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Business Process Reengineering



* Business Process Re-engineering
' (BPR)

29,

* Introduction

= The most charismatic figure in the reengineering
movement is Mike Hammer,who popularized the

term reengineering in the Harvard Business
Review.

the fundamental rethinking and radical redesign of
business processes to achieve dramatic
improvements in critical contemporary measure of
performance such as cost, quality, service and
speed.

KPI: Quality, Cost, Delivery




* Introduction

BPR reviews all aspects of people,
process, technology and organization
in a single coordinated approach.

* Why reengineering?

Why companies need to implement
reengineering?

Why companies designed inefficient
processes?

€

Many of their procedures were not designed
at all, they just happened.




* Process of ‘just happened’

1. The company founder recognized that he or she did not
have time to handle a chore, so he or she delegated it
Smith.

2. Smith improvised. Time passed, the business grow,
and Smith hired his entire clan to help him cope with
the workload.

3. They all improvised.

4. Each day brought new challenges and special cases,
and the staff adjusted its work accordingly.

s.  The mixture of special cases and quick-fix was passed
from one generation of workers to the next.

iCompany continual success

A company’s current success is usually based
on changes made over the previous five to ten
years, so success today does not guarantee
success tomorrow unless a company is already
thinking ahead.




Three kinds of companies
undertaking BPR

e

. Companies finding themselves in deep trouble
such as:

> Uncompetitive price due to high production/operation
cost.

» Unsatisfactory or limited customer service level
» High defective rate of products or services

Case study of ‘Ford’ in 1980 was a good example.

undertaking BPR

. Companies that are driving along very
smoothly, but see something rushing
forward them in their headlights

>  These companies are not yet in trouble, but have
the foresight to see trouble coming. These
companies have the vision to being
reengineering in advance of running into
adversity.

* Three kinds of companies
2




undertaking BPR

3. The company undertaking reengineering
is in peak condition.

> They have no discernable difficulties, either now or on
the horizon, but their managements are ambitious and
aggressive. Reengineering is an opportunity to further
their lead over their competitors.

» By enhancing their performance, they seek to raise the
competitive bar even higher and make life even
tougher for everyone else.

* Three kinds of companies

* Key words of BPR

= Four key words that characterize BPR:
Fundamental, Radical, Dramatic, Process

Task-based thinking

¥

Process-based thinking

10




Organizing for BPR

1. Identify the need for reengineering and
business vision

2. Obtain the business unit leader’s commitment

3. Identify process to be redesigned

4. Understand and measure existing processes

s. Identify the enabling role of IT and design new
process

6. Specify the technical and social solutions
7. Transform the business processes

11

BPR (Business Process Reengineering)

efinition
Reengineering Work: Don’t Automate, Obliterate (Michael Hammer)
Harvard Business Review (July-August 1990)

Review the flow of business process completely and restructure (re-
engineer) it with IT supports.

Target is office (paper factory: white collar operation).

Toyota Production Syste + Information
(TPS) @ Technology

Business Process Reengineering

29

12




BPR Principles

rinciple 1

Treat geographically dispersed resources as though they were
centralized.

Develop system where information always exist when a person
who needs it.

TPS: JIT (Just In Time)

Withdraw necessary number of necessary items from preceding
process to succeeding process and produce what withdrawn in
preceding process.

TPS: Waiting is waste. (Elimination of 7 wastes In-tray
S—

President
Support
Function

Image scanned
FAX
E-mail

Board Briefing
e

Correspondence)

Mail Room

KPI from Host Computer

297
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Case: Rental Business

| IT (Information Technology) enables you new services.

Average utilization |:'> Big Rental’s utilization
40% TT 70%

Schedule
Optimization

Rental business of

IT 24hours heavy construction
Internet Monitoring machines
+Position information+GPS/Internet +15 staff: 3,000 transactions/day
*Available machines +7,000 machines

*Transportation optimization
*Pricing information

«Sales staff access to the information

29

14



Case: KOMATSU: KOMTRAX

GPS/Internet

N :
Machines are GPS ] g =
geographically dispersed |\ , Satellte/Cell phone

e S

resources.

Centralized information. L aor—so—_
More than 100,000 in N
the world. _
Many machines were not | L2, Modem Iteme
moving in China. Then,
decrease the production avka-3 A (
by changing the T H
production plan.

Heavy machine | EREE-NEN

299
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Case: TSE Order Management System

: COMPUTER FOR ORDER CONTROL

30
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Case: SPA
(Specialty store retailer of Private label Apparel)

‘ Design Production MDistribution Retail
Wholesaler
Trader
| Information | \ Information | | Information ‘ | Information |

_ e-engineering

SPA (Ex. UIQLO, GAP, ZARA)
Retail, Distribution, Production and Design

Necessary information in necessary time

30
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BPR Principles
Principle 2: Capture information once and at the source.
Principle 3: Link parallel activities instead of integrating their results
Principle 4: Have those who use the output of the process perform
the process.
== TPS: Elimination of Wastes completely
Factory in Toyota Knowledge-based activities
Waiting No action due to waiting the information
Motion Useless motion
Transport Simple messaging, -bring file from cabinet.
Process Meaningless business activity, -find the file.
Over production Unnecessary much information
Inventory Too advanced preparation
Defects Mistakes, errors
302
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Capture information once and at the source.

Subcontractor
Factory A
/ (Filling&Packaging)
mulsion
Bulk Subcontractor
Factory B

(Filling&Packaging)

Subcontractor

Lotion Factory C
Bulk (Filling&Packaging)

Total amount shipped of each
product

Total amount received by factories of
each product

v

Computer System checks the above and gives :
alarm when the above becomes false. ‘ ‘ Right Inventory Record

30,
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BPR Principles

rinciple 5

Subsume information-processing work into the real work that
produces the information.

Integrate tasks of processing information with value-added work

TPS: 5W1H (Root cause analysis)
Drill down approach (Executive Information System)
Online Analytical Processing/Multi-Dimensional Database
-Slicing/Dicing/Drilling
Why: Human work, Processing: Computer work

TPS: KANBAN system

304
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Cosmetics Factory (Odawara, Japan)

4F
Gravity

Weighing

*Raw materials (oil, water, alcohol,
fragrance)

- -

Dissolution Tank
+Mixing/heating/with vacuum

*Producing Emulsion and Lotion

1 Filling/Packaging lines

2F I

1IF | @00

Warehouse
«Bottles, caps, packages, etc.

30
21
(1/3)
Case: Transport Order in K-Cosmetics Factory
Filling/Packaging |, Bulk Production
Process Bulk Process
'y
Package, -
Bottle, Case,
Caps,etc. Bulk
Raw materials
Necessary materials
and amounts
Warehouse every 15 minies

and sent into
production

- - just in time

Package, Bottles, ImpOSSibIe
MaF::‘rl;lals (gias’,es, ' by human
Caps, Tubes, labels beings
306|
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Case: Transport Order in K-Cosmetics Facto(lg/y3 )

Before

« 10 staff Progress Control Team
- Calculation of necessary items tomorrow
- Inform it to warehouse by 4:00 PM

» Warehouse staff prepared for transporting orders.

 Schedule changes were informed among them.

After

¢ No Progress Control Team (10 staff)

e Every 15 minutes, computer calculates necessary
items, amount and time and print out
transportation orders to Warehouse and Bulk
production process.

e Order slip
¢ Schedule changes are in the computer.
307
23
) ) (3/3)
ase: Transport Order in K-Cosmetics Factory
Transporting order slip
No. Y-00048 Raw Material Transporting order 99/01/29
Name TSLP  Case 10E
Quantity | Contents | No. of To: Time Product | Remarks
Cases Name
1620 324 F1 09:41 | TSLPLRS No
Fraction
Others
308
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Case: Project Identification Project
Use of Groupware or Dropbox

ondaon

[}
B/ -
Client

Ordinary way: Many waiting

O 0 A0/ Client

2
25
Case: Drill Down approach
--- Product X Product Y Product Z
A A Al | Sales went down |
A12 - hd
AL3 Which area?: B
Ry
- H2l Which distributor
A22 in Area B?: B3
A3 A31 g
B B1 B11 Which retail
B12 under B3?: B32
B2 B21 hd
B3 831 Which product?:
Product Y
B32 v &
B33 No segment fo
.
Lo e Product Y in B32
c2 21 retail shop
C22
2
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BPR Principles

Principle 6

Put decision points where the work is performed and build controls
into the process.

Build-in management process into business process

Fool proof, Work load management, Due alarm, etc.

TPS: “Fool proof/Mistake proofing” : Due alarm

TPS: “Visual Control” : Visualize work load.

Process | sales desk

Enquiry Quotation Procedure

Appraise Proposal Check Inventory

Technical Dept. L:’ ‘Inventory Dept. ‘

'N, _ Reminders
Approve ) ' -Audit Trail
Q?Jztation ‘ Sales Manager ‘ -Management
Report
309
27
Work Flow Automation
Bank Loan Authorization Procedure
i icati Send letter to applicant
Receive Application Forn~‘| Fail credit score pp
Customer Control /’l Customer Contact ‘
Fail credit check /
’ Analyst H Manager |
Run credit check Authorization
31
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BPR Principles

Principle 7

Organize around outcomes, not tasks.

Restructure organization to output oriented one by implementing
multi-skilled worker system.

TPS: “Multi-skilled worker”

Multi-items salesman

TPS: Through production
(Prerequisite of JIT)

Case: Workflow Automation

Multi-skilled teller at a bank

31
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i Proposal Sheet

Improvement
theme

[ Current status ]

"

[ Status after the improvement ]

[ Issues ] [ Solution ]
1. 1.
2.
3.
2.

E 2 3.
[ Causes ]
1.
2.
3.

30




1

Case study for BPR

31

31

BPR (FORD and MAZDA) case

Group discussion

Please read the materials and discuss the following
Issues.

(1) Why did they implement BPR?

(2) What were the results by BPR?

(3) What principles of BPR were used?
=Principles of TPS could be used.

(4) What were their Critical Successful Factors?

31
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Major stages for BPR

(1) Identify the need for reengineering and business
vision
(2) Obtain the business unit leader’s commitment
(3) Identify process to be redesigned
(4) Understand and measure existing processes
“AS-1S”
(5) Identify the enabling role of IT and design new
process
“TO-BE”
(6) Specify the technical and social solutions
(7) Transform the business process
(8) Continuous process improvement

31
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Key to success for BPR

(1) Leadership

Creating a vision, value and climate

BPR fundamentally changes organizational culture.
(2) Shared values

No pain, no gain.
(3) Teamwork at all levels

(4) Constituency relationships, especially with shareholders,

customers and suppliers

(5) Change and the desire to dominate the market

31
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BPR case study (A Bank in Japan)

Improvement
Customer Satisfaction

BPR

g

Re-engineering
business process

Ifnprovenje_‘nt Improvement
Business Efficiency Employee Satisfaction

35

Background for BPR

Get out of the downward trend of profit over the
years and achieve sustainability and growth of the
company

Operating profit (Consolidated)
(Yen 100 million)

2005 2006 2007 2008 2009 2010

2011

36




Framework of BPR

Obijective Improvement of Customer Satisfaction
of To achieve sustainability and growth through
BPR effective provision of financial services
and products
A A
Implementation
of Business Process Re-engineering
BPR
(Strategy, Policy) (@ Optimization of staff arrangement
A
2 Re-arrangement of organization
A

@ Making process effective

37
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Major implementations and their targets

(D Making process effective

@ Usage of UBT-First <Target>
(New terminal)
€ Strengthening of

system collaboration Decrease of processes

# Simplification & at the business branch
elimination of processes (25% reduction)

€ Review rules and
documentations

38



* Major implementations and their targets

@ Re-arrangement of organization

& Transfer of loan process
to headquarters.

& Transfer of documents
storage and checking
processes.

<Target>

Concentration of
business processes at
headquarters

39
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* Major implementations and their targets

@ Optimization of staff arrangement

€ New establishment of

Personal Concierge(PC).

4 Communication
enhancement with
customers

€ Support system at

peak time.

@ Flexible manpower

arrangement with contract

staff and part-time workers

<Target>

Strengthening of
Customer Relationships

(Personal Concierge: from

550 to 700)

40



Mission of PC

Mission of Personal Concierge (PC)

Strengthening relationship with individual customers.

Developing business transactions with new customers
and improving business share in the region.

Developing business transactions by becoming Main
Accounts with existing customers.

Meeting customers demands for fund operation,
investment, etc.

41

Optimization of staff arrangement

Communication strengthening with
Corporate customers (B2B)

Review staff responsible for each
Corporate customer
¥
Expansion of business relationship
with Corporate customers

PN

Developing accounts Deepening relations
with new customers with existing customers

BN /
’ Frequent & intensive visits to customers ‘
¥
‘ Building problem-solution proposal ‘
]

Meeting with customers’ needs
Sustainable and stronger business relationship with customers

42




BPR implementing organization

Implementation by headquarters
BPR strategic headquarters

Top Management

o
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BPR Implementation schedule

Started at
several
branches

o o N NN o

| BPR thru PDCA cycle |

Undertaking> Monitoring | Evaluation Brush up

2012 2013 2014 2015

44



i Outcome of BPR

Customer Satisfaction (CS)

Fast!

Reduction of customers
waiting time by 25% reduction
of business processes

Simple!
Reduction of processes to be
done by customers

Reliable!
Able to cope with various needs
from customers thru PC system

Easy to meet or contact!
Having more frequent interaction
with customers thru PC system

Employee Satisfaction (ES)

Easy to understand!

Improvement of working
environment with support systems
and tools

Smooth!

Improvement of working
environment by simplifying
work and eliminating waste

2o

Satisfaction!

Improvement of working
environment by rewarding against
the job well done

Motivation!
Employees’ efforts lead to customer
satisfaction

45




®O0PA

AsTomobunbHaa kKomnaHua «Popa» - OAMH M3 CaMblX U3BECTHbIX NPUMEPOB ONTUMMU3ALUM
613Hec NpoL.eccoB KOMMNAHUM.

B wHavyane 1980-x rogoB amepuKaHCKaa aBTOMO6M/IbHasA NPOMBILWIEHHOCTb MepeXknBana
aenpeccuto. Pykosoactso «dopaa» cTano AeTanbHO M3yyatb paboty pacyeTHoro ovaena
Hapagy C APYrMMU OTAENaMU C Lenblo CHUXKeHUA usgepxkek. Konnmyectso coTpyaHUKOB oTaena
Tonbko B CeBepHoit AmepuKke npesbiwano 500 yenosek. PyKkoBoACTBO cuMuTano, u4TO
pauMoHanM3aumMa NPoLeccoB M YCTaHOBKA HOBbIX KOMMbIOTEPHbIX CUCTEM MO3BOJIMT COKPATUTL
LITaT COTPYAHMKOB oTaena Ha 20%.

M3yunB onbIT ANOHCKOI KomnaHun «Masaa» dopa pe3ko nepecmoTpen naaH no A0BeAeHUIo
WwTaTa COTPYAHWUKOB oTaena Ao 400 vyenosek. B aHanornyHom otgene «Masgbi» pabortano
Bcero natb b6yxrantepos. U paxe ecnam yyectb, YTO pasmepbl KomnaHuu «Maspga» MeHblue,
cronb 6onblwan pasHuua B abconoTHbIX 3HaueHuax ybeauna dopa, YTO NAaH NO COKPALLEHUIO
YMCNIEHHOCTU 3aHUXKEH MUHUMYM B NATb pas.

Hosol uenbio ®opaa CTano CHUKEHUE YNCAEHHOCTM pacyeTHOro otaena He Ha 100, a Ha COTHM
coTpyaHukoB. Kak 310 caenatb? B nepsylo ouepenb, meHeaKepbl NMPOaHaNU3MPOBaNU Kak
paboTaeTt cywecrsyowas cucrema. OKasanocb, YTO 3aKyrnoyHbll OTAEN BbINUCbIBaN 3aka3 Ha
MOKYMNKY, @ KOMWIO HanpaeAan B pacyeTHbli otaen. lpu nonyyeHuu TOBApoOB OTAEN MO
MaTepuasibHOI YacTu HanpasAA/l KOMUIO aKTa NPUEMKMU B pacyeTHblil oTaen. B cBoto ovepesap,
NOCTaBLUMK HanpaBnan cyeT GakTypy B pacyeTHbii oTaen. Tak NpoaoaKanoch A0 Tex nNop, NoKa
pacyeTHbIi oTAEeN He cBoaMA UHGOPMALMIO C NONYYEHHbIX JOKYMEHTOB U cyeT pakTyp BmecTe.
Mpu cxoxaeHnn nHGopmaumm - BbINUCbIBaN ONnaTy.

Otaen Tpatun 6osbluMe 3aTpaTbl BDEMEHU HA HECTbIKOBKE MHPOPMaLMK, Caydan Koraa 3akas
Ha MOKYMKY, aKT NPUEMKU, 1 UHBOWC HEe CXOAUNUCb. B Takux cnyvasx, pacyeTHblil ByxranTep,
[LO/KEH U3YYnTb NPUYMHBI PACXOXKAEHUA, 3a4epPKMBATb ONNATy, FreHEPUPOBATb JOKYMEHTbI, U B
KOHLLE KOHL,0B «MoA6uMBaTh KOHLbIY.

Kak ynyuwmtb cuctemy? KoHeYHO MOXHO nomoub Byxrantepy uccnegosatb npobnemy 6onee
3pPpeKkTMBHO. HO nydwe Bcero — yCTpaHWUTb MPUYMHBI TaKOW HecTbikoBKM. B utore, ®oppa,
BHeapun «6e3nHBOMCHLINY» npouecc. Tenepb, KOrAa OTAEN NO 3aKynke Hanpas/AeT 3akas, OH
BBOAUT UHPOPMALMIO B OHNAH 6a3y AaHHbIX. OH 6onblle HUKOMY He HanpasAseT KoM o
nokynke. Mpyu nNOCTynieHWM TOBApOB HAa CKNaj, COTPYAHWUK, OTBETCTBEHHbIW 3a MPUEMKY
nposepsaAloT 6a3y AaHHbLIX Ha NpegMeT COOTBETCTBUA HEONayeHHOMY 3aKasy Ha NOKynky. Mpu
NOATBEPXKAEHUM, OH UKW OHA NPUHMMAET UX U BHOCUT ONMepaLUio B KOMMbIOTEPHYIO CUCTEMY.
ECAn Npu NOAy4eHUMM OH He MOXKET OBHapyKUTb HYXHY MHbopmaumio B 6ase AaHHbIX, TO
NPOCTO BO3BpaLLaeT 3aKas. .

Mpu npownoi cucreme, A0 ONiaThbl MOCTaBLUMKY OTAeN Byxrantepumn fonkeH 6bin «noabutb»
14 BXOAHbIX AaHHbIX MEXAY aKTOM Ha Mo/sy4YeHue, 3aKa3om Ha MOKYNKy U uHBolkicom. Hosblii
nogxon notpeboBan COOTBETCTBME MeKAy TPeMA MYHKTaMu: KONMYECTBO 4acTel, eAuHULA



3aKa3a Ha 3aKynKy U akT-npuemku. MHpopmauma aBTOMaTMUECKU CXxogunacb, U KOMMbIOTEP
BbIMUCbIBAN cyeTa A4 onnatbl NOCTaBWMKY. Bonblwe Her HeobxogumocTn 6ecnoKouTbeA
KacaTeNbHO MHBOWCOB, TaK Kak ®opa nonpocun CBOMX BEHAO0POB HE HANPaBAATb UX. PUCYHOK 1
nokasbiBaeT paboTy cTapoit U HOBOW CUCTEMBI.

Takum obpasom, uenovto Popaa CTano paguKanbHOE U3MEHEHUEe U AOCTUXKEHUE Cepbe3HbIX
ynydiweHuin. NMocne BHeApPEHUA HOBOW CUCTEMBI YUCAEHHOCTb NEPCOHaNa pacyeTHOro otaena
KomnaHuu «dopa» cHmM3mnacb Ha 75%, a He Ha 20%, Kak NAAHUPOBANOCb U3HAYaANbHO NPU
npexHen cucteme. A Npu OTCYTCTBUU PACXOXAEHUA MexXay UHAHCOBBIM M MaTepuaibHbIM
YY4ETOM, 3HAUYUTE/NIbHO YNPOCTUICA KOHTPO/b MO MaTepuanbHOM 4YacTu, a ¢UHAHCOBaA
nHdpopmaumsa ctana ropasgo 6onee TOUHOM.

PucyHok 1

Crapas cucrema HoBas cucrema

Purchasing Vendor

Vendor

Purchase order

Receiving
document

Payment

Invoice

Jr Accounts payable
Accounts payable

Tha P s in paystle by 78%, i snd b
Satching is computerond,

Mare than 510 sccounts payable clerks o purchase oeders, g o and invelces and
than isxaed ;
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