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A new phenomenon ?
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Some definitions
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= Michael Hammer:
"The fundamental analysis and radical redesign %%
of business processes to achieve dramatic %

Improvements in critical measures of




Why Business Reengineering ?
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* Global markets/competition
 Cost reduction
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Why Business Reengineering ?
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e Customer requirements
e Customized products




What does 1t mean ?
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Abandoning long-established procedures and
looking afresh at the work required to create a
company's product or service.




A lot of elements come In
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Value chains, Value Systems,
Time compression management,




The dimensions of Business Reengineering ¥
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Strategies
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— Business Strategy
— Organization Strategy



(Business) Processes
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— Key processes

— Value adding
— Determined by customer needs




Technology
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— New technology & new methods
— Technology as "enabler", not "improver" //'i‘&
— Acceptance of technological changes /




People

REDWOOD RESEARCH

= The most critical factor
— Align work force with strategies
— Adress people within their environment




Links to theory
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— Organization theory
 Organization structure
e Division of labour




Business Reengineering




Scientific Management
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Frederick Taylor, 1911




Administrative Science
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— Oliver Sheldon, The Philosophy of
Management, 1926

— Henry Fayol, General and Industrial




Bureaucracy
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Pathologies
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* No responsibility for a whole process.
o Vertical flow of process-related information.




|_ateral relations
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Purchasing
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Business Process
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Business Process Approach
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What Is a business process ?
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“A process Is a structured, measured set
of activities designed to produce output




Why process focus ?
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e Customer focus.
 Improved coordination.




Word for the day !
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“To persist with slash-and-burn
downsizing, along W|th the sort of




From hierarchy to flat organization
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Removed middle Flattened

Hierarch o
4 management organization




What 1s value ?
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Total value = Product value +
Added value

Added value Cycle time
N\ Cost

Product value




M. Porter’s value adding chain
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Support activities

Primary activities
© 1985 by Michael Porter



The industry value system
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© 1985 by Michael Porter



Process levels
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* Meta-process
(Primary & secondary act.)




Six stage reengineering life-cycle
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Envision
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Envision
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* Management commitment throughout
the entire change process.




Initiate
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Organize
Reengineering
Team

Set

Performance
Goals




Initiate
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e |dentify involved groups.
 Multiplicity of competence.




Diagnose
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Diagnose
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e Document processes
e |dentify owners




Redesign

REDWOOD RESEARCH

Explore

Alternative Design
Designs Human Res.

_ Architecture
Design

New
Processes

Select
IT Platform Prototype




Redesign
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e |terative design process
o |dentify required skills/training
e Cycle-times, frequency, volume




Reconstruct
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Install
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Reorganize




Reconstruct
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e Successive IT replacement
e Away from tailor-ware




Monitor

REDWOOD RESEARCH

Measure

Performance

Link to

Quality
Improvement




Monitor
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e Financial factors
- Cost, results, etc.
 Non-financial factors




Financlal measures
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- Results

> Business unit
> Product




What 1s measured ?
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Productivity
- Reduce waste, use of resources, etc.




Link to quality improvment
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Performance




Example IBM Credit
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Average: 6 days, up to 2 weeks
Actual work: 90 minutes

Modify

standard Pricing Quote

letter
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IBM Credit after
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