ateam islucky, some of its members are strong
enough to play more than one role.

Establishing the “Right” Setting

Business reengineering work is a combination of fact gathering, synthesis and analysis.
Fact gathering is best done in a workshop setting where information can be freely
expressed and supplemental opinions can be sought from the business expertsin
attendance. Synthesis and analysis, on the other hand, is best done by the LEAN BPR
team in private — where issues can be discussed and conclusions drawn without

interference by concerned parties not specifically on the team.

With that said, it is recommended that a LEAN BPR project room be established that can
be used exclusively by the LEAN BPRteam. It should be large enough to conduct
workshops with business people, have plenty of wall space for posting information

gathered in workshops and provide personal work space for each member of the team.
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Because this “war room” will be ateam member’s home away from home, basic office
equipment (e.g., telephones, personal computers, printers and fax machines) should be
available for use by each member. Access to copying machines, office supplies and
administrative support is also important, especially during “crunch time” when team

members are busy producing the final deliverables.

Business Modeling
Business modeling is a technique for defining the boundary and scope of a business

reengineering effort. Itsaim isto determine the workflow within each business area
within the enterprise and to discover both the internal and external correspondents that

each business area interacts with in the course of executing its basic mission.

A business model diagram, like the one in Figure 2, is built for every functional area and
it reflects this information. These models are built by the LEAN BPRteam whilein

workshop with subject matter experts from the business community.

As you can see, the business function being reengineered, in our example, sitsin the
middle of the diagram and the internal and external business correspondents are
represented along the periphery. The workflow is defined as the flow of information

between the business area and its correspondents.

Additional information about the business area like, throughput volumes, production
datistics, process triggers and average turnaround times, for example, can also be
captured as the diagram is being developed. This datawill provide valuable insight into

the inner workings of the business areas comprising the firm and will help the team
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determine how to best begin its LEAN Reengineering effort of introducing continual

workflow redesign within the enterprise.
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Figure 2. Sample Business Model Diagram

Process Analysis
The heart of any LEAN BPR methodology is its approach for analyzing the business

processes that underpin the business. The fina LEAN BPR change recommendations are
only as good as the project team’s ability to discern the facts about the way work is
performed and what can be done to improve it. Therefore, the process analysis approach

has to be solid for the subsequent LEAN Reengineering effort to be worth anything at all.
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Process analysis begins by reviewing the business models that were created earlier in the
launch effort. The project team, in essence, tries to poke holes in the model and identify
aternative ways to get the job done. It reviews the facts and statistics gathered and

distinguishesweak points and improvement areas within each of the business models.

Frustration can set in without an organized way to go about this kind of analysis. Much
pain and heartache can be avoided by applying a predetermined ard integrated set of
guestions concerning who, what, where, when, why and how. It is through appropriate
examination that breakthrough improvement opportunities can be identified for the

business (see WellPoint Sidebar for an example of how solid analysis can payoff).

A project team can quickly draw conclusions about the status of a particular business

process by exploring questions like:

& Who does it today? & Who else could do it? & Who should do it?

= Whenisit done? & When could it bedone? = When should it be
done?

= Whereisit done? & Wherecould it bedone? = Where should it be
done?

The process analysis approach used can and should include 70 to 80 such questions. A
dialogue focused on these questions can lead to additional ones focused on work material,

personnel and measurement practices.

With the answers to these kinds of questions in tow, the LEAN BPR team can begin to
consider aternative ways to design the workflow and organization of the business.
Experience has shown that a value chain depiction is the best way for ateam to present

itsinitial recommendations for change.
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Best Practices Businessin Action:

Attacking Claims Leakage at WellPoint’

WellPoint was clearly overpaying its health claims and needed help. It began amajor LEAN BPR
initiative aimed at looking for ways to streamline the claims handling process and achieve the cost savings

that the management team knew existed.

The overpayment of health claims (known as “leakage”) is amajor challenge for most insurers, routinely
accounting for millions of dollarsin inappropriate claims. Factors, like these highlight the problem:

?  Duplicate submissions;

?  Payment of uncovered charges,

? Lack of Benefits Coordination, and;

? Inaccuracy in contract usage

Comprising nearly 85% of the cost structure, inappropriate claims have a direct impact on gross margin and

profitability.

The LEAN effort conducted within the California division of WellPoint was able to determine its major
causes of leakage, to identify cost-effective solutionsto overcome the problems and to devel op a multi-year

plan of attack to remedy the situation.

Through a combination of automation and process i mprovements the firm has been able to reduce claim
leakage by $65 million. The WellPoint experience exemplifies how awell -directed BPR initiative can pay
dividends. It servesasliving proof to other Best Practices Era businesses seeking ways to cost-effectively
compete in a highly competitive marketplace, where margins are tight and costs are a determining factor for

SUCCESS.
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The Value Stream Chain
A value stream chain is a graphical representation of all of the work that must be done by

a business or work area in order to provide its goods/services (i.e., “value’) to its
customers. It is avauable means of presenting a normalized view of the business. Itis
free from redundancies and nonvalue added work activities. An observer can clearly see

how work activities can be strung together to forge a new, high-quality process design.

A value stream chain should be built for each business area. These models are valuable
for presenting new and different ways of thinking abou an enterprise. Because value
stream chains are independent of existing organizational structures, staff and work
locations, they are less intimidating to the management and staff that have a vested
interest in the status quo. These players are less likely to resist any recommendations for
dramatic change in their area of the business, if it comes in an objective, nonthreatening
way (see Bangkok Bank Sidebar for an example of how LEAN BPR work can redefine

the way a business is organized).

Value stream chains are comprised of Conceptual Operations Groupingsor COGs
COGs are generic bundles of work, which have been stripped free from any association
to the current work environment. Like the cogs in a machine, these COGs make the
value stream chain work. In fact, we can think of avalue stream chain asreadly just a

network of COGs (see Figure 3).
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Best Practices Businessin Action:

Rebuilding Bangkok Bank through BPR®

Bangkok Bank isthe largest bank in Thailand and one of the largest in Southeast Asia. With foreign
competitors like Citibank and Standard Chartered eating up the local competition, the Bank hasto stay alert

and focused.

In 2001, the concern embarked upon an ambitious L EAN-based business redesign program. Its focus was
to realign Bangkok Bank’s entire branch structure — reorganizing its 500 branches and introducing a shared

services model to reduce costs and enhance its purchasing power.
In just three years, the Bank was able to:

?  Restructure around customer segments, providing ways to deliver better service and enhance customer
loyalty;

?  Placefocus on sales and services (and away from the simple transaction processing mentality that was
in place prior), improving revenue and profitability, and;

?  Introduce performance scoring as a means of transforming the culture towards results-focused
measurement.

By so doing, Bangkok Bank’s stock price rose over 23 percent, loan growth exceeded that of its

competition and the concern returned to profitability for the first time since the Asiafinancial crisis of the

late 1990s— a certain indication that LEAN BPR work is worth the investment for today’ s Best Practices

Era organization.
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Figure 3. Sample Vaue Stream Chain Diagram

Asyou can see from the figure, a value stream chain is organized into five components,
or categories. All the work performed by any organization or work area can be grouped

into these five basic categories:

? Plan - which contains a collection of COGs that support the planning activities

within abusiness area;

? Staff - which contains a collection of COGs that support staffing activities

within abusiness area;
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? Train - which contains a collection of COGs that support training activities

within abusiness area;

? Perform - which contains a collection of COGs that support the core work

activities within a business area;

? Support - which contains a collection of COGs that are performed in the

support of al the other COGs in the value chain?

The figure presents a sample from the claims department of a major insurance company.
Notice that the COGs have no reference to the typical functional areas or business units
that one would find in a Claims Department, and that no chain-of-command can be

inferred from the value chain’s depiction of claims processing.

What's not readily perceptible from the figure is that this value stream chain represents a
major departure from the way the company originally viewed its claim handling function.
The LEAN BPReffort that was performed there made the Department’ s staff “think out

of the box” and truly redefines itself —which iswhat LEAN Reengineeringis al about.

Once the value chains are defined for a business, al of the COGs are thoroughly
documented. The format includes a brief description of the COG, a high-level event
model which depicts the workflow within the COG, and separate discussions of the

related people, process and technology issues that underpin the COG.

Once fully documented, the value stream chain represents the LEAN BPRteam’s

recommended work environment. All that is|eft to do is develop the plans for the
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projects that are needed to actualize this target work setting and institute a process for
continual change.

Transition Planning

It's not unusual for hundreds of issues to be uncovered and documented through the value
stream chain development effort. These issues are then synthesized and translated into
new project initiatives for the company. It’s through the execution of the identified

projects that LEAN Reengineering really takes hold within an organization

It'simperative that the LEAN BPR methodology adopted have a strong transition
planning component within it. Thisway, the LEAN BPRteam will be sure to convert the
open issues it has identified into actionable items through the creation of detailed project

plans.

The project planning template should be employed in the devel opment of each individual
project plan. The template provides a standard way of developing the project plans and

renders a common method for defining the intended outcome of each project.

Once the project plans are crafted, they should be prioritized and grouped into
implementation plateaus to form the finalized LEAN Reengineering Implementation Plan.
The resultant LEAN Reengineering Implementation Plan should then be incorporated into

the organization s Srategic Plan.

In this way, the enterprise is able to see where its LEAN Reengineering initiatives “fit”
within the larger context of all of the organization s planned projects. This ensures that
the senior management team is positioned to make informed decisions about where the

organization should invest its time and money.
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How to Make It Stick
Once armed with a dependable LEAN Reengineering approach, an enterprise must set

about incorporating the use of the method into the very core of its strategic thinking. For
it is through business reengineering that an organization is transformed. LEAN
Reengineering provides the means for a business to reinvent itself — something that
businesses will need to do in order to compete in the Best Practices Enterprise™ world.

Let’s probe the rudiments of LEAN Reengineering execution

Embrace the Philosophy
First, we need to raise everyone's awareness of what LEAN Reengineeringis all about.

This can be done in amyriad of ways using some combination of training and the

deliberate use of the communication devices described earlier in the book.

Regardless of the methods employed, the focus of the message should be that LEAN
Reengineering isn’t a choice, but a matter of survival. Stress the fact that, companies that
are actively changing and improving will always fare better than those that are

complacent and locked into existing work paradigms.

Put People Behind It
Next, management teams must put money where their mouthsare. A LEAN BPR-

specific function should be established and staffed by ateam that knows how to provide
LEAN Reengineering services. Most firms go out to the marketplace and recruit
consultants to join the company to drive the creation and management of the function.

However, the new group can be formed around experienced employees, as well.

Nonetheless, by putting people behind it, we send a clear message that the company is

serious about LEAN Reengineering work and that it's willing to do whatever it takes to
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gain the skillsto do it right. Secondly, by making LEAN Reengineering work someone’s
job the company is ensuring that the LEAN Reengineering process will get the attention
it needs to be successfully executed. It really can’t be done to the extent described here
on a part-time basis.

Make It a Standard Practice

Once the organization is positioned to deliver the necessary LEAN Reengineering
services, it’s time to require that redesign work be done. An effective way to jumpstart
this notion is to begin the work by adopting a business principle that requires every new

automation effort to be preceded by a LEAN BPR project.

New automation projects always include some form of fact gathering about the business
requirements for the new system. A LEAN BPR effort done at this point in a project
could yield far-reaching results for the business and will certainly shed additional light on

the automation needs of the enterprise.
Further, it makes sense to do a LEAN BPR review when:
? Introducing new products/services to the marketplace;

? considering strategic options like outsourcing, commercializing interna

departments and mergers/acquisitions, and;

? reorganizing departments within the enterprise.

Showcase Results
Lastly, we' ve got to promote the value of LEAN BPRwork across the enterprise. This

can easily be done through the proper leveraging of the communication vehicles
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described earlier. How successes are promoted is not as important as ensuring that they

are promoted. Just do it!

Remember that peopl€'s reactions to, and acceptance of, wholesale change will follow on
atypical Bell Curve Some staff members will embrace it immediately; some will resist
it aslong as possible, most, however, will wait and see if the company is truly committed
to the change. By showcasing results as they are gained, a firm helps the staff caught in
the middle of the curve to jump on board sooner than they might otherwise. With some

luck, businesses may even win over some of the detractors, too.

In Closing
LEAN Reengineering work is never done. Instead, an enterprise that is committed to

continuous improvement is truly awork in progress. With a LEAN BPR programin
place, these organizations are constantly evolving and changing in new and exciting
ways. A LEAN BPRculture emerges and quality and improvement in al that is done

becomes an important company value.

So, to close, let’s not annihilate. There's a better, more thoughtful way to go about
business reengineering that still provides the gains that are needed and positions

tomorrow’ s Best Practices Enterprises™ to seize the moment as opportunities arise.
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