


ffirs.indd   viffirs.indd   vi 10/26/09   12:18:26 PM10/26/09   12:18:26 PM



White Space Revisited

ffirs.indd   iffirs.indd   i 10/26/09   12:18:15 PM10/26/09   12:18:15 PM



Join Us at
Josseybass.comJo

Register at www.josseybass.com/email 
for more information on our publications,
authors, and to receive special offers.

ffirs.indd   iiffirs.indd   ii 10/26/09   12:18:16 PM10/26/09   12:18:16 PM



White Space Revisited
Creating Value 

Through Process

G E A R Y  A .  R U M M L E R
A L A N  J .  R A M I A S

R I C H A R D  A .  R U M M L E R

F O R E W O R D  B Y  P A U L  H A R M O N

ffirs.indd   iiiffirs.indd   iii 10/26/09   12:18:21 PM10/26/09   12:18:21 PM



Copyright © 2010 by John Wiley & Sons, Inc. All rights reserved.

Published by Jossey-Bass
A Wiley Imprint
989 Market Street, San Francisco, CA 94103-1741—www.josseybass.com

No part of this publication may be reproduced, stored in a retrieval system, or transmitted in any form or by any means, 
electronic, mechanical, photocopying, recording, scanning, or otherwise, except as permitted under Section 107 or 108 of the 
1976 United States Copyright Act, without either the prior written permission of the publisher, or authorization through 
payment of the appropriate per-copy fee to the Copyright Clearance Center, Inc., 222 Rosewood Drive, Danvers, MA 01923, 
978-750-8400, fax 978-646-8600, or on the Web at www.copyright.com. Requests to the publisher for permission should be 
addressed to the Permissions Department, John Wiley & Sons, Inc., 111 River Street, Hoboken, NJ 07030, 201-748-6011, fax 
201-748-6008, or online at www.wiley.com/go/permissions.

Readers should be aware that Internet Web sites offered as citations and/or sources for further information may have changed 
or disappeared between the time this was written and when it is read.

Limit of Liability/Disclaimer of Warranty: While the publisher and author have used their best efforts in preparing this book, 
they make no representations or warranties with respect to the accuracy or completeness of the contents of this book and 
specifi cally disclaim any implied warranties of merchantability or fi tness for a particular purpose. No warranty may be created 
or extended by sales representatives or written sales materials. The advice and strategies contained herein may not be suitable 
for your situation. You should consult with a professional where appropriate. Neither the publisher nor author shall be liable for 
any loss of profi t or any other commercial damages, including but not limited to special, incidental, consequential, or other 
damages.

Jossey-Bass books and products are available through most bookstores. To contact Jossey-Bass directly call our Customer Care 
Department within the U.S. at 800-956-7739, outside the U.S. at 317-572-3986, or fax 317-572-4002.

Jossey-Bass also publishes its books in a variety of electronic formats. Some content that appears in print may not be available 
in electronic books.

Library of Congress Cataloging-in-Publication Data
Rummler, Geary A.
  White space revisited: creating value through process / Geary A. Rummler, Alan J. Ramias, Richard Rummler; 
 foreword by Paul Harmon.
   p. cm.
  Includes bibliographical references and index.
  ISBN 978-0-470-19234-4 (cloth)
1. Industrial productivity. 2. Value added. 3. Performance. 4. Organizational effectiveness.  I. Ramias, Alan J., 1947- II. 
Rummler, Richard, 1961- III. Title. 
 HD56.R864 2010
 658.5'15—dc22

2009035519

Printed in the United States of America
FIRST EDITION

HB Printing  10 9 8 7 6 5 4 3 2 1

ffirs.indd   ivffirs.indd   iv 10/26/09   12:18:25 PM10/26/09   12:18:25 PM



GEARY
Once again, for the girl from Ann Street. 

Without you, none of this would have happened.

ALAN AND RICK
To Geary Rummler, exceptional leader, 

patient mentor, tireless innovator, 
wise and generous friend and father.

ffirs.indd   vffirs.indd   v 10/26/09   12:18:26 PM10/26/09   12:18:26 PM



ffirs.indd   viffirs.indd   vi 10/26/09   12:18:26 PM10/26/09   12:18:26 PM



vii

List of Figures and Tables ix

Foreword by Paul Harmon xiii

Preface by Geary A. Rummler xvii

Acknowledgments xix

About the Authors xxi

Introduction 1

PART ONE White Space Revisited 5

 1 The Silver Anniversary of Process 7

 2 Process in a Value Perspective 23

 3 The Value Creation Hierarchy 39

 4 Developing the Value Creation Architecture of a Business 77

 5 Process Management in the Value Creation Context 97

PART TWO Designing or Improving the Value Machine 117

 6 A Framework and Methodology for VCS Design 119

 7 RPM Project Walk-Through: Align, Analysis, Design 141

 8 RPM Project Walk-Through: Commit, Build, Enable, Adopt 177

 9 Other RPM Applications 187

10 Designing Improvement Capability 199

PART THREE Implications 209

11 Process and the IT Department 211

12 Summary 229

C O N T E N T S

ftoc.indd   viiftoc.indd   vii 10/27/09   11:10:38 AM10/27/09   11:10:38 AM



viii Contents

Afterword  235

List of Acronyms 237

Notes 239

Index 245

About Performance Design Lab 251

ftoc.indd   viiiftoc.indd   viii 10/27/09   11:10:39 AM10/27/09   11:10:39 AM



ix

   FIGURES 

  Figure 1.1 The Organization as a System   10

  Figure 2.1 The Four Key Requirements of a Business   25

  Figure 2.2 The Resources Fixation   25

  Figure 2.3 The Value Machine   28

  Figure 2.4 Value Creation Hierarchy   31

  Figure 2.5 The VCH with Performance Goals   36

  Figure 3.1 The Components of a Process   40

  Figure 3.2 Value Creation Hierarchy   43

  Figure 3.3 The Belding Engineering Organization   45

  Figure 3.4 The Value Creation Hierarchy: Enterprise Level   46

  Figure 3.5 The Super - System Map   49

  Figure 3.6 The Primary Processing Systems of an Organization   50

  Figure 3.7 Value Creation System Choices of Belding Engineering   52

  Figure 3.8 Value - Resource Relationship Map   53

  Figure 3.9 The VCH with Contributing Sub - Systems   58

  Figure 3.10 Cross - Functional Value Creation Map   59

  Figure 3.11 Cross - Functional Process Map   64

  Figure 3.12 Process Map with Technology Swimlanes   67

      L I S T  O F  F I G U R E S  A N D 
T A B L E S          

fbetw.indd   ixfbetw.indd   ix 10/26/09   12:20:00 PM10/26/09   12:20:00 PM



x List of Figures and Tables

  Figure 3.13 Resource - Centric and Value - Centric Approaches to Process Defi nition   71

  Figure 3.14 Alternative Views of Business as a Value Machine   72

  Figure 4.1 Templates Used for Value Creation Architecture   80

  Figure 4.2 Example of Business Process Framework   92

  Figure 5.1 Performance Planned and Managed System   98

  Figure 5.2 Detailed Performance Planned and Managed System   99

  Figure 5.3 Work/ Work Management System   100

  Figure 5.4 Managing Two Dimensions   102

  Figure 5.5 Belding Engineering Value Versus Resource Dimensions   104

  Figure 5.6 Performance Planned Process   105

  Figure 5.7 Order - to - Cash Process Performance Data   107

  Figure 5.8 Performance Planned Sequence   110

  Figure 5.9 VCS Performance Data   112

  Figure 6.1 The Past and Future of Process Improvement   120

  Figure 6.2 The Effective Process Framework   123

  Figure 6.3 The VCH and Key Variables Requirements   126

  Figure 6.4 The Human Performance System   129

  Figure 6.5 The Ideal HPS   130

  Figure 6.6 The Technology Performance System   132

  Figure 6.7 RPM Project Structure   132

  Figure 6.8 RPM Critical Success Factors   139

  Figure 7.1 Sterling Publishing Organization Chart   143

  Figure 7.2 Sterling Publishing  “ Is ”  Value Creation System   145

  Figure 7.3 Sterling Publishing  “ Is ”  Cross - Functional Process Map   150

  Figure 7.4  “ Should ”  Design Specifi cations   154

  Figure 7.5  “ Is ”   Versus  “ Should ”  Assumptions   155

  Figure 7.6  “ Should ”  Macro Process Design   156

  Figure 7.7  “ Should ”  Role - Responsibility Matrix (excerpt)   160

  Figure 7.8  “ Should ”  Details Document   161

  Figure 7.9  “ Should ”  Measures Chain   165

  Figure 7.10  “ Should ”  Management Domain Matrix (excerpt)   166

fbetw.indd   xfbetw.indd   x 10/26/09   12:20:01 PM10/26/09   12:20:01 PM



List of Figures and Tables xi

  Figure 7.11 Process Management Tracking   168

  Figure 7.12  “ Should ”  Change Requirements Document   170

  Figure 7.13  “ Should ”  Enablers Chart   171

  Figure 7.14 Macro Implementation Plan   173

  Figure 9.1 A Well - Designed Process   194

  Figure 10.1 Infrastructure to Support the Change Process   200

  Figure 10.2 Improvement Process Overview   203

  Figure 11.1 Example of Functionally Focused Value-  Resource Map   215

  Figure 11.2 The Effective Process Framework   218

  Figure 11.3 Level at Which Workfl ow Mapping Is Performed   221

  Figure 11.4 RPM Methodology with Business and IT Roles     226

   TABLES 

  Table F.1 Rummler ’ s Performance Matrix   xiv

  Table 1.1 The Scope and Range of Process Work   22

  Table 3.1 Role - Responsibility Matrix   69

  Table 3.2 Technology Enabler Chart (excerpt)   69

  Table 4.1 VCA Tool Set   82

  Table 4.2 Insight Team Project Summary   84

  Table 5.1 Director of Finance Function Performance Measures   104

  Table 5.2 Performance Management Routine   108

  Table 6.1 Process Performance Variables   124

  Table 6.2 RPM Design Dimensions Versus EPF Variables   135

  Table 6.3 RPM Detail Overview   136

  Table 6.4 Process Engagement Grid   137

  Table 7.1 Align Phase Pitfalls/Success Factors Matrix   148

  Table 7.2 Analysis Phase Pitfalls/Success Factors Matrix   157

  Table 7.3 Design Phase Pitfalls/Success Factors Matrix   174

  Table 8.1 Implementation Planning Agenda   179

  Table 8.2 Commit Phase Pitfalls/Success Factors Matrix   181

  Table 8.3 Build Phase Pitfalls/Success Factors Matrix   183

fbetw.indd   xifbetw.indd   xi 10/26/09   12:20:01 PM10/26/09   12:20:01 PM



xii List of Figures and Tables

  Table 8.4 Enable Phase Pitfalls/Success Factors Matrix   183

  Table 8.5 Adopt Phase Pitfalls/Success Factors Matrix   184

  Table 8.6 Project Timetable   184

  Table 9.1 Components of Methodology   195

  Table 9.2 Some RPM  “ Methodologies ”                  196

fbetw.indd   xiifbetw.indd   xii 10/26/09   12:20:02 PM10/26/09   12:20:02 PM



xiii

 Businesses have likely been trying to improve processes for as long as there have been businesses. 

One imagines that ancient Egyptian pottery shop owners worried about how to make produc-

tion of pots faster, better, and cheaper. Systematic efforts at business process improvement are 

usually thought to have begun when Fredrick Winslow Taylor published his best - selling book, 

 The Principles of Scientifi c Management , in 1911, just about the same time that Henry Ford was 

revolutionizing manufacturing with his ideas about a continuous production line. 

 Throughout the early half of the twentieth century, industrial engineers carried the torch 

for process improvement and often met at annual Work Simplifi cation conferences. In the 

years following the Second World War, process work came into its own. Factories in Asia and 

Europe had been destroyed in the war and needed to be rebuilt from scratch, and everyone 

wanted to be sure that their new factories were as effi cient as possible. Quality control engi-

neers like W. Edwards Deming and Joseph Juran played a major role in helping companies 

design effi cient processes. In the late 1980s a group of people at Motorola combined process 

work with quality control techniques to create Six Sigma, a popular approach to improving 

the quality and consistency of processes. In 1990, James Womack, Daniel Jones, and Daniel 

Roos wrote  The Machine That Changed the World , which reported on the huge strides that 

Toyota had made and coined the term  lean.  

 In a similar way, the rapidly evolving fi eld of computing led to massive and widespread 

changes in the way business processes were organized. Companies had begun to use comput-

ers to automate their processes in the 1960s. In the 1980s, with the introduction of the per-

sonal computer, automation became available to managers and offi ce workers. In the 1990s, 

gurus like Michael Hammer, James Champy, and Tom Davenport urged companies to reengi-

neer their processes to take better advantages of the improvements that process - oriented 

computer systems could offer. 

      F O R E W O R D
            B  Y   P  A U L   H  A R M O N   
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xiv Foreword

 In addition to the gurus in the quality control and automation traditions, there have always 

been process advocates among business management theorists. Michael Porter, for example, 

is known for his work on strategy and value chains, and James Heskett has led a reevaluation 

of how organizations relate to employees and customers. The leading guru in the manage-

ment tradition, however, was Geary Rummler. 

 Dr. Rummler began his career in Michigan in the 1960s. He earned his MBA and his doc-

torate at the University of Michigan and proceeded, over the course of the remaining decades 

of the twentieth century, to elaborate an integrated methodology for improving processes in 

organizations. 

 In reality, Geary Rummler never focused on processes as such. Instead, he focused on corpo-

rate performance and on how companies could be organized and managed to produce superior 

performance. When I think of Rummler ’ s impact, I usually think fi rst of his performance matrix, 

which is pictured in Table  F.1 . More than anything else, the matrix suggests the scope of Geary 

Rummler ’ s vision. He imagined an organization comprised of three levels: one concerned with 

the organization as a whole, one concerned with the specifi c processes the organization used to 

accomplish work, and one focused on the concrete activities that people and systems performed. 

He assumed that at each level organizations would defi ne goals and measures, create designs for 

achieving their goals and measures, and establish management practices that would assure that 

the designs achieved the desired goals and measures. Thus, although process was extremely 

important to Rummler, it was always just one part of a comprehensive approach to performance 

improvement, and it was important only because it supported the goals of the organization.   

 When I fi rst started working with Geary, in the late 1960s, he was already using fl owcharts 

to describe business processes, although he had not yet arrived at the  “ swimlane ”  diagrams 

that he made ubiquitous when he joined with Alan Brache to publish  Improving Performance  

in 1990. Similarly, in the 1960s, the Activity Level of the Organization Performance Matrix 

was entirely focused on the employees who performed activities. Thus the Activity Level 

focused on how goals were defi ned for employees and how they were trained, managed, and 

motivated to perform their jobs. In the course of the 1980s and 1990s, like the rest of us, 

Rummler struggled to understand the role of computers in modern organizations and to 

incorporate software systems into the Activity Level of the Performance Matrix. 

 Table F.1 Rummler ’ s Performance Matrix 

         Goals and Measures   

   Design and 

Implementation      Management   

     Organizational Level     Organizational goals and measures of 

organizational success  

  Organizational design 

and implementation  

  Organizational 

management  

     Process Level     Process goals and measures of process 

success  

  Process design and 

implementation  

  Process management  

     Activity or 
Performance Level   

  Activity goals and measures of activity 

success  

  Activity design and 

implementation  

  Activity management  
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Foreword xv

 In the 1980s, Geary Rummler joined with Alan Brache to form Rummler - Brache and 

undertook a number of consulting engagements that widely infl uenced how people today 

think of process change. To provide two examples: it was during the 1980s that Rummler 

worked at Motorola, revising processes and teaching the process analysis techniques that laid 

the groundwork for Motorola ’ s subsequent development of Six Sigma, which marries process 

and quality control techniques. In a similar way, IBM practitioners took courses from 

Rummler - Brache and then went on to create LOVEM, an IBM business process reengineering 

methodology that relied on Rummler ’ s diagramming concepts. Today we fi nd those same 

concepts in the latest fl owcharting notation: BPMN. Many would emphasize the swimlanes 

that provide business people with insights into who is responsible for managing specifi c activ-

ities. In fact, the idea of always placing the customer of the process in the top swimlane and 

then diagramming every interaction between the customer and the business process is proba-

bly the more valuable insight. The latest approaches for improving service industry processes 

rely on an ability to model a customer ’ s activities and then change the service business ’ s activ-

ities to create a better customer experience. 

 Geary Rummler achieved widespread recognition in the 1990s. Hammer, Champy, and 

Davenport convinced companies they needed to reengineer but didn ’ t provide much specifi c 

guidance about exactly how processes were to be analyzed and redesigned. Many companies, 

once they decided to commit to reengineering, looked around for a systematic methodology 

and discovered  Improving Performance  and the Rummler - Brache training courses. There was 

an irony here, since Geary Rummler was never a fan of reengineering. He had always advo-

cated a more comprehensive, systematic approach and thought that reengineering ’ s emphasis 

on radical change would be too hard to implement. In hindsight, Rummler was right, but in 

the meantime a whole generation of process practitioners learned to approach process change 

projects using the Rummler - Brache methodology. 

 Rummler sold his interest in Rummler - Brache and retired at the end of the 1990s. Within 

a couple of years, however, he realized, as he once told me, that he had  “ failed retirement. ”  

There were still too many problems he wanted to investigate, too many new insights he wanted 

to incorporate into his performance improvement methodology. Thus, in the early years of 

this decade, Geary joined with a group of colleagues to create Performance Design Lab (PDL), 

a new consulting and training company that provided Geary an organizational base from 

which he could continue to explore ways to improve organizational performance and elabo-

rate his comprehensive approach to performance analysis and organizational design. 

 Geary Rummler died unexpectedly on October 29, 2008. In the year before his death, Geary, 

his son, Rick Rummler, and his longtime colleague, Alan Ramias, had begun work on a new book 

that would pull together all the insights they had garnered during the previous two decades. 

The book was nearly done when Geary died. Rick and Alan have done the entire business process 

community an important service by completing the book and seeing it through publication. 

 To my way of thinking, Geary Rummler was always the performance analyst ’ s performance 

analyst. He didn ’ t promote himself in the way that others did and was never as well known to 
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xvi Foreword

the general public as process gurus like W. Edwards Deming or Michael Hammer. On the 

other hand, over the course of his career, he did more to infl uence the way process improve-

ment work is done today than anyone else I know. The quality control community owes the 

emphasis on defi ning processes at the core of Six Sigma to Geary ’ s work at Motorola. Similarly, 

the IT community owes its current swimlane - based, customer - focused BPMN diagrams to 

Geary ’ s efforts to create fl ow diagrams that business people could easily understand. We all 

owe Geary thanks for his relentless emphasis on process change that improved corporate and 

human performance. 

 Over the years  Improving Performance  has been a bible to many process practitioners. 

Reviewers have consistently said that it was the best book to give to business managers who 

were looking for an introduction to process. Predictably, this new book, summarizing Geary 

Rummler ’ s latest thinking about process analysis, process management, and organizational 

performance, will be widely read by new managers who are trying to make their organiza-

tions more process centric, and by today ’ s process practitioners who are trying to fi gure out 

how to fi t all the various technologies together into a whole. 

 Isaiah Berlin famously divided great thinkers into two types: Foxes and Hedgehogs. Foxes, 

he explained, knew many different things, but Hedgehogs knew one big thing. Geary Rummler 

was a hedgehog. He knew that organizations were systems that transformed customer needs 

and raw materials into valuable products or services. He knew that everything was connected 

to everything else and that effective change required a comprehensive knowledge of how the 

whole system worked to achieve its goals. His vision of the performance system that used pro-

cesses to create value is one of the key managerial insights of our time. Other process gurus 

had a similar vision, but Geary Rummler ’ s vision was uniquely powerful because he continu-

ally stressed the importance of a systematic, integrated approach. 

 So many things are changing. So many new techniques become available each day. It ’ s very 

easy to get lost in the details. We are lucky to have this new book to provide us, once again, 

with Geary Rummler ’ s comprehensive vision of how we can systematically improve the per-

formance of our organizations.             
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  This Preface was found in Geary ’ s notes. It is rough and probably incomplete, but it contains his 

own words on the purpose for writing this book.  

 What we wish to present is a view with an edge. We need to elbow our way into a crowded, 

noisy fi eld. It ’ s sort of a  “ Hello! Remember, it ’ s still about work! ”  The only way a business cre-

ates value for its customers and an organization for its stakeholders is through its value -  adding 

work processes. 

 Unlike in the fi rst book in 1990, which laid the foundation for the fi eld, it is now an estab-

lished, mature, and increasingly confusing fi eld. There are endless lectures, articles, journals, 

conferences, and workshops devoted to process modeling tools, BPMS products, maturity 

models, governance models, design and improvement methodologies, process culture, busi-

ness process leadership, process management, process - centered organizations  .  . . .

 But despite all this activity, the undercurrent of a recent Gartner conference [in February 

2008, where Geary was a keynote speaker] was,  “ Where are the results? ”     “ Is BPM a fad? ”  — the 

whole thing powered by technology and training vendors who themselves are busily maneu-

vering and consolidating. I guess we would say that BPM is, at best, stalled. It certainly has not 

realized the potential we saw in 1984 when doing our early work at Motorola. 

 From our perspective, the BPM/process movement has gotten off track. In fact, it is even 

hard to fi nd a reference to what we think are the basics: identifying and improving the work 

required to deliver organizational results.  “ Process ”  was not some invention to improve pro-

ductivity;  “ process ”  was itself a process that started not with the work but with the results 

desired and worked backward from there to identify and redesign the work that must produce 

those results. That is the essence of industrial and process engineering. 

 Yet the  “ fi eld ”  of BPM seems to be all about the  “ means, ”  with no connection to the end. 

It ’ s about how to model a process, how to automate a process, how to automate the 

      P R E F A C E          
  B  Y   G  E A R Y   A .  R  U M M L E R   
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xviii Preface     

 management system. It ’ s about the technology to run a process, the tools and techniques for 

projects, the organization culture to support a process orientation, and about BPM leader-

ship. Which leaves us far off track from the core concept — which is about work. 

 We think it is way past time to get back to some basics: like understanding the organization 

results we are trying to deliver, realizing that there are no shortcuts to value creation in any 

business, and identifying, designing, and managing the work required to achieve those 

results — and treating process as the best - known way to engineer those results. 

 Thus this book  . . .              
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  GEARY A. RUMMLER 

 Dr. Geary A. Rummler was the founding partner of the Performance Design Lab (PDL), where 

he was continuing his lifelong work on organizational performance improvement in complex 

systems. He died on October 29, 2008. At the time of his death, Geary was working with his 

partners on two books. One was this book; the other addresses management and focuses on 

the design and operations of an effective management system from a process perspective. 

 Prior to founding the Performance Design Lab, Geary was the founding partner of the 

Rummler - Brache Group, an organization that became a leader in the business process 

improvement and management business in the 1980s and 1990s. Prior to that, Geary was 

president of the Kepner - Tregoe Strategy Group, specialists in strategic decision making; 

cofounder (with Thomas F. Gilbert) and president of Praxis Corporation, an innovator in the 

analysis and improvement of human performance; cofounder (with George S. Odiorne) and 

director of the University of Michigan ’ s Center for Programmed Learning for Business. 

 Geary was a pioneer in the application of instructional and performance technologies to 

organizations and brought this experience to the issue of organization effectiveness. His cli-

ents in the private sector included the sales, service, and manufacturing functions of the air-

craft, automobile, steel, food, rubber, offi ce equipment, pharmaceutical, telecommunications, 

chemical, and petroleum industries as well as the retail banking and airline industries. He also 

worked with such federal agencies as IRS, SSA, HUD, GAO, and DOT. Geary ’ s research and 

consulting took him to Europe, Japan, Korea, Malaysia, China, and Mexico. 

 In addition to consulting, teaching, and presenting at conferences, Geary published a 

steady stream of articles and a variety of books ranging from labor relations to the develop-

ment of instructional systems and his articles appeared in numerous professional and man-

agement journals and handbooks. In 1988, he coauthored  Training and Development: A Guide 

      A B O U T  T H E  A U T H O R S       
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1

 This is the book that Geary Rummler had long been planning to publish. 

His 1990 book,  Improving Performance: How to Manage the White Space on 

the Organization Chart , coauthored with Alan Brache, became a bible to thou-

sands of process improvement/management believers scattered throughout the 

business world, academia, and government. Ever since then, at conferences, cli-

ent meetings, and public gatherings, admirers would sidle up to him and ask, 

 “ When are you going to write the sequel to the  ‘ white space ’  book? ”  That became 

the working title of the manuscript that went through years of slow develop-

ment, the fi nal result the book you hold in your hands. 

 This book is considerably more than an updating of  Improving Performance , however. For 

example, that book said relatively little about information technology. By contrast, this book 

says a lot about that subject, because the world has changed remarkably in the past quarter -

 century due in great part to the impact of information technology on organizations. And so 

as technology became more and more entwined with organizational performance and pro-

cesses, Geary and his partners at the Performance Design Lab (PDL) went back to school, so 

to speak, to learn and understand the implications of this convergence of work processes and 

information systems and to ask how well this merger has been happening. 

 Sadly, Geary did not live to see the publication of this book. He passed away suddenly on 

October 29, 2008, just as the fi nal chapters were in development. But he was heavily involved 

in creating this book, in structuring it, and drafting large sections of it — and even more 

important, in crafting the ideas that propelled him from his earliest discoveries in process 

thinking back in the 1960s,  ’ 70s and  ’ 80s to his latest work with the clients of his most current 

                Introduction
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company, the Performance Design Lab. What drew him onward was learning something and 

then sharing what he found out. Because, among the many characteristics of his uncommon 

personality, Geary was uncommonly generous with his intellectual output. 

 And so you will see as you read these pages. This book amounts to a tribute to Geary, yes, 

but even more so, it ’ s an outpouring of what Geary and his colleagues continued to learn 

about process for the past twenty - fi ve years. You can hear Geary in many of the passages, you 

can read some lines and you ’ ll recognize that he said exactly those words in some setting, to 

someone ’ s face, with that particular mix of wry insight and passionate conviction that he was 

known for. For example, a classic Geary observation about the rather troubled management 

of IT,  “ They [senior executives] need to pay at least the same amount of inattention to IT as 

they do to all the other functional areas. ”   

  OUTLINE AND PURPOSE OF THIS BOOK 

 This book is composed of three parts, which together provide a conceptual foundation, a thor-

ough methodology, and a set of working tools for doing process work in a vastly signifi cant 

way, and a series of observations about the practice of what is commonly called Business Process 

Management (BPM) that are meant to aid the process practitioner in being more effective. 

  Part One: White Space Revisited 

 Our purpose in this part of the book is to review the past, assess the current state, and pose a 

model for the future of what we can call the  “ process revolution ”  that today is BPM. 

 First, we attempt a retrospective of the movement from our own vantage point as instiga-

tors of many of the concepts and tools in common use today. We identify and comment on 

the achievements of the  “ process revolution, ”  on its major milestones since the fi rst work done 

at Motorola in the 1980s that triggered the revolution, and try to characterize what we think 

the  “ state of the state ”  is regarding this all - important concept in business thinking. 

 We then move to an updating of the key concept of  “ white space ”  in organizations. We pose 

this new defi nition of the white - space problem as the pivotal one that continues to bedevil orga-

nizational performance because of a long - established fi xation on resource management to the 

detriment of value creation. At the same time, we argue that this problem is, for process practi-

tioners, still the richest opportunity for improvement, and one that has barely been touched. 

 From there we pose our solution to the resource versus value dilemma by introducing and 

describing a concept and model called the Value Creation Hierarchy. We walk through each 

level of this model in detail, describing how it helps to defi ne a business and its processes and 

why an understanding of the hierarchy is critical to organizational performance.  

  Part Two: Designing or Improving the Value Machine 

 In Part Two, we use the Value Creation Hierarchy as a foundation for retooling the process 

practitioner. We provide tools and methodology for doing work that we fi rmly believe will 

yield results far beyond standard current practice. 

2 White Space Revisited
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 We provide a rich toolkit for defi ning processes in organizations, on the scale that, in our 

view, the work should be taking place but often isn ’ t. We walk through this architecture of 

tools, giving examples of how and when to use them. 

 We then address the challenging subject of process management, giving our defi nition of 

what it should be and how it can be effective while describing the many pitfalls and errant 

practices we see in companies. 

 Then we walk through, in a highly detailed case study, the Rummler Process Methodology 

for doing process defi nition, improvement, and management work — the culmination of our 

collective experiences in the years since  Improving Performance  launched us and so many oth-

ers on the path of process improvement.  

  Part Three: Implications 

 In Part Three we directly address the important relationship of information technology to 

process. Having worked in numerous IT shops, we share our observations on the nature of 

doing process work with this set of practitioners. Then we outline a set of changes in its role, 

principles, and work methods that we believe would greatly improve IT ’ s success and impact 

on organizational effectiveness, including the introduction of a model, roles, and process for 

identifying, funding, executing, and managing improvement efforts for better results. 

 Finally, we address other audiences relevant to process work and identify important impli-

cations of the ideas in this book for those constituencies. We close by summarizing the intent 

and major points of this book.   

  WHO THIS BOOK WAS WRITTEN FOR 

 When  Improving Performance  was fi rst published in 1990, there were no people running 

around inside corporations calling themselves the  “ Process Excellence ”  Department, or  “ Chief 

Process Offi cer, ”  or  “ Process  &  Technology Specialist. ”  Now we can ’ t keep up with all the vari-

ations in titles of both jobs and functional areas that purport to do process work. 

  Improving Performance  was written for managers, and the book found its way into the hands 

of people who became what we call in these pages  “ process practitioners. ”  This book is primar-

ily for you, the practitioner. Our intention is to share all that we have learned about process 

that we believe will help you be more effective and have a bigger impact in your organization. 

 The other audience for whom this book is intended is, once again, managers and leaders of 

organizations that want to achieve greater, and lasting, results. For you, who are likely to play the 

role of sponsor or senior participants in some of the process work described herein, the details 

in this book may be alarmingly dense. But our purpose is to arm those people who help you do 

this kind of work inside your organization with all the tools and methods we can. Rely on them 

to explain. In addition, in 2010 we will publish a companion book especially for managers on 

the same topics covered in this book, but with a distinct slant toward your role as leaders.            

Introduction 3
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7

  CIRCA 1985 

 In April 1985, we (Geary and Alan) were invited to make a presentation at the annual confer-

ence of the National Society of Performance  &  Instruction (NSPI)  1   because somebody had 

told the society that we were doing some  “ experimental stuff  ”  at Motorola. 

 At the time Geary was founding partner of the consulting company, the Rummler Group, 

and Alan was a training manager and internal consultant for the Semiconductor Products 

business groups in the Phoenix area. Over the course of about two years, we had developed a 

new improvement methodology, and in late 1984 we got a chance to apply it to a business 

unit that was suffering from some signifi cant delivery, product quality, and coordination 

problems. They were losing business to competitors. We got the senior management team to 

sit down and assess their way of managing the work fl ow. Most important, this team was 

composed of heads of several different business groups who had been asked to create and 

support this line of business but who had never acted as a coherent management team. It was 

during one of those work sessions that Rummler fi rst posited the notion that the job of the 

team was  “ managing the white spaces on the organization chart. ”  

 At the time we had no name for this new methodology. During the NSPI presentation we 

laughingly referred to it as  “ our thing, ”  like  La Cosa Nostra , but we weren ’ t quite sure what 

we had — it had started as a training program, morphed into a kind of problem - solving 

approach, and ended as a management  “ team - building ”  intervention, for want of a better 

label. But while we had the methodology and tools worked out in a primitive way, we didn ’ t 

yet have any results to show. 

 Two months later, that changed. In June 1985, we reconvened the original team, now 

headed by a new senior executive, to see if any good had come out of the effort. It turned out 

that cycle time had been cut from fourteen weeks to seven weeks in nine months. The 

 business — addressing a vital new segment for the sector — had turned completely around, and 

now the competition was chasing them. 

                                                        The Silver Anniversary of Process       

C H A P T E R  O N E
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8 White Space Revisited

 That was the beginning. We had invented and then evolved the fi rst systematic process 

design, improvement, and management methodology. Yes, we recognize that many other pio-

neers made great contributions to the fi eld of what is now  “ business process management ”  

(BPM) — among them, Frederick Taylor and W. Edwards Deming — long before us. But their 

ideas were adopted mostly by manufacturing companies, and  process  meant the production 

process. It was not until the 1980s that the business process movement — meaning design, 

improvement, and management of all important processes inside organizations — took hold, 

and that, in our view, was the beginning of BPM. 

 Our methodology was eventually employed in most of the major business units at 

Motorola, then was married to Motorola ’ s version of TQM and rolled out in the late 1980s as 

Six Sigma. By 1990,  “ our thing ”  had had a major impact on the transformation of Motorola 

from a company with quality problems to a world - class leader in innovation and continuous 

improvement. In 1990, A. William Wiggenhorn, founder of Motorola University and the man 

who had brought Rummler into Motorola, estimated that the impact of these improvement 

efforts came to  $ 950 million in savings for what was a  $ 10 billion company at the time. During 

our years there, revenues tripled.  2   

 Along the way, we had both invented and proved the benefi ts of an improvement method-

ology that yielded tangible business results with often startling speed. By the late 1980s, 

the methodology was being endorsed by the CEO on down, and Geary, as a member of the 

Motorola Management Institute from 1984 to 1995, taught the key concepts and approach to 

a generation of senior to midlevel managers. 

 Not that the path to success was always swift and smooth. At fi rst we did not know how to 

describe this new approach to improvement nor how to educate clients on the importance of 

processes. The most receptive areas at fi rst were in manufacturing, where TQM was practiced 

and the concept of process was familiar (although everyone meant the manufacturing process 

only, not the larger business processes); outside of manufacturing, the notion of process was 

entirely foreign. Gradually, though, we learned to articulate the benefi ts of a process view, and 

we gained adherents one by one. 

 During that period, Motorola was the most fertile ground for this pioneering work, but 

there were other takers. Geary built out the methodology as he also did work with other large 

corporations, including Ford, GTE, Douglas Aircraft, GM, GE Plastics, Sherwin - Williams, 

Ryder Truck, Capital Holding Corporation, Hillenbrand Industries, Sematec, and VLSI. 

  Characteristics of the Approach 

 What made the methodology work so well? There were several characteristics of these early 

projects that we think made all the difference: 

   1.   Our process improvement projects at Motorola were conducted directly with the senior 

executives of the business units where we operated. Instead of having intermediary teams 

of specialists and lower - level managers on  “ design teams, ”  the executives functioned as 
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both  “ process owners ”  and designers in what we called an Executive Process Improvement 

Project. That is one reason why results were often achieved so quickly. Instead of months 

of analysis, process modeling, and commitment building with midlevel executives and 

other stakeholders, the people with the power to make things happen were the ones who 

had designed the improvements and wanted them implemented post haste. There was little 

time needed to create consensus and seldom much resistance. These people had competi-

tive pressures and were serious. (We note that when we went to other companies, we ended 

up creating design and steering teams because the Executive Process Improvement Project 

was a hard sell.)  

   2.   The focus of the improvement projects was on critical business issues such as total cus-

tomer satisfaction, value creation, and growth of the business. These were issues that exec-

utives cared most about and would put their energies into addressing. We didn ’ t do  “ process 

work ”  merely because it seemed like a good thing to do; we did it only in service of a burn-

ing business issue.  

   3.   Because of the focus on critical business issues, the processes that we helped to redesign 

tended to be the core, value - adding processes that create and deliver products and services 

right to customers. We were not buried in  “ enabling processes, ”  although we often dealt 

with them in order to make them more effective in serving the core processes.     

  Assumptions on Which We Built the Approach 

 The process improvement methodology that started at Motorola went through innumerable 

upgrades throughout the 1980s and 1990s as we, with our clients, learned more and more 

about process design, discovered additional tools and techniques, and covered greater ground 

in the quest to make it a comprehensive approach for change. In the early years, for example, 

there was no material on implementation. We relied on our clients to install their redesigned 

processes, and many did so, but some stumbled hardest at the point when the design work 

was complete but the organization at large had not accepted it. We added an additional phase 

to deal with implementation and change management. 

 There were, however, some basic assumptions about processes and organizations that were 

used in developing and applying the methodology, and they have proved to be true over the 

decades.  

  1. Organizations as Systems 

 We believe that every organization, public or private, is a system of interdependent parts and 

is subject to systems logic. The concept of systems applies at any level of a given organization, 

whether it ’ s an entire enterprise existing within a larger, super - system of market, environ-

mental, and competitive forces, or a business unit or even a single department, existing inside 

as a system within systems. Figure  1.1  is a diagram of any business organization sitting 

inside its super - system.   
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10 White Space Revisited

 There are several corollaries to this assumption: 

  Every organization is a gigantic processing system, composed of inputs, outputs, and inter-

nal processes that transform the inputs into valued outputs. Therefore, every process exists 

as part of a network of interdependent processes, each playing a role to produce value, 

manage the production of value, or support that transformative work. This means, among 

other things, that a single process cannot be effectively redesigned without a clear under-

standing of the other processes to which it is connected and to the organizational system 

of which it is only a part. And often, in order to address the defi ciencies of a given process, 

we had not only to understand the larger system in which it resided, but to make improve-

ments in the larger system.  

  Every organization must be an adaptive system, continually monitoring the larger super -

 system and making small and large adjustments to be successful or even to survive in the 

long run. The critical business issues that were addressed by our process improvement proj-

ects at Motorola and other companies were all traceable to something in the super -  system 

•

•

 Figure 1.1 The Organization as a System 
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and the need for adaptiveness. The issue might be customer dissatisfaction with delivery 

times, poor product quality, the need to grow a market segment — the critical business issues 

were always an expression of the company ’ s need to be more responsive to some changing 

condition or its own wish to change the competitive landscape.     

  2. Processes Are About Work 

 Process work is all about defi ning and managing work. The notion of  “ process ”  has turned 

out to be the best way to articulate the work done in organizations, and that is why it has out-

lasted its days as a management fad and now is a generally accepted concept for understand-

ing and designing organizations.  

  3. Three Levels of Performance 

 In order to achieve sustained high performance, an organization has to plan, design, and 

manage performance at three levels: organization, process, and job. We focused on process 

improvement because we knew that processes (being all about the work) had the greatest 

leverage for change, yet they were the least understood, defi ned, or managed. But the implica-

tion of this assumption is that even though our process improvement work was aimed at the 

middle level, we well understood that process improvements had to be linked upward to orga-

nizational goals, plans, and structure, and downward to the daily activities performed by indi-

vidual performers.   

  MILESTONES SINCE 1990 

 Since 1990, process has followed a trajectory that took us by surprise. In the 1980s, our heads 

were mostly down, doing this kind of work in a few companies because we saw the results 

yielded and we were personally convinced of the value. We didn ’ t realize that the time had 

come for an explosion of interest in process. 

 In 1990, Geary Rummler and Alan Brache published  Improving Performance: How to 

Manage the White Space on the Organization Chart .  3   The three levels of performance and the 

negative effects of functional silos were guiding themes of the book, and much of what had 

been learned at Motorola was contained in the examples. The book took off immediately, and 

our business grew phenomenally overnight, because we had about the only thoroughly devel-

oped process improvement methodology available. We were invited into many different 

industries and built up our own knowledge of process very quickly in the early 1990s as major 

corporations, especially those looking for innovative solutions, discovered us. 

 We were also discovered by competitors: other consulting companies began attending our 

public courses and then putting out their own offerings. Suddenly everyone was an expert in 

process. But generally it was an exciting and inventive period; many people realized the value 

of process thinking and began to explore the subject and contribute their own ideas. We were 

adding people to the staff from many different functional disciplines, because we were fi nding 
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12 White Space Revisited

out that the arena of process is multidisciplinary, and that people from areas such as Finance, 

IT, Marketing, and Sales had as much to contribute to process improvement as the manufac-

turing and engineering folks we were used to working with. And so gradually,  “ process ”  

evolved into  “ business process, ”  and  “ process improvement ”  expanded to include ideas about 

 “ process management. ”  

  Reengineering 

 In 1993, Michael Hammer and James Champy published  Reengineering the Corporation , and 

it hit the business world like a thunderclap.  4   Boosted by great attention in business maga-

zines, reengineering became an overnight sensation; the world of process would be drastically 

affected. 

 For us, the early effects were mostly positive. We got a great deal of business from compa-

nies looking for  “ reengineering ”  help and knowing only that process had something to do 

with it. We had a reputation for providing solid methodology. We also got a lot of business 

from Hammer ’ s dictate that one should simply rip up the current organization and start with 

a clean sheet. We were sought out by clients who had tried the clean - sheet approach and had 

gotten into deep trouble as well as by skeptical organizations that wanted a more thoughtful 

methodology. In reaction, we developed an early model of  “ process maturity ”  and argued that 

one should always understand the condition of an existing  “ is ”  process before deciding how 

much surgery is required. 

 The much greater — and worse — effect of the reengineering fad, however, was its eventual 

association with downsizing. Several prominent consulting fi rms began calling their work in 

cutting costs and headcount a  “ process improvement approach. ”  One was known for a  “ brown 

paper ”  exercise that appeared to be similar to some of our techniques of mapping business 

processes on large sheets of paper and analyzing them with design teams. The truth, though, 

was that we rarely used process improvement for cost cutting or headcount reduction. Far 

more often, the critical business issue with our clients was business growth. Unfortunately, 

everyone in the process business for a time was tarred with the brush of the downsizing move-

ment, and the fi eld went into a negative tailspin.  

  Six Sigma 

 In the late 1990s, Six Sigma surfaced as another trend related to process. After Motorola won 

the fi rst Malcolm Baldrige Award in 1988 and began hosting huge numbers of benchmarking 

teams from other companies, the Six Sigma approach was adopted by such companies as 

Allied Signal and GE. It was a gradual expansion, because Six Sigma requires a daunting 

amount of discipline and investment and could not spread nearly as quickly as the concepts 

behind reengineering. 

 Yet despite the obstacles to adoption, Six Sigma has evolved into perhaps the most widely 

accepted version of BPM practices of any available. A great many companies not involved in 

the process movement of the 1990s are now ardent Six Sigma practitioners. There are critics 
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of Six Sigma, of course — those who have published research showing a high rate of long - term 

business failure among Six Sigma companies and those who suspect that Six Sigma can lead 

to organizational ailments like rigidity and loss of creativity. But it is hard to deny how pow-

erful and widespread has been the impact of Six Sigma, regardless of its potential drawbacks. 

 We have thought it kind of a shame that the label of  “ Six Sigma ”  ever got attached to the 

methodology. Certainly, from the name, one would assume that it ’ s all about statistics, and 

while that is certainly part of the story, the approach to process improvement that was prac-

ticed in the mid - 1980s at Motorola, as we described earlier, was on addressing critical busi-

ness issues and getting results. 

 But unfortunately, as practiced today in some organizations, Six Sigma doesn ’ t look a lot 

like the original version. For example, today one of the chief goals of some versions of Six 

Sigma is to choose and certify a cadre of Six Sigma  “ black belts ”  to organize and conduct mul-

tiple improvement projects. The emphasis is on getting a project and getting certifi ed, which 

leads to keeping the scope of projects small (seldom if ever taking on a large, cross - functional 

core process) and creating projects unconnected from each other and not driven by a strategic 

focus. One of the single big projects we conducted in the 1980s would likely be chopped up 

into several small projects today, with diminished results. 

 In addition, the practice of Six Sigma seems to have become a specialty and even a career 

choice. One supposedly has to be  “ black - belt ”  certifi ed to do this work, which distances it 

from the people who perform the process or manage it. And the cloning of many black belts 

adds to that aura of needing a special class of people to do process improvement. Contrast 

that to the situation at Motorola. At one of the sites that Alan supported in the mid - 1980s, 

there were three major business divisions plus fi ve manufacturing organizations and two 

design engineering houses. The employees numbered about 5,000. They were supported by 

 one  statistician — who, by necessity, was an advisor, not a project leader. The improvement 

projects were performed by line people who were experts in their own processes. There are 

still organizations that approach Six Sigma in this fashion, but there are so many variations of 

Six Sigma today that it is hard to know what a company claiming to be a  “ Six Sigma organiza-

tion ”  might be doing unless you can see them in practice.  

  Process Management/Governance 

 The concept of process management, or ownership, was described in  Improving Performance  as 

 “ someone is looking at and taking action to improve the performance of an entire cross - func-

tional process. ”   5   Our notion was that process management is a senior management role, with a 

focus on addressing major  “ white space ”  issues. At Motorola the responsibility for process 

management was the same thing as responsibility for the performance of an entire business. 

 In the early to mid - 1990s, it was rare to encounter an organization that had implemented 

process management, and if one did, it tended to be in the form of a council of senior manag-

ers, abetted by improvement specialists, that assumed collective ownership of the core pro-

cesses and would meet occasionally to prioritize improvement efforts. But the idea gradually 
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spread, and today many companies have adopted their own brand of process management. 

But never did we imagine how the concept could be misinterpreted. 

 We have been invited into some organizations that have appointed dozens of  “ process owners ”  

for nearly every type of process, no matter how insignifi cant. The role is often assigned without 

any clear defi nition of the purpose or the responsibilities. In some companies,  “ process owners ”  

are in reality staff employees who do process design and improvement efforts but are distant 

from the responsibilities of getting the work done. Inevitably, the concept either dies a quick but 

embarrassing death because nobody knows what to do, or it leads to turf battles between process 

owners and line managers over who is in charge of process performance (and performers). 

 We had never envisioned process management as a shadow  “ governance ”  structure laid on 

top of the line organization. Instead we had seen it as viable only if assumed as an additional 

role by a senior manager with existing responsibilities relevant to the process ownership role 

(for example, he or she was the manager of one of the key functional areas participating in 

the process). And we saw process ownership as necessary for only the big, core processes that 

deliver value to customers, but not for all the enabling processes and sub - processes. 

 The idea of process management still has value — and in fact, we think it is the very key to 

effective performance of an enterprise — but it needs to be cleaned up, redefi ned, and sepa-

rated from all of the bad interpretations applied to it.  

  Process Documentation/Repositories 

 In a similar vein, the idea of mapping a business process has evolved into a cottage industry. 

There is no denying the considerable value to an organization of defi ning its processes, docu-

menting them in some consistent fashion, and making the documents available for a variety 

of uses, such as training, measurement and management, and improvement. But we have run 

into organizations that have spent all of their efforts in documentation alone and have turned 

it into such a specialty (especially by applying hard - to - use kinds of modeling software) that 

nobody except the documenters understands or uses the process documents. 

 In one organization we visited, a special team of highly skilled engineers had devoted years 

of effort in creating some  5,000 pages  of process documentation in hopes of achieving a cer-

tain level in the CMMI process maturity scale. But in answer to the question,  “ Have you ever 

done any process improvement? ”  the answer was no — too busy creating the documentation. 

Furthermore, it turned out that the line departments weren ’ t using those documents either; 

the documents were too cumbersome to access, read, or keep up to date. So the process maps 

did not represent the work at all. 

 In addition, we have seen a great deal of effort and money spent in trying to put this docu-

mentation into repositories so that the documentation can be accessed, referenced, and 

updated by others. Often these efforts engaged knowledge management professionals who 

brought techniques for cataloging and controlling the documentation. But despite these well -

 intentioned efforts we have seen little evidence of effective strategies to ensure the quality of 

documentation, encourage use by others, and identify and incorporate changes. 
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 Advances in repository software capabilities have helped bring a much - needed hierarchical 

structuring to the process documentation. But organizing the documentation this way doesn ’ t 

resolve one of the greatest fundamental challenges: the lower the level of documentation, the 

shorter the shelf life and the greater the maintenance requirements. So what we often fi nd in 

organizations is a library of historical process documentation that almost always requires val-

idation before it can be trusted as a statement of what is truly the current practice and is typi-

cally only referenced by a handful of  “ users. ”  

 What has tended to fuel this fi xation on process documentation are the requirements of 

programs like ISO 9001 and its descendents, and CMMI and the burgeoning varieties of pro-

cess maturity models. And to make this tendency worse, the powerful process modeling tools 

now available can make it relatively easy for people to create great mounds of process docu-

mentation — for some reason or other. 

 Don ’ t misunderstand — we think you should defi ne your processes, which means captur-

ing the current practices and then designing the  “ should ”  version — but that means doing 

documentation with a purpose, and the purpose should shape what and how you document 

and should also dictate some requirements for usefulness.  

  Sarbanes - Oxley 

 Passage of the Sarbanes - Oxley Act in 2002 spurred a renewed interest in process long after the 

negative effects of reengineering and downsizing seemed for many companies to have taken a 

fatal toll on the whole concept. But  “ process ”  had never really disappeared, and when Sarbanes -

 Oxley was suddenly mandated — especially with its Section 404 requirement that CEO  s and 

CFO  s must certify that they have an effective system of internal controls over fi nancial report-

ing and must report on the effectiveness of those controls at the close of each fi scal year —

 process mapping and management came roaring back. Many companies recognized that the 

best way to fi nd out whether they had controls in place, and to design them in if they were 

lacking, was to employ a process approach. 

 Admittedly, much of the effort expended was in simply mapping processes as they existed, 

with very little improvement and very little questioning of business need, but Sarbanes - Oxley 

did serve to bring back an interest in process in companies where it had languished. And in 

companies where process thinking had never taken hold before, Sarbanes - Oxley was that crit-

ical business issue that generated an interest.  

  Automation 

 The biggest driver for process these days is the impact of information technology on process. 

Automation has always been there, of course, and has been one of the standard options for 

streamlining or improving a business process. Technology has generally been viewed as an 

 “ enabler ”  of performance, helping the human performer do the work more effi ciently. But the 

acceleration of new developments in technology since the rise of the Internet in the mid -

 1990s is turning the integration of technology with business processes into a major strategic 
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issue. Many companies today are increasingly relying on technology to provide their avenues 

to market, their distribution system, their supply management, their creative edge. And today 

some processes are so automated that it probably is inaccurate to think of technology as 

merely an enabler; it has become a performer of the work itself, sometimes alone and some-

times in support of human performers. There is hardly a process to be found that is not to 

some degree entwined with technology. 

 This development has pushed the CIO into a role of strategic thinker and collaborator 

with the CEO on how to engineer a successful enterprise. At lower levels, it has caused many 

IT organizations to become aware of their relationship to process, and, in some cases, to 

become the stewards of  “ process excellence ”  in their organizations. 

 There are some specifi c historical reasons why technology has become so prominent in the 

process space. We discuss a few of them next. 

   ERP  Systems and Y2K 

 In the 1990s, ERP (enterprise resource planning) systems became widely popular, solving some 

vexing corporate problems while causing new ones. It made great sense for many companies 

to adopt a rigid, standardized set of software to execute their myriad everyday administrative 

processes; however, that same standardization was not such a hot idea when applied to the 

important processes in which competitive advantage potentially lurked — and who could know 

what processes were tomorrow ’ s competitive edge? But ERP systems locked you into one way 

of performing a process — reversing the conventional wisdom that an organization should fi rst 

design its business processes and then automate them. Nonetheless, the widespread adoption 

of ERP systems hastened the dependence of business processes on software systems. 

 The other factor to strengthen the process – software tie was Y2K, the supposed threat of 

catastrophic computer system failure at the end of the twentieth century that caused a mad 

scramble of organizations large and small to build in preventive measures to protect their 

computer systems from crashing. (Must have worked.) And it did make processes and systems 

that much more interdependent.  

  Workfl ow Modeling/ BPMS  

 Workfl ow modeling tools have been available since roughly the 1980s, but it was not until the 

mid - 1990s that the offerings became robust enough for business to pay attention. It has always 

been a dream of process designers to take all those sticky notes on rolls of paper and turn 

them into something easily navigated, changed, tested, and updated. 

 Some of the most prolifi c users of workfl ow models were Business Analysts, who used 

them to identify requirements as part of systems development efforts. This application of the 

toolset typically involved modeling the work that surrounded the system, a very worthy objec-

tive. But the resulting documentation was often referred to or confused with process models 

simply because the tools and the formats were the same. The assumption was that because we 

can document a work activity using workfl ow modeling tools, it must be a process. 
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 Over time, an entire industry grew up to provide workfl ow modeling tools, and organiza-

tions of providers and users have been formed to agree on rules and conventions for their 

design. This has led to an increasingly robust but complex range of functionality and conven-

tions that has resulted in a fundamental schism between the tool experts and power users 

who can build and interpret the models and the people who perform and manage the work 

(and ideally the users and maintainers of the models). This schism is a large barrier to institu-

tionalizing the use of workfl ow models in organizations. Today ’ s BPMS offerings do all kinds 

of valuable and attractive things; the issues today have to do with too much functionality, too 

much complexity, more bells and whistles than anyone really needs, and the basics — of creat-

ing, changing, and saving process maps — still too diffi cult. But progress continues, and we are 

hopeful that the usability of workfl ow models will improve.    

  GENERAL RESULTS 

 So where has the process/process management movement gotten? Despite some real results 

here and there, and despite our own role as practitioners, preachers, and believers, we think 

the movement has not reached its real potential. When you look critically at the current prac-

tice of process, you see challenges abound. 

   IT/BPM  Challenges 

 IT has somewhat taken on (not always by choice) a leadership role in the process movement. 

But it is facing major obstacles: 

  The approach that IT is taking to development of technology solutions is largely function-

ally focused. They respond to requests from Operations or Finance or Sales or Engineering, 

and they do their best to deliver functionality to meet the specifi c needs of the requesting 

organization. The problem is that the many different solutions don ’ t add up to a coherent 

system of enabling technologies, but just a hodgepodge of applications and databases that 

become ever more complex and prone to breakdowns. Even so - called enterprise (ERP) 

solutions are functionally focused.  

  There continues to be a fi xation with bringing in the latest technology that fascinates the 

technologists, rather than starting with the organization ’ s strategies and then fi guring out 

how technology can enhance or improve the organization ’ s ability to accomplish work and 

deliver results.  

  Many IT organizations are not aligned effectively with the businesses they are supposed to 

be serving. For example, the role of Business Analysts is to play an interpretative role, 

bringing the requirements of business to the IT development specialists and helping them 

build solutions that meet business needs. Instead, some Business Analysts have been 

co - opted by the IT organization ’ s own internal goals and practices, and they spend most of 

their time negotiating with business in an endless cycle of requirements rewrites.     

•

•

•
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  Process Improvement Wars 

 Another issue preventing process and process management from reaching its potential is the 

battle for control of this discipline. We know of many instances of staff organizations fi ghting 

over leadership of process improvement. The reasons for these confl icts vary, but here are a 

few examples: 

  A Fortune 50 multinational fi rm, with fi fteen strategic business units and eighty additional 

business units, in operation for more than 100 years, had accumulated ten distinct internal 

consulting groups, including:  

�
   Supply Chain Management  

�   PACE (an accelerated new product development and introduction process)  

�   Six Sigma  

�   Process Reengineering  

�   Organization Effectiveness (OE)  

�   Statistical Process Control  

�   Strategy Development      

 In the beginning, these groups, housed in various headquarters staff functions, all worked 

independently and competed with each other for project work from the line organizations. 

It was not uncommon for three or four of these consulting groups to be simultaneously 

pitching their particular expertise to the same business unit. Then, after numerous com-

plaints from line managers about the redundancy and confusion of all these consulting 

units, they were centralized under one corporate executive. This individual, however, uncer-

tain how to proceed, made no effort to build a conceptual framework that would have pro-

vided a logic or rationale for distinguishing among the units, integrating any of their 

offerings, or consolidating them. As a result, nothing changed. The units remained self -

  supporting to some degree and continued to compete with each other. In fact, they got 

worse. Shortly after the reorganization, a big blow - up occurred when four units indepen-

dently submitted proposals to help one business unit address an operational issue. Its frus-

trated general manager called representatives of all four proposing units to his offi ce and 

told them he wanted nothing more to do with them until they returned with an integrated 

proposal. His rationale was that it wasn ’ t his job to fi gure out the best solution to his chal-

lenge — that is what they were paid to do. But this kind of situation continued to happen 

again and again, until the budget of this centralized staff group became a highly visible tar-

get and the entire group was disbanded. A few survivors found work in specifi c strategic 

business units, but the company as a whole was robbed of the expertise that it needed and 

had been paying for but not getting.   

•
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  A large fi nancial services company undertook a major effort to upgrade the company ’ s 

entire technology, with the goals of eliminating dated and overlapping systems and inte-

grating tools and databases for better employee performance. A prominent technology 

vendor was hired, and a program offi ce was set up to oversee the initiative. However, inside 

Operations, work was already underway to meet Sarbanes - Oxley requirements and improve 

processes by mapping core processes. The IT vendor fi rst got in the way of this effort by 

staffi ng up several internal teams and insisting that many of the business people involved 

in the Sarbanes - Oxley effort switch their attention to the technology transformation. 

Things were made worse when the IT vendor disparaged the tools being used to capture 

processes (that is, typical cross - functional process maps) and instead insisted on using its 

own IT - centric toolkit. It was a process notation war that went on for months and was set-

tled only when the fi rst technology release was so abysmal that the vendor was unceremo-

niously booted out and the business took over the transformation effort, blending it with 

the process improvement initiative. But meanwhile, the notion of  “ process ”  took a beating.     

  Big Crashes and Burns on the  “ Process - Managed/Process - Centered ”  Highway 

 As a long - term objective for a company, becoming  “ process centered ”  (or  “ process managed ”  

or  “ process driven ” ) is a laudable aim. We ’ re not always sure what a given company might 

mean by the term, but our interpretation of becoming a process - managed or  - centered orga-

nization means recognizing and treating processes as one of the most important components 

of the organization; processes are the means by which work is accomplished and value is cre-

ated — in other words, processes are essential to any organization ’ s purpose. So becoming pro-

cess managed means carefully defi ning, designing, supporting, and managing one ’ s  processes. 

A fair number of companies we know have decided to become a process - managed/process -

 centered organization. What we haven ’ t seen is much success in getting there. To wit: 

  A consumer services organization created a large  “ process excellence ”  department, hiring 

dozens of people with strong experience in process improvement, Six Sigma, reengineer-

ing, and the like, and attending this activity with great hoopla and promises of good things 

to come. To get them all  “ on the same page, ”  the new folks were sent individually or in 

small groups to a very well - known provider of seminars and certifi cation in all things pro-

cess. This action took place over months, at great expense. But meanwhile inside the new 

organization was utter chaos, with no coherent plan of action, no methodology for identi-

fying clients or issues or areas of focus. So after months of embarrassing fl oundering 

around, the department was dismantled and its members disbursed to other areas or sent 

out the door. Result? The less said about that, the better.     

  Business Process Architecture Is a Good Idea, but  . . .  

 Essential to becoming process   managed is to defi ne the organization ’ s business process archi-

tecture. A business process architecture is a clear picture of an organization ’ s business 

•

•
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 processes; their purposes and relationships in producing value; their link upward to organiza-

tional strategy, objectives, and requirements; and their link downward to human performers 

and supporting technologies. 

 In our early years of doing process improvement, when we focused largely on single cross -

 functional processes, we created pictures we called  “ process relationship maps ”  that would 

identify the process targeted for improvement along with its upstream and downstream 

 processes, its enabling processes, and the management processes that provide guidance. So we 

always had a kind of  “ architecture ”  view, but in recent years we have come to recognize how 

important this view of the organization is. One cannot hope to transform a complex 

 organization by addressing one process at a time (the exception being a small company that 

may have a single product or service and therefore a single core process that constitutes the 

guts of the organization). One has to comprehend the  “ organization as a system, ”  which means 

understanding all of its processes; effective lasting improvement may require redesigning 

much or all of the process architecture. The ideal scale of this work has increased in our 

own practice, and we believe that improvement on this larger scale is the preventive to 

Hammer ’ s message that  “ 70% of reengineering projects fail. ”  However, this is the current 

reality: 

  There is very little evidence that companies have defi ned their business process architec-

ture, and few see why it ’ s of value to do so. This doesn ’ t mean they are not doing process 

work; they are often madly generating process maps and doing Six Sigma projects, but they 

have not cast a net on all this activity with a picture of the business architecture —

  redesigning parts of the elephant without seeing the elephant.  

  Where a business process architecture of sorts is being created, it is being done by the 

Enterprise Architecture function, so ipso facto it is a technology - oriented view, not a busi-

ness view, and it is owned by IT, not the business leadership, so the value of such a picture 

is hard to grasp for anyone other than an Enterprise Architecture type.     

   BPM , but  . . .  

 Somewhere along the way, process modeling software vendors adopted the term  “ business 

process management ”  for their wares, and they have invested so much in the term that a lot of 

people hearing  “ BPM ”  today automatically assume you are talking about the software. 

 But it is hard for us to see the  M  in BPM. Yes, today ’ s BPM suites offer some amount of 

functionality to amass and report performance data, but they offer little of anything that 

could be called process management. The management work of planning and designing per-

formance, providing and managing the resources and support to performers in the process, 

diagnosing variances and making critical adjustments, deciding whether a process should be 

improved, discarded, or replaced — all these chores can be aided with good tools that help 

•

•
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make data readily available and easy to understand. But it is a major mistake to confuse the 

assistance with the management. 

 In a similar way, the ability to simulate process performance can be a very helpful aid in 

understanding how a process design will work once implemented, but the simulation capabil-

ity does not by itself guarantee you a good process design — much less one that might be 

highly innovative and change the rules of a competitive game. Technology cannot substitute 

for human inventiveness and human intelligence applied to business problems — not yet, any-

way, and probably not in our lifetime. 

 BPM would be better off calling itself what it is: business process technology. In this book, 

we try to be very clear about what we view as process management.   

  CLOSING POINTS 

 Process has most certainly evolved over twenty - fi ve years, with great progress and impact in 

some respects but also with bumps along the way. Despite our admittedly dim view of some 

of the goings - on in the process world these days, we remain convinced that   

   1.   Process/process thinking/process design/process management are essential to all organiza-

tions. We believe that, indeed, process is the most valuable insight into the nature of work 

and organizations in the past hundred years.  

   2.   Process is here to stay, having outlasted its period of faddism and its many misapplications. 

It is now imbedded in business school curriculums as something every business profes-

sional should know. It has proven its worth.  

   3.   There is, however, a better way to go about this work, a way that circles back to our original 

assumptions of the organization as a system, of processes being about the work, and the 

three levels of performance — but updated with numerous insights since  Improving 

Performance  was published.  

   4.   What Motorola — and other practitioners that achieved large - scale successes with process 

improvement — were focused on was value creation. In hindsight we have realized that they 

understood that the business is fundamentally about serving customers in the most effec-

tive possible way with superior products and services, and that you cannot achieve that 

best - in - class service through downsizing, cost reduction, or other techniques that merely 

delay the inevitable.    

 The key questions for any process practitioner are (1) Where are you right now in your 

search for process excellence, and (2) where are you headed? We think that even if right now 

you may be buried down at the sub - process level where you may have little impact on busi-

ness results, there is a pathway you can follow to move up the  “ process evolutionary path, ”  if 
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you will. That path is illustrated in Table  1.1 , which moves up in scale from sub - process at the 

bottom to single process to multiple processes to the whole  “ value creation architecture ”  (a 

term we explain in Chapter  Two ) of a business to the entire business design. For the moment, 

the cells in this matrix are blank, but we will fi ll them in throughout the remainder of this 

book as we explain the approach we think can help you maximize the power of process in 

your own organization.                  

 Table 1.1 The Scope and Range of Process Work 

     Process Scope   

   Defi nition/ 

Documentation      Process Design   

   Process 

Redesign/ 

Improvement   

   Process 

Management 

System Design   

     Enterprise/Business Model                   

     Value Creation System                   

     Processing System                   

     Process                   

     Sub - Process/

Task/Sub - Process   
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 In Chapter  One , we asserted that despite a vast broadening of the language, 

concepts, and tools of  “ process, ”  progress in transforming organizations into 

well - designed and managed institutions is still slow. We further argued that 

much of the momentum of the work of the 1980s that established process as a 

legitimate business concept has been followed by a trail of misfi res and misap-

plications of potentially powerful techniques and tools. 

 In our view, the root cause of this lack of progress in process is that most people (practitio-

ners and managers alike) still do not recognize and understand that organizations are systems 

and, consequently, don ’ t realize the implications for how organizations should be planned, 

designed, and managed, which in turn means the value of process concepts continues to be 

misconstrued and misapplied. Despite lip service to  “ systems thinking, ”  many practitioners of 

process improvement management don ’ t get — in a practical, applied sense — that processes 

are part of a larger organizational system and therefore cannot be tinkered with in isolation. 

These individuals don ’ t see the larger system context of particular processes. 

 This myopia is shared by managers and employees, many of whom are familiar enough 

with notions of process to talk about  “ their process ”  but don ’ t see the connections of that pro-

cess to a larger architecture of processes that must be designed and managed. As a natural 

course of being in a particular part of a given organization and possessed of a particular set of 

skills, they are fundamentally grounded in their own discipline or functional area (Engineering, 

Sales, Manufacturing, Customer Service, Product Development, Finance, HR, and so on) and 

tend not to look beyond their department boundaries. Nor are they encouraged and enabled 

to do so. And, if anything, technology has abetted their functional myopia. Alas, white space 

abideth. 

                                Process in a Value Perspective          

C H A P T E R  T W O
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 The correction to this myopia is to return to the foundations of process work, to our 

underlying assumptions, and to how they have changed and expanded as we, and our clients, 

have learned more and more about organizations as systems.  

  BASIC PREMISE: THE ORGANIZATION AS A SYSTEM 

 Our starting point for understanding and characterizing any organization today is still to try 

to understand it as a system. But a system to do what? Answering that question is a helpful 

way of diagnosing what is happening in an organization and evaluating what needs to change 

in order to improve. 

 All organizations — public or private, large or small — exist to provide value. For all the 

activities and complexities of any organization, they must fundamentally produce something 

of value to someone other than themselves, or they will not be in business long. In short, a 

business is a system that exists to provide value to customers and fi nancial stakeholders. A 

business must meet four key requirements to provide value to their constituents: 

   1.   Understanding the value to be delivered to its dual constituency  

   2.   Designing and maintaining a value - adding work system that has been engineered and 

optimized to produce the valued product/service  

   3.   Resources to perform that work, which starts with capital and expense dollars that are con-

verted into people, technology, equipment, facilities, and materials  

   4.   Management of the integration of resources and the work system to produce the 

desired value    

 Figure  2.1  represents the ideal relationship among these four elements. What happens in 

many, if not most, businesses today is depicted in Figure  2.2 . This is a picture of a system that 

is woefully out of balance.   

 Following is a summary of what has happened to the four requirements in many 

organizations. 

  1. Understanding the Value to Be Delivered to Its Dual Constituency 

 Many companies fail to manage a balance between the value delivered to customers and that 

delivered to fi nancial stakeholders. Increasingly there is a short - term emphasis on delivering 

value to fi nancial stakeholders (return on investment) versus value to customers. What seems 

to be lost is the inescapable fact that the return to fi nancial stakeholders is ultimately depen-

dent on the value (in the form of valued products/services) delivered to the customer. This 

shift away from delivery of value drives a corresponding shift in priorities within the organi-

zation: To satisfy the continual demand for short - term fi nancial results, control of resources 

has become the primary internal priority.  
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 Figure 2.1 The Four Key Requirements of a Business 
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 Figure 2.2 The Resources Fixation 
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  2. Designing and Maintaining a Value - Adding Work System to Produce the 
Valued Products/Services 

 A major reason the resource element is prominent in business is that, by contrast, the work and 

work system are virtually invisible to the human eye. With the exception of a few engineering 

drawings in a manufacturing or process operation, there is no agreed - upon end - to - end 
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articulation of the value - adding work required to produce a valued product or service, from 

product/service inception, through marketing and selling, to delivery and support. Even when 

such a depiction may exist, it tends not to be a tool used by management to understand and 

guide the organization. Process understanding may reside at lower levels of the organization 

but not at the top. 

 Further, what little defi nition of the work and work system has been done tends to be con-

fi ned to individual functional resource  “ buckets. ”  The work specifi cation is under the control 

of each function or department, constrained by their resources and their particular parochial 

view of the business. These costly work activities quickly evolve within the siloed resource 

buckets into what many organizational observers then call  “ culture, ”  which is really many little 

individual, self - absorbed, rigidifi ed cultures whose goal becomes self - preservation. In many 

cases these insulate functional resource buckets are further reinforced by legacy technology 

systems and applications provided by an ever - obliging IT organization. Thus, the IT organi-

zation reinforces a silo view of work, organizing itself to mirror the resource buckets on the 

organization chart. Then given its own fragmented understanding of the business, IT is unable 

to muster up a useful (to the business) end - to - end articulation of the value - adding work 

required to deliver a valued product or service. This myopia becomes particularly obvious 

when IT is tasked to create or install enterprise - wide systems (such as ERP). Its approach is to 

tackle the project functional area by functional area, the only approach it knows.  

  3. Resources to Perform That Work 

 Internally, the most dominant element in most organizations today has become resources, for 

several reasons. 

 One major reason we have already stated: the priority given the return to fi nancial stake-

holders. Resources is where the money is. This emphasis on value to fi nancial stakeholders exac-

erbates a fundamental misunderstanding of cause and effect between our four requirements of 

a business shown in Figure  2.1 . Many organizations behave as if there is a direct connection 

between resource management and returns to fi nancial stakeholders. Perhaps there is in the 

short term. But the longer - term reality is this: when things are working as they should inside an 

organization, resources make their contributions within value - creating work systems that pro-

vide valued products and services to customers, which in turn results in earnings to be distrib-

uted to fi nancial stakeholders. There is no viable shortcut to results by managing resources. 

 A second reason is the daily visibility of resources in any organization. The organization 

chart of a business is in most cases a high - level representation of the allocation of critical 

resources across the organization. Each function shown on the organization chart is a resource 

bucket, backed by a corresponding capital and expense budget. The visibility of the budget 

structure is understandable given that dollars are the lifeblood of a business, and in any well -

 run enterprise every nickel must be accounted for. The dollars are distributed at the  beginning 

of the year and their utilization tracked and accounted for publicly every month. Heads roll if 

resource utilization doesn ’ t tally with resource allocation at the end of the year. 
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 A third reason is resource ownership represents status and power for executives and man-

agers at every level of the organization. The bigger the resource bucket controlled, the greater 

the presumed value of the executive. And yes, there have been experiments in recent years 

with virtual teams and lateral promotions and managers without staffs, but clear away the 

rhetoric and we see that the power games regarding headcount have not changed.  

  4. Management of the Integration of Resources and the Work System to 
Produce the Desired Value 

 The relentless emphasis on resource management is predictable, given that resource utilization is 

critical but also relatively easy to monitor. (Who can ’ t compare  “ actual versus budget ” ?) As ready 

evidence of this bias, note the annual planning and budgeting ritual, which easily extends over 

four to six months of a year and consumes a quarter or more of management time annually. Add 

to this the time spent monthly, quarterly, and annually at every level of the organization, exam-

ining  “ actual versus budget ”  and pursuing endless initiatives to close any gaps between the two, 

and you easily come up with 85% of management time focused on resource management. Add 

to that the untold hours of effort by numerous staff organizations assigned to crank out moun-

tains of analyses and PowerPoint charts designed to protect the backsides of various and sundry 

managers, and you have organizations that barely get anything useful accomplished. 

 Meanwhile, the little attention paid to work and work systems is carried out within the 

functions and usually is focused on how to get more work with fewer resources. And all the 

while, the truth is that resources can be wisely managed  only  in the context of the value - add-

ing work required to deliver valued products and services. 

 But how do we make this happen? How do we get  “ resources ”  back in balance with  “ work ” ? 

Resource management is front of mind for every executive or manager in any business. 

( “ Who ’ s paying for that? It sure as hell isn ’ t coming out of  my  budget! ” ) In contrast, the value -

 adding work required to keep the enterprise in business is invisible — buried in essentially 

independent functional resource buckets. Like Rodney Dangerfi eld,  “ work ”  gets no respect! 

 A starting point for rebalancing the management of work and resources is to  think differ-

ently about the contribution of work   . . . .   

  THE VALUE MACHINE 

 Let ’ s reorient ourselves to our picture of the ideal components of a business as shown in Figure  2.3 . 

In that depiction, we start with the assertion that a business is fundamentally a value - producing 

machine (a Value Machine, for short) that exists to produce valued products and services to cus-

tomers (1a) and a return to fi nancial stakeholders (1b). When we look inside the machine, we see 

two fundamental components that must be managed in concert to produce the desired results: 

  The end - to - end Value Creation System (2) that effectively and effi ciently converts cus-

tomer needs and desires into products and services that those customers value and will pay 

for. In this context, we are no longer viewing work as resource - consuming activities but 

•
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rather as a carefully designed set of value - adding outputs leading to valued products and 

services. This system of  value - adding  work is the backbone of the business. The business is 

only as good as this value creation system.  

  The resources (3) necessary to fuel the value creation system.    

 The primary tasks of management (4) are to properly allocate and manage those scarce 

resources across the value creation system so as to effectively and effi ciently produce the 

desired products and services.   

 Now we see that there are really two critical dimensions to business performance that must 

be managed in concert: 

   1.   The  value creation dimension  (the system of value - adding work that delivers valued prod-

ucts and services to customers)  

   2.   The  resource dimension  (the scarce resources required to perform the value - adding work 

of the enterprise)    

 Up to this point in modern management the world over, the management effort has been 

skewed in the direction of the resource dimension, with inconsistent results. There is ample 

evidence of this imbalance between resources and value creation, including: 

  Endless cycles of reorganization that fail to work because the only thing being reorganized is 

the names on the functional resource buckets. There is seldom any change in the end - to - end 

•

•

 Figure 2.3 The Value Machine 
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value - adding work required to deliver the end product or service. In most cases, functional 

sub - optimization of the end - to - end work system continues unabated.  

  Failed product/service launches because key functions can ’ t or don ’ t participate in the 

design, development, and proper preparation of the organization for the launch, because 

of their functional resource constraints and inward focus on their own activities.  

  Customer outrage at companies that try to keep costs in line by skimping on resources (think 

of poorly staffed help desks and technical support) instead of properly delivering value.  

  Downsizing death spirals as companies try to resource - manage themselves back to profi tability. 

The resulting chaos in the value creation dimension is ignored by everyone but the customer.    

 It is time to begin managing both the value creation dimension and the resource dimension. 

 Business performance most defi nitely is not a case of resources  versus  value. The only way 

a business is going to survive in the future is the wise allocation of critical, scarce resources  in 

the context  of the organization ’ s unique value creation system. However, we are quick to 

acknowledge that this task is easier said than done. Forces driving an emphasis on resources 

are many, including: 

  As acknowledged earlier, the functional structure of organizations, which is legitimate and 

necessary (As we describe later, there are workable ways to accommodate both resources 

and value within a functional structure.)  

  The formal accounting, budgeting, and planning systems  

  The desire for some accountability, which is easier to approximate with a resource bucket 

structure    

 And there have been many efforts over time to bring back some balance between value and 

resources. One such effort was the short - lived Activity Based Costing movement, born of the 

need to link resources to specifi c activity. Because it was a bolt - on, shadow management sys-

tem, it quickly succumbed to the established accounting system. In something of a crude 

effort not to lose sight of the value creation system of an individual business, Gore, Inc., maker 

of GoreTex, among other products, has famously declared that they will not have a business 

of more than 300 employees. And in many businesses, the CEO calls out a half - dozen high -

 level initiatives for the year, in an attempt to impose some general value objectives on the 

already tightly resource - constrained organization. But to date, these and other approaches 

have not made a dent in the imbalance.  

  THE VALUE CREATION PERSPECTIVE 

 In the present context of work systems, the notion of process is frequently trivialized as 

  “ process improvement ”  — just another tool for cost reduction and productivity improvement. 

•

•

•

•

•

•
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But the need to recognize and manage the value creation system (along with resources) puts 

process in a different light, in a value perspective. For a business to achieve systematic, sus-

tainable value creation, two things are required: 

   1.   A sound value creation system — an infrastructure for delivering value  

   2.   Management of the value creation system    

 Process is at the heart of both these requirements. Regarding infrastructure, a sound value 

creation system is nothing more than an effective and effi cient network of value - producing 

processes. Thus process is the fundamental building block of a value creation system — a 

LEGO assembly of processes. With this understanding, we no longer look at processes as just 

a sequence of work activities to be modeled, improved, and managed in isolation. We see 

every process as a tightly woven component of a larger value creation  architecture : a picture of 

the total value creation system. Every modeling, improvement, or management effort of a 

process must be seen in the context of the total value creation system of a business — as a con-

tribution to that total value creation system. 

 Before a value creation system can be managed and improved, it must be articulated, made 

visible. Because process is the fundamental building block of the value creation system, pro-

cess is the tool we use to systematically articulate the previously unarticulated, invisible value 

creation system of a business. 

 Thus the strategic contribution of process is to make the invisible visible and the unman-

ageable manageable.  

  OVERVIEW OF THE VALUE CREATION HIERARCHY 

 Historically, the organization chart has been the de facto organizing template for business. We 

argue that what is needed is a different view, against which proper resource allocation deci-

sions can be made. Figure  2.4  is just that: a top - to - bottom framework for structuring the 

value - adding work in a business. We call it the  Value Creation Hierarchy , or VCH.   

 As you can see from Figure  2.4 , there are four levels of decomposition of the work carried 

out by the businesses making up an enterprise (the whole enterprise being at Level 1). And as 

you will see shortly, the VCH is more than just a documenting or decomposition scheme —

 every level is a work system structure and represents important decisions about work design. 

 Following is a quick overview of the fi ve levels of the Value Creation Hierarchy represented 

in Figure  2.4 . The VCH is explained in detail in Chapter  Three . 

  Level 1: Enterprise/Business Model 

 The Value Creation Hierarchy sees any enterprise or business organization as a system, oper-

ating as part of a super - system that consists of markets, competition, resources, and the gen-

eral business environment. 
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Process in a Value Perspective 33

 The enterprise is made up of revenue - producing businesses that conceive, sell, and deliver 

valued products and services to customers. The enterprise business goals are achieved through 

the performance of the individual business units. The business units are the basic engines, or 

 Value Machines , that deliver the value and generate the revenues for the enterprise. The deci-

sions around identifying and structuring business units are the fi rst level of decisions a 

 business makes about the structure of work. 

 Inside each business Value Machine, there are two major systems required to deliver value 

to customers and fi nancial stakeholders.   

   1.   The  Value Creation System  (VCS), which is the structure of work required to create and 

deliver value (or, if you will, the  “ operating system ”  inside the Value Machine)  

   2.   The  Management System , which guides the creation of value     

  Level 2: The Value Creation System 

 Since our focus here is the structure of value - adding work, Level 2 starts with the drill - down 

into the components that make up the Value Creation System. (The Management System is 

examined in Chapter  Five .) To provide value, a business must do three things, as represented 

by the three sub-systems that comprise the Value Creation System shown at Level 2.   

   1.   Identify the customer ’ s needs for a product/service and then fi nd, conceive, invent, design 

or obtain a product/service to meet that need. (Typically, this involves activities we com-

monly think of as product development, product launch, and product life cycle manage-

ment.) We call this processing sub-system  Product/Service Launched . The major  output  is 

the  “ successful launch of the right product/service, ”  as refl ected by sustained sales and 

profi tability of the product/service after launch.  

   2.   Make customers aware of their need for the product/service and convince them that the 

business has the right offering available to meet that need. (Typically, this involves the 

activities we attribute to Marketing and Sales.) This processing sub-system is  Product/

Service Sold , and the  output  is the  “ identifi cation, capture, and retention of customers. ”   

   3.   Deliver said product/service to the customer. (This typically includes all those activities 

involved in order processing, making ready for installation, installation, invoicing, servic-

ing, and warranty management.) This is the  Product/Service Delivered  processing sub-

 system, and the desired  output  is the  “ effi cient delivery, installation, and maintenance 

(to the customer ’ s satisfaction) of the product/service. ”     

 The Value Creation System as a whole is a critical organization level, but it is seldom recog-

nized and managed because of the highly visible resource dimension and the siloed owner-

ship of functional areas that leaves nobody in charge of the entire Value Creation System. Yet 

the VCS goals are the direct connection to the customer and business. It is essential that the 
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goals of the three sub-systems of Launched, Sold, and Delivered be aligned with the VCS goals 

and with each other, and that none of the sub-systems be allowed to sub - optimize the 

total VCS.  

  Level 3: Processing Sub - Systems 

 Each of the sub-systems of Launched, Sold, and Delivered in turn is made up of the work 

 processes necessary to achieve the goals of the sub-system. The Value Creation Hierarchy in 

Figure  2.4  shows the processes for a product - producing business, but the Value Creation 

System applies just as readily to a service business or a government or nonprofi t organization. 

We are adamant that, regardless of organizational type, you can always fi nd the equivalent of 

Launched, Sold, and Delivered sub-systems. However, as you will see, we don ’ t hold that there 

is a generic list of processes to describe the insides of each sub-system.  

  Level 4: Process 

 In Figure  2.4 , the process - level example is an explosion of the  “ Job Designed ”  process shown 

in the Delivered sub-system. In this case, the process illustrated has four steps: order entered, 

engineering assigned and scheduled, job specs packet developed, design reviewed. Again, the 

steps in any given process should be unique to a business, appropriate to its industry, custom-

ers, and products. This is the level of end - to - end business processes — both those providing 

value directly to customers and those that support the value - adding processes. And at this 

level there are often differences in the design and execution of these processes by industry and 

by company.  

  Level 5: Sub - Process/Task/Sub-Task 

 The sub - process level is the link to the performer through the structure of work tasks and 

sub-tasks. An individual, a technology system, or a combination of the two ultimately per-

forms the work of the organization. 

 For technology developers who create software systems and applications to enhance per-

formance at Level 5, it is vitally important that the requirements on which they base their 

designs are appropriately driven by the organization ’ s strategies, goals, and requirements, cas-

cading down through the Value Creation Hierarchy.   

  KEY FEATURES AND BENEFITS OF THE VALUE 
CREATION HIERARCHY 

 Why is the VCH an important and useful model? Here are the reasons: 

  Work/process defi nition starts at the top of the Value Creation Hierarchy with the business 

context. Each level of the VCH provides the critical performance context for subsequent 

•
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levels. At each level, you make unique  “ organizing work ”  decisions to optimize perfor-

mance at that level — but in the performance context provided by the preceding levels.  

  All levels of process and process performance requirements are linked to customer expec-

tations and business requirements (at Levels 1 and 2).  

  If you start below the Value Creation System level (that is, below Level 2) when defi ning 

processes, most likely those processes will not be directly linked to customer or business 

requirements, and they will fall into the dangerous sub - optimization zone, where it is 

easy, and tempting, to maximize the performance of one sub - process and thereby sub -

 optimize the performance of the larger process or sub-system. And as we have pointed 

out, managers ’  tendency to focus accountability on the resource dimension drives them to 

do all they can to look good, even at the expense of the larger system (which they don ’ t see 

anyway).  

  The VCH provides a roadmap for process practitioners, helping answer the questions, 

 “ Where am I operating in the VCH? Where should I be operating if I want to improve pro-

cess performance  and  organization performance? ”  For the process practitioner, the fi rst 

question should be,  “ What organization performance needs to be improved? ”  followed by, 

 “ What process performance needs to be improved to achieve that end? ”     

 The Value Creation Hierarchy makes it possible to align performance goals from the enter-

prise level to the performer level, as shown in Figure  2.5 .   

 Figure  2.5  depicts how the goals of a fi ctitious company can be established at enterprise 

level and then cascaded downward to each succeeding level of the Value Creation Hierarchy.   

  In the example, if a business had an annual revenue and profi t margin goal (goal number 

1), goals can be appropriately distributed down to each component of the Value Creation 

System, so there are sets of goals for the Launched, Sold, and Delivered sub - systems (goals 

2, 3, and 4).  

  Then goals can be cascaded down to processes inside each sub-system. For illustration, 

Figure  2.5  shows goals distributed for the processes inside Delivered (goals 4a, 4b, 4c, 

and 4d).  

  Then it is possible to distribute goals down to each sub - process within the sub - system 

(goals 4a1 – 4), in this case the Job Designed sub - process.  

  At the fi fth level, goals are assigned to Engineering Scheduler (goal 4a2).    

 The result is a set of vertically derived performance goals that link the contributions of 

individual performers (in this example, the Scheduler) to a key goal of the enterprise (revenue 

and profi t growth).  

•

•

•

•

•

•

•
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38 White Space Revisited

  CLOSING POINTS 

 The Value Creation Hierarchy is the conceptual foundation for the remainder of this book. It 

is the lens through which we examine the future applications of process — of process in a 

value perspective. 

 The rest of this book is all about the Value Creation System and the role of process therein. 

Major topics include: 

  The Value Creation Hierarchy, a generic framework for structuring the work required to 

create value in any business  

  The development of a value creation architecture for a business  

  Process management in the context of a value creation system  

  A robust methodology for improving processes and designing process management sys-

tems in a VCS context  

  Implications of the VCS for the role of the IT function in the future  

  The journey to a process managed organization    

 Our forthcoming companion book for management addresses managing the value cre-

ation and resource dimensions in concert.                                     

•

•

•

•

•

•
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39

 In Chapter  Two , we made the case for understanding the value - creating oper-

ating system of the business Value Machine. In this chapter we delve into the 

Value Creation Hierarchy (VCH), a framework for achieving that understand-

ing. The VCH is a framework for structuring the work of conceiving, selling, 

and delivering valued products and services. This generic framework can be 

used by any business to guide the identifi cation and articulation of its own 

Value Machine. 

 The Value Creation Hierarchy is our fundamental model for understanding how businesses 

organize, perform, and manage value - adding work. This framework makes it possible to 

understand, articulate, design, and manage the most complex of businesses. 

 At the end of Chapter  Two , we provided a brief overview of the VCH. Now we circle 

back and take a more detailed look at how it works and what are the implications for process 

design and improvement and for business management.  

  A DEFINITION OF PROCESS 

 Before we begin our detailed examination of the Value Creation Hierarchy, we need to be 

clear what we mean by  process . Just what is a process? Two things, as far as we are concerned. 

 First, as shown in Figure  3.1 , a process has these components: 

  Desired output  

  An input that will be transformed into the desired output  

  A system of work that accomplishes the transformation from input into output          

•

•

•

                                                                                                        The Value Creation Hierarchy          

C H A P T E R  T H R E E
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40 White Space Revisited

 Processes have been described in many different ways, but these components show up in 

some manner in most defi nitions. A few we have used in the past include describing a process 

as  “ a series of planned activities that convert inputs into outputs, ”  and  “ any repeatable set of 

activities. ”  However, though accurate, these defi nitions lack a few things. 

 The second thing we mean by  process , more fundamental than an emphasis on task 

sequence, is that it is really:  a construct for organizing value - adding work to achieve a business -

 value milestone in a way that meets three specifi c criteria : 

   1.   Effective and effi cient performance  

   2.   Effective management  

   3.   Competitive advantage    

  Effective and Effi cient Performance 

  First , a process is a construct for organizing value - adding work so that the work can be effec-

tively and effi ciently  performed . Most everyone would agree with that. Most process improve-

ment methodologies are focused on this attribute of process design.  

  Effective Management 

  Second , a process is a construct for organizing value - adding work so the work can be effec-

tively  managed . This is new. In the past, the major emphasis on organizing work has been 

effective and effi cient performance of the work. Effective  management  of the work — the orga-

nization of work so that management has the ability to plan and track performance and fi x 

accountability — has been overlooked. Take the assembly of an automobile engine as an 

example. 

 Engineers designing work processes would ordinarily group activities and parts into sub-

assemblies that come together at critical points so that the process is both effective (high -

 quality output) and effi cient (minimum cost and throughput time). 

 But if at the end of the process the engine fails to work as required, there are important 

questions to ask about the management of the assembly process: Why and where did the engine 

fail? Where in the assembly process is the cause of this failure? In what component? With what 

combination of components? Managers need to ask these questions and be able to fi nd the 

answers. In addition to effi ciency and effectiveness, the work must be designed and organized 

to give management  visibility  into the process and some  control  over its performance. 

 Figure 3.1 The Components of a Process 

OutputInputs
Transforming

Process
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The Value Creation Hierarchy 41

 The need for management visibility and control can be challenging when the work is per-

formed in multiple places, in different parts of the world, perhaps, or when the work has been 

outsourced. The design of an effective management system on top of such work processes is 

absolutely critical; it takes as much thought and creativity as design of the work itself. 

 On the other hand, when there is too much control built into processes, the management 

system can itself be a root cause of poor performance in work processes. A classic example is 

the product development process that is so burdened with project reviews and multiple sign -

 offs that the company fails to get its new products to market in time to beat the competition. 

Organizing work so that it can be effectively managed is a critical criterion for intelligent 

work design.  

  Competitive Advantage 

  Third , our defi nition of process means that, wherever practical, work should be organized 

within a business so as to provide that business with a  competitive advantage . This criterion is 

adapted from the work of Michael Porter, who has said:     

   “ A company outperforms rivals only if it can establish a difference that it can preserve. 

Ultimately, all differences between companies  . . .  derive from the hundreds of 

activities required to create, produce, sell, and deliver their products and services. ”   

   “ The essence of strategy is in the activities — choosing to perform activities differently 

or to perform different activities than rivals. ”   

   “ Competitive advantage comes from the way  . . .  activities fi t and reinforce one 

another. ”   1        

 In the context of the engine assembly example, Ford Motor Company, for example, should 

design and organize its engine assembly process in a way that is diffi cult for its competitors to 

duplicate without years of effort and expense. 

 There is an important assumption underlying our defi nition of process: that a process is 

not some God - given sequence of work that is chiseled in stone. Yes, the process engineers (or 

their equivalent) laid out a sequence of steps that meet the  “ work effectively and effi ciently 

performed ”  criterion. The process may make sense to them, but this isn ’ t the only criterion for 

organizing work. There are countless work activities required to produce any valued output, 

and, in most cases, there are options as to how that work is designed and organized. In addi-

tion, it is important that we recognize that not all outputs are valued equally. In the eyes of a 

business, some outputs may also be seen as key milestones in creating value for the business.   

   VCS  MILESTONES 

 The Value Creation System is a framework for structuring the value - adding work required to 

produce valued products and services. That work can be described in various ways, but most 

commonly it is defi ned by activities or processes. However, we can also describe the work 
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42 White Space Revisited

required by the VCS not by activities or processes but by the value produced by those activi-

ties and processes. 

 The VCS is comprised of three sub - systems, each of which results in a value milestone: 

at the end of the Product/Service Launched sub - system of processes, we have a product/ 

service that has been designed and is ready to be launched into the marketplace. At the end of 

the Product/Service Sold sub - system, we have a product/service that has been packaged, pro-

moted and marketed, and successfully sold; and by the end of the Product/Service Delivered 

sub-system, the product/service has been produced, readied for shipment, transported, and 

received by the customer. Once you get beyond the level of sub - system value milestones, sub-

sequent value milestones will vary by industry, business, and business strategies. 

 The value milestone concept is a very useful notion when trying to get agreement among 

various parties on the defi nition of a  “ process. ”  For example, four departments, plants, or 

branch offi ces are required to agree on one  “ order entry ”  sub - process. The fi rst thing the 

meeting facilitator (or whoever is responsible for producing this agreement) discovers is that 

each party means something quite different by  “ order entry ”  process, and each is in love with 

theirs. They each involve different activities carried out by different performers (both human 

and technology). And in each of the four locations the  “ order entry ”  processes all relate to 

other processes to different degrees and in different ways. The place to start such a discussion 

with the interested parties from the four locations is to get agreement on the value milestone 

of the group of activities roughly referred to as  “ order entry. ”  Once there is agreement on the 

value milestone (which might be expressed as  “ Order Formatted and Ready for Processing ” ), 

the discussion can move to the work required to achieve the milestone and the best way to 

organize that work (think  “ three criteria ” ). The next discussion is about who performs that 

work, and if appropriate, how. Not necessarily an easy set of discussions, but a lot easier (and 

quieter) than trying to engineer agreement without the value milestone concept.  

  NOW, A SECOND TRIP DOWN THE  VCH  

 Now let ’ s take a closer look at the Value Creation Hierarchy, the foundational model of this 

book (Figure  3.2 ). The VCH is a top to bottom framework for organizing work in a way that 

meets all three of our criteria for organizing work.   

 The VCH is also a scalable model. It can be depicted as a hierarchy of processes: 

   1.   The business at Level 1 is a process, transforming customer needs into products/services 

that meet those needs.  

   2.   The Value Creation System at Level 2 is a process, transforming specifi c customer needs 

and business requirements into products/services that will meet customer needs and gen-

erate the necessary revenue and profi ts to meet fi nancial stakeholder needs.  

   3.   The Product/Service Delivered sub - system at Level 3 is a process, transforming a sales 

order into installed communication hardware, operating to customer specifi cations.  
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The Value Creation Hierarchy 45

   4.   The Job Designed process at Level 4 is a process, transforming the sales order into a Job 

Order that specifi es how the product is to be built.    

 We use as an example the fi ctional Belding Engineering Services, Inc., to describe the VCH 

in detail. This will serve two purposes: 

   1.   Demonstrate our point that the VCH is a useful template for quickly understanding a fairly 

complex business  

   2.   Provide an example of the work structuring decisions at each level of the VCH    

 Important background to our example is the organization chart of Belding Engineering in 

Figure  3.3 , which is a decidedly resource dimension view of the company. As we make the sec-

ond trip through the VCH, we will uncover the value dimension of Belding Engineering.    

 Figure 3.3 The Belding Engineering Organization 

Production
Manager

Maintenance

Production Line
Supervisor

Shipping
Manager

Crew (3)

Production Line
Supervisor

Production
Controller

Marketing
Manager

Technical Writer

Researcher

Marketing
Specialist

Tooling

Engineer

Support

Technicians

Scheduler

Procurement
Manager

VP
Operations

VP
Administration

Buyers

Region
Manager

VP
Sales

Chief Design
Engineer

Outside Design
Firm B

Order Entry
Manager

VP
Engineering

Sales Rep.

Sales Rep.

Sales Rep.

Region
Manager

Sales Rep.

Sales Rep.

Sales Rep.

Region
Manager

Sales Rep.

Sales Rep.

Sales Rep.

Outside Design
Firm A

Information
Systems

Finance

Legal

Human
Resources

VP
Marketing

Product Manager

Product Manager

Product Manager

Internal
Design Dept.

Scheduler

CEO

c03.indd   45c03.indd   45 10/26/09   12:43:00 PM10/26/09   12:43:00 PM
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  LEVEL 1: ENTERPRISE/BUSINESS 

 Figure  3.4  depicts Level 1 of the Value Creation Hierarchy as an elaboration of the notion of 

an organization as a system. The starting point is the box at the center labeled  “ Any Enterprise. ”  

Those boxes external to the  “ Any Enterprise ”  box constitute what we call the  super - system , in 

which the enterprise (or  “ organization system ” ) resides. Every organization system has two 

further system characteristics: an  adaptive system  and a  processing system .   

  Organizations Are Adaptive Systems 

 The  “ Any Enterprise ”  organization system must continuously adapt to changes in its super -

 system, including changes in: 

  The consumer marketplace  

  The capital marketplace  

  Competition  

  Resources/supply chain  

  The general business environment of  

�   The economy  

�   Culture  

�   Natural environment  

•

•

•

•

•

Any Enterprise

Management System

Businesses

Value Creation System

Management System

Resources

Technology
Providers

Technology

Suppliers
Materials/

Equipment

Labor
Market

Human

Resources

Capital
Market

Financial
Stakeholders

Competition

Capital

Returns

Investments

Products/

Services

Order for Product/Service

Products/ServicesResources

Customers

Markets

Business Environment

Geopolitical Regulatory/Legal Economy Natural Environment Culture

Level 1
Enterprise/
Business

Value Chain

 Figure 3.4 The Value Creation Hierarchy: Enterprise Level 
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The Value Creation Hierarchy 47

�   Governmental/regulatory  

�   Geopolitical circumstances      

 This super - system that surrounds the organization system is the ultimate performance 

reality and performance context. Bluntly put, every business must adapt to the reality of its 

super - system or die.  

  Organizations Are Processing Systems 

 Next, let ’ s shift our focus to the inside of the  “ Any Enterprise ”  box in Figure  3.4 . We argued in 

Chapter  Two  that every business is a processing system or Value Machine that takes in inputs 

(that is, customer needs) and converts them or transforms them into outputs  valued  by cus-

tomers. In so doing, the business consumes or utilizes key resources such as capital, technol-

ogy, human resources, materials, and equipment. 

 Any Enterprise is made up of revenue - producing businesses that conceive, sell, and deliver 

valued products and services to customers. The enterprise business goals are achieved through 

the performance of the business units. The business units are the basic Value Machines that 

deliver the value and generate the revenue of the enterprise. 

 Although we can think of the entire enterprise as a giant Value Machine, the businesses are 

really the starting point for serious process thinking. The business unit provides the business 

context for processes and is the fi rst link in the connection of process results to organization 

results. 

 Now let ’ s begin to apply the VCH framework to Belding Engineering Services, Inc. In this 

example, Belding is one of several businesses that make up a company we will call  “ Corporate, ”  

which is the enterprise. Belding is the Value Machine we are going to look at through the 

VCH lens. 

 Belding Engineering is part of its own extended value chain (from suppliers to customer ’ s 

customers) and has its own management system and super - system, including markets, com-

petitors, resource requirements (and, possibly, sources), and business environment (particu-

larly legal and regulatory requirements). 

 Because each business unit operates in its own super - system, each requires its own strategy 

to determine how it will successfully compete in its market given the dynamics of its ever -

 changing super - system. 

 Determining exactly how to organize businesses around products, services, and markets 

(that is, determining a business model) is the fi rst set of decisions regarding the organization 

of work. Those decisions are, in fact, all about how to organize the work of the enterprise so 

that it can be  performed  effectively and effi ciently, can be  managed  effectively, and offers the 

potential for a sustainable  competitive advantage . Failure to design an effective business model 

is a fundamental strategic misstep that cannot easily be overcome through subsequent tactical 

adjustments and maneuvers.  

c03.indd   47c03.indd   47 10/26/09   12:43:01 PM10/26/09   12:43:01 PM
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  Level 1 Key Points   

  Belding Engineering/Any Enterprise is a system, adapting to the continuing changes in its 

super - system and creating value for its customers and fi nancial stakeholders.  

  Belding Engineering/Any Enterprise must be connected to its super - system, clearly under-

standing the constraints and opportunities therein.  

  Belding Engineering/Any Enterprise must understand the value expected by the customer 

and have worked through the trade - offs between customer desires and business realities.  

  The business unit provides the business context for processes and is the fi rst link in the 

connection of process results to organization results. Failure to make this connection is the 

most common mistake made by process practitioners, leading directly to the increasingly 

frequent lament,  “ We aren ’ t getting the return we expected from our process work. ”      

  Tool: Super - System Map 

 A tool we use to help clients track and understand their critical relationship with their super -

 system is the  super - system map . (See the Belding Super - System Tool in Figure  3.5 .)   

 This diagram can be used by management teams to perform systematic strategic reviews 

or do planning. The tool can help to facilitate year - to - year reviews of trends by working the 

team through all key components of the super - system to analyze current state and predict 

future scenarios. At Belding, rather than rely on a rather arbitrary  “ threat/opportunity ”  exer-

cise, an annual super - system review is used to align the executive leadership team on a com-

mon view of the next three years. This review becomes input to the annual strategy review 

exercise:  “ Based on what has happened and we believe will happen in the next three years, 

what changes should we make regarding our strategy? ”  The annual super - system analysis also 

becomes input to the subsequent update of the running three - year operating plan:  “ Based on 

what is happening and likely to happen in our super - system, what changes must we make to 

the design and resource allocation of our Value Creation System? ”    

  LEVEL 2: THE VALUE CREATION SYSTEM ( VCS ) 

 In the traditional, resource - oriented worldview, if you were to lift the lid off any of the business 

boxes in Figure  3.2 , Level 2, the fi rst level of work detail you would see is the organization chart or 

 “ resource buckets. ”  In applying the Value Creation Hierarchy lens to Belding, the fi rst thing we see 

inside Belding (and any business) at Level 2 are the three processing sub-systems that work together 

to create valued products and services. These constitute the  Value Creation System  (VCS). Every 

business has some approximation of the  Launched, Sold, and Delivered  sub-systems as depicted in 

Level 2, usually largely invisible and not well managed. (Hard to manage something you can ’ t see.) 

 Figure  3.6  shows the nonlinear relationship among Launched, Sold, and Delivered. The 

table at the bottom of the fi gure provides more detail on the three sub-systems that comprise 

the Value Creation System.       

•

•

•

•
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50 White Space Revisited

     Primary 

Processing 

Sub - Systems      Input      Output      Description   

    Product/Service 

Launched  

(Product/Service Life 

Cycle)  

  Customer need to 

be satisfi ed  

  Product/Service/ 

Offering ready to 

be Sold, Delivered, 

and Supported  

  Two parts: 

  1.    Finding or inventing and launching a Product/Service/

Offering that will satisfy a customer need  

  2.    Managing the Product/Service/Offering life cycle     

    Product/Service Sold   

(Customer Life 

Cycle)  

  A Product/Service/

Offering ready to be 

Sold   to potential 

customers  

  An order for a 

Product or Service  

  Three parts: 

  1.     “ Demand Generated ” : Creating demand for the 

Product/Service, usually done by Marketing. Output is 

usually a  “ lead .”   

  2.     “ Customer Committed ” : Frequently requires a Sales 

organization to convert  “ interest ”  into a commitment to 

purchase.  

  3.     “ Relationship Maintained ” : Enhancement and mainte-

nance of the customer relationship       

    Product/Service 

Delivered   (Order Life 

Cycle)  

  Product/Service 

available to deliver 

  Customer order  

  Delivered Product/

Service ready for 

use by customer  

  At least two parts: 

  1.    Processing the Order, from  “ Order entered ”  to 

 “ Payment received ”  and  “ Warranty administered ”   

  2.    If a  Product ; making and delivery. If a  Service ; custom-

izing and delivering. 

 May also include installation and servicing     

Any Enterprise

Technology

Materials/

Equipment

Human

Resources

Stakeholders
Capital

$

Product/

Service

Customer

Market

Product/Service Ordered

Product/
Service

Launched

Product/
Service

Sold

Product/
Service

Delivered

Contributing
Processes

Value Creation System

Management System

 Figure 3.6 The Primary Processing Systems of an Organization 
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The Value Creation Hierarchy 51

 Note that each sub-system has its own life cycle, all of which have to be integrated at some 

level: 

  Product/Service Launched is about the  product/service life cycle , which runs years and 

extends from product/service conception through enhancements and modifi cations, to 

eventual  “ sun setting. ”   

  Product/Service Sold operates on a  customer life cycle , which may run years, from the time 

the customer is initially aware and attracted to the products/services of the business 

through committing to a purchase and remaining a satisfi ed, loyal customer.  

  Product/Service Delivered operates on an  order life cycle , starting with the receipt of an 

order through delivery and servicing of the product/service.    

 As at Level 1, we are making work defi nition and structural choices at Level 2, using our 

three process defi nition and design criteria. A key decision in any business has to do with the 

number and structure of the Value Creation Systems. This decision can affect the performance 

of the Value Creation Systems, their manageability, and whether they offer a competitive 

advantage. For example, let ’ s look at Belding ’ s VCS choices. The company currently has four 

major product lines, which might be treated as follows (see Figure  3.7 ): 

   1.   A single Value Creation System used by all three product lines  

   2.   Separate lines of business with alternative dedicated Value Creation Systems for each  

   3.   A common Launched for each product line, but dedicated Sold and Delivered for each          

 4. Common Launched and Sold for the lines of business, but dedicated Delivered for each

 You can see the VCS variations that can be developed, depending on product and market 

characteristics, the elements Belding wishes to optimize, and our three work organization cri-

teria. For example, does the VCS structure: 

  Provide effective and effi cient  performance  of the value - adding work?  

  Lend itself to suffi cient and effi cient  management  control?  

  Provide some  competitive advantage ?    

 At Level 2, we have our fi rst opportunity to link the value and resource dimensions. We do 

this via the Value - Resource Relationship Map in Figure  3.8 . For purposes of illustration, this 

graphic assumes Belding has just one VCS and juxtaposes the vertical functions as represented 

by the Belding organization chart in Figure  3.2  and the three sub-systems composing the 

VCS. According to this graphic, the Product Launched sub-system involves all the Belding 

functions except Shipping. The Product Sold sub-system involves only Marketing and Sales. 

And you can see who is involved with Product Delivered.   

•

•

•

•

•

•
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 There are several points to notice in this Value - Resource Relationship Map: 

 First, it makes it very clear that there are two dimensions of a business that must be man-

aged in concert. As you look at Figure  3.8 , imagine that the VCS sub-systems of Launched, 

Sold, and Delivered had not been made visible by that graphic, and you ’ ll be able to see why 

an organization trying to manage solely by the resource buckets is bound in the long run to 

fail. They have no organized way to get their hands around the work required to systemati-

cally and effi ciently create valued products/services. 

 Second, it makes it clear that managers are going to have to learn to simultaneously man-

age in both the value and resource dimensions (a supportive management system can help 

with this task, as you will see in Chapter  Five ). The map in Figure  3.8  also provides insight 

into the multiple tasks to be performed by key functions. When asked,  “ What is your major 

area of responsibility? ”  most every Sales executive will tell you it is  “ selling. ”  But Figure  3.8  

shows that at Belding, Sales contributes to all three VCS sub-systems — and its contribution 

to each is not trivial (although frequently unmanaged). Obviously Sales is a major player in 

the Sold sub-system. But it is also a critical player in Launched, where its market intelligence 

and customer knowledge are essential to new product selection and design. And fi nally, the 

accuracy of their order specifi cations as Step 1 in Delivered has a huge impact on subsequent 

product quality and customer satisfaction. The Value - Resource Relationship Map makes it 

Belding Engineering

Belding Engineering Value-Resource Relationship Map

Resources

Technology
Providers

Suppliers

Labor
Market

Capital
Market

Corporate

Competition

$

Product/

Service

Customers

Market

Admin Engineering

Procurement Production Shipping

Operations

Product/Service Delivered

Marketing Sales

Product/Service
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Product/Service Launched

Management System

 Figure 3.8 Value – Resource Relationship Map 
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very clear that Sales must support all three of the sub-systems, and resources must be allo-

cated accordingly, or the VCS will be corrupted. The Relationship Map also makes it clear 

that the  functions (resource buckets) exist to perform and support the work of the Value Creation 

System . 

 You can see that the decision about how to structure work at the Value Creation System 

level (Level 2) often implies designs for both the value  and  resource dimensions. For example, 

in order to achieve effective and effi cient performance of the process, you might decide you 

need rapid communication of customer order requirements between departments. A human 

resource solution might be to structure a cross - functional team; a technology resource solu-

tion might be to buy or build a real - time customer order tracking system. 

 In 1990, Geary and Alan Brache wrote about the need to  “ manage the white space between 

the boxes on the organization chart ”  in  Improving Performance . The concern at that time was 

that functions were managed, but that the critical gaps  between  functions (the  “ white space ” ) 

were not. The remedy proposed for management of processes that cut across the various 

functions was to manage that  “ white space. ”  But with the introduction of the Value Creation 

System as a way to better understand and organize value - adding work, we now see an even 

more dangerous and insidious white space: the gaps between the three sub-systems. We all 

have experienced these gaps, which are revealed by management comments such as: 

   “ We continually invent products (services) we can ’ t sell! ”   

   “ We sell products (services) we can ’ t deliver! ”   

   “ We design products (services) we can ’ t deliver on time and we lose money on every sale! ”     

 These statements are all symptoms of the failure to manage the white space among 

Launched, Sold, and Delivered — the failure to manage the Value Creation System. 

  Level 2 Key Points   

  The design and management of work at Level 2, the Value Creation System level of the 

Value Creation Hierarchy, is critical. If this isn ’ t done properly, all the process and manage-

ment work at subsequent levels are forever compromised.  

  This is the last level to connect directly to the customer. If the connection is not made here, 

there is no way it can be accomplished at subsequent levels.  

  It ’ s at Level 2 that critical decisions about the resource buckets ought to be made. The 

Value Creation Hierarchy helps managers to make rational optimization decisions about 

how to position resources in the Launched, Sold, and Delivered sub-systems.  

  Alignment of the Value Creation System is essential.  

�   The VCS must be aligned with customer expectations and business requirements.  

�   Sub-system goals must be aligned with the VCS goals and with each other.  

•

•

•

•

•

•

•
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�   Sub-systems must not be allowed to maximize or optimize their performance at the risk 

of suboptimizing the total VCS.  

�   Don ’ t let resources trump value.    

  Despite the preceding points, in most organizations the Value Creation System is largely 

invisible and seldom managed in total. For years, organizations have spent time and money 

chasing disconnects in processes at Level 4 of the Value Creation Hierarchy, while poten-

tially fatal disconnects among Launched, Sold, and Delivered go unmanaged. (A notable 

example is the high - tech pharmaceutical company that surprised their VP of Sales with a 

requirement to hire and train 1,500 new sales reps in the next six months to handle a new 

product introduction.)  

  The three sub-systems of Launched, Sold, and Delivered constitute a three - block model, 

which is a powerful framework for guiding critical management decisions (addressed in 

detail in our companion book for executives and managers). For example:  

  1.   Systematically comparing your Launched, Sold, and Delivered sub-systems with those 

of a key competitor to see where in the basic Value Creation System  

  Your competitor has a competitive advantage.  

  You have the potential for a sustainable competitive advantage.    

  2.   Systematically comparing your Launched, Sold, and Delivered sub-systems with those 

of a potential acquisition to understand what parts of the Value Creation System can be 

effectively integrated and which should remain as separate entities  

  3.   Evaluating the potential impact of outsourcing various processes on the effectiveness of 

the Value Creation System. How would this decision impact:  

  The performance of the VCS?  

  The ability to effectively manage the VCS?  

  The potential for a competitive advantage in the VCS?        

 The Value Creation System (Level 2) is the missing link in strategy implementation. The 

Value - Resource Relationship Map in Figure  3.8  makes it clear why strategies are seldom suc-

cessfully implemented. Historically, in a  “ resource dimension - only ”  world, once a strategy has 

been determined, the implementation tasks are doled out to individual functions for relatively 

independent implementation. Each function focuses on the work assigned its function. And the 

overall organization results are seldom what was intended. (The sum of the parts is way short of 

the anticipated  “ whole. ” ) Figure  3.8  points out the step that is missing. You can ’ t go from an 

organization - level strategic goal directly to functional goals. The necessary sequence is: 

   1.   Organization strategic goal to VCS goal  

   2.   VCS goals to goals for each of the processing sub-systems: Launched, Sold, and Delivered  

   3.   Launched, Sold, and Delivered goals to the coordinated goals of functions    

•

•

•

•

•

•

•
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 In short, you implement a strategy through the integrated management of the value and 

resource dimensions, not through the resource dimension alone.  

  Tool: Value – Resource Relationship Map 

 The Value - Resource Relationship Map shown in Figure  3.8  can be used as a tool to do the 

following: 

  Contrast the  “ is ”  value - resource relationships with a  “ should ”  picture. The Belding Map in 

Figure  3.8  is a  “ should ”  depiction, showing the ideal participation of all functions except 

for Shipping in Product Launched. However, the reality of  “ is ”  in many businesses is that 

Launched activities are usually confi ned to the Marketing Department with token (and 

reluctant) participation by Engineering (or the reverse). For various reasons, Sales and 

Production sit on the sidelines, ready to criticize the new product/service. Presenting the 

executive team with contrasting  “ is ”  and  “ should ”  Value - Resource Relationship Maps is a 

good start in recognizing and managing the VCS.  

  The CEOs of several of our client organizations have used the  “ should ”  relationship map 

to align their leadership teams around their accountability for managing both the value 

and resource dimensions of the business.      

  LEVEL 3: PROCESSING SUB - SYSTEMS 

 The next level of value - adding work in the Value Creation Hierarchy is  Processing Sub-Systems . 

Each of the three processing sub-systems in turn is made up of the value - adding work pro-

cesses necessary to achieve their respective goals. The process goals and requirements of the 

individual processes within each processing sub - system must be aligned with one another to 

accomplish the goals of the entire processing sub - system. 

 Again, at this level, we are structuring and organizing the work according to our three pro-

cess criteria. We are defi ning and designing the system of processes within each processing 

sub - system so that: 

   1.   They can perform together effectively and effi ciently.  

   2.   They can be effectively managed.  

   3.   They can, either individually or in a unique combination, offer the potential of a competi-

tive advantage.    

 Those processes making up the processing sub - systems at Level 3, Figure  3.2 , are from our 

Belding example. Unlike Level 2, where we hold that the Launched, Sold, and Delivered tem-

plate applies to all businesses, at Level 3 we don ’ t suggest that there is a generic list of pro-

cesses for each processing sub - system. On the contrary, per our third criterion (competitive 

advantage), we expect and encourage some process uniqueness. For sure, the processes  making 

•

•
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up the Launched processing sub - system will necessarily vary by industry (retail, petroleum, 

fi nancial, telecommunications). At the level of detail shown in Figure  3.2 , the three processes 

making up the Belding Sold processing sub - systems probably hold for most businesses (until 

you go to the next level). The processes within the Belding Delivered processing sub - systems 

are representative of a classic manufacturing operation and do not apply to other types of 

businesses. 

 Figure  3.9  presents an expanded version of the Value Creation Hierarchy. Starting with 

Level 3, we show two types of processing sub - systems: 

   1.   On the right, we continue to show the decomposition or drill - down of the  transforming  

or  primary  sub - systems and processes that constitute the core VCS and directly touch the 

customer or customer buying process.  

   2.   On the left, we now show the decomposition of what we are calling  contributing process-

ing sub - systems .          

 Contributing processes are comparable to what others call  “ enabling ”  or  “ supporting ”  pro-

cesses. We are calling them  “ contributing ”  processes because we want to make it clear that they 

are key contributors to the overall VCS, not  “ second - class citizens. ”  But they make their contri-

bution through the services they deliver to the primary processes and processing sub - systems. 

 The major reason for making this distinction between contributing and primary processes 

is to clarify the working relationship between the two. As shown in Figure  3.9 , Level 3, Belding ’ s 

 “ Human Capital Available ”  sub - system contributes to the Product Delivered sub - system. (In 

fact, it contributes to all three processing sub - systems.) This means that the goals and process 

requirements for the Human Capital Available sub - system come from the primary processing 

sub - system that is directly connected to the customer (through the VCS). The practical point 

is, if you are attempting to improve a contributing process or processing sub - system, you need 

to understand that the requirements on that process or processing sub - system come from the 

primary processes or processing sub - systems. Failure to do so is a too common mistake: 

designing a contributing process to internally driven requirements. Improving a contributing 

process starts with determining the requirements of the primary processes it serves.  2   

  Tool: Cross - Functional Value Creation Map ( CFVC ) 

 The value - adding work at the processing sub - system level of an organization can easily be 

captured in a format we call a Cross - Functional Value Creation Map, such as that shown in 

Figure  3.10  for Belding Engineering.   

 This format incorporates the same horizontal swimlane convention frequently used to cap-

ture processes that are performed by multiple functions. It provides a high - level summary of 

all the value - adding work performed within a total Value Creation System, from Launched 

through Delivered. Any process box can be  “ double - clicked, ”  as appropriate, to show detailed pro-

cess maps. Note that these processes are all nested in the performance context of the next higher 
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level, starting with the Launched, Sold, and Delivered sub - systems and the VCS. At no point 

are the processes working in a vacuum, separated from the VCS connection to the customer. 

Note also that at a macro level, the value - adding work of the VCS is now linked to the func-

tional resource buckets shown along the vertical axis. The Cross - Functional Value Creation 

Map is a powerful tool for beginning to manage the Value Creation System for several reasons: 

  It captures on one page:  

�   The work necessary to produce value for the customer  

�   The work that must be managed if the organization is going to successfully meet cus-

tomer (and, eventually, investor) requirements.    

  It highlights for executives:  

�   Critical hand - offs (potential white space) that must be managed  

�   Likely points for performance measures    

  It provides a framework for helping the executive team in systematically  “ troubleshooting ”  

poor VCS performance, rather than engaging in nonproductive  “ fi nger pointing ”  between 

functions.    

 The Cross - Functional Value Creation Map also helps point out some subtle but important 

points regarding the Launched, Sold, and Delivered sub - systems. In particular, the map 

accommodates the different life cycles and time horizons of the Launched, Sold, and Delivered 

sub - systems.   

  Within Launched:  

�   The New Product Developed and Launched process of Belding Engineering may encom-

pass a two -  to four - year cycle for a given product.  

�   In contrast, the Product Portfolio Managed process operates on a multiyear timeline that 

extends until a product is  “ sunsetted. ”     

  Within Sold  :

�   The Demand - Generated process is potentially a multiple - year time horizon for a given 

product.  

�   The Customer - Committed process (from lead to order taken) may run several months.    

  Within Delivered:  

�   A variety of different cycles, for the Job, for Inventory Management, and so on.      

 One fi nal point that the Cross - Functional Value Creation Map helps to make clear: There is 

more to the Launched sub - system than meets the eye — more than the typical notion of  “ prod-

uct development and introduction. ”  Focusing on the New Product Developed and Launched 

•

•

•

•

•

•
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process on the map in Figure  3.10 , note the number of Belding functions that must partici-

pate in this process for a successful product launch. Also note that the Launched sub - system 

includes the design (boxes 5 and 6) of all necessary product support, including preparation of 

the sales force to sell the product and assistance to Production to make the product. In con-

trast to the earlier example of the pharmaceutical fi rm, there is no designing a product and 

throwing it  “ over the transom ”  for Sales to fi gure out how to sell it and Production to  fi gure 

out how to produce it. One of the requirements on the Belding Launched sub - system is  “ orga-

nization prepared/enabled ”  to support the new product/service in every way. From our expe-

rience, the Launched sub - system provides the greatest opportunity for improvement in most 

organizations.  

  Level 3 Key Points   

  At the Processing sub - system level, the focus is the unique organization of the value - add-

ing work of a business so that it can be effectively performed and managed and provides 

the potential for a competitive advantage. As a result, process defi nition (that is, the orga-

nization of work) should be driven by the specifi c strategies, goals, and competitive chal-

lenges of the individual business as you move down the Value Creation Hierarchy.  

  It is essential that the processes within each sub - system be aligned with the goals of the 

sub - system and each other. A primary management task is to be sure no process sub - opti-

mizes the performance of the sub - system whole.  

  Management of the processing sub - systems is more critical than management of a single 

process. We suggest a processing sub - system management team fi rst and foremost, then 

single - process management teams as necessary to oversee processes with broad functional 

interdependency. We discuss this more in Chapter  Five .  

  Effective ongoing alignment and management of the processing sub - systems requires a 

solidly designed and implemented management system. The Cross - Functional Value 

Creation Map makes the process integration management task very visible.      

  LEVEL 4: PROCESS 

 The next level of value - adding work captured in the Value Creation Hierarchy is the  Process  

level. Figure  3.9  depicts both a Belding primary and a contributing process exploded from the 

Processing sub - system level. Although on the surface, the Job Designed process in Figure  3.9  

might look like a typical  “ order entry ”  process, it is essential that the process steps are unique 

to the business, refl ecting its industry, customers, and products. 

 The value - adding work at the Process level of the Value Creation Hierarchy is captured 

in the cross - functional process map format shown in Figure  3.11 .   

 This is essentially a drill - down of a portion of the Product Delivered sub - system portion 

of the Value Creation map shown in Figure  3.10 . In more detail, we see what resources are 

•

•

•

•
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required of what functions to deliver the valued process outputs. Figure  3.12  shows another 

level of technology specifi cation that can be captured using the Cross - Functional Process 

Mapping tool. Note that the fi fth swimlane in Figure  3.12  shows the role of technology as part 

of the value - added work system. The Cross - Functional Value Creation and Process Maps are 

essential tools in making the value dimension of businesses visible and manageable.   

  Level 4 Key Points   

  You cannot look at a Level 4 process in a performance vacuum. Whether primary or con-

tributing, an individual process has requirements and goals that should be determined by 

sub - system requirements and goals and ultimately by VCS requirements and goals. Failure 

to make these connections leads to the increasing grumbling that process improvement 

work does not affect organization results and raises the disturbing (but not unwarranted) 

question,  “ Is BPM a fad? ”   

  As before, we adhere to the three process defi nition and design criteria when organizing 

work at this level:  

  1.   Can the process be effectively and effi ciently  performed ?  

  2.   Can the process be effectively  managed ?  

  3.   Does the design of the process offer the potential for a  competitive advantage ?       

  Tool: Cross - Functional Process Map 

 In our experience, the Cross - Functional Process Map shown in Figure  3.11  is one of the most 

useful tools available for analyzing, designing, improving, and managing processes. It has two 

very useful features: 

   1.   It allows you to capture reality, in that most any process of consequence is cross - functional 

(or minimally, cross - performer). This makes it easy to see the cross - functional (or cross - per-

former) hand - offs, which is the  “ white space ”  leading to many process performance issues.  

   2.   Every process step and performing entity is seen in the larger, total process context.    

 As you will see in Chapter  Seven  on methodology, we use the cross - functional process map 

format to: 

  Capture an  “ is ”  process  

  Validate an  “ is ”  process  

  Record a  “ should ”  process  

  Communicate the  “ should ”  process to all parties that must perform and manage the process  

  Specify requirements for systems      

•

•

•

•

•

•

•
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68 White Space Revisited

  LEVEL 5: SUB - PROCESS/TASK/SUB - TASK 

 The  Sub - Process  level is the link to the performer through the structure of work tasks and 

sub - tasks. An individual, a technology system, or a combination of the two ultimately per-

forms the work of the organization. There are important tradeoffs to be made at this level 

between the human and technology performers, balancing the fl exibility and adaptability of 

the human against the consistency and control of technology. In Chapter  Six  we present a 

powerful framework for integrating human and technology performers with process design 

as part of a process design/improvement methodology. 

  Tool: Cross - Functional Process Map 

 We continue to use the Cross - Functional Process Map to organize and understand the struc-

ture of work at Level 5, as it displays the relationships among performers executing tasks. 

When there is just one performer, the map is really just a fl owchart. But very often, there are 

at least two swimlanes: one for the human performer and one for the technology that sup-

ports the people performing the tasks. 

 In addition, we often use two other tools at this level, where we are most defi nitely design-

ing or trying to understand both what the work is and how the resources are being used to do 

the work. These tools are  

  1. Role – Responsibility Matrix 

 This tool is used to add explanatory information about the roles performed in a given pro-

cess. The process map is usually a cursory identifi cation of the various steps in the process, 

but a Role - Responsibility Matrix can provide more information on exactly how steps are per-

formed and who is doing what, especially when a given step is performed by more than one 

performer. 

 In Table  3.1 , the Role-Responsibility Matrix reveals that it takes two different roles (order 

entry and production control) to complete the order assignment.    

  2. Technology Enabler Chart 

 To specify exactly what an existing or proposed technology would do to support a given pro-

cess, we often use a tool called a Technology Enabler Chart, a sample of which is shown in 

Table  3.2 .   

 Table  3.2 , developed in most cases for a proposed or redesigned process, provides the fol-

lowing information: 

  Identifi es and names each technology (systems, databases, applications) imbedded in a 

process  

  Describes the characteristics of the technology — in business terms, What should the tech-

nology accomplish or how does it support the work process?  

•

•
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 Table 3.1 Role - Responsibility Matrix 

     Function       Order Entry/Customer 

Service   

   Engineering Design      Production Control      IT Systems   

Process Steps

     Order Entered     The Customer Order 

Specifi cation (COS) is entered 

into the Order Tracking 

System.  

All required fi elds are populated.

  Unique requirements are 

notated in the  “ Notes ”  fi eld.  

            

     1. Order Opened:  

  •  Number 

assigned  

  •  Schedule queue 

updated     

            Orders and schedule 

updates reviewed. 

Adjust ments made if 

needed based on 

“Notes” fi eld.

  Order numbers assigned 

sequentially as received.  

Production schedule 

updated based on order 

delivery date.  

     2. Engineering 

Scheduled   

      New orders scheduled 

for detailed 

engineering.

  Order assigned to spe-

cifi c engineer for 

completion  .

        

     3. Order Tracking 

Begun (CT clock 

ticking)   

              Order tracking initiated.  

Cycle time captured and 

available for reporting.  

     4. COS Reviewed         Order specifi cations 

evaluated for clarity and 

understanding.  

        

 Table 3.2 Technology Enabler Chart (excerpt) 

     Technology Item      Desired Characteristics      Related Design Details 

Documents   

   Technology Status   

    Automatic order 

routing   system 

includes triage rules  

  Upon submission of order, triage 

rules applied to auto - route to 

appropriate Engineering queue  

Extensive business rules validate 

completeness of submissions  

  3.5.2.  Order submission   

3.5.3.  Engineering queue 

accessed   

  Technology does not exist in the 

organization today, but it does exist 

in market and is a mature 

technology  

Requires creation of new service 

module

  Requires additional infrastructure  

  Describes the current state of the technology:  

�    Brand - new concept:  Does not exist today  

�    Available but not owned:  Can be purchased on the market but the company does not 

own it today  

�    Owned:  Can be used as it exists today in the company  

•
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�    Needs upgrade:  Is owned but would require upgrading or improvement to be used for 

this process purpose    

  Identifi es any existing documentation that might further describe the desired technology 

(for example, use cases, activity diagrams, product specifi cations)     

  Level 5 Key Points   

  The majority of process improvement work done in organizations today is at Level 5, the 

sub - process level, buried within functions. (This is especially true for process defi nition 

and improvement work initiated by the IT function.) The major fl aw is that the  “ improve-

ment ”  work starts at this level, absent any performance/requirement context provided by 

Levels 2 through 4. The results are  :

�   The organization can ’ t see the impact of the change on organization or business results.  

�   There is high risk of maximizing the performance of one sub - process or function but 

sub - optimizing the performance of the Value Creation System.  

�   In the case of participation by the IT function, the risk of planting more technology leg-

acy land mines.    

  At the root of the tendency to start process improvement work at Level 5 is the failure to 

understand that there are two dimensions to a business, as illustrated in Figure  3.13 .  

  1.   The top view depicts the organization chart or  resource view  of a business. If that is the 

prevailing view of an organization, there is a great bias to identifying processes (in real-

ity, usually sub - processes) as operating nearly exclusively within functions. When 

viewed this way, there is no way to connect a functional silo - constrained sub - process to 

organization results without a lot of accounting hocus - pocus.  

  2.   The bottom diagram shows the typical relationship between the  value  and resource 

dimensions of a business. This view of an organization illustrates the reality that most 

processes (and even sub - processes) are cross - functional, link to one of the three pro-

cessing sub - systems, and must be analyzed and designed or improved as a whole.              

  POTENTIAL PITFALLS IN CURRENT PRACTICES 

 In Figure  3.14  are two alternative views of the internal workings of a business as a Value 

Machine. The left view is what you see of the Value Creation Hierarchy if you focus on just the 

resource dimension. You see the business at Level 1, and then the performers at Level 5. Levels 

2 – 4 are invisible. The right - hand view is the full VCH.   

 Using this as context, we provide some observations and insights about current BPM and 

management practices: 

•

•

•
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 Figure 3.13 Resource - Centric and Value - Centric Approaches to Process Defi nition 
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  Current  BPM  Practices 

   Process Identifi cation Pitfalls 

  Too often, process identifi cation starts in a vacuum, at Level 4 or 5, in functional silos. This 

means the process/sub - process is disconnected from the requirements of the business, its 

Value Creation System, and processing sub - systems.  

  Adopting a generic list of processes or a reference model rather than articulating and 

understanding their organization ’ s potentially unique VCS at Levels 2 and 3. This ignores 

our third process design criterion of  “ Look for a competitive advantage. ”     

   Process Improvement Pitfalls 

  If processes are not linked to the VCS and the Launched/Sold/Delivered processing sub -

 systems, subsequent process improvement efforts have these problems:  

�   The criteria for selecting processes for improvement are not tied to specifi c business needs.  

�   Process improvement results are not linked to organization results.  

�   There is no  “ natural ”  maintenance of process improvements because there is no obvious 

connection to valued business results.  

�   Process improvement efforts gravitate toward less relevant process improvement goals 

such as maturity model levels.  

�   No clear responsibility is defi ned for process improvement.      

   Process Management Pitfalls 

  When processes are defi ned from the bottom up (Levels 4 or 5), they are disconnected 

from the business; the subsequent process management system is disconnected from the 

business management system.  

  If, in the preceding scenario, process owners are assigned, there can be confusion and hos-

tility among the roles and contributions of the process owner and the existing functional 

management structure.    

   Technology Pitfalls 

  At the process level (Level 4), there is a growing potential for confl ict between unique 

requirements of a process versus available off - the - shelf software applications.  

  In the case of the example in Figure  3.11 , the unique requirements of an effective Order 

Entry and Job Design process could be greatly compromised by the installation of an  off -

 the - shelf order management system software application.  

  Software packages offered at the process level can lead to unfortunate hard wiring and 

 premature  “ hardening of the arteries ”  of an organization ’ s VCS.     

•

•

•

•

•

•

•

•
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  Management Practices 

 In a resource dimension mind - set (left side of Figure  3.14 ), these problems often surface 

among management: 

  Executives, working at the business level (Level 1), see only one thing to manage to achieve 

business results: the resources at Level 5. The intervening structure of the value - adding 

work necessary to produce valued products/services is not visible. As a result:  

  In many cases, executives do not properly understand how value is delivered to customers 

and fi nancial stakeholders. They don ’ t see the process levers to push to affect value.  

  They continue to press on the  “ talent ”  and technology levers, hoping the desired valued 

products/services will somehow occur.    

 In contrast, with a value - and - resource - dimensions mind - set, as shown in the right - hand 

view in Figure  3.14 , there are these benefi ts: 

  Executives working at the business level have a complete blueprint or schematic of the 

Value Machine operating system. They see the value - adding work required to consistently 

create value. As a result, they can:  

�   Infl uence the design of this work  

�   Manage this work (more in Chapter  Five )    

  Making the Value Creation Hierarchy visible enables management to:  

�   Identify key leverage points to manage  

�   Understand who is responsible for what  

�   Determine what variables and metrics must be understood in order to optimize and 

align the Value Creation System  

�   Link organization, process, and people results (see the goal alignment example for 

Belding Engineering in Figure  2.5 )  

�   Quickly troubleshoot the organization at the appropriate level    

  Management ’ s understanding of the critical nature of Level 2 (the Value Creation System 

and Launched, Sold, and Delivered sub - system level) is the point of greatest executive 

leverage in the entire Value Creation Hierarchy. Only senior executives can oversee the 

proper alignment of the Launched, Sold, and Delivered components of the VCS. Without 

this alignment, there is not much hope for the remaining levels of the VCH.  

  With the view that Level 2 provides, senior executives can make sound decisions about the 

allocation and alignment of resources across the processing sub - systems rather than leave it 

to the functional silos to make those decisions from their naturally biased, narrow viewpoints. 

Restructuring, when it does happen, can only be accomplished rationally, at the VCS level.    

•

•

•

•

•

•

•

c03.indd   75c03.indd   75 10/26/09   12:43:13 PM10/26/09   12:43:13 PM



76 White Space Revisited

 In retrospect, it was the understanding and management of the Launched, Sold, and 

Delivered level by Motorola executives in the early 1980s that made their efforts so successful. 

And why we saw the potential of  “ process ”  as a management tool.   

  CLOSING POINTS 

 From time to time during the past fi fteen years, people have misinterpreted our enthusiasm for 

 “ process ”  to mean we were anti - function/department and that we advocate organizing a busi-

ness around processes. Let ’ s be very clear: Organizing a business around processes is a  bad idea . 

 As we pointed out in Chapter  Two , and as quite clearly showed in Figure  3.8 , there are two 

critical dimensions of a business that must be managed in concert. The Value Creation System 

spells out what value - adding work must be done by whom to produce valued products and 

services to customers effi ciently and effectively. The functions/departments (better described 

as  “ centers of excellence ” ) hold the scarce resources necessary to perform that value - adding 

work. These centers of excellence are the best device to date for organizing the scarce resources 

of a business. Functions/departments/centers of excellence are an effi cient way to acquire, 

develop, support, and manage these necessary groups of expertise or  “ talent. ”  

 So until something better comes along, functions and departments are fi ne. The issue isn ’ t 

functions as such; it has been how to allocate the resources across the functions so that the 

Value Creation System can perform effectively. There has not yet been a way to manage the 

interface of the value and resource dimensions. But help is on the way. Through the process 

work described in this book and the Value Creation Management systems presented in our 

companion book, we have an effective way to manage resources in a value context. 

 That ends our detailed look at the Value Creation Hierarchy. In Chapter  Four , we show 

how the graphic templates at each level can be woven together to provide a picture of the total 

Value Creation Architecture of a business — a management - friendly wiring diagram/operat-

ing schematic of the Value Machine.                                                                                        
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 In Chapter  Three , we introduced the Value Creation System as a framework 

used within the Value Creation Hierarchy for structuring the work required 

to produce products and services. That work can be described in various ways, 

but most commonly activities and/or processes are used. However, we describe 

the work required by the VCS not by activities or processes, but by the  value  

produced by those activities and processes.  

  MAKING THE VALUE DIMENSION VISIBLE 

 If a business is going to consistently, systematically create value for its customers and fi nancial 

stakeholders, it is essential that the leadership of the business knows precisely how value is 

created, so that they can: 

  Understand and leverage the Value Creation System  

  Redesign and improve the effectiveness and effi ciency of the VCS as necessary  

  Manage the VCS to be adaptive and agile    

 In this chapter, we demonstrate how the Value Creation Hierarchy (VCH) presented in 

Chapter  Three  can be applied to any business to provide a practical, management - friendly 

view — or  “ architecture ”  — of the business. We discuss: 

  The components of the Value Creation Architecture (VCA) and the templates available to 

develop one  

  The benefi ts of having a VCA  

•

•

•

•

•

                                                                                                                                Developing the Value Creation 
Architecture of a Business          

C H A P T E R  F O U R
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  How a business can use a VCA  

  Strategies for developing a VCA and who should develop it  

  Critical success factors for a VCA    

 We use several terms and acronyms in this chapter; here are some distinctions to keep in mind: 

  The  Value Creation Hierarchy  (VCH) presented in Chapter  Three  is a model for under-

standing the levels that compose an organization, from total business at Level 1, through 

multiple levels of processing, to Level 5, where the performer resides.  

  The  Value Creation System  (VCS) refers to the three middle levels of the VCH, all of which 

depict processes at greater and greater levels of granularity. So the term  “ VCS ”  is shorthand 

for the processes of an organization that collectively produce value.  

  The  Value Creation Architecture  (VCA) is the structure of the processes of a given busi-

ness. In this chapter we show you the set of documents that can be used to depict the VCA 

of a business. When you are interested in seeing, understanding, designing, improving, or 

managing the VCH of a business, you would develop a set of VCA documents. Got it? Yeah, 

took us a while too.    

 There are two critical audiences for these topics: (1) executives and senior managers, and 

(2) process practitioners. 

  Executives and Senior Managers 

 From the outset we must stress that a Value Creation Architecture is a vital management tool. 

In the context of a business as a Value Machine, the VCA is the schematic of the operating sys-

tem of that machine. Without a set of documents to represent that schematic, the organization, 

and what goes on inside it, is just a sealed black box. But with this schematic, management: 

  Can quickly assess the capabilities required to support strategic options  

  Knows where to insert measures to monitor performance  

  Can systematically troubleshoot poor machine performance and trace the cause back to 

contributing system components  

  Can wisely allocate resources to improve the performance of critical machine components  

  Knows where and how to change out components of the Value Machine ’ s operating system 

to respond to changing customer and business requirements — in short, to be agile    

 In short, the VCA provides management with insight. The development of a VCA for a 

business requires input from a variety of sources, under the guidance of trained internal pro-

cess practitioners. But ideally the development of the VCA schematic is directed by the 

•

•

•

•

•

•

•

•

•

•

•
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 executives and managers accountable for the performance of the Value Machine. The fi nal 

product of that developmental work — that is, the operating schematic of the business — must 

be a tool that is effective for business management.  

  Process Practitioners 

 Process practitioners should be signifi cant participants in the development of a business ’ s 

Value Creation Architecture — either leading the development or making major contributions. 

By process  “ practitioner, ”  we mean any of the wide collection of organization jobs/roles that 

are involved in analyzing, designing, improving, implementing, maintaining, or managing 

work processes. Individuals performing these roles may be part of any line or staff organiza-

tion, most particularly IT, Quality, or Process Excellence groups. 

 Process practitioners should be major users and benefi ciaries of the VCA once it is built, 

because this is the tool that can guide them to choose the right improvement efforts. The pro-

cess practitioner — on the business or IT side — should never again look at or think about a 

sub - process or process in isolation. He or she should see every process as part of a network of 

value - adding processes that make up the Value Creation System. 

 Minimally, when redesigning a process, the VCA - wise process practitioner will scope out 

the larger system as part of understanding the  “ is ”  situation and determining performance 

requirements.  1   (More about this in Chapter  Six .) 

 Ideally, the process practitioner will not have to scope the larger system from scratch for 

every improvement effort. He or she will start the  “ is ”  analysis of a given process by examin-

ing the documentation for the existing VCA and immediately seeing the performance and 

requirements of the process in question. The VCA provides a roadmap for the process practi-

tioner in developing performance requirements.   

  A CLOSER LOOK AT VALUE CREATION ARCHITECTURE 

 What exactly is a Value Creation Architecture? It is the Value Creation System of a business, 

represented by a set of linked documents that depict the work required of a business to pro-

duce its valued products and services.  2   One creates VCA documentation by looking at the 

business through the Value Creation Hierarchy lens and applying the documentation tem-

plates available for every level of the VCH to articulate that business ’ s unique value creation 

system. 

 The core documentation template set for depicting a VCA, linked to the appropriate 

VCH level, is summarized in Figure  4.1 . The functionality of each template is summarized in 

Table  4.1 . You saw many of these templates for the Belding Engineering Services example 

in Chapter  Three . The documentation we introduced in Chapter  Three  can be linked together 

to form the core of a VCA.     

 As a way to provide a quick, closer look at a VCA, we recap why and how Belding 

Engineering built their VCA.    
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 Table 4.1  VCA  Tool Set 

     VCH 

Level   

   VCA Tool      Tool Features      Tool Benefi ts   

    Level 1 

 Enterprise/

Business 

Model  

  Enterprise Super -

 System Map  

Template 1  

  Describes an enterprise ’ s products/services 

and markets  

Describes the variables that can infl uence 

enterprise  

Provides a macro view of the enterprise ’ s 

lines of business  

  At a high level, identifi es the value a business 

delivers to its market  

Identifi es external factors that can affect business 

performance and need to be monitored and acted 

upon as necessary to stay adaptive/competitive  

Can be used to identify current facts, trends, and/

or future predictions for the variables and the 

business in question  

Is a one - page  “ essence of the business ”  view  

    2. Business Super -

 System Map  

Template #2  

  Is a sub - set of an Enterprise Super - System 

Map  

Describes the external variables that 

infl uence a single line of business  

Treats the larger enterprise as part of the 

super - system for that business  

    Level 2   

Value 

Creation 

System  

  Value - Resource Map  

Template 3  

  Provides a macro view of the business ’ s 

value creation system and functional 

resources that participate in the VCS  

  Puts both organizational dimensions (value and 

resources) in one picture  

    Business Process 

Architecture Framework  

Template 5  

  Identifi es all the key processes and their 

interrelationships for a given business in 

three categories:  

1. Management processes  

2. Value - creating processes  

3. Contributing processes  

  Helps in identifying and naming the important 

processes of a business  

Distinguishes between three important but very 

different types of business processes (that is, value 

creating versus management versus contributing)  

BPA provides jumping - off point for doing process 

design, improvement or management  

    Management Calendar  

Template 6  

  Is a cross - functional view of management 

calendar  

  Identifi es, names, and puts into sequence the 

major events of the management calendar  

Also identifi es the management participants in the 

events of the calendar  

    Cross - Functional Value 

Creation System Map  

Template 7  

  Is a cross - functional view of the processes 

that together create, market and sell, and 

deliver valued goods and services to the 

market  

  Identifi es, names, and puts into sequence the major 

value - creating processes and tasks of the business  

Also identifi es the participants in the value - creating 

processes  

    Value - Resource Detail 

Matrix  

Template 4  

  Provides a summary listing of the resources 

(human and technology) distributed across 

the value - creating processes)  

  Is a quick way to assess how resources are 

allocated to value creation in a business  

Can show gaps, redundancies, and illogic in 

resource allocation  

Can be used to plan for future technology, HR 

hiring, competency building, and so on  

    Level 3 

 Processing 

Systems  

  Cross - Functional Map –

 Processing Sub - System  

Templates 8a and 8b  

  Provides a view of a set of related 

processes (for example, all of the Launched 

processes)  

  Helps for focusing on a sub - set of the Business 

Process Architecture  

    Level 4  

Process  

  Cross - Functional 

Process Map – Process  

Template 9  

  Depicts the tasks, participants, sequence of 

work, supporting technology, and 

performance data (for example, cycle time, 

cost, resources) for a single business 

process  

  Provides a detailed understanding of how a given 

process works (that is,  “ is ”  version)  

Can be used to design an improved future - state 

process (that is,  “ should ” ) 

 Can be the basis for requirements for technology 

development  

        Cross - Functional Role -

 Responsibility Matrix  

Template 10  

  Describes the roles (for example, 

performers, approvers, advisors, input 

providers) of participants in a given 

business process  

  Adds detail about how a process is performed, 

how contributing functions are involved in 

supporting a process  

    Level 

5 �   Sub -

 Process/ 

Task/  

Sub - 

Process  

  Cross - functional 

Process Map – Sub -

 Process or other tools  

Template 11  

  Depicts the tasks, participants, sequence of 

work, supporting technology and 

performance data (for example, cycle time, 

cost, resources) for a sub - process or even a 

single task within a business process  

  Provides procedural information about how a 

portion of a process is performed  

Can be used for design of a  “ should ”  sub - process

  Can be content for procedures manuals, training 

programs/documents 

 Can provide requirements for technology 

development  
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 THE BELDING ENGINEERING VALUE CREATION ARCHITECTURE 

  Background 

 Some background facts on Belding Engineering relevant to the development of its Value Creation Architecture are: 

  Belding is a developer and supplier of sophisticated electronic communications equipment.  

  Its organization chart appears in Figure  3.3 .  

  Belding has been in business fi fteen years and was acquired by Corporate eight years ago.  

  Revenues continue to grow, but at a rate less than the overall growth rate of the industry for the past two years.  

  Profi ts have been in a worrisome decline over the past three years. This reduced profi tability has begun to hamper 

plans for future growth.  

  Production has sporadically been required to perform  “ rework ”  on customer orders during the past year. Sales 

reports a corresponding jump in customer complaints, having to do with missed delivery dates.  

  The last new product introduction (a year ago) has been termed a  “ disaster ”  and has contributed to the decline in 

profi ts.  

  In response to the declining profi t picture, Belding underwent a 10% across - the - board budget cut three years ago 

and a similar across - the - board 15% cut six months ago.  

  Executive morale is at rock bottom.  

  Three months ago Corporate replaced the incumbent CEO, who had been with Belding since its inception.  

  The new CEO is S. K. Owens.    

 S. K. Owens has been with the Corporate organization for ten years. In his previous Corporate assignment, he 

successfully turned around the Sterling Publishing subsidiary, applying some innovative process improvement and 

management strategies. 

 Owens is expected to stop the profi t slide in two quarters and get Belding profi ts  “ back to par ”  in six quarters. It 

has been suggested by his Corporate liaison that he consider a reorganization of Belding as a means of  “ shaking up ”  

the staff and fi nding some effi ciencies. 

 During his fi rst two months at Belding, Owens has learned the following: 

  The VPs assume he will be reorganizing the company and are waiting for  “ the next shoe to fall. ”   

  The normal functional silo/fortress mentality has been heightened due to the inability to fi gure out how to stop the 

slide in profi ts. One - on - one meetings with his new staff have been informative and productive, but full staff meet-

ings have quickly become ugly, with much fi nger pointing.  

  One of the major contributors to the failure of the last product introduction was that there was very limited input to 

the design of the product from the Sales and Production functions because the staffs of those two organizations 

had been cut back to the bone in the two downsizings. For example, there weren ’ t any resources Production could 

spare to address the  “ manufacturability ”  issues with the new product. And as a result, there were plenty of manu-

facturability issues.    

 Based on his experience working with an outside consultant while heading Sterling Publishing, Owens had come 

to believe that a business is fundamentally a Value Machine. And further, what is required for the successful 

•

•

•

•

•

•

•

•

•

•

•

•

•

•
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 management of any such Value Machine is a schematic of its operating system. Within his fi rst eight weeks at Belding, 

Owens concluded that neither he nor his direct reports had a fi rm understanding of the value - adding work required to 

consistently produce profi table products that customers would value and buy. 

 Even if he wanted to cut more costs, Owens didn ’ t know where he could effectively do so. And even if he thought 

a reorganization would be valuable, he didn ’ t want to start tinkering with the Belding Value Machine without the bene-

fi t of the operating system schematic. 

 Owens started his third monthly Leadership Team meeting with his direct reports by announcing he wanted imme-

diately to commence an effort to document the Value Creation Architecture of Belding Engineering. Owens then intro-

duced a member of the Corporate Performance Support Group whom he wanted to head this project. The goal was 

to develop a fi rst working approximation of the VCA documentation in twelve weeks. The work would be done by 

what Owens labeled the  “ Insight Team, ”  consisting of the consultant from the Corporate Performance Support Group, 

who would be the team lead, and two senior Belding staff. The Insight Team would do the development work; the 

Leadership Team would review, evaluate, and make decisions.  

   VCA  Development 

 Using the summary of templates in Figure  4.1  as a roadmap for the VCA development project, CEO Owens and the 

Insight Team followed the sequence summarized in Table  4.2 .   

  Phase 1:  VCA  Documentation for VCH Level 1: Enterprise/Business 

 The Insight Team started by gathering pertinent data from appropriate Belding functional areas and then developed 

an   “ is ”  Business Super - System Map , shown as Template 2 in Figure  4.1 . (The team decided that since Corporate is 

really a holding company, a Super - System Map of Corporate would provide little value.) 

 The Insight Team then facilitated a two - day meeting of the Leadership Team, in which the  “ is ”  Super - System Map 

was used to guide discussion of the critical variables affecting Belding. The Leadership Team reached agreement on: 

  The current reality of all fi ve critical components of the Belding super - system  

  The assumptions regarding trends over the next three years for each of the fi ve super - system components    

•

•

 Table 4.2 Insight Team Project Summary 

     Phase      Templates      Activities      Duration   

    1. VCA Documentation 

for VCH Level 1  

  2. Business Super - System Map    Gathered pertinent data from all Belding 

functions and other resources to populate 

an  “ is ”  Belding Super - System Map  

Facilitated a two - day review of the  “ is ”  

SSM with the Belding Leadership Team  

  Two Weeks  

    2. VCA Documentation 

for VCH Levels 2 and 3  

  3. Value-  Resource Map  

4. Value - Resource Map Detail  

5. Business Process Framework  

6. Management Calendar  

7. Cross - Functional Value Creation 

Map  

8a. Cross - Functional Process 

Map – Processing Sub - System  

  Gathered data on how Belding currently 

developed, introduced, sold and produced 

their three product lines  

Displayed data using appropriate Level 2 

and 3 templates.  

Facilitated a two - day review and validation 

of the draft Levels 2 and 3 VCA with the 

Extended Leadership Team  

  Seven Weeks  
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 For the time being, Owens and the Leadership Team decided to continue with the idea that Belding has just one 

line of business and one Value Creation System, accommodating all three of their current product lines. They recog-

nized, however, that this could change if they chose to alter Belding ’ s strategy to respond to potential threats or 

opportunities in the market and competition.  

  Phase 2:  VCA  Documentation at  VCH  Level 2: Value Creation System and Level 3: Processing Sub - Systems 

 The Insight Team gathered data on how Belding currently was developing, introducing, selling, and producing their 

three product lines. Based on these data, the Insight Team developed the following: 

   Belding Value - Resource Map  (using Template 3 in Figure  4.1 ). The Team developed both  “ is ”  and  “ should ”  maps. 

The  “ is ”  map was a powerful picture, showing the lack of participation of key functions in the critical Product 

Launched sub - system of Belding ’ s Value Creation System (one explanation for the failure of the previous new 

product introduction).  

   Belding Value - Resource Detail Map  (using Template 4). This document assesses how resources are currently 

allocated to value creation at Belding (the  “ is ” ) and how they should be allocated to meet value creation goals. 

This map provided clear specifi cs about the  “ is ”  and  “ should ”  allocation of resources across the value creation 

system.    

 The application of Templates 5 – 9 was an iterative process, but followed this initial sequence: 

   Business Process Framework  (Figure  4.1 , Template 5). The BPF is a high - level  “ roll - up ”  of the data captured in 

Templates 6, 7, and 8. It shows all the signifi cant process (that is, value creation processes, management pro-

cesses, and contributing processes) of Belding and their systemic interrelationships. The BPF provides Belding 

executives and employees with a common view of all the major processes of the business, on one page. The doc-

ument is a concise summary of the value - adding work that must be performed and managed to provide products/

services to customers. The picture is a work - centric picture and does not refl ect who does the work; the primary 

focus of dialogue, troubleshooting, and decision making stays on the work and on the creation and delivery of 

value. At any point, the process boxes summarized on the BPF map can be examined more closely by going to 

Template 6, 7, or 8, which make it abundantly clear who is expected to perform what work.  

   Management Calendar  (Figure  4.1 , Template 6). The Insight Team developed an  “ is ”  Management Calendar show-

ing the current management meetings and other activities designed to manage the business.  

   Cross - Functional Value Creation System Map — Primary  (Figure  4.1 , Template 7). This document captured the 

major processes making up the three processing sub - systems of Launched, Sold, and Delivered. This  “ is ”  docu-

ment captures, on one page, all the processes and functions that must work together to deliver valued products to 

customers. It is a critical management tool. The map was annotated to note where the three product lines differed 

in the course of the value creation system.  

  The one template not used was the  VCS Contributing Process Map  (Figure  4.1 , Template 8b). These maps were 

not developed at this time, pending a later prioritization of contributing processes by the Belding Leadership Team.  

   Cross - Functional Processing Sub - System Map  (Figure  4.1 , Template 8.a), one each for Launched, Sold, and 

Delivered. These maps are drill - downs of the processing sub - systems shown in Template 7.    

•

•

•

•

•

•

•
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 The Insight Team facilitated a two - day retreat with the Extended Leadership Team (VPs and direct reports) to 

review and validate Maps 3 – 8. The agenda included: 

  A detailed walk - through and validation of the  “ is ”  maps  

  With the help of the Insight Team, identifi cation of major disconnects (defi ciencies) in the current value creation 

system and prioritization of processes to be documented at Level 4  

  Prioritization of contributing processes for future documentation  

  Development of high - level future - state design concepts    

 Participants gained many insights during the walk - through of these documents at the retreat, but there were three 

that were considered most signifi cant. 

 First, while comparing the  “ is ”  versus  “ should ”  Belding Value - Resource Map and Detail Map (Templates 3 and 4), 

Sales and Production executives and managers suffered some embarrassment when it became clear that they had 

failed to provide adequate input and support to the previous product introduction — contributing greatly to its eventual 

disaster. CEO Owens used this opportunity to start a constructive discussion of how resources needed to be allo-

cated to functions in the future so that they can adequately support the total Belding Value Creation System. 

 Second, the Business Process Framework (Template 5) triggered extensive discussion about the notion of a 

Value Creation System with the three primary sub - systems of Launched, Sold, and Delivered. One participant said, 

 “ We thought we had a coordinated Launched, Sold, Delivered sequence to get profi table products to market, but 

nobody really had a coherent view of it. Executives and managers only saw their individual functional silos. ”  To 

another participant, the most valuable insight was the need for aligned goals:  “ We never had anything like total VCS 

goals or aligned Launched, Sold, Delivered goals. Our only goals are established within functions, never across 

functions. ”  

 Finally, the Cross - Functional Value Creation Map (Template 7) and Cross - Functional Process Maps (Template 9) 

revealed the complexity of the business, to some participants for the fi rst time:  “ This really is a complicated cross -

 functional business — but manageable once you see all the parts. ”  Many also noted that the Launched sub - system is 

particularly cross - functional, but it is largely invisible and unmanaged. Said one executive,  “ Most every one of our 

current operating problems is cross - functional in nature and can ’ t be adequately addressed by a single VP or func-

tion. ”  Another pointed out,  “ I have to admit I never really  ‘ got ’  this process stuff until now. I ’ ve read some of the arti-

cles and heard the preaching, but it seemed to me it was just borrowing things that belong in Manufacturing. But with 

these maps, I can see the entire business, and I can see how processes are woven into everything we do, not just in 

Production. It ’ s an eye - opener. ”   

  Phase 3:  VCA  Documentation for  VCH  Level 4: Processing Sub - Systems 

 For this phase, the Insight Team developed  Cross - Functional Process Maps  down to the sub - process level for those 

primary and contributing processes identifi ed in the Extended Leadership Team Meeting. They also provided a list of 

disconnects and preliminary recommendations for improvement for each process mapped. 

 The Insight Team then facilitated a one - day middle management meeting. The agenda focused on a review of the 

Level 4 Cross - Functional Maps and related disconnects and recommendations. The Insight Team also provided a 

summary of the insights and conclusions reached through the Extended Leadership Retreat. A major conclusion was 

that the insights were valuable enough that the documentation should be institutionalized. To that end, the following 

was decided: 

•

•

•

•
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  A hard copy of the Belding Super - System Map and related assumptions, and the results of Templates 5, 7, 9, and 11 

would be permanently displayed on the CEO ’ s conference room walls, for reference in all Leadership Team meetings.  

  The Insight Team would continue in place for two months and develop a system for archiving the documentation 

and keeping it current.  

  Redesigning would begin with the Order to Cash process (a signifi cant part of the Delivered sub - system) and the 

Launched sub - system, the two most critical components of the Value Creation System. The former was critical to 

improving customer satisfaction and short - term profi tability and the latter to long - term success. CEO Owens 

would approach the Corporate Performance Support Group for resources for this work.    

 The CEO said he had some thoughts on how the VCA work that had been done could be used to help the 

Leadership Team manage Belding in the future. He would present these ideas at the next Leadership Team meeting.   

•

•

•

  WHY BOTHER DEVELOPING A  VCA ? 

 It may seem as though we are talking out of both sides of the mouth: warning against 

 unnecessary process documentation and then urging companies to develop a Value Creation 

Architecture. But there is a big difference (real and perceived) between an initiative to  “ articu-

late our Value Creation System ”  and one to  “ document our processes. ”  In today ’ s increasingly 

competitive world, one ought to be able to build a business case for the value of the former. The 

latter initiative sounds so  “ yesterday. ”  In many organizations  “ documenting our processes ”  has 

already been done, often badly and with no good business reason. (We know several organiza-

tions in which, to this day, executives and mid - managers alike break out in hives at the mention 

of  “ ISO - anything. ” ) There are two generally good reasons for investing in documenting a VCA: 

   1.   To provide the foundation for a Value Creation Management System — a system to manage 

the Value and Resource dimensions in concert.  

   2.   To address some critical business issue. Once the investment has been made in such a VCA, 

the foundation is in place to begin moving toward a Value Creation Management 

System. The Belding project just presented is such a case as is described in Chapter  Five .    

  But don ’ t start a VCA effort because it is the thing to do . Without a clear critical business 

issue or mission and a supporting business case, it can end up a highly visible disaster — of no 

benefi t to either executives or process practitioners. 

 The following are several examples of VCA efforts initiated in response to critical business 

issues: 

  Shortly after the Sarbanes - Oxley Act was passed, a fi nancial services company underwent 

its annual internal fi nancial audit and discovered that it had several serious control 

 defi ciencies that, if not fi xed quickly, would have to be reported to regulators. Senior 

•
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 executives stood in some legal jeopardy, and the company ’ s stellar reputation was also at 

risk. The company decided that the best way to improve its internal fi nancial controls was 

to take a process approach to understanding the effectiveness of controls that were already 

in place as well as any that would have to be created from scratch. At the direction of exec-

utives, a SOX team developed an  “ is ”  VCA down to Level 3, identifi ed those processes in 

which fi nancial controls were critical, evaluated the adequacy of existing controls, and 

determined where controls were lacking. Once the set of desired controls was identifi ed, 

multiple teams were established to build those controls down to Level 5, test them, and 

implement them across the company ’ s operating units. The result was a second audit that 

was passed without a single material defi ciency.  

  A highly matrixed high - tech company was experiencing extreme turnover at a very critical 

engineering management level in the business. Young product managers were unable to suc-

cessfully negotiate across the  “ old boy ”  functional silos to bring new products to market. It 

was massive resource power bases against a completely invisible value dimension. The orga-

nization developed Level 2 – 3 VCA documentation that made the VCS suffi ciently visible to 

clarify roles and responsibilities among functions and the product managers and to provide 

a roadmap for Product Managers for negotiating the complex Value Creation System.  

  A small manufacturer of executive aircraft received substantial funding to support an 

aggressive fi ve - year growth plan. The underlying assumption for the growth was extensive 

outsourcing of the work making up the Delivered sub - system of the Value Creation System. 

The Executive Team directed the development of a Value Creation Architecture to Level 3 

for Launched and Sold and Level 5 for Delivered. The Level 5 detail for Delivered was nec-

essary to assure successful transfer and management of the required value - adding work to 

outside resources. The Level 3 detail for Launched, Sold, and Delivered was necessary to 

assure the goals and operations of all three components of the company ’ s value creation 

system remained aligned during this critical period of growth.     

  DEVELOPING THE  VCA  

 Given that Value Creation Architecture documentation is generated by systematically apply-

ing the templates shown in Figure  4.1 , there are three questions that need to be answered: 

   1.   Who should develop the VCA?  

   2.   How should it be developed?  

   3.   What are the critical success factors in its development?    

  Who Should Develop the Value Creation Architecture? 

 This is an important question to answer for two reasons: fi rst, it is important to understand 

what a powerful management tool the VCA documentation can be. For that reason we believe 

•

•
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the VCA documentation effort needs to be driven by business executives. The effort can be 

staffed by a variety of people, but the product of the effort must meet the criterion of  “ usable 

management tool. ”  

 Second, for some years now, IT organizations have been producing documents called  “ busi-

ness process architectures, ”     “ enterprise architectures, ”  and so on, that are frequently described 

as  “ models ”  of the business. However, these documents generally show some aspect of the 

 technology architecture  of a business and do not model how a business works — or how value -

 adding work is done to create valued products and services. Yet the labeling of these tools as 

 “ enterprise architectures ”  implies much more than technology, and they have served to con-

fuse many people, including, it sometimes seems, their creators. So when we talk about creat-

ing  “ architectures, ”  there might be confusion about what kind of architecture we are referring 

to and who should develop it. We believe the documentation of an organization ’ s Value 

Creation Architecture, as we defi ne it, should be developed by a team or task force of individu-

als who possess a good understanding of all facets of the business, under the direction of 

senior executives. And members of the IT organization are valuable members of this team.  

  Approaches to Developing a Value Creation Architecture 

 There are several different approaches, depending on variables. Here are some major distinc-

tions to consider: 

   1.   First, is documentation of the Value Creation Architecture:  

  A top management mandated or sponsored initiative?  

  An IT sponsored initiative?  

  A low profi le, bottom - up effort being informally promoted by the Process Excellence 

Group or its equivalent?    

   2.   Second, if it is a mandated initiative, is the objective to create a:  

  Current state VCA view?  

  Future state VCA view?  

  Both?    

   3.   Third, regardless of whether current or future state, is the resulting VCA documentation 

to be:  

  The basis of a management system, as was the case with Belding?  

  A management reference tool on the wall primarily to facilitate management decision 

making and provide a helpful framework for future process improvement efforts carried 

out by both the business and the IT function?      

 And here are some development guidelines for approaching each set of circumstances. 

•

•

•

•

•

•

•

•
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  Low Profi le, Bottom - Up Effort 

 Usually the idea here is to get as many members of the informal  “ process community ”  to 

agree on the value of having a common, comprehensive set of VCA documents to help in 

properly scoping design or improvement projects. (More on the value of this in Chapter  Six .) 

The next step is to get participants to agree on a framework for describing and linking the 

 disparate processes they will each encounter as they go about their project work. Of course, 

we think the Value Creation Hierarchy would be a great organizer for the effort. If the VCH 

were adopted, then probably a good next step would be for some folks in the Process Excellence 

Group to begin roughing out what they believe to be the process structure of Launched, Sold, 

and Delivered (Level 2), perhaps using the cross - functional value creation format of Template 

7 (Figure  4.1 ). Every process encounter by the Process Excellence Group for the next year or 

more is used to learn more about the high - level Value Creation System of the business. And at 

the same time, every project conducted by members of the process community is input to 

completing the process network puzzle at some VCH level. 

 This is Phase 1: documenting the current - state VCA. To move to a future - state VCA view, 

the Process Excellence Group needs to enroll a senior business executive as client or sponsor 

for the effort. Then the group could coordinate development of the future - state or  “ could be ”  

VCA picture using the resources of the process community.  

  Mandated 

 Regardless whether the VCA documentation is a current - state or future - state effort, the proj-

ect sequence should not vary that much. The team will do data gathering and model building 

using appropriate templates and validation sessions for Levels 1 – 5, much as was done in the 

Belding example and summarized in Table 4.2. Whether the objective of developing a VCA is 

in response to a critical business issue or as the foundation of a management system, the proj-

ect sequence should be the same. The exceptions are 

  The future - state engagement will require more time than the current - state project. Data -

 gathering time shouldn ’ t be that different, but modeling time and validation time (includ-

ing consensus - building time) will be considerably more, as executives and managers are 

involved in thinking outside the box.  

  The current - state project may be followed by a future - state project, which would take more 

time but may defi nitely be worthwhile.  

  The initiative is IT sponsored. The path forward depends on the objective of the initiative. 

If the goal is developing a technology - centric architecture for the exclusive use of the IT 

community, then IT should do what is required to achieve that goal. However, if the goal is 

to attempt to model the business as a way of aligning business and IT requirements, two 

things are needed: business executive ownership of the initiative and deployment of a 

methodology (such as the VCA methodology described here) that models the business in 

a way recognizable to business executives.    

•

•

•
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 In every case, we recommend a team of individuals who possess a good understanding of 

all facets of the business under the direction of a senior executive. And you might include an 

external consultant who has done this work before.   

  Critical Success Factors 

 There are three factors that we feel are critical to developing an effective Value Creation 

Architecture: your choice of starting point, your defi nition of value milestones, and meeting 

our three familiar criteria for organizing work. 

  Starting Point 

 Most efforts (and tools) employed to model the work of an organization start with the 

resource dimension. That is, the fi rst level of work organization is within the functional 

 “ resource buckets ”  (for example, Marketing processes, Sales processes, Engineering processes, 

and so on). And all subsequent decomposition continues within each functional silo. Such a 

process architecture is fundamentally fl awed for two reasons: 

   1.   It does not properly recognize the cross - functional nature of most signifi cant processes. 

Processes are artifi cially truncated into sub - processes to fi t into the functional structure.  

   2.   It misses altogether the notion of work being part of an end - to - end, cross - organizational 

value creation system.    

 In contrast, the approach described in this chapter starts by modeling the  value dimension  

of a business. This generates a multilayered picture of the total, end - to - end Value Creation 

System, showing the critical relationships among types of work required to produce valued 

products and services. Once we understand this value - adding work, we can link to the func-

tional resource buckets via our Value-Resource Maps (Figure  4.1 , Templates 3 and 4). A Value 

Creation Architecture created this way is true to its name; it is a structure of the work required 

to create value.  

  Value Milestones 

 In Chapter  Three , we introduced the notion of the value milestone for use in organizing and 

structuring work; the Value Creation Hierarchy has a high - level value milestone structure at 

each level. 

 Figure  4.2  contains a portion of the Belding Business Process Framework that has a value 

milestone structure embedded. The levels of work structure shown in the Value Creation 

band of this framework are 

  Processing sub - system (Launched)  

  Value milestone  

  Processes          

•

•

•
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 Figure 4.2 Example of Business Process Framework 
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 The value milestone concept is useful for the construction of both current - state and future -

 state Value Creation Architectures. For current - state projects, when trying to organize a lot of 

data from different sources, with different perspectives, the challenge is to establish an overall 

process structure. The fi rst step is to determine a value milestone or outcome logic for each of 

the processing sub - systems (Launched, Sold, and Delivered). Each value milestone represents 

a likely process or sub - process. Working with these value milestone labels or  “ headlines, ”  you 

can quickly get agreement from participants on the basic structure of processes and sub - pro-

cess for Launched, Sold, and Delivered. The next step is to get agreement on the work required 

to achieve each sub - process and process value milestones. 

 For future - state architecture design, this is a  “ clean sheet ”  exercise. You build a structure or 

logic of value milestones within each processing sub - system, for processes, sub - process, sub -

 process steps down to tasks. This should constitute a draft future - state Value Creation 

Architecture.  

  Defi nition of a Process 

 You already know the third critical success factor. As you establish the value milestone logic 

and specify the sequence of work to achieve those milestones, don ’ t forget our three criteria 

for organizing work: 

   1.   The work can be  performed  effectively and effi ciently.  

   2.   The work can be effectively  managed.   

   3.   There is the potential for a  competitive advantage .    

 Applying these three critical success factors should put you on your way to the develop-

ment of a superior Value Creation Architecture.    

  CLOSING POINTS 

 So that ’ s a look at Value Creation Architecture: what it can look like and how it can be devel-

oped. In general, the utility of a VCA is 

  As the basis for a value creation management system. We discuss this in detail in Chapter 

 Five .  

  As a roadmap for process design or improvement. This application is addressed in Chapter 

 Five , as part of a management system, and in Chapter  Six , as part of a process improve-

ment methodology.    

 If process is to have signifi cant impact on business performance (or, put another way, if 

business is ever going to properly leverage process), organizations need to understand their 

Value Creation Architecture — the process  “ big picture. ”  Businesses need to understand and 

•

•
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emphasize the entire Value Creation System rather than focus on isolated components (that 

is, processes) of the system in a vacuum. 

 In our view, Value Creation Architecture is the future of process. Without the process big 

picture as a roadmap, it will be very diffi cult for the notion of process, now buried in func-

tional silos, to rise above the sub - process level. A Value Creation Architecture is also the future 

of sound management. Without understanding the value - adding work to be managed, man-

agement activities quickly degenerate into counterproductive turf wars.                           
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 In Chapter  One , we discussed current practices in process management: in the 

past, we process practitioners defi ned and improved processes in isolation (at 

Level 4 of the Value Creation Hierarchy); our efforts were frequently discon-

nected from customer expectations and business requirements. In those rare 

instances when a process management system was developed for those processes, 

the management systems were also developed in isolation and subsequently 

were disconnected from the real business management system (thus the drift to 

Maturity Models and Governance Systems). The promise of BPM software aside, 

the result frequently has been ineffective process management systems. Yet as we 

pointed out in our defi nition of process in Chapter  Three , one of the three key 

criteria for good process design is that it can be managed effectively. 

 But  “ process in a value creation context ”  provides a different perspective. In the future, we 

can look at process management as a fully integrated component of the enterprise value cre-

ation management system. And most important, the value creation management system is 

the integrated management of both the resource and the value dimensions of the business. 

 Here we limit the discussion of value creation management systems to the illustration of 

what a  “ fully integrated ”  process management system looks like and what the implications are 

for process practitioners of this alternative to today ’ s fl awed defi nitions of process manage-

ment. The design, implementation, and operation of the value creation system of a business 

are the focus of our companion book for managers and executives. 

 To do this, we introduce two basic management models and then describe the evolution of 

a process management system by returning to our Belding Engineering Services example.  

                                                                Process Management in the Value 
Creation Context          

C H A P T E R  F I V E
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  PERFORMANCE MANAGEMENT MODELS 

 The basic performance management model shown in Figure  5.1  consists of three 

components: 

   1.    Performance Planned:  Goals and plans are set and communicated to the  “ performer. ”   

   2.    Performance Executed:  The  “ performer ”  (who can be an individual, a process, or an orga-

nization entity — for example, a company division, plant, or department) delivers the 

desired performance/results prescribed in the goals and plans.  

   3.    Performance Managed:  Actual performance is monitored against the goals and plans, and 

if a negative deviation is detected, there may be a  “ change ”  signal sent to:  

  a.   The  “ performer ”  to change the execution in some way and/or  

  b.   To the Performance Planned component to either change the goals or the plans to 

accomplish the goals            

 Put another way: 

  Performance Planned  �     “ Plan ”   

  Performance Executed  �     “ Actual ”   

  Performance Managed  �  Action to close the gap between  “ plan ”  and  “ actual ”     

•

•

•

 Figure 5.1 Performance Planned and Managed System 
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  Performance Executed  –  – the individual, process, or entity that performs the work –  – is always 

a visible component of this fundamental performance system. On the other hand, the 

 Performance Planned  and  Performance Managed  components, which constitute the  “ brains ”  

or intelligence of the performance system, tend to be invisible and fl awed. This Performance 

Planned/Performance Managed combination (which we refer to as the  “ Performance Planned 

and Managed System ” ) makes it possible for the performance system to adapt to external 

changes and react to execution failures. It is the mechanism whereby the performance system 

is both an effective processing system and an adaptive (learning) system. 

 Figure  5.2  provides more detail about the functioning of the Performance Planned and 

Performance Managed components. In addition to providing goals (direction) and plans to 

Performance Executed, the Performance Planned component makes available the necessary 

resources (fi nancial and other) to achieve the goals.   

 Linking together the components of Performance Planned and Managed to Performance 

Executed at each level of management forms a total management system. (See Figure  5.3 .) 

Each level of management sets plans and reviews performance of the next level down in the 

management hierarchy. In this context you can see why most process management designs 

fail (you need to link the  work processes  with Level 2, via Level 3) and why technology alone 

won ’ t help.   

 Finally, addressing process management in a value creation context enables us to under-

stand and address the reality of managing both the value and resource dimensions of an orga-

nization (resources in the context of the value dimension, as shown in Figure  5.4 ).   

 Figure 5.2 Detailed Performance Planned and Managed System 
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Any Enterprise

Businesses

Value Creation System

Management System

Management System

Product/Service
Launched

Product/Service
Sold

Product/Service
Delivered

Product/Service

Resources

Technology
Providers

Technology

Suppliers
Materials/

Equipment

Labor
Market

Human

Resources

Capital
Market

Financial
Stakeholders

Competition

Capital

Returns

Investments

Products/

Services

Order for Product/Service

Products/ServicesResources

Customers

Markets

Business Environment

Work that Must be Managed

Geopolitical Regulatory/Legal Economy Natural Environment Culture

Level 1

Enterprise/
Business

Level 2

Value Creation 
System

Value Chain

Launched Sold

Job Designed

Delivered
Level 3

Processing 
Sub-Systems

Level 4
Process

Level 5+
Sub-Process/Task/Sub-Task

Programs and
Applications

Product/Service
Portfolio
Managed

Job
Produced

Order Shipped
and Invoiced

Job
Designed

Product Supported
and Serviced

Demand
Developed

Customer
Relationship
Maintained

Product/Service
Developed and

Launched

Order
Obtained

Order
Entered

Engineering
Assigned and

Scheduled

Job Specification
Packet

Developed

Design
Reviewed

          Engineering Estimated

• Customer Order Spec Reviewed
• Customer Order Spec Issues Clarified
• Complexity Assessed
• Required Specialities Noted
• Engineering Hours Estimated

Engineering Assigned
and Scheduled Sub-Process

• Engineering Estimated
• Resource Availability Reviewed
• Job Assigned and Scheduled
• Customer Order Spec Communicated
• Detailed Job Plan Developed

 Figure 5.3 Work/Work Management System 

c05.indd   100c05.indd   100 10/26/09   12:44:52 PM10/26/09   12:44:52 PM



Process Management in the Value Creation Context 101

Value
Creation
System
Level

Processing
Sub-System

Goals
Articulated and
Communicated

Processing
Sub-System
Plans and
Budgets

Established

Processing
Sub-System
Plans and
Budgets

Implemented

Corrective
Action Taken

Performance
Analyzed

Performance
Monitored

Processing
Sub-System

Level

Process Goals
Articulated and
Communicated

Process Plans
and Budgets
Established

Process Plans
and Budgets
Implemented

Corrective
Action Taken

Performance
Analyzed

Performance
Monitored

Process
Level

Corrective
Action Taken

Performance
Analyzed

Performance
Monitored

Function
Level

Corrective
Action Taken

Performance
Analyzed

Performance
Monitored

Enterprise
Level

Any Enterprise

Performance Planned Performance Managed

Enterprise and
Business Goals
Articulated and
Communicated

Business and
Value Creation
System Plans
and Budgets
Established

Business and
Value Creation
System Plans
and Budgets
Implemented

Corrective
Action Taken

Performance
Analyzed

Performance
Monitored

Customers

Market

Function Goals
Articulated and
Communicated

Function Plans
and Budgets
Established

Function Plans
and Budgets
Implemented

Performer Goals
Articulated and
Communicated

Performer Plans
and Budgets
Established

Performer Plans
and Budgets
Implemented

Performance Executed

Market/Customer Needs/Competitor Situation

Orders, Requirements, and Feedback

Corresponding Work Management System

 Figure 5.3 (Continued) 

c05.indd   101c05.indd   101 10/26/09   12:44:53 PM10/26/09   12:44:53 PM



102 White Space Revisited

 When you understand process management as part of a total performance system that 

links organization goals, plans, resources, and actions to processes, functions, jobs, and per-

formers, you can see that it can ’ t succeed simply as an additional staff responsibility within an 

existing system. Process management is the critical element in making a management system 

effective, for it links performance and results to organizational vision, mission, and strategy 

by defi ning what is needed from the processes (Levels 2 – 4) and integrating management con-

trols throughout those processes. Achieving such an integrated performance management 

system is far more than a technology project: it is the design and management of both critical 

dimensions (value and resources) of any organization. Technology can help such a design and 

management effort, but it is no substitute for the accountability, judgment, and decision mak-

ing of executives. 

 Now, again using Belding Engineering, we show you two approaches to process manage-

ment in a value creation context. Let ’ s start with a quick overview of the Belding management 

system before S. K. Owens became the CEO.    

Belding Engineering

Belding Engineering Value-Resource Relationship Map

Resources

Technology
Providers

Suppliers

Labor
Market

Capital
Market

Corporate

Competition

$

Product/

Service

Customers

Market

Admin Engineering

Procurement Production Shipping

Operations

Product/Service Delivered

Marketing Sales

Product/Service
Sold

Product/Service Launched

Management System

 Figure 5.4 Managing Two Dimensions 
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 BASELINE BELDING ENGINEERING SERVICES    

 Before the new CEO ’ s arrival, Performance Planned at Belding Engineering consisted of an annual planning process 

completed over a four - month period. The major steps were 

   1.   Belding CEO received earnings guidelines/expectations from Corporate.  

   2.   CEO and the Director of Finance met individually with VPs to discuss operating and budget goals for each func-

tion for the next year.  

   3.   VPs and their functions prepared draft budgets for the next fi scal year (total and by month). These proposed bud-

gets were sent to the Director of Finance, who consolidated them into a draft Belding budget.  

   4.   The CEO and Director of Finance then met individually with each VP to bring each proposed budget  “ into line. ”   

   5.   The Finance Department published the fi nal Belding budget.    

 The Performance Managed system consisted of the following: 

   1.   The previous CEO held a monthly Operations Review with the VPs and occasionally a quarterly one - day  “ retreat. ”   

   2.   The agenda included a review of company budget, sales performance, and shipments. Gaps between planned 

and actual performance were discussed, along with possible corrective and preventive actions.  

   3.   Follow - up meetings were held with individual VPs as appropriate.    

 The function performance measures at the monthly operations review are summarized in Table  5.1 .    

  Belding Management System: First Iteration 

 As described in Chapter  Four , the CEO Owens launched a Value Creation Architecture initiative after two months with 

Belding. A major management issue that he continues to see is that executives and managers are managing resources 

without any value creation context, which results in function maximization and total organization performance system 

sub - optimization. Owens is concerned about the value delivered to customers (products on time that work) and 

Corporate (earnings). The vice presidents are primarily concerned with meeting their resource goals. 

 One outcome of the VCA effort was identifi cation of the Order to Cash process (that is, Belding work activities 

from the time the customer agrees to order a product until Belding receives payment for the order) as a core process 

that was in dire trouble and needed to be articulated, redesigned, and managed. 

 With the assistance of the Corporate Performance Support Group, Belding designed an Order to Cash process 

and corresponding Order to Cash Process Management System. The process and management system were imple-

mented simultaneously. (The process design and process management system design methodology followed by 

Belding is described in Chapters  Six  through  Ten .) 

 A major prerequisite for establishing process management for the Order to Cash process was fi rst gaining agree-

ment and understanding that Order to Cash is in fact a primary cross - functional process that requires a cross -

  functional management system. That may seem obvious, but it is not an easy concept to grasp if an organization has 

not learned how to think about itself in process terms. Further, it was challenging for managers to understand that in 

order to achieve an effective process management system, Belding was imposing a horizontal value creation process 

(Order to Cash) on the vertical resource management structure of the business (see Figure  5.5 ).   

 CEO Owens went about this by appointing an Order to Cash Process Management Team consisting of the VPs of 

Sales, Engineering, Procurement, Production, and Shipping (and supported by functional managers as required). The 
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 Table 5.1 Director of Finance Function Performance Measures 

     Finance      Marketing      Sales      Engineering      Operations      Procurement      Production      Shipping   

    Admin 

budget 

(Plan/

Actual)  

  Marketing 

budget 

(Plan/

Actual)  

  Revenues 

(Plan/Actual)  

Sales budget 

(Plan/Actual)  

  New product 

development 

projects 

(Plan/Actual)  

Engineering 

budget 

(Plan/Actual)  

  Units shipped 

(Plan/Actual)  

Cost per unit 

shipped 

(Plan/Actual)  

Operations 

budget 

(Plan/Actual)  

  Materials costs 

per unit shipped 

(Plan/Actual)  

Procurement 

budget 

(Plan/Actual)  

  Production cost 

per unit shipped 

(Plan/Actual)  

Production 

budget 

(Plan/Actual)  

  Shipping cost 

per unit 

shipped 

(Plan/Actual)  

Shipping 

budget 

(Plan/Actual)  

Admin Marketing Engineering

CEO

OperationsSales

Order EntryFinance Design Procurement Production Shipping

Order to Cash Process

 Figure 5.5 Belding Engineering Value Versus Resource Dimension 

team was chaired by the VP of Operations and supported by a Performance Architect from the Corporate Performance 

Support Group. (More on the performance support group and performance architect in Chapter  Ten .) The Process 

Management Team is accountable for ensuring that the Order to Cash process meets the goals that have been estab-

lished for the process and for aligning those process goals to function goals. This means that the appointed func-

tional VPs are accountable for two sets of goals: the usual functional resource (that is, budget) goals  and  the 

cross - functional Order to Cash process (that is, value creation) goals. The CEO signaled his performance priorities by 

establishing the following bonus compensation policy: 

  Quarterly bonuses (as has always been the policy)  

  VPs ’  bonus compensation was weighted (new):  

�   60% for Order to Cash process performance (value management)  

�   40% for achieving functional budget performance (resource management)    

•

•
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  Even if functional budget goals were met during a quarter, that bonus was not paid if the Order to Cash goals were 

not met. ( new )    

  Performance Planned Process 

 The new Performance Planned process was constructed as follows (see Figure  5.6 ): 

  Belding fi nancial and customer satisfaction goals set.  

  Belding fi nancial goals converted into appropriate function fi nancial and operational goals (fi rst approximation of a 

budget).  

•

•

•

 Figure 5.6 Performance Planned Process 

Admin Marketing Engineering

CEO

OperationsSales

Order EntryFinance Design Procurement Production Shipping

Order to Cash Process

1 5

2 2222

4 4

3

4 4 4 4

  1.   Belding fi nancial and customer satisfaction goals set  

  2.    Belding fi nancial goals converted into appropriate function fi nancial and operational goals (Approximation One)  

  3.   Belding and customer satisfaction goals converted into Order to Cash process goals, including:  

  • On - time delivery  

  • Order/Job profi tability  

  • Rework  

  ° Number of jobs  

°   Total cost      

  4.   Using the Cross - Functional Order to Cash Process Map:  

•     The Process Management Team specifi es what they need from participating functions.  

•   FMT negotiates budget - performance trade - offs with the PMT.    

  5.   The Belding annual budget is fi nalized.  
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  Belding fi nancial and customer satisfaction goals converted into Order to Cash process goals, including:  

  On - time delivery  

  Order/job profi tability  

  Rework        

°   Number of jobs  

°   Total cost            

   Using the Cross - Functional Order to Cash Process Map, the Order to Cash Process Management Team deter-

mines what performance it needs from each participating function to meet the Order to Cash process goals set by 

the president. Each function VP then assesses the impact of the Order to Cash demands on his or her  “ fi rst approxi-

mation ”  budget. The function VP negotiates budget - performance trade - offs with the Process Management Team. 

The result is some combination of the following: 

  Modifi cation in the goals of the Order to Cash process  

  Modifi cation in the demands made by the Order to Cash Process Management Team on various functions  

  An increase in total function budgets by the president or the redistribution of resource monies between various 

functions to accommodate the requirements of the Order to Cash process    

 Once all negotiations and adjustments have been made, the annual Belding budget is fi nalized.  

  Performance Managed Process 

 The performance data available to manage Order to Cash process performance is summarized in Figure  5.7 . Note that 

there is data on end - of - process performance and on each sub - process within Order to Cash. The performance man-

agement routine followed by all participants is summarized in the matrix in Table  5.2 . Both the Order to Cash Process 

Management Team and the functional management teams used the Value Creation Architecture documents on the 

wall of the executive conference room to troubleshoot poor performance and identify root causes for correction.      

  CEO ’ s Observations 

 Six months after the Order to Cash management system was implemented, the CEO ’ s observations were   

 We are making progress. It took two months for the Process Management Team to isolate the problems 

impacting rework and customer satisfaction. We determined which products, which engineering groups, which 

sales regions and which production lines were contributing to the problems. Having performance goals, our 

previously developed value creation architecture and good performance data made the difference. And there 

were no bonuses paid out in the fi rst quarter, which provided some extra motivation. It took another three 

months to make the necessary changes in how the process is executed. We have already made modifi cations 

on how the planning interface between the Process Management Team and functions will work in the next 

annual planning cycle. And maximum bonuses were paid out at the end of Quarter Two.   

 A big issue that Owens had hoped to address with this change was the lack of cross - functional collaboration. 

Asked whether any progress had been achieved on this front, Owens said,   

 I have sat in on several of the monthly Process Management Team meetings and both quarterly meetings. The 

level of collaboration and communication that has evolved between participants is extraordinary. The team 

uses the same conference room I use for my monthly Leadership Team meetings and I am pleased to see how 

•

•

•

•

•

•

•
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they rely on the value creation architecture documentation to clarify what they are talking about. In their case, it 

is clearly true that  “ a picture is worth a thousand words. ”     

  Pros and Cons of the Belding Engineering Management System 

  Pros   Performance of the Order to Cash process is essential to Belding ’ s performance. The Process Management 

System designed for the Order to Cash process achieves linkage between this Level 4 process and Level 2 of the 

business, where customer expectations and enterprise requirements are visible. Process management for Order to 

Cash has become a part of enterprise management, linked through the enterprise Performance Planned and 

Performance Managed systems.  

  Cons   Having a process management team for the Order to Cash process could be viewed as a  “ bolt - on ”  addition to the 

existing Belding management system, and after some period of time, Owens began to worry that this was what he had 

inadvertently created. He had no other mechanism for getting the VPs of the various functions that participated in the 

Order to Cash process to talk with each other and make collaborative decisions, and this team created a venue for such 

 Table 5.2 Performance Management Routine 

     Component   

   Activities per Time Period   

     Daily/Weekly      Monthly      Quarterly      Annually   

    Process 

Management 

Team  

      Review monthly 

process 

performance  

Review issues

  Ask questions  

Take/recommend 

action  

Update database  

  Review quarterly 

process performance  

Review issues  

Ask questions  

Change goals and/or 

resource allocation as 

appropriate  

Update database  

  Review annual process 

performance

  Set process 

improvement goals for 

next year  

Establish process goals 

and resource 

requirements for next 

year  

    Process 

Performance and 

Management 

Database  

  Database updated    Database updated    Database updated    Database updated  

    Function 

Management 

Team  

  Monitor process and job 

performance as appropriate  

Take action as necessary  

Raise issues with the Process 

Management Team as 

appropriate  

Update database  

  Implement changes 

as directed by the 

Process 

Management Team  

  Adjust goals and/or 

resource allocation as 

appropriate  

  Recommend process 

improvements and 

resource requirement 

modifi cations to the 

Process Management 

Team  

    Performance 

Architect  

  Monitor process performance  

Respond to requests for help  

Conduct research for improving 

process performance  

Make recommendations to the 

Process Management Team as 

appropriate  

Update database  

  Support 

implementation of 

changes 

recommended by 

the Process 

Management Team  

  Support 

implementation of 

changes 

recommended by the 

Process Management 

Team  

  Recommend process 

improvements to the 

Process Management 

Team  
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management activities. But many of the real decisions were still being made back in functional silos. So eventually, 

Owens had to move to something more far - reaching to truly integrate process management into business management 

at Belding. 

 There currently is no mechanism in Belding Engineering to see that the Launched, Sold, and Delivered sub - systems 

are aligned. Because of the emphasis on a single (although essential) process, the allocation of resources to the Order 

to Cash process could negatively affect other essential performance goals, such as new product development and 

market development. Thus, the Order to Cash focus could be contributing to the sub - optimization of the total Belding 

performance system. There is no good way to ascertain this without a broader approach to process management. 

 The bottom line is that while it is benefi cial to link up one important process — Order to Cash — to enterprise goals and 

customer expectations, there are still so many unlinked activities and so many opportunities for sub - optimization that 

this achievement is far from the true goal of enterprise - wide performance management.  In truth, there should be no such 

thing as  “ process management ”  — just management . An effective enterprise performance management system would 

link all levels of the Value Creation Hierarchy, thus ensuring that the work done at all levels inside the organization results 

in production of the goods and services that customers want, at a cost and profi t level that the organization desires.    

  Current Belding Management System 

  Note: The management system described in this section is the focus of our forthcoming companion book for manag-

ers and executives. We will provide a high - level overview below, as it provides context for the design of a process 

management system, but the details of designing an entire management system will be found in the other book . 

 It has now been four years since S. K. Owens arrived at Belding Engineering Services as its new CEO. Based on 

the organization ’ s success in managing value creation and resource allocation in concert for the Order to Cash pro-

cess, the president decided to extend that management notion to the entire company. In the context of the Value 

Creation Hierarchy, the president has embarked on the design of a management system that will link all fi ve levels, 

from enterprise to performer.     

 With the continuing help of the Corporate Performance Support Group, Belding updated its documents of the 

Belding value dimension. Specifi c documents that are continually used in the management of Belding include many 

of the documents created to defi ne its VCA — in particular, the Super - System Map, Business Process Framework 

(BPF), and Cross - Functional Value Creation Map. (Templates of these appear in Figure  4.1 .) 

 The management structure for managing the total Belding Value Creation System is intended to fully integrate 

value creation management with the existing business management team structure without creating burdensome 

bureaucracy. The CEO ’ s direct reports, overseeing all Belding functions, are accountable for achieving fi nancial and 

operating goals through management of the Value Creation System. 

 Executives on the Leadership Team (one each for Launched, Sold, and Delivered) have been assigned as the key 

links to functions as regards performance planning and management. This level is the link between value and resource 

management. Each of these three executives heads up a cross - functional management team. (The Order to Cash 

Process Management Team morphed into the Delivered Management Team.) 

 Process management teams were also formed for sizable cross - functional processes making up Launched, Sold, 

and Delivered that cannot be adequately managed by a function. For example, the Customer Committed process 

(that is, the sales process) can most likely be managed by the Sales function, without the need for a separate pro-

cess management team. By contrast, the Product/Service Released process within the Launched sub - system 

involves several functions to produce the necessary outputs and could likely benefi t from a process management 

team, reporting to the Launched Management Team. The Leadership Team was careful not to allow an uncontrolled 

growth of  “ process management teams ”  for processes that did not warrant it. 
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 The Leadership Team also regarded one of its most important tasks as ensuring that process initiatives served to 

strengthen Belding ’ s competitive advantages. They took to heart Michael Porter ’ s dictum that all organizational 

 “ activities ”  (that is, processes) should fi t and reinforce the company ’ s strategy, so a large part of their role was to look 

at proposed improvements in light of strategic fi t and overall impact on Belding ’ s entire Value Creation Architecture. 

  Performance Planned Process 

 Performance planning is about aligning and allocating vertical resources to the horizontal Value Creation System. 

Process goals are set fi rst. Then resource goals are set to support accomplishment of the process goals. Planning 

follows the numbered sequence shown in Figure  5.8 , and works as follows: 

   1.   Enterprise goals are set by the Leadership Team, based on customer requirements and fi nancial stakeholder 

expectations.  

Belding Engineering

Resources

Technology
Providers

Suppliers

Labor
Market

Capital
Market

Corporate

Competition

$

Customers

Market

Admin Engineering

Procurement Production Shipping

Operations

Product Delivered

Marketing Sales

Product Sold

Product Launched

Contributing 
Processes

Outsourced
Engineering

Business Environment

5 5 5 5 5 5 5

5

4 3

2

3

34

Management System
1

 Figure 5.8 Performance Planned Sequence 

 The critical role of Belding management is :

  1.   The alignment of the organization ’ s goals, strategies and priorities with the reality of the super - system (Management of 
the  Adaptive System  through strategy formulation)  

  2.   The effective and effi cient operation of the internal processing system to meet customer and fi nancial stakeholder 
needs—  that is, manage the work (Management of the  Processing System  through Value Creation Management)    
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   2.   Goals for the value creation system and primary processing sub - systems (that is, Launched, Sold, 

and Delivered) are set to achieve enterprise goals.  

   3.   Process goals are set to support the primary processing sub - system goals.  

   4.   Function goals are set to support individual process and primary processing sub - system goals.  

   5.   Sub - function and individual goals are set to support function and process goals.          

   Performance Managed Process 

 The meeting agendas of the Leadership Team have been altered to allow adequate time for reviewing, 

troubleshooting, and decision making of Belding ’ s VCS rather than having functional updates as the 

dominant subject. The management of value and resources goes like this: 

   1.   Ask: Are we meeting the value goals?  

   2.   If not, fi nd out why not, troubleshooting down through the layers of process to the contributing 

resource centers that are performing the value - adding work.    

 The performance data available to manage the various components of the Belding Value Creation 

System are summarized in Figure  5.9 . These data are made available to appropriate executives and 

management teams via performance tracking reports.    

  CEO ’ s Observations 

 One year after the Value Creation Management System was implemented, CEO Owens commented 

that the entire set of Value Creation Architecture maps provides some capabilities that he and 

the Leadership Team did not have before:  “ These architecture maps are a powerful set of views for the 

business, but even more, they are analytical and decision - making tools for my executives. ”  

 Among the benefi ts these views provided were that they: 

  Enable detailed analysis of proposed changes (for example, strategy, organization restructuring, 

outsourcing)  

  Enable detailed analysis of potential impact of trends in the super - system  

�   What changes are required to respond to such trends  

�   What - if scenarios    

  Aid identifi cation of opportunities to improve processes or groups of processes  

  Aid identifi cation of where in our Value Creation System (Launched, Sold, Delivered) we can build in 

more competitive advantages  

  Provide an excellent framework for tracking the various initiatives being carried out in the organization    

 Owens added,   

 Within the documentation that depicts our Value Creation Architecture, our jumping off point 

for decision making is the Cross - Functional Value Creation map for each product line. For any 

of these businesses, it shows how every function impacts the customer in all three phases of 

the Value Creation System. Any group or management team can troubleshoot any customer 

issue using this map. 

•

•

•

•

•
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• Admin Budget 
  (Plan/Actual)

• Systems Capability (to
  Support New Product)
  Available On-time

• Invoice Timeliness
• Invoice Accuracy
• CT Invoice to Cash
• Late Payments Due to
  Errors

• CT to Issue Resolution

• Mktg Budget 
  (Plan/Actual)

• Product Analysis Quality
• Product Support Costs
  (existing products)
• Product Support
  Effectiveness (existing
  products)

• Lead Quality 
  (% qualified, % closed)
• # Leads by Source
• Cost Per Lead
• Rev Value of Qualified
  Leads

• Business Case Accuracy
• Research Project Budgets
  (Plan/Actual)
• Research Project Plans
  (Plan/Actual)
• Product Support
  Effectiveness
• Product Support Costs
• Product Support On-time
• Product Launch Budget
  (Plan/Actual)

• Operations Budget
  (Plan/Actual)
• Units Shipped
  (Plan/Actual)
• Cost Per Unit Shipped
  (Plan/Actual)

• On-time Service

• Orders—Revenue
  (Plan/Actual)
• Orders—Units
  (Plan/Actual)
• Cost Per Sale
• Close Ratio
• Proposals Submitted
• COS Accuracy— 
  Rework Due to COS 
  Errors and Omissions

• Additional Sales
• Referrals
• Account Plans
  (Plan/Actual)

• Revenues 
  (Plan/Actual)
• Sales Budget 
  (Plan/Actual)

• Sale Rep Product 
  Training Completed 
  On-time

• % Install Base
  Transitioned

• Design meets Spec
• Rework due to Design
• Failures due to Design
• Jobs Designed On-time
• Design Costs
• Job Costs

• Product Performance—
  Failures
• Product Performance—
  Sustaining Eng Costs in 1st Year
• % Technology Reuse
• % Materials Reuse
• % Mfg Process Reuse
• Design Costs for New Product
• Design Project Plan 
  (Plan/Actual)
• Spec Pkge Accuracy

• Sustaining Eng Costs
• Design Project Plan
  (Plan/Actual)
• Materials Cost Reductions
  Realized
• Mfg Cost Reductions Realized

• Customer Service Costs
• Warranty Costs
• CT to Issue Resolution

• Engineering Budget
  (Plan/Actual)
• NPD Projects
  (Plan/Actual)

 Figure 5.9 VCS Performance Data 
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• Service Costs
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• Product Failures
• Invoice Errors

• Rev—Product
  Shipped and Invoiced
• # Units—Products
  Shipped and Invoiced

• Product Margin

• Market Share

• COS Errors
• Product Meets Customer 
  Needs
• Returns for Wrong Product 
  Specified
• Orders — Revenue
• Orders — Units
• Cost of Sales

L, S, D Measures VCS Measures
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 And with these maps, every proposed change to organization structure, policy or process can 

be quickly assessed as to impact on customers, suppliers, or partners; what will be impacted 

internally (people, processes, functions); and who needs to be involved in assessing, design-

ing and implementing the changes.     

  Features of the Value Creation Management System 

 In summary, these are some of the major highlights of the management system adapted at Belding: 

  Collaboration is no longer an option.  

  The job of process management is fully integrated into the roles of executives and managers at 

every level of the organization.  

  The Value Creation Architecture documents are used by executives and managers to plan, analyze, 

and make decisions about the organization ’ s strategies, direction, structure, work processes, and 

performance.  

  The Value Creation Management System incorporates a formal mechanism for the selection, initia-

tion, and management of all change efforts, thereby focusing scarce resources on those change 

activities that matter most.  

  Various staff resources, each with their own agendas and methods, are integrated into one group, 

empowered by the Belding Leadership Team and accountable for the maintenance of the Value 

Creation System at all levels.     

•

•

•

•

•

  CLOSING POINTS 

 For those who design and implement process management systems (or would like a better 

way to do this), these are some of the implications of the approach we have outlined in this 

chapter: 

   1. We have described here the evolution of a management system.  

  Stage 1: Enterprise - wide management of resources only  

  Stage 2: Value and resource management for a single but signifi cant cross - functional 

process (that is, Belding ’ s fi rst iteration)  

  Stage 3: Enterprise - wide integrated management of resources and value (that is, Belding ’ s 

current management system)      

 The reason for this evolutionary approach is practicality. Nearly every organization we 

know of and have worked with to install process management has done so after gaining 

some practical experience in applying process improvement methodology and then building 

the beginnings of a process management system on top of that redesigned process. 

•

•

•
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Process Management in the Value Creation Context 115

In  organizations in which the decision from the outset has been to install a companywide 

management system of the sort we have described here, success was still possible but harder to 

attain. In part, that is because without some experience in process improvement fi rst, the 

organization has not really learned the language or benefi ts of a process approach to business. 

Tackling process management fi rst keeps the concept of process in the theoretical realm, where 

it ’ s harder for people to understand why they are creating this new approach to management. 

But with a process improvement project already conducted that has yielded tangible results, it 

is much easier to convince people that the process approach is of great potential value.   

  2. There is no need for a process governance system.    

 This approach integrates management of process into management of the business. This 

approach is the exact reverse of efforts we have seen in companies that get into process 

improvement and then attempt to install  “ process governance ”  because they recognize the 

need for some kind of control over the wildly growing demands for process projects and that, 

once designed, a business process doesn ’ t manage itself. Those efforts in all cases result in a 

 “ bolt - on ”  addition to management rather than integration of process management into busi-

ness management. 

 We have found this approach to process management effective because it produces a grad-

ual but lasting transformation to a process - managed organization.                                                       
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 Historically, process work has focused on the design, redesign, or improve-

ment of individual processes and sub - processes at Levels 4 and 5 of the 

Value Creation Hierarchy (VCH) (Figure  6.1 ). But when we view process in 

the context of value creation, the future becomes the effectiveness of the value 

creation system from Level 2 through Level 5 of any organization ’ s VCH. This 

means addressing any and all performance aspects of the Value Creation 

Architecture (VCA). This is the  “ new world ”  of process improvement. It ’ s a tall 

order and requires a considerable discipline, starting with a robust process 

design/improvement methodology.   

 In this chapter and the three following it, we present: 

  The Effective Process Framework (EPF), a guiding model for improvement work  

  The Rummler Process Methodology (RPM) and critical success factors  

  A detailed project walk - through  

  Applications of RPM to different process improvement challenges  

  RPM and current BPM practices     

•

•

•

•

•

                                                                        A Framework and Methodology 
for VCS Design          

C H A P T E R  S I X
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  MAJOR REQUIREMENT: A METHODOLOGY 
FOR THE VALUE CREATION SYSTEM 

 The design or improvement of the Value Creation System is serious stuff with serious conse-

quences if it is done badly. Messing with the Value Creation System requires a serious process 

methodology. We are talking about the systematic application of a comprehensive, docu-

mented, and proven approach and set of procedures for analyzing, designing, and improving 

any business process. Such a methodology will: 

  Guide the correct defi nition and scope of a process in the context of a business ’ s total Value 

Creation Hierarchy  

  Address those variables identifi ed in the Effective Process Framework as critical to process 

performance    

 Without such a methodology, there is no chance of  “ process ”  realizing its potential for 

improving business results. It appears to us, however, that a great deal of the work currently 

done in the fi eld of BPM/process is off target and not getting the job done. Some of the prob-

lems we ’ ve noticed include: 

  There is little systematic work to link process performance to organization results.  

  There is a ritualistic application of tools and techniques sans any comprehensive method-

ology or framework.  

  There is more interest in BPM software application packages than in the underlying 

processes.  

•

•

•

•

•

 Figure 6.1 The Past and Future of Process Improvement 

Level 1
Business

Value Creation Hierarchy
In the Past In the Future

An Effective and Efficient VCS

Design/Improve
Processes

Level 2
Value Creation

Level 3
Sub-Systems

Level 4
Process

Level 5
Sub-

Process/Task
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A Framework and Methodology for VCS Design 121

  There is an assumption that automating a process means it has been improved.  

  There is the borrowing of a few models and thoughts from a variety of sources and slam-

ming them together into a PowerPoint deck and calling it a methodology.    

 We present a  real  methodology here, one that covers all of the required phases — defi nition, 

analysis, design, and implementation — and the design of process management teams. We call 

it the Rummler Process Methodology (RPM).  

  EVOLUTION OF THE METHODOLOGY 

 The Rummler Process Methodology is the culmination of twenty - plus years of process work 

by the PDL partners and their clients. It evolved as follows. 

 Based on his industrial engineering background of the 1950s, his performance analysis 

and improvement work during the 1960s and 1970s and the concept of  “ organizations as sys-

tems, ”  Geary Rummler conceived of a process modeling (including the now widely used 

 “ swimlane ”  format) and improvement methodology, which was applied in the early 1980s in 

such organizations as GTE, Douglas Aircraft, and Motorola. 

 Alan Ramias, an internal consultant at Motorola, became the co - architect of this fl edgling 

 “ process methodology ”  as it was applied to a wide variety of critical businesses at Motorola 

that  “ changed the way the company does business worldwide, helped us save more than 

 $ 950 million in the last few years and played a leading role in Motorola ’ s winning the Malcolm 

Baldrige National Quality Award. ”   1   

 This same methodology became the basis of the Rummler - Brache process improvement 

methodology described in 1990 in  Improving Performance: How to Manage the White Space on 

the Organization Chart  by Geary Rummler and Alan Brache.  2   

 The methodology was extended to include designing and improving processing  systems,  

development of process metrics, and design of process management systems. This version of 

methodology was applied worldwide through affi liates in a dozen countries. Hundreds of pro-

cess improvement facilitators were trained in the approach. Eventually, the methodology was 

adopted as the global process methodology of such companies as HP, Dow Chemical, Citibank, 

3M, and ABB. 

 In 2005, Geary Rummler, Rick Rummler, Cherie Wilkins, and Alan Ramias joined forces to 

pool their knowledge and experience to respond to new opportunities for  “ process. ”  The result 

is a new process improvement platform that includes the simultaneous analysis and design of 

a business process, related information technology, process management, and change man-

agement. This new platform is based on two old values: 

   1.   Process work should be done in the context of organizations as systems.  

   2.   Business results are the number 1 goal.     

•

•
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  THE EFFECTIVE PROCESS FRAMEWORK ( EPF ) 

 The Value Creation System is a network of processes, described in greater and greater levels of 

detail as depicted in the tools of the Value Creation Architecture (see Chapter  Four ). To design 

new processes or improve existing ones, one must understand what makes a process effective 

and effi cient. We have identifi ed the eight major variables that determine the effectiveness and 

effi ciency of any work process: 

   1.   Desired process outputs/results  

   2.   Process design  

   3.   Underlying models  

   4.   Resources  

   5.   Inputs/triggers  

   6.   Jobs/roles  

   7.   Technology  

   8.   Process Performance Management System    

 These variables comprise the Effective Process Framework (EPF) and are depicted in 

Figure  6.2  and described in Table  6.1 .     

 Given that  “ process ”  is the fundamental building block for the Value Creation Hierarchy 

and is thereby scalable, from sub - process all the way up to business unit, the EPF is also scal-

able, as illustrated in Figure  6.3 . The problem is that in the vast majority of process improve-

ment efforts, only two or three of these variables are ever systematically addressed. Therein 

lies the explanation for many of the failures of work processes.   

 The EPF model can be easily operationalized as a template for troubleshooting poor pro-

cess performance or as a process design checklist by asking the following questions: 

   1.   Are the desired process outputs/results requirements:  

  Linked to organization and customer requirements?  

  Clear?  

  Communicated?    

   2.   Is the  process  designed to meet output requirements?  

   3.   Are the  underlying models  appropriate?  

   4.   Are necessary  resources  available?  

   5.   Do the required  inputs/triggers  meet input standards?  

   6.   Are  jobs/roles  properly aligned and executed (including organization structure)?  

   7.   Is the required  technology  aligned and executing?  

•

•

•

c06.indd   122c06.indd   122 10/26/09   12:46:22 PM10/26/09   12:46:22 PM



A Framework and Methodology for VCS Design 123

 Figure 6.2 The Effective Process Framework 
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   8.   Is an appropriate  Process Performance Management System  in place?  

  Aligned?  

  Executing?      

  Note:  We are no longer talking about  “ process design, ”  but rather process  performance  

design, so we address all eight of the variables, not just the design or redesign of the work pro-

cess. The Effective Process Framework is an antidote to all the single - point solutions to  process 

performance problems that have failed. The major insight and implication of the EPF is that 

process performance design must address all eight of these variables — no exceptions. If the 

•

•
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d
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c
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 d
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c
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 d
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b
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 c
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c
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c
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c
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p
ri
a
te

 u
n
d

e
rl
y
in

g
 m

o
d

e
l 
s
u
c
h
 a

s
 t

h
e
 

 “ i
n
v
e
n
to

ry
 r

e
o

rd
e
r ”

  p
o

in
t.
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 m
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 d
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c
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 p
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b
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p
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c
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 m
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c
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c
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 m
a
y
 

b
e
 a

n
 o

p
p

o
rt

u
n
it
y
 t

o
 c

la
ri
fy

, 
re

e
s
ta

b
lis

h
, 
o

r 
n
e
g

o
ti
a
te

 i
n
p

u
t 

s
ta

n
d

a
rd

s
 t

o
 a

c
h
ie

v
e
 d
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c
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h
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 Figure 6.3 The VCH and Key Variables Requirements 
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Effective Process Framework Variables
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goal is improved  process performance,  you cannot improve or operate on any one of these 

variables in a vacuum. The ultimate value of process is as the  integrator  of the variables neces-

sary for value creation and organization improvement. 

 The Effective Process Framework has implications for those many disciplines that attempt 

to improve process performance from their special but limited view of the process  “ elephant. ”  

The IT function focuses almost exclusively on the technology variable, frequently ignoring 

the output requirements of the process, the design of the process, and the relationship of 

technology to job/role requirements. Six Sigma focuses on defect fi xing but often without a 

view of the impact of that solution on the other variables. Lean focuses on process design but 

frequently ignores the job and role requirements and the Process Management System. 

Human Resources designs systems to evaluate the performance of humans (for example, 

competency - based appraisal systems) but that ignore altogether any connection to job and 

process performance and the variables that affect them. Finally, managers in general fre-

quently have no concept of the variables that must be aligned to get process performance. 

Therefore they do not engage in any systematic troubleshooting of poor process performance 

and exacerbate the problem by demanding attention to just one of the more visible variables 

(for example, some form of technology or training). 

 In short, if you are messing with process performance, you have the obligation to under-

stand the whole system: 

   1.   Where you are in the Value Creation Hierarchy  

   2.   The variables that affect process performance    

 The eight variables included in the Effective Process Framework have major implications for 

  Process performance system design  

  Process performance system improvement  

  Process change implementation (particularly IT)  

  Process management design/improvement (The process management system must be able 

to manage the performance of the remaining seven variables that impact process 

performance)    

 As you might suspect, those variables must be addressed in any process performance 

design/improvement methodology; we do that in this book. The EPF model is the foundation 

of the Rummler Process Methodology. 

  A Note on Human and Technology Performance Tools 

 Supporting the Effective Process Framework is a set of analysis tools that can help the process 

practitioner understand and diagnose two of the most important EPF variables: the human 

performer and technology. 

•

•

•

•
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  The Human Performance System 

 Our tool for understanding, analyzing, designing, and improving human performance is 

the  Human Performance System  (HPS), a model that describes the variables infl uencing the 

behavior of a person in a work system.  3   The model is based on several important tenets: 

  Every organization is a complex system designed to transform inputs into valued outputs 

for customers.  

  Every performer, from CEO to line worker, inside any organization is also part of a unique 

personal performance system.  

  When an individual fails to produce a desired outcome in an organization, it is due to the 

failure of one or more components of that person ’ s HPS.    

 The components of any HPS are illustrated in Figure  6.4 . The performer (1) is expected to 

produce some set of outputs (2). For each output there is a set of inputs (3). For every output 

produced (as well as for the action it took to make the output), there is a resulting set of con-

sequences (4) — something that happens to the performer, which in turn is interpreted by the 

performer as either positive or negative. This interpretation is the key to understanding 

the performer ’ s future behavior, because the HPS is governed by the behavioral law that peo-

ple ’ s behavior is affected by consequences, meaning people are likely to repeat behaviors that 

bring them positive consequences and also likely to avoid behaviors whose payoff is negative. 

The fi nal element of the HPS is feedback (5) to the performer about the output.   

 This template of human performance can be used to diagnose any performance problem, 

and perhaps even more important, it can be used to design better jobs. Figure  6.5  presents the 

ideal HPS, with descriptions of each component in its ideal state.   

 In its usage over many years, some patterns of performance have become apparent. For 

example, 90% of the time, performance defi ciencies that might appear to be caused by a 

•

•

•

 Figure 6.4 The Human Performance System 
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Consequences +–

Performer

Feedback
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human performer, or a class of performers all doing a given job, are the result of other things 

that are wrong in the HPS: 

  Missing materials  

  No clear direction or expected output  

  Interference while trying to do their work  

  Lack of any meaningful feedback  

  Strong negative consequences for trying to do the job  

  No positive consequences for succeeding  

  Broken, unavailable, obsolete equipment  

  Lack of training or other preparation    

 It is sometimes stunning to fi nd out the circumstances in which average performers keep 

on grinding away in their duties in spite of a dreadful lack of support. HPS analysis can help 

bring this kind of situation dramatically to light.   

•

•

•

•

•

•

•

•

• Clear or sufficiently
  recognizable indications
  of the need to perform

• Minimal interference
  from incompatible or
  extraneous demands

• Necessary resources
  (budget, personnel, 
  equipment) to perform

• Frequent and relevant
  feedback as to how well
  (or how poorly) the job 
  is being performed

• Adequate and appropriate 
  criteria (standards) with 
  which to judge successful
  performance

• Sufficient positive
  consequences
  (incentives) to perform

• Few, if any, negative
  consequences
  (disincentives) 
  to perform

• Necessary understanding and 
  skill to perform

• Capacity to perform both 
  physically and emotionally

• Willingness to perform
  (given the incentives available)

Input Output

Consequences +–

Performer

Feedback

 Figure 6.5 The Ideal HPS 
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  The Technology Performance System 

 In many of today ’ s organizations, technology has become so pervasive that it functions as a 

frequent enabler of human performance as well as, in many cases, a performer itself. Can the 

HPS concept be useful here as well? Absolutely. Technology can fail to support a process or its 

human performance because the circumstances in which it exists don ’ t support its effective 

utilization. What we call the  Technology Performance System  (TPS) can suffer from missing or 

poor inputs (bad data, bad data entry); unclear goals or outputs (meaning the technology 

may be designed to produce outputs different than what is actually desired); a bad surround-

ing performance environment (interface problems, software issues). 

 Even consequences play a role in the effective performance of a TPS, in that a system, data-

base, or application can be misused or abused so that it does not do the job it was designed to 

do. Witness the jerry - rigging of legacy systems to perform tasks they were not originally made 

for, eventually leading to a crash - and - burn. Even machines don ’ t necessarily just suffer silently. 

There is feedback, as in the HPS model, but it is received and interpreted by the maintaining 

function. The fi nal element of the TPS is user impact. In the cases where IT and a human per-

former must produce the output together, the system performance is also infl uenced by the 

user. And of course the user ’ s performance is equally infl uenced by the system. This is our 

connection back to the HPS. We have all seen the impact on a technology system when the 

users do not have the appropriate knowledge and skill to use the system. Likewise, we know 

that a user is likely to avoid, if possible, using a system or technology that they perceive as 

punishing to use — too many screens to click through, repeated entry of the same data, and 

so on. 

 Figure 6.6 depicts the components of the TPS.     

  RUMMLER PROCESS METHODOLOGY OVERVIEW 

 The Rummler Process Methodology (RPM) is summarized in the project structure shown in 

Figure  6.7 . As represented on the horizontal axis, the RPM follows this sequence of seven 

phases: 

  1. Align 

 This phase identifi es the business reason for doing the project, the process and its boundaries, 

the goals and timetable, and the project supporters and participants.  

  2. Analysis 

 This phase produces a view of the condition of the existing  “ is ”  process and determines causes 

of poor process performance.  
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  3. Design 

 This phase creates a process design that achieves the project goals and eliminates process 

defi ciencies.  

  4. Commit 

 This phase prepares the organization to support the detailed design, development and imple-

mentation of the  “ should ”  process.  

  5. Build 

 This phase produces a detailed design of all the components of the  “ should ”  process and any 

supporting changes in policy, technology, tools, and so on.  

  6. Enable 

 This phase readies the performers (that is, users, operators, supporters, and managers) of the 

 “ should ”  process to undertake their roles.  

  7. Adopt 

 This phase puts the  “ should ”  process in place while adjusting the design to ensure it meets 

process and project objectives.     

  DESIGN DIMENSIONS 

 At each phase of a project, the Rummler Process Methodology systematically addresses fi ve 

process performance design dimensions, as shown on the vertical axis in Figure  6.7 . The 

dimensions are :

   1.   Process  

   2.   Performer: Human  

   3.   Performer: Information Technology  

   4.   Process Management  

   5.   Change Management    

 The dimension of  process design  is the organization of work to accomplish a Business Value 

Milestone. The criteria for judging the degree to which a process is well organized is whether 

the work can be performed effectively and effi ciently, can be managed, and has the potential 

for providing competitive advantage. Process design work may include modifi cation of: 

  Process outputs/standards/requirements  

  What work is done  

•

•
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  How work is done  

  Who does the work  

  Sequence of work  

  Resources required  

  Underlying models/algorithms  

  Inputs to be processed    

 The dimension of  Performer: Human  addresses the specifi cation of human contributions 

required to perform the designed or improved process. This may include modifi cation of the 

following for a single job or role, for a hierarchy of jobs/roles, or a team of jobs/roles (includ-

ing management): 

  Job/role outputs or requirements  

  Job/role design  

  Job/role resources  

  Human Performance System variables of Consequences, Feedback, and Knowledge/

Skills  

  Organization structure and policies to accomplish or support the above    

 The dimension of  Performer: Technology  addresses the specifi cation of technology required 

to perform the designed or improved process. This may include modifi cation of: 

  Data fl ow  

  Application functionality  

  User interfaces  

  System interfaces  

  IT strategy and systems architecture  

  Technology Performance System variables of Downstream Consequences, System 

Feedback, and Capability/Capacity    

 The dimension of  Process Management  addresses the design or redesign of the Performance 

Planned and Managed System required for the process to perform as designed. 

 The dimension of  Change Management  addresses the specifi cation and development of 

strategies and actions required to successfully implement the  “ should ”  process and manage-

ment system. 

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•

•
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  Design Dimensions and the Effective Process Framework 

 Four of these dimensions address the eight variables of the Effective Process Framework 

(EPF), thus ensuring that the EPF is thoroughly employed in developing a comprehensive 

 “ should ”  process design, as shown in Table  6.2 .   

 In addition, there is the critical dimension of  “ change ” : those practices required to ensure 

readiness for change and to effectively implement the changes associated with the variables 

listed in Table  6.2 . Obviously, change management is critical during implementation (Phases 

5 – 7). But our experience is that assessing potential barriers to change begins with Phase 1 

(Align). The issues and challenges of change management and successful implementation 

need to be  “ front of mind ”  at the outset of a project and assessed continuously throughout all 

phases of the project. 

 Details about the RPM project phases are shown in Table  6.3 .     

   RPM  ASSUMPTIONS 

 Key assumptions about the application of the Rummler Process Methodology to a process 

design or improvement effort include: 

  The ultimate objective of any such effort is the improvement of the performance of a 

 process — the closing of some measurable gap in process results. The assumption here is 

that the process being designed or improved is not one of the sub - sub - sub - processes to 

which the methodology is frequently misapplied.  

  Ideally, all phases of the project involve a cross - functional project team, numbering six to 

twelve members. Team members in most cases are individuals who ultimately will be 

involved in the performance, support, or management of the process.  

•

•

 Table 6.2  RPM  Design Dimensions Versus  EPF  Variables 

     RPM Design Dimensions      EPF Variables   

    1    Process    1    Desired process outputs/results requirements are linked, clear. 

and communicated  

    2    Process is designed to meet output requirements  

    3    Underlying models are appropriate  

    4    Resources are available  

    5    Inputs/triggers meet input standards  

    2    Performer: Human    6    Jobs/roles are properly aligned and executed  

    3    Performer: Technology    7    Technology is properly aligned and executing  

    4    Process Management    8    Process Performance Management System is in place, 

aligned, and executed  
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A Framework and Methodology for VCS Design 137

  The project is guided by a trained Process Consultant, either internal or external to the 

organization. The Process Consultant knows the RPM project framework, understands 

what must be accomplished in each phase and how to achieve the desired results.     

   RPM  ROLES 

 Key client roles always include: 

  Project Sponsor  

  Project Team (guided by the Process Consultant)  

  Project Team Leader    

 Depending on project scope, a project structure might also involve: 

  A Steering Team consisting of senior managers or executives who represent the functions 

or organizations involved in performance of the process in question. The Project Sponsor 

functions as the Chair of this Steering Team.    

 The exact application of the RPM project structure varies with the scope and objective of a 

particular engagement. The variety of scope and objectives are refl ected in Table  6.4 . Each cell 

in the matrix represents a variation on application of the RPM, captured in an appropriate 

engagement model.    

•

•

•

•

•

 Table 6.4 Process Engagement Grid 

     Value Creation 

Hierarchy   

   Engagement Models   

     Primary Variables   

     Process Scope      Activity/Scope   

     Defi nition/ 

Documentation   

   Process 

Design   

   Process 

Redesign/

Improvement   

   Process 

Management 

System Design   

    Enterprise/Business 

model  

  Whole business          

    Value Creation 

System  

  All of Value Creation System 

(Launched/Sold/Delivered  )

        

    Processing 

Sub - System  

  Multiple 

Processes  

  Primary          
    Contributing          

    Process    Single 

Process  

  Primary     ✕        ✕      ✕   

      Contributing          
    Sub - Process /

Task/Sub - Task      
  Sub - Process    Primary  

  Contributing  
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   RPM  CRITICAL SUCCESS FACTORS 

 Built into RPM are several factors critical to success of any process design or improvement 

project. These factors are shown in Figure  6.8  and are listed following.   

  1. Design Dimensions 

 Every project (unless it is of very narrow scope, such as a sub - process) needs to address all fi ve 

design dimensions, in some cases repeatedly.  

  2. Critical Business Issue ( CBI ) Identifi cation and Process/Project Scoping 

 To be successful, every project must be driven by an issue important to the business, and that 

CBI should be the main determinant of the process and project scope.  

  3. Clear End - to - End Project Accountability 

 First steps in ensuring project success include establishing a structure appropriate to the size and 

complexity of the process and identifying appropriate roles and responsibilities, and then ensur-

ing throughout the project that project management responsibilities are carried out effectively.  

  4.  “ Is ”  Analysis Discipline 

 Some process practitioners attempt to save time by skipping the analysis phase, thinking the prob-

lems are already well understood, but it is never the case that problems are understood by every-

one the same way. A lack of analysis causes endless rehashing and even cancellations of projects.  

  5. Visual Modeling 

 We have a large variety of tools in RPM for creating depictions of the situation, the causes, the 

potential solutions, and the performance. All these devices aid the project participants in their 

understanding and agreement as they proceed through the phases.  

  6.  “ Is ”  to  “ Should ”  Strategy 

 The juncture between  “ is ”  and  “ should ”  can be mishandled in a number of ways, which can 

cause participants to leave or stall, so a structured approach to this critical passage is highly 

recommended.  

  7. Performer Integration: Technology and Human 

 Both analysis and design must reach the performer level or there is a risk that the analysis will 

be inaccurate and the solutions unfeasible.  

  8. Process Management System Design 

 The manageability of a process is as important as its effectiveness and effi ciency; manageabil-

ity must be included in the project analysis and design work.  
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  9. Change Readiness Assessment 

 A good process design can fail if the receiving organizations are unprepared or unwilling. 

Gauging their readiness and making the appropriate preparations are critical to success.  

  10. Implementation Planning and Management 

 The Achilles ’  heel of many process improvement projects is poor implementation, and very 

often this is traceable to bad planning or a failure to reassess the original project plan in light 

of the process design. 

 Each of these critical success factors is further discussed in Chapters  Seven  and  Eight , in 

the context of a project walk - through.   

  CLOSING POINTS 

 In Chapter  Seven , we walk through a process improvement project at the single - process level 

using RPM. The project involves defi ning the process, improving it, and addressing relevant 

components of the management system, so we have placed checkmarks in the appropriate 

cells of Table  6.4  to indicate the scope of the project. We also give examples of several other 

engagement models in Chapter  Nine .                                                        
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 In Chapter  Six  we presented the elements of the Rummler Process 

Methodology (RPM). Now we walk through a typical project so you can see 

how these elements are adapted to particular project variables. But before we 

do that, we need to situate this project in some context. 

 As stated in the previous chapter, the Rummler Process Methodology can accomplish a 

number of activities (for example, process design, process improvement) for various levels of 

process. Table  6.4  shows a grid that summarizes the various applications of the RPM. Every 

application of RPM is a unique engagement in response to these key variables: 

  Process Scope (in general, the levels of process shown in the Value Creation Hierarchy):  

�   A sub - process  

�   A single process (primary or contributing)  

�   Multiple processes (primary or contributing)  

�   Value Creation System  

�   Business    

  Project Scope, including:  

�   Process defi nition and documentation  

�   Process Design  

�   Process Redesign/improvement:  

  �  Improved effectiveness and effi ciency of a process  

•

•

                                                                        RPM Project Walk - Through: 
Align, Analysis, Design          

C H A P T E R  S E V E N

c07.indd   141c07.indd   141 10/26/09   12:47:41 PM10/26/09   12:47:41 PM



142 White Space Revisited

�   Reduced operating cost of a process  

�   Merging two or more processes      

  Designing a Process Management System  

�   Various technology focused projects, which are discussed in Chapter  11       

 The combination of these variables determines which steps in RPM are included in a proj-

ect design and the degree of rigor of their execution. The results of these determinations are 

an Engagement Model — that is, the basic Project Framework applied to a unique set of proj-

ect variables results in a specifi c Engagement Model. 

 We now illustrate the adaptation of RPM to the following situation: 

  Process Scope: Single process  

  Project Objective: Process Improvement    

 In this chapter, we walk through the fi rst three phases: Align, Analysis, and Design. Chapter 

 Eight  describes the fi nal four phases: Commit, Build, Enable, and Adopt.    

•

•

•

 STERLING PUBLISHING 

  Situation 

 Sterling Publishing is a subsidiary of Corporate, Inc.; it designs, sells, and produces packaged training materials for 

the performance improvement industry. Figure  7.1  shows the Sterling Publishing organization chart.   

 On January 15, Janice Wilson, the Sterling Director of Finance, contacts the Corporate Performance Support 

Group, whose function is to provide performance improvement expertise and resources to Corporate ’ s many diverse 

subsidiaries. Wilson requests assistance in improving the Sterling Order Entry process. 

 Sara Harmon is the Performance Consultant assigned to follow up on the Sterling request. Sara has been with 

Corporate for fi ve years, but this is her fi rst assignment with Sterling. Sara is a certifi ed RPM Process Consultant, 

with several years’ experience at Corporate. As such, she understands: 

  The Rummler Process Methodology.  

  That organizations are adaptive and processing systems and that businesses are virtual Value Machines.  

  The value of the Value Creation Hierarchy for properly locating and defi ning processes.  

  That any process she might be asked to address is part of a business process architecture (or Value Creation 

Architecture), which represents the Value Dimension of the business. She also understands that she must work 

within this VCA, whether it has been formally documented or not.    

 This is the story of how Sara applied the RPM project structure to respond to the Sterling request for assistance. 

She follows the phases and sub - phases of the RPM as detailed in Table  6.3.  We describe activities as she accom-

plishes each major event within the sub - phases. During her work, she applies the Critical Success Factors we listed 

•

•

•

•
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in Chapter  Six . These ten practices are critical to the success of a process design/improvement project  and , by and 

large, unique to the Rummler Process Methodology. 

 The project fl ow is discussed on two levels. First, we walk through the sequence Sara followed, referencing each 

Critical Success Factor when and where relevant. Second, following the project walk - through, we discuss in detail 

the relevant Critical Success Factors.  

  Phase 1.0 Align 
 

     Phase      Sub - Phase   

     1.0 Align     1.1 Project Defi nition  

    1.2 Project Organization  

  January 15 

 Sara begins the Project Defi nition Sub - Phase of the RPM immediately. 

 Since this is Sara ’ s fi rst assignment within Sterling, she gathers some background information on the business after 

she returns the call of the Director of Finance. She checks Sterling ’ s history, products and markets, fi nancials and orga-

nization chart. She checks to see if the Corporate Performance Support Group has already developed a Business 

 Figure 7.1 Sterling Publishing Organization Chart 

ProductionMarketing Research and
Development

Administration

Division
President

Field
Operations

Finance Personnel
and IT

Region l
Sales

Technical
Support

District 2 District 3 District 4District 1

Sales Reps
(5)

Technical Support
(5)

Same as
Region l

Region ll
Sales
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Process Framework (BPF) for Sterling — but no such luck. She also tracks down several employees who 

had worked in Sterling Publishing for years before transferring to Corporate. From those people, she is 

able to get a lot of information and develop several insights about the history and operations of Sterling. 

 Sara mentally reviews what she knows about the process structure of any business, including 

Sterling. Sara understands that within the Value Creation Hierarchy, an Order Entry  “ process ”  is really a 

sub - process (Level 5 of the VCH) or front end of an Order Fulfi llment process or Order to Cash process 

(Level 4 of the VCH), which is in turn part of the Sterling Product Delivered Processing System (Level 3 

of the VCH). The VCH framework allows Sara to quickly put the Order Entry  “ process ”  in context. 

 Given the VCH context of the Order Entry sub - process, Sara realizes the performance require-

ments of the Order Entry sub - process will come from the performance requirements (customer driven 

and business driven) of the entire Order to Cash process. And to a considerable degree, the Order to 

Cash customer and business requirements are driven by the requirements placed on the Products 

Delivered Processing Sub - System. Improving the Order Entry sub - process alone will have very little 

impact on customer satisfaction if the remainder of the Order to Cash process remains unchanged. 

Further, the performance of the Order Entry sub - process is affected by  “ upstream ”  components of the 

VCH, characteristics of the products developed in  “ Launched ”  and order taking procedures currently 

practiced in  “ Sold. ”  Therefore, attempting to improve the performance of the Order Entry sub - process 

in isolation from the total Order to Cash process, and ignorant of the inputting requirements of 

 “ Launched ”  and  “ Sold, ”  is likely to be a waste of Sterling time and money. 

 Even though there is no Business Process Framework for Sterling, Sara begins to form a picture in 

her mind of the process structure of the Value Creation System of the company. (See Figure  7.2 .) 

Based on her experience with the RPM, Sara notes several things she needs to accomplish as part of 

Phase 1.0. The most critical are to: 

  Establish the business case for improving the process in question. She needs to determine a Critical 

Process Issue that can be linked to Critical Business Issue.  

  Expand the process scope beyond Order Entry, which is a sub - process within a single organiza-

tional function (Engineering) to the end - to - end Order to Cash process.      

 If the process scope can be expanded, it will be easier to establish and measure performance 

goals for the full Order to Cash process, which in turn can be linked to Critical Business Issue goals 

and measures. And even more important, this would avoid the wasted effort of improving the Order 

Entry sub - process when the poor performance of other downstream sub - processes in the Order to 

Cash process prevents the customer from experiencing any improvements. And Sara knows from past 

experience that working on a minor portion of a process and expecting big results only casts doubt on 

the value of process improvement work. 

 Finally, if Sara can get the process scope expanded, she will be able to defi ne the project as 

improving a  cross - functional process , requiring the involvement of key personnel and management 

from all functions that have signifi cant involvement in and impact on the Order to Cash process.  

  January 16 

 Sara speaks via phone with Sterling Finance Director Wilson. Based on their conversation, Sara 

concludes: 

•

•
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  There are data suggesting a signifi cant Critical Process Issue at the Order to Cash process level.  

  There is probably a critical mass of senior managers who think the Order to Cash process should be improved at 

this time.  

  She must engage Sterling management in Phase 1.0 of the RPM. If the objectives of Phase 1.0 cannot be met, 

then the effort can be aborted or restructured.    

     Phase      Sub - Phase   

     1.0 Align     1.1 Project Defi nition  

    1.2 Project Organization  

  January 21 

 Sara arrives at Sterling Headquarters to continue her data gathering and begin the Project Organization and Planning 

work. Per column 3 of the RPM overview in Table  6.3  Sara ’ s objectives for the Align Phase are 

  Agreement on the project objectives  

  Agreement on process scope — including any constraints  

  Assignment of and commitment to appropriate and adequate resources  

  Development of a plan with milestones and deliverables to allow for effective project management    

 Sara meets with Director Wilson and establishes a plan for completing the Align Phase. Next, Sara meets with 

executives and managers who are affected by the Order Entry and the Order to Cash process to validate the need to 

improve and gain agreement to the scope and approach. After Sara ’ s presentation on project objectives, scope, con-

straints, and other key objectives of this phase, the group agrees to proceed with the project. They also select an 

Executive Sponsor (VP of Administration), identify the Steering Team (VPs of Sales, Administration, and Production 

and Director of Finance) and agree to meet again in two days to review the fi nal project charter, plan, and budget.  

  January 22 

 Sara meets one on one for an hour with each Steering Team member in order to learn more about how the process 

operates and his or her views on the issues and barriers to improvement. 

 Sara assembles several visual models of the organization. One depicts the functions that participate in the Order 

to Cash process and their interactions, another shows all of the processes that touch the Order to Cash process. This 

is in essence a sub - set of the full Sterling Business Process Framework (BPF) that Sara hoped had been developed 

previously. She uses the same basic framework for this sub - set that she would use to organize the full BPF (that is, 

Management, Value Creation, and Contributing processes with Value Creation processes further categorized into 

“Launched,” “Sold,” and “Delivered”). 

 These models are the most effective way of describing and getting agreement about the context of the work and 

changes that will be in (or out) of scope. 

 Working with the Executive Sponsor (VP of Administration), Sara completes a project business case and defi ni-

tions document — a repository for all the important agreements and decisions that Sara knows are critical to make 

before beginning the project. She knows that getting this kind of alignment from the Steering Team and key players 

will dramatically increase her probability of success for this project. The agreements include the Critical Process and 

Business Issues, Project Goals, Project Scope (and what is out of scope), Project Constraints (on the solution and the 

•

•

•

•

•

•

•
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work/resources to get to the solution), Project roles, resources and support, and plan and budget. Pitfalls and suc-

cess factors for the Align Phase are presented in Table  7.1 .  

  January 23 

 The Sponsor brings Sara to a meeting with the Steering Team for several hours. The agenda is 

  Review and approve the project as described  

  Review and agree to the project plan and subsequent Steering Team meetings throughout the project  

  Identify Project Team members  

  Choose a Project Team Leader     

  Align Phase Summary 

 Phase deliverables: 

   1.   Approval of:  

  Project Rationale  

  Project Scope  

  Project Goals  

  Project Profi le  

  Project Constraints and Assumptions  

  Stakeholder Analysis and Plan  

  Project Roles  

  Project Support Requirements  

•

•

•

•

•

•

•

•

•

•

•

•

 Table 7.1 Align Phase Pitfalls/Success Factors Matrix 

     Potential Pitfalls/Risks During 

This Phase   

   What Sara Did to Mitigate 

Risks   

   RPM Critical Success Factors 

Addressed   

    Wrong process or project scope; 

scope has been predetermined  

  Sought evidence that larger scope 

(all of Order to Cash process 

instead of Order Entry sub - process) 

would have greater impact on 

results  

Looked for support of key execu-

tives for redesign of Order to Cash  

  2: Process scope  

3: Ownership and roles  

    Lack of a clear picture of existing 

processes (no defi ned BPF)  

  Created her own version of portion 

of BPF and validated with Project 

Sponsor  

  5: Visual modeling  

    Lack of clarity about the business 

issue or need for improvement  

  Developed a business case with 

critical business issue and critical 

process issue identifi ed  

  2: Critical business issue  
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  Project Plan  

  Phase 2 Resource Plan    

   2.   Business Case  

  Time: Three days (January 21 – 23)          

  Phase 2.0 Analysis 

 

     Phase      Sub - Phase   

     2.0 Analysis     2.1 Process Analysis  

    2.2  “ Should ”  Strategy Development  

  February 11 

 Sara arrives at Sterling Publication ’ s headquarters to begin the Analysis Phase (Phase 2) of her project. Per the RPM 

project framework (Table  6.3 ), Sara ’ s objectives for this phase are 

  Agreement by project participants and stakeholders on:  

�   Boundaries of the process or processes affected  

�   Extent of Process issues/opportunities ( “ Disconnects ” ) and effort required to improve process performance    

  Agreement on the specifi cations, assumptions, constraints, and development strategy for a successful  “ should ”  

design    

 Sara and the Executive Sponsor meet with the Project Team members for a half - day kick - off briefi ng. This event 

enables Sara to meet the Project Team Leader and engage him in development of a data - gathering plan. They decide 

that Brian Robeson, the Team Leader should schedule an interview with each Project Team member to learn about 

his or her role in the process as well as to gauge his or her level of enthusiasm and readiness for this project. 

 The next objective (Critical Success Factor 1) is to gather data on the  “ is ”  process (what it is and how it is perform-

ing); on  “ is ”  process management (what it is and how it is performing); and on  “ is ”  process technology support (what 

it is and how it is performing). 

 A major activity in this data gathering is to document the  “ is ”  process so that there will be something explicit and 

concrete to examine. The format shown in Figure  7.3  (Sterling  “ Is ”  Cross - Functional Process Map) is effective for 

accomplishing this objective. The functions or entities that participate in the process are shown on the left - hand, ver-

tical axis. The  “ customer ”  is at the top of this list, since they are the focus of the process. The functions that perform 

the process are listed next, usually in the order that they fi rst participate in the process. Thus, in the Order to Cash 

process, the customer is followed by the Sales sub - function of the Field Operations function. The Cross - Functional 

Process Map displays the major steps required to perform the process, shows which steps are performed by which 

functions, and makes the necessary  “ hand - offs ”  between functions clear.    

  February 12 – 14 

 During the next three days, Sara interviews Project Team members (and other identifi ed subject matter experts) to 

understand how their jobs and functions interact with the Order to Cash Process. She quizzes them on the  “ discon-

nects ”  in the process that negatively affect their effectiveness or effi ciency. 

•

•

•

•

•
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 Simultaneously, Sara and Brian begin to convert the descriptions of the process into a cross - functional map like 

that shown in Figure  7.3 . She also compiles a list of process   disconnects mentioned by Project Team members.  

  February 18 – 21 

 Once the interviews are done, Brian and Sara fi nalize the draft  “ is ”  map they have constructed. Their objective is not 

to have a perfect  “ is ”  map (which is impossible), but to have a map that is 70% – 80% complete. This will be enough to 

guide the Project Team through the process validation and disconnect identifi cation step, which is next. They also 

have mapped the current management process for Order to Cash in the form of an  “ is ”  management calendar. Brian 

develops and prints large wall charts of the  “ is ”  process maps. They are not unaware of high - tech substitutions for 

 “ Big Paper ”  such as projecting the map, but have rejected them in favor of the low - tech approach because it is diffi -

cult to validate a map while scrolling through the visible portion on the screen. Sara wants to add to and draw on the 

map to visually guide the conversation. Ultimately she and Brian want the team to feel ownership of the map (this 

should be their map, not hers), which is easier to achieve with a tangible artifact on the wall.  

  February 25 

 Brian and Sara arrive at the reserved conference room early and prepare for the two - day  “ is ”  session. The objectives 

for this session are 

  Validate the accuracy of the  “ is ”  map  

  Identify disconnects in the process (and other elements of the Effective Process Framework) that are causing the 

Critical Process Issue (that is, cycle time and product/service quality)  

  Group and prioritize the disconnects according to impact on the Critical Process Issue and therefore the Critical 

Business Issue    

 On the wall are some ground rules, including one that says  “ No Should Ideas. ”  When the project team arrives, 

Sara — backed by Brian –  – explains this rule. They know that the team members need to fully understand the  “ is ”  pro-

cess before they can begin to identify  “ should ”  solutions, or they will be at risk of creating a lot of workarounds or 

 “ balloon - squeezing ”  solutions that tend not to add up in the end. The team can talk  “ should ”  when they begin the 

Should Strategy Development Sub - Phase. 

 Project team members arrive and are amazed at the  “ is ”  map. This is the fi rst time they have seen it all together, its 

complexity, the number of hand - offs in the course of fi lling an order. Sara and Brian use a very disciplined approach 

to having the team validate the map. During the validation, they capture the disconnects and their impact on the CPI. 

Later they prioritize the disconnects according to impact on the CPI. 

 Brian is pleased with the progress for the day. The Project Team is exactly where they need to be: 

  They are all agreed that the Order to Cash process is seriously (even dangerously) broken and needs to be fi xed 

ASAP.  

  They all recognize that no function is exempt from having contributed to the ineffectiveness and ineffi ciency of the 

process. No  “ blame - game ”  going on.  

  They are all  “ pumped ”  about the opportunity to make a signifi cant difference that will benefi t Sterling and make 

their collective jobs easier.     

•

•

•

•

•

•
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  February 26 

 Brian and Sara manage the validation of the management process for Order to Cash in much the same manner as the 

 “ is ”  work process. They capture disconnects and underlying assumptions of the  “ is ”  management system. Key con-

clusions included: 

  Planning activities are siloed. There is very little cross - correlation of underlying plan assumptions used in the silos.  

  The primary goals of the functions are often at direct odds with one another (for example, speed versus risk, cost 

versus quality).  

  Few of the goals are connected to what the customer wants.  

  Corrective actions taken in one silo often have a negative impact downstream.    

 Reviewing the list of process and management system disconnects, the Project Team concluded the following 

about the impact of information technology on the process and management system: 

  There are multiple legacy systems that do not talk to or feed each other data, causing redundant data entry.  

  Information in one system that could be benefi cial to other departments is not accessible to those departments.  

  Data updates are often run in batch mode.  

  There is newer technology available that Sterling is not taking advantage of.    

 The Project Team summarized what they thought the major  “ change management ”  challenges were going to be 

as the project moved toward implementation. 

 

     Phase      Sub - Phase   

     2.0 Analysis     2.1 Process Analysis  

    2.2  “ Should ”  Strategy Development  

  February 27 

 With completion of the Process Analysis sub - phase, it was time to begin preparing for  “ should ”  design. The transition 

from  “ is ”  to  “ should ”  is traditionally very diffi cult. Many well - intended efforts can be derailed at this critical point. Some 

teams get stuck in endless analysis because they can ’ t make the transition. Others resort to  “ fi xing up ”  the  “ is ”  map. 

 The RPM methodology is systematic in its approach that both encourages breakthrough thinking and provides a 

discipline to follow. Brian and Sara have planned to achieve the following in the next two days: 

  Development of a set of specifi cations or blueprint for the  “ should ”  design  

  Finalization of process/project goals  

  Development of innovation ideas for the process  

  Development of  “ should ”  assumptions for the process  

  Development of the Macro Process: a high - level view of the new process    

•

•

•

•

•

•

•

•

•

•

•

•

•
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 The team reconvenes in the morning fairly excited because they know that today they are allowed to start talking 

about the  “ should ”  process. The old ground rule is gone. The  “ is ”  map and the fl ip chart pages of disconnects are still 

hanging in the room — but they have been moved to the side walls. 

 Brian opens the meeting, explaining that this process cannot achieve the desired performance goals simply by fi x-

ing the many disconnects that they found. The Project Team needs to consider breakthrough designs in order to meet 

the goal. To do that, the team rethinks the process from the highest level down. They start by rethinking it as a single 

box — create a set of  “ should ”  design  specifi cations. Together the team specifi es what the inputs, outputs, and char-

acteristics of the new process need to be, and they set standards and performance specifi cations. The team is 

 specifying the  process — creating a blueprint that can guide the design. Their work is shown in Figure  7.4 .   

 With specs completed, the Project Team next works on the  “ should ”  assumptions. They refer to the list of  “ is ”  

assumptions developed earlier in the week. They challenge each assumption to determine if it is true for the  “ should. ”  

They then record any new assumptions that will govern the  “ should ”  process. Sara knows that some of the greatest 

breakthrough designs can come as a result of challenging the old  “ is ”  assumptions and that this is an often - over-

looked step in many process improvement projects. (See Figure  7.5 .)   

               With these basics in hand, it is time to get creative. Sara explains the objective of the innovation brainstorming 

exercise. She tells them that if they only have one idea, it will be their best idea and their worst idea. Using a time -

  limited structured brainstorming technique, the team develops upward of thirty potential innovations for the process. 

They will refer to these as they begin the next levels of redesign. They end the day on this high note.  

  February 28 

 With all of the ideas generated and their blueprinting work, the team realizes that they can exceed the original project 

goal, so they go ahead and set a more aggressive goal, shaving additional cycle time off order fulfi llment. 

 Now Brian and Sara facilitate the Macro Process design. This is a repeat of the output, input, and characteristics 

specifi cations for each of the sub - processes. But Brian challenges them to not be satisfi ed with the way the process 

is currently  “ chunked ”  into sub - processes. For instance, for the order entry sub - process (which started this whole 

effort), he challenges the end point of  “ order entered ”  and asks what a better milestone would be — one that has value 

to the organization and customers. They realize that what they are really after is an actionable order that is available 

to everyone who needs to take action. So they redefi ne the fi rst sub - process accordingly. They continue until they 

arrive at the new macro process — with all inputs and outputs, critical dimensions, goals/standards, and characteris-

tics defi ned. (See Figure  7.6 .)   

 Already the team can see a very different process with very different performance emerging, even with only this 

level of detail. The team decides what artifacts and information they are going to share at the upcoming Steering 

Team meeting and dismiss for the week, very upbeat.  

 Figure 7.5  “ Is ”  Versus  “ Should ”  Assumptions 

      “ Is ”  Assumption      Valid for  “ Should ”       Not Valid for  “ Should ”        “ Should ”  Assumption   

    There will continue to be a market 

for paper - based products  

   ✕           

    30 days order - to - ship cycle time 

will satisfy most customers  

       ✕     Customer expectations for delivery 

cycle time will continue to decrease  

    Standard order size of 20 will 

meet most customer needs  

       ✕     Customers will want mix of product in 

their order  
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  March 4 

 The day of the Steering Team meeting, Brian and Sara come in early to make sure that all of the copies of the presen-

tation and artifacts are ready. They hang some of the wall charts (the  “ is ”  map and a large version of the macro pro-

cess) on the walls of the conference room. 

 As the Steering Team members arrive, they study the  “ is ”  map and ask what the numbers above some of the 

boxes are referring to. Brian explains that those numbers refer to the disconnects found in the process, some of 

which they will review in the meeting. One Steering team member remarks at the vast number of disconnects. 

 Once they get started, Brian kicks off with the following agenda: 

   1.   Review of  “ is ”  fi ndings  

   2.   Review the  “ should ”  specifi cations and design direction  

   3.   Review the Phase 3.0 project plan  

   4.   Gain Steering Team approval or address concerns    

 The meeting goes smoothly. Most of the presentation and discussion is led by the Project Team. Sara supports 

them when Steering Team members have questions about the approach or methodology.   The pitfalls and success 

factors of the Analysis Phase are presented in Table  7.2 .

  Analysis Phase Summary 

 Phase deliverables: 

   1.   Disconnect Analysis Findings  

   2.   Validated  “ Is ”  Work Process  

   3.   Validated  “ Is ”  Management System for the Work Process  

   4.    “ Should ”  Specifi cations  

 Table 7.2 Analysis Phase Pitfalls/Success Factors Matrix 

     Potential Pitfalls/Risks During 

This Phase      What Sara Did to Mitigate Risks   

   RPM Critical Success 

Factors Addressed   

    Lack of understanding of the  “ is ”  

process or current performance  

  Created a detailed  “ is ”  process map and walked the 

Design Team through the map  

Collected process performance data and disconnects 

during interviews and the Design Team  “ is ”  review meeting  

  1: Process design  

4:  “ Is ”  analysis discipline  

5: Visual modeling  

    Dwelling too long on mapping or  “ is ”  

analysis  

  Developed an aggressive project schedule and stuck to it  

Guided  “ is ”  analysis session with ground rules  

  3: Project management  

4:  “ Is ”  analysis discipline  

    Blaming each other for process 

disconnects  

  Managed a controlled discovery of disconnects and 

documented them with the Design Team  

  4:  “ Is ”  analysis discipline  

    Unable to advance from  “ is ”  analysis 

to  “ should ”  thinking  

  Provided structure and tools to guide the Design Team  

Had the Design Team challenge the project goals  

  6:  “ Is ”  to  “ should ”  strategy  

    Lack of support from management 

for the analysis or the next phase  

  Held a formal Steering Team meeting and engineered 

support  

  3: Project accountability  

    No clear direction after analysis    Provided a detailed plan for Phase 3 (Design) and gained 

Steering Team agreement for the plan  

  6:  “ Is ”  to  “ should ”  strategy  
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158 White Space Revisited

   5.    “ Should ”  Assumptions  

   6.    “ Should ”  Macro Design    

 Time: 23 days (February 11 – March 4)     

  Phase 3.0: Design 

 

     Phase      Sub - Phase   

     3.0 Design     3.1 Process Design and Testing  

    3.2 Process Management Design and Testing  

    3.3 Change Assessment and Planning  

  March 5 

 Following the successful Steering Team meeting, Brian and Sara get to work the next day on preparations for the 

Design Phase. The objectives for this phase are 

  Development of change requirements that defi ne the  “ should ”  design and supporting management system  

  An assessment of the organization ’ s readiness to accept the required changes  

  The identifi cation of an appropriate change strategy and development of a macro project and related budget    

 The plan is to hold fi ve weeks of  “ should ”  sessions that will last four days each. The bulk of the work will be done 

with the same Project Team that has been engaged in the project so far. However, Brian plans to augment the team 

during the  “ should ”  session that focuses on the design of the management system with some of the managers who 

currently manage portions of the process. But this management system work can ’ t begin until they have the basic 

 “ should ”  process design — the focus of the fi rst two weeks of  “ should ”  sessions. 

 Brian has arranged for the same conference room to be their exclusive work space for the next two months so 

that the team can leave all of their work in progress hanging on the walls and not spend time packing it up at the end 

of each session. This will also serve as the project  “ war room ”  — a place where other stakeholders can come and 

engage in reviews of the designs in progress in order to provide feedback and prepare for the changes that are 

coming.  

  March 10 – 13 

 Once the Project Team arrives, Brian reorients them to the  “ should ”  macro design, with all of its input specifi cations, 

output specifi cations, and characteristics they wanted to build into the process. He also reminds them of their inno-

vation ideas, which are hanging around the room, that they will consider as they design the process. Then Sara 

explains that they are going to continue designing in a top - down manner in sub - teams. The teams are eager to get 

started, but Sara has a few rules for them. She points to a fl ipchart that says,  “ First what, then how, and last who. ”  

She tells the team this is still a linear process fl ow — at this level of design they should only focus on what gets 

accomplished — not how or who. Those will come later. 

•

•

•
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 The team breaks into two sub - teams to begin the work. Brian and Sara fl oat back and forth between the two 

groups to keep them on track and following the  “ what only ”  rule. Then the two groups present their designs to one 

another. After some back and forth to clarify, the team settles on the front half of Group 1 ’ s design but prefers the 

back half of Group 2. 

 The teams continue in this manner during the rest of the day until all of the sub - processes have been addressed 

and the teams have a linear fl ow for the whole process. 

 The next morning, Brian explains that they will do one more level of linear design before moving to 

cross -  functional — fi nally addressing the  “ who. ”  For this level of design, the teams can begin to think about how each 

step of the process takes place, in addition to what gets accomplished. As the teams begin their work, Sara encour-

ages them to capture the details that they discuss and agree upon—otherwise they will need to recreate the conver-

sations later. Getting to the next level of design takes the team the rest of the day and into the next day until 

lunch time. 

 After lunch, Brian has put the linear map high up on the wall; below it is a long length of blank paper. Sara explains 

that they are going to now move the design to a cross - functional format. The teams will create the  “ swimlanes ”  as 

they determine who will perform each step of the process. They can add more detail to the process as they go. Sara 

goes to the fi rst step in the linear map and asks who will perform this step, who receives the input. The fi rst response 

is the Sales function. Sara suggests that rather than use the names of the current functions they instead use a 

descriptive role — names that describe the role being played (for example, Producer, Receiver, Advocate, and so on). 

So they settle on Customer Advocate as the performers in the fi rst swimlane. As they continue assigning steps to 

swimlanes, they also create a system swimlane, assigning to that swimlane all of the steps that they want performed 

in an automated way. They also add system accomplishments to that lane for any steps that a human performer and 

a system will accomplish together. Every time the team thinks it is time to hand off to another swimlane, Brian makes 

the following challenge:  “ Is there a way to avoid a hand - off here by having the other performer enable this fi rst per-

former to do that step themselves? ”  By considering this challenge, the team avoided a hand - off to the Finance 

Department. Instead they enabled the Customer Advocate role to perform the credit check itself with information pro-

vided by Finance. 

 Brian and Sara challenge anything they see that is counter to good process design principles, like: 

  Batch versus continuous fl ow  

  Serial process fl ow versus parallel  

  Unnecessary (non - value added) steps  

  Redundant (non - value added) steps  

  Bottleneck operation  

  Push versus pull    

 The team focuses on the design of the Order to Cash process for standard orders fi rst. Then they circle back and 

add a few alternative fl ows for custom orders. Before they declare themselves fi nished the next afternoon, Sara has 

them test the design by using the disconnect list that they generated during analysis. They determine that 60% of the 

disconnects have been eliminated completely. Sara assures them that they will continue to work the rest of the dis-

connects as a part of their work in next week ’ s session. The team is dismissed.  

•

•

•

•

•

•
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  March 17 – 20 

 The next week the team continues with  “ should ”  design by determining the detailed roles and responsibilities for the 

process (Figure  7.7 ). Sara has them identify which steps in the process have been radically changed or are new 

steps. Brian chooses several team members to draft a detailed document for those steps (Figure  7.8 ). By completing 

this work, the team will think through the task - level details, rules, roles, exceptions, triggers, performance support 

requirements, and (in the case of human performers) the Human Performance System (HPS) for the new or changed 

steps. The Design Details Document accomplishes the following: 

  Drives the design down to the performer level at which the change will be implemented  

  Considers the Human Performance System impact  

  Describes technology interfaces  

  Creates the detailed process documentation that is necessary to support implementation    

 Again, Sara asks the team to check the designs against the disconnects list. They determine that they have now 

addressed 70% of the disconnects.   

•

•

•

•

 Figure 7.7  “ Should ”  Role - Responsibility Matrix (excerpt) 

     Function   

 Process   

 Steps   

   Sales      Credit and 

Invoicing   

   System      Production Control   

    Order Received    Order reviewed and clarifi ed with 

customer.  

Orders not meeting minimum 

requirement addressed with 

customer  

            

    Credit Checked 

Via On - line 

Service  

  If  new  customer:  

Customer information submitted 

on - line to Credit Check service.  

Credit verifi cation received  

      Credit check service 

available through web 

portal  

    

    Credit Checked 

via Customer 

Database  

  If  existing  customer: 

 Look - up customer on database

  Check that credit status is OK  

  Customer credit 

data maintained in 

database  

  Credit status displayed      

    Order Entered 

and Submitted  

  Complete order template

  Order submitted  

      Order and status 

available  

Order queues updated  

  Order queue viewed  

    Order Processed                New Orders viewed

  Inventory verifi ed  

If fi llable from inven-

tory, pick ticket 

generated  
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 Figure 7.8  “ Should ”  Details Document 

     Process Name:     Sterling Publishing Order to Cash Process     Design Details Document ID:     AJA COP 41  

     Is to Should Change Summary Description   

     Is to Should 
Change 
Summary #:   

  #2  –  Credit Checks Real Time     Should Process Step #(s):     #4  –  Credit Checked 

Online  

#5  –  Credit Checked via 

the Sterling Customer 

Database  

     Is      Should      Benefi ts (if available)   

     Disconnects:    
•    Credit checks performed on every order, even 

for existing customers, causing bottlenecks  

•    Credit checks are performed days after the 

order has been taken from the customer  

    Description:    
   •   Finance Credit and Invoicing Associates  

check credit with credit bureau for all orders, 

regardless of customer ’ s history with Sterling     

   Description:    
•     Sales Reps  check credit of existing 

customers using the Sterling data-

base prior to submitting order  

•     Sales Reps  check credit on-line 

with credit bureau for new custom-

ers only  

•     Sales Reps  involve  Credit and 

Invoicing  for problems they can ’ t 

solve or to release credit  “ hold ”      

•       Time  –  Reduction in cycle time to 

process orders  

•    Cost  –  Reduction of labor in 

Finance Credit and Invoicing  

•    Time / Cost  –  Sales Reps have 

the leverage to resolve credit 

issues on the spot and can do it 

faster.     

     Step Action(s):   

        New Step(s) /  #      X     Modifi ed Step(s) /  #4         Unchanged Step(s) /  #   

     For Modifi ed Step(s)  –  check all that apply:   

    

    

 2. Project Information

     Project(s):     Customer Focus  

     Project Team 
Leader   

  B. Robeson       BPF Process Name and 
Number   

  Order to Cash  

VCD - 11  

 3. Should Description

     Should Step / Group of 
Steps Objective:   

  Minimize the outstanding Accounts Receivable with minimal negative impact on order fulfi ll-

ment cycle time.  

     Should Step / Group of Steps — Critical Dimensions and Goals:   

     Should Step / Group of 
Steps ’  Output:   

   Critical Dimensions:      Goals:      Receiving Step(s) and 
Performer:   

    Credit approval or 

rejection  

  Volume    100% of customers are checked on 

line or via database  

  Sales Rep  

        Quality    100% complete  

100% accurate  

    

        Time    100% checked daily, before orders 

are entered  

    

     Should Steps Trigger:      •   Sales Rep receives an order or is completing an order     

     Should Step(s) Input:      •   Completed order form  

  • Order information     

   Source Step(s) and Performer:    •  From Customers  

     X     Input    Output     X     Procedure  

     X     Technology     X     Role    Other:  
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162 White Space Revisited

  Main Flow of Activities Events in Should            

     Sub - Steps Involving Both Human and / or System Performers:   

     Sub - Step:      Who:      What:      Business Rules / Policies:   

    #4    Sales Reps    1. Log into Quasar Credit Bureau    Read - only access  

            2.  Enter customer data  –  EIN, name, address, 

phone  

    

            3. Submit credit request      

        System    4.  Verifi es completeness of customer data; 

highlights any errors or omissions  

    

            5. Returns credit score      

        Sales Reps    6. Monitor credit software      

            7.  Receive, reviews credit score and records 

score, approval / rejection on order form.  

  If Sales Reps choose to skip credit check, they 

risk termination if a customer doesn ’ t pay.  

            8. Log off system      

    #5    Sales Reps    1. Log into Finance Customer Credit database    Read - only access  

            2.  Enter customer data — Sterling customer 

number, name, address, phone  

    

        System    3.  Verifi es completeness of customer data; 

highlights any errors or omissions  

    

            4.  Returns credit approval or rejection; if rejec-

tion, includes reason why  

    

        Sales Reps    5.  Receive, review credit score and record 

score, approval / rejection on order form.  

  Rejection data is confi dential; to be used with 

customer to solve issues so the order can pro-

ceed without fi nancial exposure to Sterling  

            6. Log off system      

  Additional Should Elements        

     Defi nitions/ 
Glossary:   

•      New customers ’  approval  �  credit score of 700 or better  

•    Current / former customers ’  approval  �  no outstanding payments of 60 days or more; no credit hold indica-

tors from Finance     

     Process 
Assumptions:   

•      Quasar ’ s modifi cations for our needs will be completed by 4/15  

•   Sales Reps:  

�   Have software connecting them to Quasar and to Finance ’ s Customer Credit database  

  � Are completing an order on laptop at customer location  

  � Are completing an order with a customer via phone on laptop at home offi ce or Sales offi ce  

  � Are reviewing a completed order received from a customer in home offi ce or Sales offi ce on desktop computer    

•    There is no  “ fail - safe ”  system for customer credit checks. Sales Reps have to consciously check that they 

did the credit check step or not; are essentially  “ signing ”  that they did it.     

     Security/
Access 
Requirements:   

•       Sales Reps need a (Quasar) code to access Quasar ’ s system and STERLING PUBLISHING code to access 

Finance ’  Customer Credit database.     

     Exceptions/ 
Alternate 
Flows:   

•      Sales Reps will check credit via Quasar for every international customer order.     

 Figure 7.8 (Continued) 
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     Process Inter - 
dependencies   :

   •    The success of the Sales Reps checking credit is contingent on the commission change being implemented. 

(In Should, Sales Reps will be commissioned upon payment by the customer instead of when the order is 

entered.)  

•    With rejected credit, Sales Reps are to attempt to solve the problem with the customer. Only Credit 

Department can authorize the release of an order if Quasar or Customer Credit Check database signaled 

rejection.     

     Alternative Process Options Considered:      Reasons Options Not Chosen as a Solution:   

    Considered having Credit and Invoicing handle credit 

checks with automated systems.  

•       Still creates time delays for all orders and signifi cant  “ back and forth ”  

exchanges between Credit and Invoicing and Sales Reps if there are 

issues.  

•    Sales Reps are there or talking on phone with the customer and can 

handle issues instantly.  

•    Keeps Sales Reps closer to the customer     .

  Performance Considerations          

     Step/Group of Steps ’  Consequences:   

   Positive Consequences:      Negative Consequences:   

     Desired Should Performance:   
    Check customer ’ s credit  

•       Sales Reps have greater control 

over the process  

•    Faster identifi cation / solution of 

credit issues means fewer delays 

in commissions     

•       Checking credit takes a little time  

•    Potential perception by Sales Reps that this is 

 “ admin ”  work     

     Undesired Performance:   
Not checking customers ’  credit  

•      Finish a sale faster     •       Order form indicates that credit status hasn ’ t been 

entered  

•    Sales Reps don ’ t receive commission or commis-

sion is delayed  

•    Skipping credit check can result in termination if a 

non - checked customer doesn ’ t pay     

  4. Document Information and Revision History              

     File Name:     DDD201.3 Order Processing Reductions  

     Original Author(s):     P. Cunningham                           Date:           3/15  

     Current Revision 
Author(s):   

  P. Cunningham  

     Document History Log   :

     Rev #:      Date:      Revision Reason:      Author:      Signature:   

    1    3/20    Update policies    P. Cunningham      

 Figure 7.8 (Continued) 
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164 White Space Revisited

 Late in the week, Brian brought in some subject matter experts who work in a portion of the process, manage a 

portion of the process, or receive outputs from the process. The Project Team performed a conference room test of 

the process by walking the SMEs through the process, using all of the documentation they had created thus far. 

They answered questions and recorded any concerns the SMEs had about the new design. The Project Team 

then took the information and added clarifying detail to the process or made other changes to address the concerns 

of the SMEs. 

 

     Phase      Sub - Phase   

     3.0 Design     3.1 Process Design and Testing  

    3.2 Process Management Design and Testing  

    3.3 Change Assessment and Planning  

  March 24 – 27 

 Finally it was time to work on the redesign of the Management System for the Order to Cash process. Several manag-

ers from the functions that participate in the process join the project team for the week. So the better part of the fi rst 

day is spent getting the new team members up to speed on the new process design. The Project Team must accom-

plish the following this week: 

  Determine the important variables that need to be managed for this process  

  Determine the management roles needed for managing and planning  

  Design the  “ should ”  management calendar (that is, the timing and sequencing of management activities across 

the roles)  

  Develop the fi rst draft of the management trackers (that is, the data sets and displays that the managers will use to 

monitor process performance)    

 The next day, they begin with the  “ should ”  macro process that hangs on the wall. Using the input, output, and 

sub - process information from this artifact, they construct a measures chain. Working backward from the end - of -

  process outputs and associated customer and company requirements, the team identifi es the sub - process outputs 

and variables that affect the results they need. They determine the relevant critical dimensions and a good measure 

or set of measures that will provide insight into the performance of the process. By working in this manner, they cre-

ate a troubleshooting logic and a set of leading indicators. (See Figure  7.9 .) The invited managers use their organiza-

tional knowledge, and Sara uses her background in performance measurement and management to help the team 

avoid  “ bad ”  metrics. Sara coaches them to be sure that the measures are specifi c, measurable, relevant to the per-

former, time based, and achievable.   

 With the measures chain completed, the next task is to identify the management roles for the process: For 

each identifi ed management position, the team determines what value the role adds to the process. Then, for each 

role, they identify the assigned tasks for planning, monitoring, and taking corrective action. They assign the measures 

developed from the measures chain to the management positions — who is looking at what measures. (See 

Figure  7.10 .)   

•

•

•

•

c07.indd   164c07.indd   164 10/26/09   12:47:52 PM10/26/09   12:47:52 PM



 F
ig

u
re

 7
.9

  “
 S

h
o

u
ld

 ”  
M

ea
su

re
s 

C
h

ai
n

 

     In
p

ut
 M

et
ri

cs
   

   S
ub

 - P
ro

ce
ss

 
M

et
ri

cs
    

O
rd

e
r 

T
a
k
e
n

   

   S
ub

 - P
ro

ce
ss

 
M

et
ri

cs
    O

rd
e
r 

P
ro

c
e
s
s
e
d

 

a
n

d
 I

n
v
o

ic
e
d

   

   S
ub

 - P
ro

ce
ss

 
M

et
ri

cs
    

M
a
te

ri
a
ls

 P
ri

n
te

d
   

   S
ub

 - P
ro

ce
ss

 M
et

ri
cs

    

O
rd

e
r 

S
h

ip
p

e
d

, 

P
a
y
m

e
n

t 
R

e
c
e
iv

e
d

   

   In
te

rn
al

 
E

nd
 o

f 
P

ro
ce

ss
 

M
et

ri
cs

   

   E
xt

er
na

l 
E

nd
 o

f 
P

ro
ce

ss
 

M
et

ri
cs

   

   R
el

at
ed

 
E

nt
er

p
ri

se
 

M
et

ri
cs

   

     In
p

ut
s   

   S
ub

 - P
ro

ce
ss

 
O

ut
p

ut
s   

   S
ub

 - P
ro

ce
ss

 
O

ut
p

ut
s   

   S
ub

 - P
ro

ce
ss

 
O

ut
p

ut
s   

   S
ub

 - P
ro

ce
ss

 O
ut

p
ut

s   
   P

ro
ce

ss
 O

ut
p

ut
s   

    

    S
ta

n
d

a
rd

 O
rd

e
r  

C
u
s
to

m
 O

rd
e
r  

S
a
le

s
 F

o
re

c
a
s
t  

  A
c
ti
o

n
a
b

le
 

O
rd

e
r  

  P
ic

k
 O

rd
e
r

  P
ri
n
t 

O
rd

e
r

  In
v
o

ic
e
 R

e
a
d

y
 

fo
r 

P
ri
n
t/

S
e
n
d

  

  S
ta

n
d

a
rd

 M
a
te

ri
a
ls

 

M
o

d
u
le

s
 a

v
a
ila

b
le

 i
n
 

In
v
e
n
to

ry
  

C
u
s
to

m
 M

a
te

ri
a
ls

 

M
o

d
u
le

s
  

  C
u
s
to

m
e
r 

M
a
te

ri
a
ls

  

In
v
o

ic
e
  

P
a
y
m

e
n
t  

  C
u
s
to

m
e
r 

M
a
te

ri
a
ls

  

In
v
o

ic
e
  

P
a
y
m

e
n
t  

    

     T
im

el
in

es
s 

M
et

ri
cs

   
    

    S
a
le

 F
o

re
c
a
s
t 

A
c
c
u
ra

c
y

  C
u
s
to

m
e
r 

o
rd

e
r 

c
o

m
p

lia
n
t 

w
it
h
 

 c
u
s
to

m
iz

a
ti
o

n
 

s
ta

n
d

a
rd

s
  

    
  C

y
c
le

 t
im

e
 

o
rd

e
r 

p
ro

c
e
s
s
e
d

  

  C
y
c
le

 t
im

e
 p

ri
n
t —

 S
ta

n
d

a
rd

 M
o

d
u
le

s
  

C
y
c
le

 t
im

e
 p

ri
n
t —

 S
ta

n
d

a
rd

 M
o

d
u
le

s
  

%
 fi
 l
le

d
 f

ro
m

 

in
v
e
n
to

ry
  

  C
y
c
le

 t
im

e
 a

s
s
e
m

b
ly

 t
o

 

s
h
ip

 (
b

y
 c

u
s
to

m
/s

ta
n
d

a
rd

)  

B
a
c
k
lo

g
  

L
a
te

 P
a
y
m

e
n
ts

  

  C
y
c
le

 t
im

e
 

o
rd

e
r 

to
 s

h
ip

  

  L
a
te

 O
rd

e
rs

 (
b

y
 

C
u
s
to

m
/ 

S
ta

n
d

a
rd

)  

  C
u
s
to

m
e
r 

s
a
ti
s
fa

c
ti
o

n

  M
a
rk

e
t 

s
h
a
re

  C
o

s
t 

o
f 

G
o

o
d

s
 

S
o

ld
  

     Q
ua

lit
y 

M
et

ri
cs

   
    

    O
rd

e
r 

m
a
tc

h
e
s
 

c
u
s
to

m
e
r 

n
e
e
d

  

  O
rd

e
r 

e
n
tr

y
 

e
rr

o
rs

  

  P
ic

k
/P

ri
n
t 

o
rd

e
r 

e
rr

o
rs

  

In
v
o

ic
e
 e

rr
o

rs
  

  P
ri
n
t 

e
rr

o
rs

  
  A

s
s
e
m

b
ly

 e
rr

o
rs

  S
h
ip

 e
rr

o
rs

  

  R
e
w

o
rk

 b
y
 

re
a
s
o

n
  

  In
c
o

rr
e
c
t 

o
rd

e
rs

 

s
h
ip

p
e
d

  E
rr

o
rs

 b
y
 t

y
p

e
  

In
v
o

ic
e
 e

rr
o

rs
  

  C
u
s
to

m
e
r 

s
a
ti
s
fa

c
ti
o

n
  

M
a
rk

e
t 

s
h
a
re

  

     E
co

no
m

ic
 M

et
ri

cs
   

    

      
    

  H
a
n
d

lin
g

 

c
o

s
t/

u
n
it
  

  U
n
it
s
 p

ri
n
te

d
  

P
ri
n
t 

c
o

s
t/

u
n
it
  

In
v
e
n
to

ry
  

  A
s
s
e
m

b
ly

 c
o

s
t/

u
n
it
  

S
h
ip

 c
o

s
t/

u
n
it
  

  #
 u

n
it
s
 s

h
ip

  

#
 o

rd
e
rs

 s
h
ip

  

C
o

s
t 

p
e
r 

u
n
it
  

    
  R

e
v
e
n
u
e
  

C
o

s
t 

o
f 

G
o

o
d

s
 

S
o

ld
  

c07.indd   165c07.indd   165 10/26/09   12:47:52 PM10/26/09   12:47:52 PM



 F
ig

u
re

 7
.1

0
  “

 S
h

o
u

ld
 ”  

M
an

ag
e

m
e

n
t 

D
o

m
ai

n
 M

at
ri

x 
(e

xc
e

rp
t)

 

     P
o

s
it

io
n

   
   M

is
s
io

n
/V

a
lu

e
 A

d
d

   

   P
e
rf

o
rm

a
n

c
e
 

P
la

n
n

e
d

   
   P

e
rf

o
rm

a
n

c
e
 M

o
n

it
o

re
d

   
   L

o
o

k
in

g
 f

o
r  

. 
. 

.    
   C

o
rr

e
c

ti
v
e

 A
c

ti
o

n
s
   

     V
P

 
P

ro
d

uc
ti

o
n   

  B
u
ild

/M
a
in

ta
in

 c
a
p

a
c
it
y
 

a
n
d

 f
u
n
c
ti
o

n
a
l 
e
x
c
e
lle

n
c
e
 

in
 p

ro
d

u
c
ti
o

n
, 
a
s
s
e
m

b
ly

 

a
n
d

 s
h
ip

p
in

g
  

A
c
c
o

u
n
ta

b
le

 f
o

r 
P

ro
d

u
c
t 

D
e
liv

e
re

d
 p

e
rf

o
rm

a
n
c
e
 

a
s
 a

 m
e
m

b
e
r 

o
f 

th
e
 

P
ro

c
e
s
s
 M

g
m

t 
T
e
a
m

  

A
c
c
o

u
n
ta

b
le

 f
o

r 
P

ro
d

u
c
t 

A
v
a
ila

b
le

 p
e
rf

o
rm

a
n
c
e
 a

s
 

a
 m

e
m

b
e
r 

o
f 

th
e
 P

ro
c
e
s
s
 

M
g

m
t 

T
e
a
m

  M
a
n
a
g

e
 d

e
v
e
lo

p
m

e
n
t 

p
la

n
 m

ile
s
to

n
e
s
 o

f 
th

e
 

P
ro

d
u
c
ti
o

n
 M

a
n
a
g

e
m

e
n
t 

T
e
a
m

 m
e
m

b
e
rs

  

  P
ro

d
u
c
ti
o

n
 o

p
e
ra

ti
n
g

 

p
la

n
 a

n
d

 e
x
p

e
n
s
e
 

b
u
d

g
e
t  

P
ro

d
u
c
t 

D
e
liv

e
re

d
 

(i
n
c
lu

d
in

g
 C

u
s
to

m
e
r 

O
rd

e
r)

 P
ro

c
e
s
s
 

Im
p

ro
v
e
m

e
n
t 

P
la

n
 (
a
s
 

a
 m

e
m

b
e
r 

o
f 

th
e
 

P
ro

c
e
s
s
 M

g
m

t 
T
e
a
m

)  

D
e
v
e
lo

p
m

e
n
t 

p
la

n
s
 f

o
r 

p
ro

d
u
c
ti
o

n
 m

g
m

t 
s
ta

ff
  

  P
ro

d
u
c
t 

D
e
liv

e
re

d
 a

n
d

 

C
u
s
to

m
e
r 

O
rd

e
r 

P
ro

c
e
s
s
 

p
e
rf

o
rm

a
n
c
e
 P

la
n
 t

o
 A

c
tu

a
l  

P
ro

d
u
c
t 

A
v
a
ila

b
le

 

P
ro

c
e
s
s
 p

e
rf

o
rm

a
n
c
e
 P

la
n
 t

o
 

A
c
tu

a
l  

D
e
v
e
lo

p
m

e
n
t 

P
ro

je
c
ts

 p
la

n
 t

o
 

a
c
tu

a
l 
(m

ile
s
to

n
e
s
 a

n
d

 b
u
d

g
e
t)

 

 P
ro

d
u
c
ti
o

n
 F

u
n
c
ti
o

n
 

p
e
rf

o
rm

a
n
c
e
 p

la
n
 t

o
 a

c
tu

a
l 

(P
ro

d
u
c
ti
o

n
 C

o
n
tr

o
l,
 P

ri
n
ti
n
g

, 

A
s
s
e
m

b
ly

 a
n
d

 S
h
ip

p
in

g
)  

Im
p

ro
v
e
m

e
n
t 

p
ro

je
c
ts

 p
la

n
 t

o
 

a
c
tu

a
l 

 R
e
le

v
a
n
t 

S
u
p

e
r-

s
y
s
te

m
 t

re
n
d

s
  

  T
re

n
d

s
 a

c
ro

s
s
 j
o

b
s
/o

rd
e
rs

 

th
a
t 

in
d

ic
a
te

 t
h
a
t 

th
e
 P

ro
d

u
c
t 

D
e
liv

e
re

d
 p

ro
c
e
s
s
 i
s
 n

o
t 

c
a
p

a
b

le
 o

f 
m

e
e
ti
n
g

 g
o

a
ls

 

(C
u
s
to

m
e
r 

M
a
te

ri
a
ls

 O
rd

e
rs

 

a
n
d

 T
ra

in
in

g
 D

e
liv

e
ry

 t
re

n
d

s
)  

T
re

n
d

s
 a

c
ro

s
s
 d

e
v
e
lo

p
m

e
n
t 

p
ro

je
c
ts

 —
 In

d
ic

a
ti
o

n
s
 t

h
a
t 

th
e
 

 “ i
s
 ”  

p
ro

c
e
s
s
 i
s
 n

o
t 

c
a
p

a
b

le
 o

f 

m
e
e
ti
n
g

 t
h
e
 g

o
a
ls

  F
u
n
c
ti
o

n
 e

x
e
c
u
ti
o

n
 i
s
s
u
e
s
, 

re
s
o

u
rc

e
 i
s
s
u
e
s
, 
H

P
S

 i
s
s
u
e
s
  

O
rd

e
rs

/J
o

b
s
 i
n
 j
e
o

p
a
rd

y
 d

u
e
 

to
 p

ro
d

u
c
ti
o

n
 i
s
s
u
e
s
  

  R
e
a
llo

c
a
te

/c
h
a
n
g

e
 r

e
s
o

u
rc

e
s
 

a
c
ro

s
s
 j
o

b
s
, 
fu

n
c
ti
o

n
a
l 
a
re

a
s
  

In
it
ia

te
 p

ro
c
e
s
s
 i
m

p
ro

v
e
m

e
n
ts

  In
it
ia

te
 f

u
n
c
ti
o

n
 i
m

p
ro

v
e
m

e
n
ts

 

 A
c
c
e
le

ra
te

 s
ta

ff
 d

e
v
e
lo

p
m

e
n
t  

S
ta

ff
 c

h
a
n
g

e
s

  H
P

S
 c

h
a
n
g

e
s
/i
m

p
ro

v
e
m

e
n
ts

  

     P
ro

d
uc

ti
o

n 
C

o
nt

ro
lle

r   
  E

n
s
u
re

 t
h
e
 p

ro
m

p
t 

s
c
h
e
d

u
lin

g
 

o
f 

a
ll 

jo
b

s
/o

rd
e
rs

  

O
p

ti
m

iz
e
 s

c
h
e
d

u
le

/

p
e
rf

o
rm

a
n
c
e
 a

c
ro

s
s
 a

ll 

jo
b

s
/o

rd
e
rs

  E
n
s
u
re

 t
h
a
t 

jo
b

s
 a

re
 o

n
 

tr
a
c
k
 —

 id
e
n
ti
fy

 

ro
a
d

b
lo

c
k
s
  

  P
ro

d
u
c
ti
o

n
 S

c
h
e
d

u
le

  
  J
o

b
s
 i
n
 P

ro
c
e
s
s

  #
 U

n
it
s
 s

h
ip

p
e
d

 

 %
 U

n
it
s
 s

h
ip

p
e
d

 o
n
 t

im
e

  %
 U

n
it
s
 p

ri
n
te

d
 o

n
 t

im
e

  %
 U

n
it
s
 a

s
s
e
m

b
le

d
 o

n
 t

im
e
 

 R
e
w

o
rk

  In
v
e
n
to

ry

  In
v
e
n
to

ry
 t

re
n
d

s

  C
y
c
le

 t
im

e
 f

o
r 

p
ri
n
ti
n
g

, 

a
s
s
e
m

b
ly

, 
a
n
d

 s
h
ip

p
in

g
  

  T
re

n
d

s
 a

c
ro

s
s
 j
o

b
s
 t

h
a
t 

in
d

ic
a
te

 t
h
e
 n

e
e
d

 t
o

 a
d

ju
s
t 

s
c
h
e
d

u
le

 o
r 

a
d

ju
s
t 

s
c
h
e
d

u
lin

g
 

m
o

d
e
l 

 T
re

n
d

s
 a

c
ro

s
s
 o

rd
e
rs

 t
h
a
t 

in
d

ic
a
te

 t
h
e
 n

e
e
d

 t
o

 a
d

ju
s
t 

in
v
e
n
to

ry
 o

r 
in

v
e
n
to

ry
 m

o
d

e
l  

  A
d

ju
s
t 

s
c
h
e
d

u
le

  

A
d

ju
s
t 

s
c
h
e
d

u
lin

g
 m

o
d

e
l  

A
d

ju
s
t 

in
v
e
n
to

ry
 

 A
d

ju
s
t 

in
v
e
n
to

ry
 m

o
d

e
l  

c07.indd   166c07.indd   166 10/26/09   12:47:53 PM10/26/09   12:47:53 PM



RPM Project Walk-Through 167

 In the afternoon, Brian divides the team into two groups. Half of the team works on completing the management 

calendar. Sara reminds this team to remember to follow the planning sequence: 

   1.   Organization  

   2.   Process    

  then  

  3. Function  

  4. Job    

 She also brings out the  “ is ”  management calendar as reference for the management meetings that already take 

place. Brian encourages the team to utilize existing management forums and meetings wherever possible and simply 

change participation and agendas to better serve the process. He and Sara know that the better integrated these are 

into the existing management system, the higher the likelihood of success. 

 The other half of the team works on the details of the management trackers (Figure  7.11 a and b). The 

managers who have been working with the Project Team are enthusiastic about the new data they will have to  manage 

with in the future, but they have some doubts about the willingness of upper management to change their 

expectations to match this new process management view. Sara assures them that this will be addressed with the 

Steering Team.    

  March 31 – April 3 

 The following week is a fl urry of activity aimed mostly at packaging up the design in order to communicate it effec-

tively to the Steering Team and then to the Implementation Teams that will carry the change forward. 

 The Project Team identifi es all the process changes and for each change develops the following information: 

  Summary description of the change  

  Benefi ts: all dimensions of benefi t of the change  

  Expected results: quantifi ed results (minimum, best guess, and maximum)  

  Expected costs: (minimum, best guess, and maximum) (Some team members are assigned to get supporting data 

from IT and others)  

  Risks: What could go wrong, likelihood, and signals  

  Disconnects/Issues addressed: which disconnects this change addresses  

  Stakeholders affected: who is affected by the change  

  Key milestones for Implementation    

 (See Figure  7.12 .)   

•

•

•

•

•

•

•

•
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170 White Space Revisited

 STERLING PUBLISHING Order to Cash Process 

 Requirement Number 10 

•   Summary description:     

 Revise the incentive compensation system for Sales Representatives to pay commission when the order is shipped rather than 

when it is submitted.    

•    Benefi ts:        

•    Holds Sales Rep accountable for providing complete and accurate information, so that the order can be processed quickly and 

without error.  

•   Reduces cycle time by avoiding order clarifi cation steps  

•   Avoids commission on cancelled orders and orders stopped for credit issues       

•    Expected results:  

         Min.      Best Estimate      Max.   

    Time saved:   

    ❑    Faster to customer     

  3 days    6 days    10 days  

        ❑      On - time delivery (customer satisfaction)       95%    98%    100%  

           ❑  Invoiced sooner (10% of sales)        $ 70,000 / mo.     $ 78,000 / mo.     $ 83,000 / mo.  

•   Expected costs: 

         Min.      Best Estimate      Max.   

         ❑    Design new system        $ 3,000     $ 5,000     $ 7,000  

         ❑     Implement new system (0.5 hour briefi ng per Sales Rep)        $ 1,300     $ 1,500     $ 2,000  

  5. Risks:            

     What Could Go Wrong?      Likelihood      Effect      Signal   

    Sales Reps resist and form 

union  

  Medium in view of recent off -

 site organizing meeting  

  Reduced fl exibility; higher 

costs  

  Second organizing 

meeting  

    Sales Reps resist and quit    Low; We pay well and the econ-

omy is slow  

  Increased costs to hire and 

train new Reps  

  Turnover rate  

  6. Disconnects/issues addressed:      

 Disconnect #7: Orders from Sales Reps are incomplete and inaccurate and must be clarifi ed with the customer by Order Entry, 

causing further delays and increasing costs. 

 Disconnect #9: Sales Reps receive commission at the time of order, even though the order may never ship (cancelled by customer, 

stopped for credit). Commissions are paid for non - revenue orders and Sales Reps are not held accountable for the quality of the orders   

  7. Stakeholders affected:        

     Stakeholder      Impact   

    Sales Rep    Must provide complete/accurate order data. Commission delayed and paid only on 

 completed orders.  

    Customer    Will receive order faster.  

    Finance    Will pay commission when they receive order shipped notice  .

  8.   Key milestones for Implementation:      

•   Communicate new commission plan to Sales Reps  

•   Complete system changes that will send shipped notifi cation to Finance  

•   Change Finance Accounting system to meet new requirements  

•   Cut Over to new plan  

•   Monitor for compliance      

 Figure 7.12  “ Should ”  Change Requirements Document 
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RPM Project Walk-Through 171

 Figure 7.13  “ Should ”  Enablers Chart 

     Change      Desired Characteristics   

   Related 

Design Details 

Documents   

   Human 

Performance 

System —

 Status and 

Impact   

   Technology 

Performance 

System —

 Status and 

Impact   

   Estimated

    Cost/Time to 

Implement   

    Electronic On -

 Line Submission  

System (includes 

Triage Rules  

Engine)  

  Can receive submissions from a 

variety of sources (e.g., Sales 

Reps, Customers, Field Offi ces)  

Extensive business rules 

validate completeness of 

submissions

    

  2.2.1  Process 

Receipt of RFP   

2.2.2  Order 

Change Request   

  No precedent 

for accepting 

orders from 

anyone other 

than company 

Sales Reps  

Requires a 

signifi cant 

change in role 

understanding 

and review of 

incentive system 

design  

  Technology 

does not exist in 

the organization 

today, but does 

exist in market 

and is a mature 

technology  

Requires 

creation of new 

Service Module  

Requires 

additional 

infrastructure  

  6 – 9 mos

   $  $  $   

Order Routing   

System  

  Connects to workfl ow software  

Receives input from Submission 

System 

 Database records all proposal 

activity with appropriate 

retention

  Include interface to production 

scheduling and inventory 

systems  

  2.2.3  Proposal 

Routing   

  No implications    Currently in 

development 

but will need 

enhancement  

  6 weeks to code 

enhancements

   $   

 Once the descriptions are completed, the team reviews the sets of changes against the following: 

  Should specifi cations: Have all the specifi cations been met?  

  Disconnects: Have all the disconnects been addressed?  

  Effective Process Framework: Have they addressed all of the components of process effectiveness?  

  Project goals: Will the  “ should ”  design meet the project goals?    

 The fi nal task of the week is to create a  “ should ”  design enablers worksheet (Figure  7.13 ) by reviewing the System 

swimlane on the  “ should ”  process map. For each technology change they identify, they describe the change and 

characteristics and then determine: 

   1.   Current status of each item  

  New, does not exist  

  In development  

•

•

•

•

•

•
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172 White Space Revisited

  In development but requires enhancement  

  Exists today    

   2.   Requirements for each technology item derived from Design Details Documents and Measures/Trackers 

documentation  

   3.   Specifi c design documents related to each item      

 The worksheet is a summary of all of the technology requirements for the process and management system. The 

Project Team then turns to the human performer swimlanes on the map. They look for new positions or departments, 

new required skill sets for existing performers, structure changes, compensation impacts, capacity changes, and 

other impacts. Those are documented on the worksheet along with status, requirements, and related 

documentation. 

 

     Phase      Sub - Phase   

     3.0 Design     3.1 Process Design and Testing  

    3.2 Process Management Design and Testing  

    3.3 Change Assessment and Planning  

  April 7 – 10 

 This will be the fi nal week of  “ should ”  sessions. Sara opens the session with a declaration that the design is complete 

and packaged. She explains to the Project Team that their attention now turns to implementation of the design. They 

need to assess the readiness of the various parts of the organization to make the required changes for the  “ should ”  

design and understand the complexity of putting the changes in place. With that understanding, they can recom-

mend an appropriate implementation strategy — with timing and phasing that is feasible and emphasis on the appro-

priate level of change management activity. 

 Sara has some proven tools to help in this assessment. The team determines where they can move swiftly in 

implementation and decide where they may need a phased or go - slow approach. They group the improvement 

requirements into sets of changes that can be implemented together and carefully stage the changes to achieve 

impact and match the appropriate implementation strategy. All of this is documented in a macro implementation plan 

(Figure  7.14 ). The team identifi es the resources needed for the Commit Phase planning sessions and for 

implementation. 

 They spend the week reaching out to stakeholders to complete the assessments and develop a stakeholder man-

agement plan. The fi nal day is spent rehearsing for the upcoming Steering Team meeting.    

  April 14: Steering Team Meeting 

 On the day of the Steering Team meeting, the Project Team presents its information — with Brian leading and Sara 

supporting as needed (for example, on the kick - off, transition between subjects, approval of the overall design). They 

follow this agenda: 

   1.   Review of  “ is ”  work process and management system documentation and validation efforts, previously presented 

in detail (5 minutes)  

•

•
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174 White Space Revisited

   2.   Review of disconnect analysis fi ndings, previously presented in detail (10 minutes)  

   3.   Review of  “ should ”  specifi cations, assumptions, and macro design, highlighting any updates since last presented 

(15 – 30 minutes)  

   4.   High - level introduction to the  “ should ”  work process and process management system (30 – 60 minutes)  

   5.   Presentation of work process and process Management System Testing (10 minutes)  

   6.    “ Is ”  to  “ should ”  change summary (20 minutes)  

   7.   Presentation of  “ should ”  process technology requirements (5 – 20 minutes)  

   8.   Presentation of improvement requirements (60 – 90 minutes)  

 Table 7.3 Design Phase Pitfalls/Success Factors Matrix 

     Potential Pitfalls/Risks During 

This Phase   

   What Sara Did to Mitigate Risks      RPM Critical Success Factors 

Addressed   

    Lack of creativity    Led the team in developing innovation ideas, which 

helped assess their ability to come up with creative 

design ideas  

  #6:  “ Is ”  to  “ should ”  strategy  

    Too much or too little detail in the 

 “ should ”  design  

  Applied a macro - to - micro design approach, which 

helped the team add more and more detail until they 

reached task level  

  #5: Visual modeling  

    Neglecting management of the 

process  

  Had an augmented Project Team develop the pro-

cess management system for the process  

  #8: Process management system 

design  

    Dragging out the Design Phase 

with too many short TQM - style 

meetings  

  Proceeded according to a project plan that required 

spaced multiday sessions that produced large 

amounts of work  

  #3: Project management 

accountability  

    Not addressing elements of the 

Effective Process Framework 

against process design  

  Methodically reviewing the design against the EPF 

and building in more changes as required  

  #1: Design dimensions  

    Failing to consider alternatives to 

the overall design or to various 

disconnects  

  Used innovation ideas to create multiple options 

 Led the Project Team several times in reviewing the 

design against the disconnects list and creating 

more solutions where necessary  

  #6:  “ Is ”  to  “ should ”  strategy  

    Not getting the design down to the 

performer level  

  Checked the designs against the Human 

Performance System and Technology Performance 

System  

Captured and detailed all of the changes related to 

human and technology performance in the enablers 

chart  

  #7: Performer integration  

    Providing too little detail about 

the  “ should ”  changes implied in the 

 “ should ”  process  

  Project Team developed full descriptions of all the 

major changes built into the  “ should ”  process  

    

    Not testing the feasibility of the 

 “ should ”  design  

  Conducted a tabletop feasibility test with selected 

SME team  

    

    Not assessing organizational readi-

ness for the  “ should ”  design  

  Formally conducted assessment of organizational 

readiness  

  #9: Change readiness assessment  

c07.indd   174c07.indd   174 10/26/09   12:47:56 PM10/26/09   12:47:56 PM



RPM Project Walk-Through 175

    9.   Presentation of macro implementation plan (30 minutes)  

   10.   Presentation of stakeholder management plan (30 minutes)  

  11.   Request for approval of  “ should ”  design    

 The Steering Team approved the design with no hesitation, much to the delight of the Project Team.   

  Design Phase Summary 

 Phase deliverables: 

   1.   Tested  “ Should ”  Work Process  

   2.    “ Should ”  Process Technology Requirements  

   3.   Tested  “ Should ”  Work Process Management System  

   4.   Improvement Requirements  

   5.    “ Is ”  to  “ Should ”  Change Summary  

   6.   Macro Implementation Plan  

   7.   Stakeholder Management Plan    

 Time: 41 days (March 5 – April 14)    

  CLOSING POINTS 

 We have walked through the fi rst three phases of a typical process improvement using the 

Rummler Process Methodology. We have seen the Process Consultant, Sara Harmon, start 

the project by enlarging the project scope so that it addresses an entire process. Then, with 

considerable help from the Project Team Leader, she conducts a thorough analysis of the  “ is ”  

process and leads the project team in designing a  “ should ”  process that addresses all major 

defi ciencies and meets the project goals. 

 In the next chapter, the Sterling project example continues, as Sara and the Project Team 

advance into the phases of Commit, Build, Enable and Adopt. We will again pay close atten-

tion to how Sara, the process practitioner, and Brian, the Project Team Leader, guide the proj-

ect according to RPM critical success factors.                                                                                                     
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177

 As tracked in Chapter  Seven , the Sterling Publishing Project Team has suc-

cessfully navigated the Align, Analysis, and Design phases of the Rummler 

Process Methodology. Now Sara and Brian have logistics to prepare for the 

Commit Phase implementation planning sessions. This is where many more 

project participants come on board, in order that they learn all of the work of 

implementation but also to broaden their buy - in and engagement with the 

 “ should ”  design. 

 Once the Steering Team has approved the  “ should ”  design and authorized its implementa-

tion in the Commit phase, the detailed work of the Build phase takes place, which involves the 

participation of many experts to produce all of the components of the design. In parallel, 

the organizations where implementation takes place are trained and prepared during the 

Enable phase, and the design is rolled out during Adopt.    

                                RPM Project Walk - Through: 
Commit, Build, Enable, Adopt          

C H A P T E R  E I G H T

    Phase 4.0: Commit 

  

     Phase      Sub - Phase   

     4.0 Commit       

  April 15 – 18 

 The objectives of the Commit phase are 
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178 White Space Revisited

     1.   To put detailed plans in place for the implementation of all change requirements so that an informed approval of 

the next phases can be made and so that the project is predictable and manageable  

     2.   To broaden the change effort to include many more participants required to complete the work of implementation 

and to expand support and buy - in for the changes  

     3.   To develop plans that include change management activities for managing resistance and ensuring institutional-

ization; otherwise, the organization will continue to do things the old way  

     4.   To develop plans that include end - state conditions for all of the changes so that performance can be evaluated    

 Sara knows what it takes for successful implementation and that many projects run into serious troubles at this 

point. She and the team have already addressed many of the issues that plague implementation: lack of a clear vision 

of why the change is necessary, a compelling Critical Business Issue and Critical Process Issue, leadership commit-

ment, a sound implementation strategy appropriate to complexity of process and organization. Now she knows it is 

time to address some of the other potential  “ gotchas ”  of implementation efforts. She knows that they must have a 

detailed plan that includes: 

  Adequate steps to manage resistance  

  Implementation infrastructure in place  

  Roles and responsibilities clarifi ed  

  Right people on the implementation teams  

  Clear accountabilities established    

 Originally the Project Team got some pushback from the Steering Team as to why these plans couldn ’ t be devel-

oped by individual workgroups, without the need for a big event that all the participants would attend. The Steering 

Team even suggested that the Project Team could develop the plan. Sara explained to them the risks of doing so: that 

those doing the planning would not know all the work needed to implement the various changes, as they are not the 

experts on the  “ should ”  design. They would be committing resources to tasks and timelines that may in fact not be 

doable. And at the end of it all, the Project Team is as yet the only group that believes in the vision of the  “ should ” ; 

that is too small a number of employees to drive the change forward in a big organization like Sterling Publishing. 

Even if they took the approach of having the implementation teams work separately on the plan and then integrate, 

Sara knows that this would take much longer and the plan would be of lesser quality. (She knows, because she has 

tried this before.) And they would get none of the benefi ts of having the big Commit event, namely: 

  Integrated implementation plan creation in a relatively short period of time (three days or less), the most effi cient 

and effective way to do this  

  The energy factor of getting the larger team together. Also a strong kick - off (lots of momentum) for the next 

phases  

  High - visibility reward for the Project Team ’ s effort  

  High - visibility demonstration of sponsorship  

  Making the time and cost commitment sends a big message to the organization and the newly formed implemen-

tation teams    

•

•

•

•

•

•

•

•

•

•
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 Brian has planned for the session to be off - site at a local business hotel in order to accommodate all of the meet-

ing participants and to minimize distractions. He has reserved the main ballroom and several rooms to be used for 

breakout planning sessions. The Steering Team will be present for the kick - off. All of the Project Team members have 

a role in the kick - off. A set of project documents has been created for each implementation team member to use as 

reference during the planning sessions. 

 There are seven Implementation Teams for the Order to Cash process, based on the seven groupings of improve-

ment requirements identifi ed by the Project Team. The Implementation Teams included expertise from each area that 

would be required to work on the detailed design as well as representatives of the groups that would be receiving the 

changes. A team leader for each team has been selected. Five of the team leaders are Project Team members, who 

will now pick up this new role for implementation. There is at least one Project Team member on each team in order 

to keep continuity.  

  April 21 – 23 

 The day begins with the kick - off in the big ballroom. They followed the agenda presented in Table  8.1 .   

 The Project Team members were eager to present the  “ should ”  design to this larger audience. They felt good 

about the level of excitement that it seemed to generate. Once the kick - off had concluded, the individual 

Implementation Teams went to their assigned breakout rooms per Sara ’ s Instructions. 

 The task was to develop and sequence the tasks required to build, enable, and adopt the change requirements 

(one change requirement at a time). The plans were built on big paper on the wall, much like a process map — each 

task on a sticky note. The implementation leaders directed the teams to start fi rst by sequencing the milestones up 

on the wall. (These were given to them in the change requirements documentation.) Then the teams fi lled in the tasks 

required to get from milestone to milestone, according to the experts in the room. Along the way they identifi ed and 

recorded on fl ip charts any interdependencies with other teams or the organization (from and to), along with the 

expected date of that interdependency. All tasks were assigned to resources, assigned start and end dates, an esti-

mate of the days needed for each task, and any support that would be required. If they had to confi rm availability of a 

resource not in the room, they made calls or sent e - mails to get confi rmation. Sara had told them that this needed to 

be a realistic, achievable plan — which meant no  “ wishful ”  resourcing or timelines. 

 Table 8.1 Implementation Planning Agenda 

     Agenda Item      Objective      Presenter   

    Project CBI, CPI, current level of 

performance and major disconnects  

  Reason we launched this effort 

 Build the case for change  

  Sponsor and Director of Finance  

    Process and Implementation 

methodology overview (RPM)  

  Build confi dence in the approach 

 Build confi dence that this will get implemented 

 Orient audience to the big picture of the task for 

the duration of the project  

  Sara  

     “ Should ”  design    Walk through the process 

 Create a clear vision of the changes, features, 

and benefi ts 

 Answer questions  

  Project Team members  

    The immediate task of 

implementation planning  

  Describe and give instructions    Sara  
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 It took all the way to the end of the third day for all of the teams to fi nish. When they were all done, each team had 

a plan that addressed: 

  Detailed design that remains to be completed  

  Development  

  Testing  

  Piloting where necessary  

  Packaging  

  Preparing the receiving organizations: expectation setting, communication, and training  

  Disabling the old way of doing things  

  Cut - over to the new way  

  Stabilizing  

  Operating and verifying the results     

  April 24 – 25 

 Sara met with the Implementation Team Leaders the following morning. Then they began the work of integrating the 

plans into one plan. Along the way they reviewed each interdependency and negotiated and adjusted dates. They 

identifi ed key milestones for project tracking purposes. The integration took the full two days. In the end, one of the 

Team Leaders commented that in his history with Sterling, he had never seen such a detailed and thoughtful plan for 

the implementation of any change — big or small. Another team leader retorted that may be why they failed to imple-

ment most projects.  

  April 30 

 Back to the Steering Team again, though this time the meeting was only one and a half hours. They reviewed the plan 

milestones and took a look at the resources required to implement. The Steering Team was impressed with the level of 

detail in the plan and the amount of insight they would have into how the plan is progressing during these next phases 

of the project. Then Brian reinforced the role of the Steering Team going forward into implementation. During these phases 

of Build, Enable, and Adopt, the Steering Team was expected to provide continued active stakeholder management, con-

tinued champion role, continued help to remove barriers to required resources, and participation in end - of - phase reviews. 

Commit phase pitfalls and success factors are shown in Table  8.2 . The Steering Team approved the plan and budget.  

  Commit Phase Summary 

 Phase deliverables: 

     1.   Change Requirements Package Summary  

     2.   Detailed Implementation Plan  

     3.   Implementation Defi nition Document  

     4.   Implementation Budget  

     5.   Phase 4 Approval Presentation    

 Time: 15 days (April 15 – April 30)     

•

•

•

•

•

•

•

•

•

•
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 Table 8.2 Commit Phase Pitfalls/Success Factors Matrix 

     Potential Pitfalls/Risks During 

This Phase      What Sara Did to Mitigate Risks   

   RPM Critical Success Factors 

Addressed   

    Unwillingness (Steering Team or 

others) to spend suffi cient time in 

implementation planning  

  Provided sound arguments for the benefi ts of 

the planning activity  

  #10  –  Implementation planning and 

management  

    Loss of Project Team member 

continuity  

  Recruited some Project Team members 

as Implementation Team Leaders  

  #10  –  Implementation planning and 

management  

    Implementation plans that don ’ t 

integrate well into one solid plan  

  Had Implementation Team Leaders consolidate 

their plans into one agreed - upon plan  

  #10  –  Implementation planning and 

management  

  Phase 5.0: Build and Phase 6.0: Enable 

  

     Phase      Sub - Phase   

     5.0 Build     5.1 Detailed Design  

    5.2 Develop  

    5.3 Test  

    5.4 Solution Preparation  

  

     Phase      Sub - Phase   

     6.0 Enable     6.1 Prepare  

    6.2 Internal Launch  

  March – Mid - May 

 Now a fl urry of activities — all according to the plan — begins and continues for the next several months. Both the Build 

phase and the Enable phase are kicked off in parallel. What Sara knows about these phases and the next phase, 

Adopt, is that they must be closely managed. Much individual expert work must be done in order to build and imple-

ment the process changes—work like application development or policy development. The natural tendency of the 

experts who have been assigned to this work is to go off in their silos to do the work and emerge only when they have 

the fi nal product. Sara knows that this could be very bad for the project. This is why she has set up regular meetings 

and reviews with the implementation team leaders. This is also why the testing plans include the integration and testing 

of components from across the silos. 

 The other thing that Sara understands about implementation is that these phases are usually the longest in dura-

tion, and the organization can lose the sense of urgency and focus that it has had on this effort to date. It is important 

to manage expectations about the timing and impact of the changes as they are rolled out. The teams had built in 

Stakeholder management activities into their implementation plans—but Sara and the Implementation Leaders will 

also be working on an overall communication plan and adding any additional stakeholder interventions as needed. 

 Last, Sara also knows one other important fact about implementation. The fi rst part of Build is Detailed Design. 

The design was intentionally left incomplete at this level so that the broader organization would now be involved in 
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completing the design, which helps build a broader base of buy - in for the changes. It is entirely possible that during 

detailed design, others may come up with new enhancements to the process or that the organization will place new 

demands on the process. But it is imperative that these not derail the existing effort. For this reason, they have put in 

place a formal process for submission and review of design change requests. 

 During the detailed design sub - phase, detailed functional and technical specifi cations are developed. The design 

is driven down to performer and task level for all of the changes. One of the Implementation Teams works on the 

details to support the management of the process. Test plans are developed for all of the changes. 

  

     Phase      Sub - Phase   

     5.0 Build     5.1 Detailed Design  

    5.2 Develop  

    5.3 Test  

    5.4 Solution Preparation  

  May – November 

 Once the detailed designs were completed, it was time to begin the development, construction, or acquisition of all 

components that needed to be put in place. Teams at Sterling were busy building the new order database, the new 

credit checking policies and practices, the new sales compensation changes. Training and training plans were devel-

oped. Contingency plans for implementation were also a part of this phase. 

 Many of these components were brought together and tested in an integrated fashion, in order to ensure that they 

worked as a total system. Training materials on tracking orders were tested together with the new database and poli-

cies on order standards. 
  

     Phase      Sub - Phase   

     5.0 Build     5.1 Detailed Design  

    5.2 Develop  

    5.3 Test  

    5.4 Solution Preparation  

  

     Phase      Sub - Phase   

     6.0 Enable     6.1 Prepare  

    6.2 Internal Launch  

  November – December 

 With all of the changes built and successfully tested, the last several weeks of the year were spent packaging the 

components and changes in such a way as to be most helpful for the users, operators, or supporters of the process, 

to increase their perception of value and to minimize their frustration during implementation. Then all of the physical 

elements, information elements, and instructions were transferred to the receiving teams at all of the implementation 

sites. Implementers were prepared as a part of the internal launch of the process. Build Phase pitfalls and success 

factors are presented in Table  8.3 ; Enable Phase pitfalls and success factors in Table  8.4 .  
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  Build Phase Summary 

 Phase deliverables: 

     1.   Functional Designs  

     2.   Technical Designs  

     3.   Performer Job/Role/Organization Design  

     4.   Management Role Design  

     5.   Requirements Detailed Design/Development/Test/Sign - offs  

     6.   Should Design Components Deliverables Summary and Delivery Plan    

 Time: 8 months (May 1 – December 3)    

  Enable Phase Summary 

 Phase deliverables: 

  Validated Implementation Plan (with detailed tasks for Cut Over, Stabilize, and Operate)    

 Time: 8 months (May 1 – Dec 31) running in parallel with Build Phase     

 Table 8.3 Build Phase Pitfalls/Success Factors Matrix 

     Potential Pitfalls/Risks During 

This Phase      How Sara Addressed These Factors   

   RPM Critical Success Factors 

Addressed   

    Performer level not adequately 

understood or addressed  

  Build teams were established to build both 

technology and human performance capabilities 

into the process  

  #7  –  Performer integration —

 technology and human  

    Uncoordinated implementation efforts    Sara held a formal implementation planning 

session and followed up with implementation 

team leaders to produce an integrated plan  

  #10  –  Implementation planning and 

management  

    Potential drifting away from the original 

design by implementation teams  

  Regular meetings of team leaders 

 Formalized design change process  

  #10  –  Implementation planning and 

management  

 Table 8.4 Enable Phase Pitfalls/Success Factors Matrix 

     Potential Pitfalls/Risks During 

This Phase      What Sara Did to Mitigate Risks   

   RPM Critical Success Factors 

Addressed   

    Unpleasant surprises when end 

users try to perform as the  “ should ”  

design requires  

  Testing for every Build component 

 Formalized integration of every component (policies, 

documents, tools, technology) into the  “ should ”  

process at performer level 

 Involvement of receiving organizations on the 

implementation teams from planning forward  

  #10  –  Implementation planning and 

management 

 #7  –  Performer integration  —  

technology and human 

 #9  –  Change readiness assessment  
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 Table 8.5 Adopt Phase Pitfalls/Success Factors Matrix 

     Potential Pitfalls/Risks During This 

Phase      What Sara Did to Mitigate Risks   

   RPM Critical Success Factors 

Addressed   

    New process doesn ’ t  “ take ”  — old prac-

tices continue  

  Formal cut - off 

 Old tools, practices made impossible, or at 

least inconvenient  

  #6  –     “ Is ”  to  “ should ”  strategy  

    Problems after implementation are 

not dealt with  

  Period of debugging was built into the schedule    #10  –  Implementation planning and 

management  

  Phase 7.0: Adopt 
  

     Phase      Sub - Phase   

     7.0 Adopt     7.1 Cut over  

    7.2 Stabilize  

    7.3 Operate  

  January 5 – March 

 At last, cut - over day had arrived for the Order to Cash process. The new process became effective on Monday morn-

ing. In order to ensure that process performers did not revert back to old habits, Sara and the implementation teams 

made sure that some of the old process was also  “ disabled. ”  For example, fax machines in the Sales admin offi ce 

were moved so that orders could no longer be faxed in. 

 After a short period of stabilization, with rapid response to any issues, the process did indeed produce the results 

that Sara and the team set out to achieve. The Process Management Team for the Order to Cash process began to 

plan for continued improvements in the process in order to stay competitive.  

  Adopt Phase Summary 

 Phase deliverables: 

     1.   Stabilized process changes  

     2.   Process Performance Data    

 Time: 2 months (January 1 – March 1)     

 Table 8.6 Project Timetable 

     Phase      Elapsed Time      Calendar   

    Align    3 days    January 21 – 23  

    Analysis    23 days    Feb. 11 – Mar. 4  

    Design    41 days    Mar. 5 – Apr. 14  

    Commit    15 days    Apr. 15 – Apr. 30  

    Build  &  Enable    8 mo.    May – December  

    Adopt    2 mo.    Jan. – March  
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  Project Summary and Timetable 

 From start to fi nish, Sara ’ s project involved dozens of Sterling employees and hundreds of hours and took a little over 

a year. A timeline is presented as Table  8.6 .    

  CLOSING POINTS 

 In recounting Sara ’ s experience, our intention was to give you a close - up look at the Rummler 

Process Methodology in action, with enough detail and  “ color commentary ”  that you could 

get a better sense of how to apply the process and tools than you would from just looking at a 

set of fi lled - in diagrams and charts. From the challenges you saw thrown in Sara ’ s way 

throughout the project, you know that this work is not at all easy or by - the - numbers, despite 

the structure the RPM affords. For more on who should do this kind of work, see Chapter 

 Ten . Meanwhile, we examine various applications of the RPM approach to different situations 

in Chapter  Nine .                    
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 Our example of Sterling in Chapters  Seven  and  Eight  illustrated the use of 

the Rummler Performance Methodology for a single cross - functional 

process, but RPM is applicable to any level of the Value Creation System, from a 

sub - process to a complete process all the way up to an entire line of business 

(as in Figure  7.2 ). In this chapter, we illustrate the range of possible applica-

tions of the methodology with a series of examples drawn from different 

 situations in different industries. We conclude with a comparison of RPM with 

other prominent tools and methods used today in process improvement work.    

                                        Other RPM Applications          

C H A P T E R  N I N E

    Example 1: Whole Business Redesign/Multiple Processes 

  Organization 

 Insurance company that wanted to double in size within fi ve years  

   CBI  

 Operations hampered by legacy systems that caused work processes to be highly complex, liable to 

errors, noncompetitive, and an obstacle to growth or change in business approach  

   CPIs  

 Varied by process, but most were too slow compared to competition and prone to human error 

because of system and process complexities  

  Approach   

  Executive Team analyzed its current super - system and business model, then developed possible 

future - state scenarios and identifi ed the capabilities (process/technology/people/management/

general infrastructure) required to succeed in the future.  

•
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  Project Team (composed of process excellence specialists, IT representatives, and middle managers):  

�   Updated an  “ is ”  Value Creation Architecture down to Level 3 (they already had an  “ is ”  Business Process 

Framework and existing Level 3  “ is ”  process maps)  

�   Distributed the required capabilities along the VCA, which revealed capability gaps  

�   Developed high - level (whole business) alternative designs and discovered that the future business would 

require not one, but three different L - S - D Launched, Sold, and Delivered designs (that is, high tech, high touch 

and large corporate customers)    

  The Project Team then was divided into three sub - teams, each of which developed a full VCA down to Level 5, fol-

lowing the standard RPM methodology (from design phase on) but with three designs in parallel and applied to 

multiple processes within each VCA.  

  Each design included models of all the future - state processes showing both human and technology performers in 

detail and their Human Performance System/Technology Performance System requirements.  

  The three VCAs were presented to management for approval and funding.  

  The three VCAs were implemented together into the existing business, as they were not three different lines of 

business but three ways to deliver the company ’ s products and services.     

  Key Points About This Case   

  Scope was not predetermined: Project started with a super - ordinate business goal (that is, growth) and CBI, then 

led to a gap analysis between current state and future business scenarios showed that the entire business had to 

be in project scope and potentially redesigned.  

  Executive team engagement in fi rst stage of work ensured their ongoing support and active interest in the result of 

the project.  

  RPM methodology is scalable to multiple processes and even entire lines of business.  

  Technologists were key members of each design sub - team, providing design ideas and guidance about the practi-

cality of technology usage in the processes, and watching over alignment of the designs with the company ’ s 

Enterprise Architecture vision.  

  Once the three sub - teams were formed, they met frequently to review progress and share their designs. The sub -

 teams were encouraged to borrow process and technology designs from each other, which helped to minimize the 

total cost of the proposed  “ should ”  VCAs. (For example, the Large Corporate Customer sub - team largely adopted 

a mix of processes from the High Tech and High Touch sub - teams and created few of their own.)  

  The  “ alternative designs ”  technique is scalable: such designs can address any aspect of the Effective Process 

Framework for a process, the entire process architecture, or even an entire business (which happened in this case).  

  Despite the large scale and scope of work, the project was completed in just twelve weeks, because the Project 

Team members devoted at least three days per week to the project for its duration, and they were supported by 

the executives who gave the project the highest priority.  

  The speed of the project was also helped by the fact that the team had earlier developed something of an  “ is ”  

Business Process Framework and had Level 3 process maps, so the Analysis Phase was relatively brief.      

•

•

•

•

•

•

•

•

•

•

•

•

•
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  Example 2: Business Process Framework Defi nition and Utilization 

  Organization 

 Global cement, aggregates, concrete, and other building products company  

   CBI  

 A key component of the organization ’ s strategy was growth through acquisition. The speed and quality of assimilation 

was insuffi cient and greatly affected the ROI of each acquisition.  

   CPIs  

 The assimilation efforts suffered endless and expensive stabilization phases because of the narrow focus on the IT 

systems integration without understanding and addressing the work processes. The organization leadership had 

made a decision to take a process approach to this work but lacked a common framework for making critical deci-

sions regarding the scope and phases of ERP and process practices migration.  

  Approach   

  Existing process lists, business line defi nitions, and process domain views that already existed were gathered and 

synthesized into a single draft Business Process Framework (BPF).  

  A group of Processes  &  IT representatives with signifi cant business understanding were assembled to validate and 

adjust the Business Process Framework (BPF) in a series of sessions.  

  Teams of Processes  &  IT staff were assigned to create profi les of each Value Creation, Management System, and 

Contributing System process identifi ed in the BPF. The profi les included:  

�   Process mission statement  

�   Process scope (inputs, outputs, and sub - processes)  

�   Key performance indicators  

�   Operating functions involved in executing the process  

�   Related ERP and other IT systems and applications that supported the process globally  

�   Global process variations  

�   Standardized and harmonized process components    

  The process profi les were shared across teams and cross - referenced to minimize potential for process overlap 

and gaps.  

  The BPF and supporting process profi les were reviewed and endorsed by senior Processes  &  IT managers  .

  The BPF was used as a framework for ERP migration planning by creating customized views highlighting those 

processes that were directly and indirectly supported by each ERP module and the desired staging of the module 

migration in acquired operations.  

  The BPF was used a framework for identifying standardized and harmonized process components to be migrated 

into acquired operations. Interim process actions for processes supported by ERP modules that would not be 

migrated immediately were identifi ed.     

•

•

•

•

•

•

•
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  Key Points About This Case   

  Mature global organizations operate a platform of standardized processes and information technology. These plat-

forms are interdependent but unique. Both present opportunities for optimizing the cost and effectiveness of doing 

business globally.  

  Without a view of the work system (the business processes and IT systems) and its relationship to the value cre-

ated for customers, the organization had no valid criteria for making tradeoffs between desired requirements/func-

tionalities and potential performance effi ciencies. This created great debates among all stakeholders (the acquired 

operations, business management and the Processes  &  IT Department) that tended to center around the respon-

siveness of Processes  &  IT instead of the impact on organization performance. This was a no - win situation for 

Processes  &  IT, which typically defaulted to accepting an  “ order taker ”  position. The resulting organization impact 

was complex systems that accommodated every requirement/functionality but were expensive to maintain and 

costly and slow to evolve.  

  The BPF effort was one of four key components of their process approach. It was supported by the other three 

components: Process Improvement Methodology, a process - oriented Project Portfolio Management System, and 

common tools, conventions, and repository for capturing process documentation.      

  Example 3: Contributing Process 

  Organization 

 Financial services company/Human Resources Recruiting Department  

   CBI  

 Insuffi cient qualifi ed new talent, affecting bottom - line results  

   CPI  

 Line department managers considered the  “ is ”  recruiting process ineffi cient, bureaucratic and overcontrolled by HR  

  Approach   

  Project cosponsors from HR and line organizations established a Steering Team and Project Team.  

  While project target was the Recruiting Process, scope included downstream processes that were affected by 

slow recruiting (that is, department on - boarding, training).  

  Standard RPM Analysis Phase was conducted.  

  Analysis revealed that some key disconnects (slowness in fi nding qualifi ed technical candidates) was caused by 

poor or nonexistent relationships with local and state sources such as universities as well as failure of line manag-

ers to get their recruiting needs into the recruiting pipeline on time.  

  Project Team conducted fact - fi nding visits with selected universities to explore options for campus recruiting (for 

example, fairs, job postings, and so on).  

   “ Should ”  design incorporated several possible new sources and techniques for fi nding candidates.  

  Project Team recommended piloting of campus fair concept as well as tightening up of recruiting process to mini-

mize wait times between interviews.  

  Steering Team reviewed and endorsed the  “ Should ”  design and authorized the pilot.      

•

•

•

•

•

•

•

•

•

•

•
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Key Points About This Case

Even though a small contributing process, the recruiting process was cross-functional so its improvement required 

a full project team.

HR was viewed as the process owner (and the cause of all the problems), but the project demonstrated the need 

for cross-functional accountability and revealed that some problems were not being caused by HR.

  Example 4: Support Function and Contributing Processes Redesign/Multiple Processes 

  Organization 

 The library of a government research lab  

   CBI  

 The research lab and library had suffered from years of funding cuts, but the area of research had recently received 

renewed mandate to advance the fi eld. The research lab recognized that leading researchers would require strong 

library services to access past research and monitor the fi eld, and the lab considered investing in a major upgrade to 

the library to support their new mandate. However, after decades of making due with less, library personnel had diffi -

culty conceiving of the services, processes, and facilities required to support a  “ library of the future. ”   

   CPIs  

 Varied by process, some were more time sensitive than others, but the primary driver was value: the library services 

had to meet real needs with the right level of service and at a reasonable and competitive cost.  

  Approach   

  A team of Library Representatives analyzed its current super - system and identifi ed the lab ’ s value creation pro-

cesses, then identifi ed the points in value creation at which customers/users could benefi t from library services.  

  The Library Team then defi ned the services of the  “ Library of the Future ” :  

�   Reviewed and challenged the value of existing services  

�   Brainstormed new services and service extensions, including the possibility of teaming with internal and external 

service partners; in some cases these were already existing services but had to be translated so that the custom-

ers could understand the value (for example  “ Bibliographic and Citation Verifi cation ”  to  “ Publishing Assistance ” )  

�   Defi ned or redefi ned all services using customer - oriented terms      

 The Library Team then developed draft profi les for each service, including service description, value proposition, 

delivery assumptions and options, customer requirements, key performance indicators, funding assumptions, and 

facilities requirements. 

 Focus groups were conducted with different cross - sections of customers, users, and other stakeholders to get 

feedback on the value of each service, alternative services, and service requirements.   

  The service profi les were adjusted based on the feedback, and the baseline list of Library of the Future services 

established.  

  With this input, the Library of the Future Business Process Framework (BPF) was developed. They developed a 

framework that could deliver all of the services and still leverage the fewest number of unique processes. 

•

•

•

•

•

•
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(The library ’ s Value Creation Processes would rightfully be depicted as a Contributing processing system on the 

research lab ’ s VCA.)  

  The Library Team successfully presented the vision, services, and supporting facilities to lab management and the 

architects supporting the transformation of the lab.     

  Key Points About This Case   

  In most cases, a support function ’ s value creation processes would appear as contributing processes on the 

greater organization ’ s BPF. The support function ’ s VCA would also include management and contributing pro-

cesses. The management processes identifi ed were consciously aligned with the greater organization ’ s manage-

ment process (for example, planning and budgeting sequencing aligned). The contributing processes were a 

combination of unique - to - the - library contributions and greater organization contributions from other support func-

tions (for example, human capital inputs from Human Resources).  

  The work was cast as  “ process improvement, ”  and that was clearly the desired end point. However, processes 

cannot be designed in a vacuum, so the focus became  “ what ”  value was to be provided by the library (the pro-

cesses would defi ne  “ how ”  the value would be delivered).  

  Using a services - based approach to reviewing support functions was an effective way of understanding the value 

contribution of a support function. However, it was critical that these contributions be linked in a tangible way to 

the greater organization ’ s BPF to establish credibility and establish the value of each service to the greater 

organization.  

  Development of the support function ’ s BPF started with the  “ Products/Services Delivered ”  portion of the Value 

Creation processes, since these processes link directly to the service profi les (the services being delivered). At this 

point, a key element of organization strategy comes into play by asking two questions:  “ What are the unique ser-

vice delivery characteristics that we need to be careful not to lose or compromise ?”  and  “ What are the desired and 

required synergies between the service delivery processes? ”  In this case, the eleven Library of the Future services 

were organized into four service delivery sets and processes.  

  After defi ning the  “ Delivered ”  portion of the BPF, the focus shifted upstream to the processes for creating aware-

ness and getting commitments to utilize the services ( “ Sold ” ), and the processes for refreshing, adapting, creating, 

and launching services ( “ Launched ” ). In each portion of the BPF unique process characteristics and process syn-

ergies were identifi ed, and the resulting process strategy was different in  “ Sold ”  than it was in  “ Delivered, ”  and dif-

ferent again in  “ Launched. ”       

•

•

•

•

•

•

   RPM  AND OTHER PRACTICES 

 We presume that many of the readers of this book work in organizations that have already 

adopted various tools or methods from the vast and probably indefi nable fi eld of  “ improve-

ment ”  and want to understand how the Rummler Performance Methodology compares to 

those other approaches. Some readers, we are certain, will be interested in whether RPM could 

replace their current practices, augment them, or be integrated with them. So allow us to 

comment on some of the more prominent tools and methods from our RPM vantage point. 
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  What We Mean by Methodology 

 We think that a sound process improvement methodology should be: 

  Teachable  

  Repeatable  

  Yield the desired results every time the methodology is followed, as long as it is followed as 

prescribed    

 What distinguishes a good methodology from an inferior one is that a good one :

Is g  uided by principles  

  Is highly structured into a logical, coherent, phase - by - phase, step - by - step fl ow  

  Contains a logical sequence of guiding principles, roles, steps, tools, techniques, examples, 

and alternatives  

  Is reasonably scalable (so that it can be applied to different - sized projects)  

  Is addresses all dimensions of business process improvement (as described in the Effective 

Process Framework in Chapter  Six )  

  Is adaptable to specifi c business, process, and project needs and characteristics within the 

boundaries defi ned by the guiding principles    

 In other words, a methodology should itself be a well - designed process, as illustrated in 

Figure  9.1 .   

 When a methodology is so designed, there are benefi ts to companies that adopt it. Among 

those benefi ts: 

  Improvement can be planned. (When a methodology is so well laid out that you can see 

the participants and the time and effort required of them, the precise timetable, the step -

 by - step activities, you can develop adequate project plans. Methodologies that lack such 

details, by contrast, usually play havoc with schedules and expectations.)  

  Large numbers of people can participate in improving processes. (A methodology that is 

widely teachable and applicable to many situations means you can engage many people in 

learning and applying the techniques, which not only makes possible more widespread 

application, but greater numbers of people truly understand the methodology, become 

committed to it, and come to appreciate the positive effects of improvement.)  

  Results can be predicted. (A sound methodology yields the results for which it was 

designed; those less well designed are far less predictable in their ultimate outputs.)  

  Costs can be controlled. (A well - designed methodology tends to reduce the likelihood of 

unexpected extra steps or detours, or a surprising need for additional resources.)    

•

•

•

•

•

•

•

•

•

•

•

•

•
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 Contrary to the misperceptions of some who prefer to create approaches that are unique 

to each and every project, a good methodology enables fl exibility (not limits it) by allowing 

practitioners to focus on defi ning appropriate strategies and tactics to meet the few truly 

unique requirements.  

   “ Non - Methodologies ”  

 One of the toughest challenges in fi nding and selecting a suitable improvement methodology 

is that many things that aren ’ t true methodologies are often mistaken for such. Sometimes 

this confusion is accidental, based on appearances mostly; but there are also deliberate 

attempts to peddle some tools, techniques, models, and so on, as methodologies when they 

most certainly are not. Things masquerading as methodologies include: 

Process Improvement Project Methodology
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 Figure 9.1 A Well - Designed Process 
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  Philosophies  

  Aphorisms and exhortations  

  Principles  

  Models  

  Tools and techniques  

  Best practices  

  Schools of practice    

 Several of these items are in fact helpful and necessary ingredients for sound methodolo-

gies, but they shouldn ’ t be mistaken as methodologies in and of themselves. Table  9.1  defi nes 

each of these items along with an example or two from the improvement fi eld.   

•

•

•

•

•

•

•

 Table 9.1 Components of Methodology 

         What It Is   

   Its Value in Process 

Improvement Efforts   

   What It Does Not 

Necessarily 

Provide      Examples   

    Philosophy    Belief that something is impor-

tant or true  

  Explains WHY something 

should be pursued  

  How to do that 

something  

  Kaizen  

    Aphorisms and 

Exhortations  

  Sometimes witty sayings 

designed to inspire or provide 

insight  

  Entertaining but questionable 

in a methodology  

  Anything practical     “ Reengineering 

means industrial -

 strength change ”  1   

    Principle    Heuristic — high - level rule of 

thumb  

  Guides the specifi c applica-

tion of tools and techniques  

  Some guidance but 

lack of specifi c step -

 by - step application  

  Single source of truth 

 Data - driven decision 

making  

    Model    Depiction of relationships 

between elements or parts  

  Describes the components of 

a methodology; depicts the 

landscape  

  How to apply the 

model  

  Value Creation 

Hierarchy  

    Tool or 

Technique  

  Specifi c item for executing a 

task  

  Methodologies are made up 

of tools  &  techniques  

  Linkages between 

tools, techniques  

  Control chart 

 Process modeling/

mapping software 

 Mistake - proofi ng  

    Best Practices    Specifi c applications of tools, 

techniques, methods inside 

companies; 

 collections of these practices  

  How a tool or technique 

could look as a fi nished 

product    

  How it can be used 

successfully in a 

given situation  

  AQPC products  

    Program (often 

associated with 

Philosophies 

and Schools of 

Practice)  

  A set of organized activities 

with high - level steps and func-

tional participation require-

ments, usually supported by a 

program offi ce  

  Engages line managers; pro-

motes activity; creates career 

development opportunities  

  A focus on sustain-

able performance 

improvement  

   “ Innovation process ”  

  “ Quality process ”   

    School of 

Practice  

  A loose (not necessarily offi cial) 

collection of people in a fi eld 

that may or may not be well 

defi ned  

  Practitioners both share 

practices and compete, 

enriching the practice but 

potentially causing confusion  

  A consistent 

methodology  

  Six Sigma  
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198 White Space Revisited

 The fi nal category (that is,  “ school of practice ” ) is our own made - up designation for those 

cases in which there may indeed be a methodology (that is, DMAIC, which is the classic Six 

Sigma methodology), but actual practice varies so much from one place to another (and from 

one provider to another) that it is impossible to claim that a single methodology exists. For us, 

the sign that a school of practice (many people practicing a large number of variations of a par-

ticular approach, tool, method, and so on) exists is that when we walk into a company that labels 

itself as, for example, a  “ Six Sigma ”  place, we cannot predict with confi dence what will be going 

on in there. And in fact, we have walked into so - called Six Sigma companies, and sometimes we 

will see that practices amount to using a few easy, nonstatistical tools like histograms and check 

sheets; then we go somewhere else and the place is bristling with Black Belts, multiple project 

teams, and control charts. In other cases the Six Sigma  “ program ”  is little more than a device for 

nominating projects and certifying staff. So who knows what  “ Six Sigma ”  means anymore?  

  Available  “ Methodologies ”  

 With those caveats, let ’ s go to some of the  “ methodologies ”  (that is, real ones and seeming 

ones) and compare them with RPM for compatibility. (See Table  9.2 .) In some cases, there are 

multiple approaches that fall under a given type (for example, reference models).     

  CLOSING POINTS 

 In this chapter we illustrated how the Rummler Process Methodology can be applied to a 

wide range of improvement projects, from single processes to entire businesses, and including 

contributing processes and functions. We also compared RPM to existing methodologies for 

those readers who may contemplate integrating their current practices with the RPM 

approach. 

 Up until now we have assumed there are people capable and available to do the kinds of 

process work we ’ ve described in this book. In the next chapter we will directly address the 

issue of capability — what kinds of infrastructure, processes and people does it take?                    
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 Given the walkthrough of the Rummler Process Methodology in Chapters 

 Six   and   Seven  and the examples of different applications of RPM in 

Chapter  Nine , you are probably asking how this approach can be institutional-

ized in an organization and applied to multiple projects. Who should do this 

kind of work and how the improvement efforts are managed are important 

questions. It is one thing to execute a single improvement project, as Sara and 

Brian did, but far more challenging to install an ongoing system for conducting 

such work across a large organization. 

 So in this chapter, we address how does one implement the Value Creation System desired, 

and once it is in place, keep it operating effectively in light of continual changes and chal-

lenges from within and from outside? 

 One starts with the recognition that improvement is not an event but an essential 

 organizational capability: to effectively adjust or improve organization performance in 

response to changing business and customer requirements. In addition, establishing and 

maintaining this capability requires process and infrastructure that needs to be planned 

and managed. 

 Let ’ s begin by looking at how Belding Engineering approached the need for a more perma-

nent infrastructure and process to execute and manage change efforts.    

                                        Designing Improvement Capability          

C H A P T E R  T E N
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200 White Space Revisited

 THE BELDING ENGINEERING CASE: STAGE 3 PROCESS MANAGEMENT    

 For Stage 3 of its process evolution, Belding Engineering recognized that it had two needs: 

     1.   Belding needed a mechanism for organizing, prioritizing, and funding RPM initiatives. This required a mechanism 

that was enterprise - wide in scope — it needed to account for all change initiatives in Belding regardless where the 

idea originated and who would be involved. Any change effort was seen as an opportunity to optimize or sub -

  optimize Belding ’ s VCA using Belding resources.  

     2.   Belding saw that managing a VCA change process, maintaining VCA documentation, ongoing VCA education, 

and conducting RPM projects were capabilities essential to their success. They established their own group, 

called the VCA Support Team, which was modeled after the Corporate Performance Support Group and reported 

to a director. At the heart of the VCA Support Team was a new role within Belding, the Performance Architect.    

 Let ’ s fi rst talk about the infrastructure and then about the process implemented to manage improvement at 

Belding.  

 Figure 10.1 Infrastructure to Support the Change Process 

Process
Management

Teams
Performance
Engineering

Group

Value Creation
Architecture

Support Team

Value Creation Management Team (VCMT)

  INFRASTRUCTURE TO SUPPORT CHANGE 

 To establish and sustain an ongoing improvement approach, an infrastructure is required. 

(See Figure  10.1 .) The roles of the Leadership Team and Process Management Teams were 

introduced in Chapter  Five  and, as the names imply, are focused on planning and managing 

changes to processes and the Value Creation System. The addition to the infrastructure is a 

permanent group to support the management, maintenance, and ongoing improvement of 

the Belding VCA. This team is called the VCA Support Team. Headed by a director, the team is 

directly accountable to the Belding Leadership Team.   
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Designing Improvement Capability 201

          The VCA Support Team ’ s major operational role is the care and feeding of the Belding Change Control Process. The 

Belding Change Control Process came about as Belding recognized that the value creation system that delivers value 

to customers had to be managed. Seen in the context of value creation, there was an unending stream of unmanaged 

initiatives underway that were unprioritized, potentially redundant, insuffi ciently important, consuming incalculable 

amounts of staff time and energy, potentially counterproductive to one another, and most important of all, likely to 

sub - optimize the performance of the total value creation system. These initiatives ranged from introducing Balanced 

Scorecards in Engineering to a Six Sigma project in Production to implementing a new CRM application in Sales 

through the IT organization. 

 CEO Owens decided that Belding would develop a single Change Control Process that would be managed by the 

Belding Leadership Team, since they were accountable for the performance of the value creation system and all 

these proposed changes ultimately affected the performance of the value creation system, positively or negatively. 

The objectives were to avoid inadvertent sub - optimization; properly prioritize needed changes; and manage the exe-

cution of change efforts. This meant that any change effort, at any level in the organization, that required more than a 

defi ned number of hours of staff time and/or funding, must pass through the Change Control Process. 

 Core team members of the VCA Support Team are made up of people transferred in from Engineering, IT, 

Production, and HR. The team also has access to key resources from Marketing, Sales, and Operations. 

 Major responsibilities of the VCA Support Team include: 

  The Improvement Process (which we describe in some detail later in the chapter)  

  Maintenance of the Management Bridge room, which includes:  

�   Updating documentation on display in the room  

�   Facilitating team meetings as required    

  Maintenance and management of performance reporting  

  Investigation/analysis of issues raised by the Belding Leadership Team. This is accomplished through the 

Performance Engineering Group, which reports to the VCA Support Team and has skills in the areas of perfor-

mance analysis, process improvement and design, Six Sigma, metrics, and OD.     

  How the Change Control Process Works 

 The governing policy is that performance improvement initiatives can happen in only one of two ways: 

     1.   As part of the annual planning process  

     2.   With approval of the Belding Leadership Team    

 All performance improvement initiatives, including IT projects, follow this process: 

     1.   Every proposed performance improvement initiative is summarized in a one - page Initiative Profi le.  

     2.   If the initiative is input to the annual planning process, it is reviewed by the Belding Leadership Team in that con-

text. Otherwise, the proposal is sent to the VCA Support Team, who logs it into the Change Initiative data base 

and conducts a brief feasibility and VCS Impact check to determine if the initiative:  

  Is redundant  

  Is likely to produce the desired result for the proposed cost  

•

•

•

•

•

•
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202 White Space Revisited

  Is to be carried out at an appropriate point and with the necessary scope to be effective  

  Could/should be modifi ed to make it more effective  

  Will sub - optimize Value Creation System performance  

  Fits with longer - term strategic goals    

     3.   The VCA Support Team develops a preliminary project plan, identifying the resources required (type and dollars) to 

achieve the desired improvement in performance. (For example, the project might include the resources neces-

sary to survey customers, redesign an internal process, customize an IT application, or impart new skills to a 

cross - section of Belding personnel via training.)  

     4.   The VCA Support Team forwards the Initiative Profi le and a recommendation to the Belding Leadership Team for 

review at its next monthly meeting.  

     5.   The Belding Leadership Team considers the recommendation and makes its decision.  

     6.   If the initiative is approved, the Belding Leadership Team appoints a member as Sponsor of the project, regardless 

of size. The VCA Support Team then:  

  Finalizes the project plan, selects a Project Leader, and assembles a project team  

  Enters the project into the Initiative Inventory and Tracking System  

  Adds the project to the Initiative Tracking map in the Management Bridge room, which shows the location of all 

initiatives on the Business Process Framework Map  

  Monitors the progress of all initiatives in the pipeline    

     7.   The progress of all initiatives is reviewed quarterly by the Belding Leadership Team.    

  Change Control Management System Benefi ts 

 The benefi ts of the change control management system include: 

  The reduction of the number of initiatives fl oating around the organization by about two - thirds  

  An almost complete stop to the knee - jerk, quick - fi x,  “ do something ”  responses to ill - defi ned symptoms of poor 

performance  

  Prioritization of projects at the value creation system level  

  Performance  “ problems ”  no longer initiated deep in some functional silo and addressed with some narrow, incom-

plete, or inappropriate  “ solution ”   

  Senior leader visibility into all projects, including those involving IT  

  Belding Leadership Team accountability for the ultimate effectiveness of improvement efforts      

•

•

•

•

•

•

•

•

•

•

•

•

•

•

  Details of the Change Process 

 Let ’ s examine this recommended change process in more detail, phase by phase. Figure  10.2  

presents a picture of the process. The following are brief descriptions of each phase and its 

success factors:   
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  Needs Identifi cation and Assessment Phase 

 This phase produces a description of the gap or potential gap (if this is a preventive effort) 

between actual performance and the level of performance required to achieve business and 

organizational goals and an assessment of the business benefi ts of closing the gap. 

   Key Success Factors 

  Even in situations where the solution is obvious or externally determined, it is important 

to defi ne the needs gap and benefi ts. It is much easier to recognize potential synergies and 

relationships among needs than it is to see synergies and relationships among solutions.  

  Prioritization can and should happen fi rst at the need level based primarily on the busi-

ness benefi ts (versus ROI). The intention is not to drop any needs; they may be combined 

and become a larger need that takes on a higher priority. The value of prioritization is that 

it aligns stakeholder expectations and the sequence of work in the next phase.  

  The assessment should also include analysis of the location of the need in the Value 

Creation Hierarchy. This allows for objective identifi cation of need synergies that span 

multiple functional areas that often use different terminology to describe the same need.     

  Project Scoping Phase 

 The purpose of this phase is to complete an objective assessment of the scope of the project or 

projects that would address a need or set of needs. This phase answers the question of what it 

would take to close the needs gap.  Scope  is defi ned as the anticipated areas that will be affected 

by the change as well as the project structure and estimated time, resources, and budget 

required to execute the change. 

   Key Success Factors 

  The scoping is seen as objective and doesn ’ t produce potential projects with scopes that 

 “ somebody wants to hear. ”  Achieving this objective requires that those conducting the 

scoping are not affi liated with the relevant functional requestor or probable service pro-

vider functions.  

  Solid understanding of the portions of the Value Creation Hierarchy that relate to the 

needs gap — processes, systems and functions — to be closed.  

  Input from representatives of all of the potential service providers. The people leading the 

scoping cannot know everything and should not be expected to be experts in all types of 

change. They should, however, be expert in defi ning project structures and identifying rel-

evant types of change and coordinating questions and inputs from change specialists.  

  Transparency on the status of each need scoped as well as timely and informative feedback to 

relevant requestors. Even the most expert of service providers must be cognizant of the poten-

tial for consternation and dissatisfaction when change requestors are not directly involved in 

the scoping and don ’ t have reliable, readily available information on status of the effort.     

•

•

•

•

•

•

•
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  Project Prioritization Phase s

 These phases produce an objective prioritization or ranking of improvement projects based 

on the benefi ts versus cost to the business to guide the allocation of resources and funding. 

The prioritization happens in two phases: 

     1.    First Pass Prioritization  (performed prior to RPM Phases 1 – 4). The project benefi ts are 

defi ned based on the needs that will be addressed by the project or project set. Instead of 

guessing at the cost of the projects (since analysis and design will follow), the benefi t esti-

mate is a relative assessment of the time and complexity to execute a project of this type or 

projects with similar characteristics. A major benefi t of this approach is that it aligns 

assumptions and expectations among requestors and providers and avoids setting project 

teams up to fail.  

     2.    Second Pass Prioritization  (following RPM Phases 1 – 4). The second pass builds on and 

updates the assessment given in the fi rst pass. The project benefi ts can now be objectively 

rationalized with the knowledge of the specifi c changes to be executed. In addition, the 

time estimate can be updated based on the detailed implementation plan, and the com-

plexity assessment can be replaced by the committed project costs. This assessment of pri-

ority can be signifi cantly different than the fi rst and can sometimes raise questions about 

the  “ wasted effort ”  of conducting RPM Phases 1 – 4 if the project is stopped based on this 

assessment. Nevertheless, the far more expensive phases (5 – 7) are avoided, and projects in 

general have a signifi cantly higher potential for success using the two - pass approach.    

   Key Success Factors 

  Periodically, allowing for relative prioritization (prioritization among a group of projects), 

and situational prioritization, to foster timely decisions of projects that address high -

  priority needs  

  Involvement of senior members of all stakeholder groups (corporate, line, and other func-

tional change requestors as well as service providers)  

  Clear and consistent criteria for prioritization  

  In addition to continued transparency and feedback to requestors, projects given a low pri-

ority include feedback to individual requestors on alternative actions. (One of the greatest 

myths in most organizations that perform project prioritization is that projects that are 

not approved and funded centrally don ’ t happen. In fact, they usually do, by going  “ under-

ground ”  and consuming the organization ’ s resources in ways that are less visible.)     

  Project Planning, Staging, and Scheduling Phase 

 This phase converts the project from a conceptual set of actions and assumptions into a defi ned 

project structure, plan, and schedule while also considering its relationship to other projects, 

organization events, and business cycles. As the name implies, there are three distinct sub - phases: 

•

•

•

•
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     1.    Project Planning . The sponsor and leader roles are named, goals refi ned, risks identifi ed, 

structure defi ned, and execution milestones determined.  

     2.    Project Staging . Optimal timing of projects is determined by factoring in problematic 

organization and business timing impacts, relationships between projects as well as 

intended synergies, and the availability of resources to execute the RPM phases that follow.  

     3.    Project Schedule . With the overall sequence and timing of projects established, the mile-

stones for each individual project can now be placed on the calendar.

In the second Planning, Staging, and Scheduling phase (following RPM phases 1-4), the 

costs can now be estimated with a high degree of certainty for the fi rst time and funding is 

formally approved.    

   Key Success Factors 

  Project Sponsor and Leader roles defi ned for the life of the project and include succession 

plans  

  Project Sponsors actively involved in the project planning  

  Project staging that uses the Value Creation Hierarchy to  “ see ”  project relationships and 

factors upstream versus downstream change relationships into the sequencing approach     

  Change Capacity Planning Phase 

 The resources (internal personnel and external entities) available to conduct change projects 

are identifi ed, capabilities defi ned, and assignments and availability tracked. 

   Key Success Factor 

  Resource capability and availability proactively defi ned and updated to minimize time lost 

to fi nding qualifi ed resources and delaying projects     

  Improvement Projects Portfolio Management Phase 

 This phase is the ongoing management of the organization ’ s improvement initiatives by senior 

individuals representing requestors and solution providers. 

   Key Success Factors 

  Senior team monitors the portfolio and makes adjustments to ensure balance among:  

�   Short - term impact and long - term impact  

�   Problem resolution and opportunity realization  

�   Local, product, business, and corporate needs addressed    

  Senior team oversees the effectiveness and integrity of improvement efforts by:  

•

•

•

•

•

•
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�   Auditing project impact and analyzing gaps between planned and actual project benefi ts 

and costs  

�   Identifying and analyzing project performance issue trends  

�   Identifying and sponsoring actions to address change barriers    

  Senior team uses Value Creation Hierarchy as framework for monitoring:  

�   Linkage between change mix (dollar level and location) and organization and business 

strategy  

�   Linkage/synergies between change projects         

  THE ROLE OF THE PERFORMANCE ARCHITECT 

 We have alluded throughout this book to the  “ process practitioner ”  — a vague appellation for 

the collection of people we have found inside organizations who are performing various kinds 

of  “ process work. ”  They are documenting processes, archiving and managing process data; 

they are organizing, conducting, or leading process improvement projects; they are creating 

models of processes, technologies, and other organizational elements and attempting to use 

these models to affect business design and decision making; they are analyzing future needs 

and designing processes and technologies to enable the desired future; they are educating and 

advising executives, managers, and other key players on the importance of process design 

and management; they are attempting to collaborate across functional and organizational 

lines to improve business results. These people are found in many different areas of organiza-

tions: inside IT shops, in Process Excellence groups, in HR, OD, Quality, Training, Human 

Factors Engineering. In some places, they are isolated believers in process, and in other places, 

they are members of well - defi ned and funded staff groups. 

 We certainly see a lot of potential support inside organizations for process work, but if you 

believe, as we do, that process work is strategic work, we all need to get better organized. The 

diffi culty is that process work requires the skills of many different disciplines — all the ones we 

listed. There is no term that describes the combined competencies of this work so well as that 

of  “ performance architect ”  — because all of the roles listed have in common their interest in 

making a positive impact on organizational performance and their use of architectural tools 

(models and maps) to describe the landscape of their focus. So we suggest that organizations 

should, like Belding Engineering, consider forming their own cross - disciplinary support 

teams, like the VCA Support Team, staffed by Performance Architects to aid their organiza-

tions in the process work of the twenty - fi rst century. 

 The current situation in most organizations is that there are pockets of problem - solving 

expertise scattered among the functional silos of organizations, many of them isolated from 

each other or, alternatively, vying for the attention of senior management. This results in com-

petitive attitudes that lead to counterproductive sub - optimizing behaviors and ineffi cient, 

wasteful projects. 

•
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 Our suspicion is that the dominant Resource Dimension viewpoint that leads to the opti-

mization of functions (at the expense of the larger Value Creation System) is also the primary 

driver for sub - optimizing competitiveness among support functions, all of whom must 

 scrabble for their scraps of funding separately and therefore tend to view each other as rivals 

instead of as allies. 

 What can be done to overcome this imbedded tendency? We recommend the kind of 

change control system we have just described, which has a focus on optimization of the enter-

prise - level Value Creation System. The central fi gures in developing and implementing this 

approach are Performance Architects. These are the people we envision doing the kind of 

process improvement work that we described Sara doing. 

 Process Architects — whose membership would be drawn from multiple disciplines such as 

Six Sigma, Human Resources, Quality, Process Excellence, and so on — do the following kinds 

of work: 

  Documentation of the organization ’ s Value Creation Architecture  

  Analysis, design, redesign, and improvement of the organization ’ s Value Creation System 

(all fi ve levels)  

  Analysis, design, redesign, and improvement of the organization ’ s Performance Planned 

and Management System (all management levels)    

 In short, Performance Architects provide design skills for the two dimensions of the enter-

prise (both value and resources). They support the organization ’ s leaders.  

  CLOSING POINTS 

 To sustain the gains from a VCA defi nition or improvement effort, organizations need a per-

manent approach to managing improvement. The key requirements for a successful approach 

include: a formalized change control process that engages senior executives in identifying, 

choosing, funding and overseeing the improvements that are most critical to long - term orga-

nizational success, and a team of experts who help the executives run this change process.                        

•

•

•
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 We have already said quite a lot about the importance of technology in the 

Value Dimension and the importance of IT, the department, in today ’ s 

organizations. It ’ s hard to make generalizations about IT in business, because 

so much variation and change are going on. 

 In some organizations, IT employees function largely as developers of small solutions at 

Level 5 of the Value Creation Hierarchy, largely taking on projects as they come from func-

tional areas. In other places, however, IT has grown greatly in stature and is seen as helping to 

defi ne the company ’ s future, providing leadership and expertise to make technology a com-

petitive advantage. This is the  “ fl at world ”  of Thomas Friedman and others who see technol-

ogy as an instrument of revolutionary change — indeed the revolution that Michael Hammer 

espoused. In some organizations, IT leaders have recognized that work processes are what IT is 

in the business of enabling, and accordingly have become versed in process design and 

improvement. In other organizations, IT does not comprehend the Value Dimension or con-

fuses BPM the software with BPM the management approach. 

 But process and IT are now inextricably related, and to deal with process requires that the 

role of IT be recognized and addressed. In the next pages, we: 

  Set the stage by describing the nature of the opportunity for IT in the process world  

  Describe the barriers for IT in capitalizing on its opportunity  

  Describe a more effective way that change could happen in organizations, with IT as a crit-

ical player  

  Describe the implications for the work that IT does and how it does that work  

  Explore the internal changes IT would need to make in order to realize this vision of oper-

ating differently     

•

•

•

•

•

                        Process and the IT Department           

C H A P T E R  E L E V E N
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  THE OPPORTUNITY FOR  IT  IN A PROCESS WORLD 

 There are several respects in which IT has a singular opportunity to participate in, and even 

lead, the kind of process work we have been describing. IT is uniquely positioned because of 

four characteristics of its organizational role: (1) its function as task performer and enabler of 

human task performance, (2) its span of infl uence, and its roles as (3) enabler of the Value 

Creation Management system and (4) strategic advisor on technology. 

  Technology as Performer 

 Not long ago, information technology could be described as largely an enabler of process per-

formance. The performers, though, were human beings. Technology was a helpmate to those 

in a process who were using technology to perform tasks or manage the process. But as we 

have said elsewhere in this book, these days technology is as much a performer in many pro-

cesses as it is an enabler of human performers. When systems interface with each other, batch-

ing or sending packets of information, retrieving, auto - checking, they are performing parts 

of the process. Sometimes technology has merely replaced human beings in performing 

 certain tasks, though often faster and more accurately. But just as often, technology can be 

harnessed to perform tasks that no human performer could do manually. 

 So now technology often  is  the performer, which can mean the content of a given process 

is largely technology performing its several tasks. We have worked with many clients on 

process designs that have only two or three swimlanes: one is for the customer; the second is 

for an array of systems that the customer is accessing while, for example, ordering a product 

via the Internet; and the third is for the backend Customer Support organization that may 

have to get involved if something goes wrong. 

 What this means for IT is that it is often the designer of entire business processes — or at 

the very least, always a player and often the chief one. Or it should be.  

  Span of Infl uence 

 IT is one of the relatively few functional departments in most corporations that have a suffi -

ciently broad view to do the kind of Value Dimension design work we have described in this 

book. IT must be able to see across functional boundaries in order to install corporatewide 

systems such as ERP. 

 While other corporate departments also design, install, and maintain corporatewide pro-

grams (think of HR ’ s hiring, compensation, employee relations, and diversity programs, for 

example), these departments are not generally required (though maybe they should be) to 

develop the deep knowledge of how work is performed and how various employees carry out 

their duties that IT must have in order to install effective company - spanning systems.  

  Enabler of the Value Creation Management System 

 In addition to designing, installing, and maintaining the applications, systems, and interfaces that 

help the work get performed in organizations, IT provides key resources to management. The 
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management systems in many organizations are still entirely, or largely, manual. However, there 

are more and more advances in technology that can provide management information at the 

touch of a button. Business intelligence software is helping to turn management processes that 

were once labor intensive, lagging, and plagued with inaccuracies into lean, streamlined sources 

of detailed insight into company operations. IT is the key player in bringing these innovations 

into corporations — designing them or recommending their purchase to senior management.  

  Strategic Advisor of Technology 

 This role has been described in relation to management processes: IT acting as the advisor to 

management on the potential value of innovations in business intelligence tools. On a larger 

scale, IT leaders are moving into a crucial strategic advisory role to top management. As tech-

nology has advanced from enabler to performer, as its promise of work improvement has 

come to be realized more and more, some companies have begun to recognize information 

technology as a potent competitive weapon. And who else is better equipped to provide advice 

and recommendations on how to wield this weapon than the internal IT department? Helping 

an organization articulate its Value Creation Architecture is a concrete way for IT to carry out 

this strategic role. 

 In our own work as process practitioners, we have partnered with many different internal 

specialists who shared our interest in organizational improvement. In the 1980s, those partners 

tended to be inside Training and Development or Organizational Development groups, or in 

Quality and Industrial Engineering. By the 1990s, we began to fi nd allies in other places such as 

the Finance Department. Now IT has the opportunity to play the role those earlier pioneers 

played — of leading the organization into the realm of process design, improvement, and man-

agement on a large scale with the ultimate goal of achieving higher business results. But IT has 

advantages some of those other partners tended to lack: they have technically skilled resources, 

they are valued for their specialized knowledge, and some have the ear of senior executives. If a 

given IT department does not have these advantages, it may be that it has squandered some of 

its capital in ways we describe in the next section of the chapter. But it is not too late to remedy 

the situation if IT takes seriously its unique position to lead the process movement.   

  BARRIERS TO SEIZING OPPORTUNITY 

 There are major barriers to IT seizing the opportunity to realize synergies between Process 

and Information Technology. The barriers fall into four categories: 

     1.   Business ’ s view of the business  

     2.   The IT organization ’ s view of the business  

     3.   Business ’ s view of the IT organization  

     4.   IT ’ s view of itself    
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  Business View of the Business 

 Business ’ s view of the business is the most signifi cant and longest standing of the four major 

barriers. For many reasons, the primary focus of the majority of corporate, line, and other 

managers is not on optimizing the value created by the organization system as a whole. The 

focus instead is on the resource dimension and on the requirements for management of 

resources, which include: 

  Individual performance measurement and rewarding  

  Doling out of incentives  

  Guarding one ’ s boundaries  

  Growing one ’ s resources  

  Career path management    

 Over time, such fi xation on resources inevitably fosters attitudes and behaviors that ham-

per any serious attempts at cross - functional collaboration, or transparency about issues, or 

sharing of information, or sacrifi cing for the  “ greater good. ”  Managers are in their own Human 

Performance System, and if they see themselves as measured on how well they fi ght to get and 

keep resources, they naturally focus on that aspect of business to the eventual detriment of 

other things. In time, nobody (sometimes not even the person at the top) has the ability to 

align functionally controlled resources to address cross - functional changes, because the func-

tions have taken on a self - perpetuating life of their own. Even those who might not be trapped 

in the mind - set of hoarding their own resources may be reluctant to venture beyond their 

functional boundaries for fear of being perceived as treading on the turf of others. 

 The tendency of individual business managers to make their own functional area their pri-

mary focus is logical (it means keeping your sanity and surviving in the corporate storms), but 

it fundamentally limits the organization ’ s ability to optimize value. This worldview comes about 

gradually as organizations grow. Entrepreneurs and managers of start - ups and small businesses 

naturally see and make decisions based on the organization as a whole. But with growth 

comes complexity, and that original view of the organization as a value - producing entity becomes 

covered over with functional organization structures. The result is typically a myopic   “ function ”  

view of the business that taints all business decisions, including the defi nition of process. 

 And the view of organizations as buckets of resources is hard to change, even for people 

who try to bring a process view. Figure  11.1  provides an example of the Rummler toolkit to 

depict a company ’ s value creation system and its key functional areas. (In other words, this is 

an attempt at creating the Value-Resource Map that we showed in Figure  4.1 .) The good: it 

shows how processes link and are part of a larger organization system. The bad: all the  “ pro-

cesses ”  have been placed neatly within functional areas. Why bad? Figure  11.1  suggests that 

each of the processes exists inside a single functional area, even though it is obvious that most 

of the processes are cross - functional in nature. The processes of  “ It designed, ”     “ It  developed, ”  

•

•

•

•

•
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and  “ It supported ”  are all very important to the business and all are cross - functional, yet this 

picture portrays the tendency to see the entire organization as divided into functional silos, 

with every process having its home in a governing functional area.   

 This view of process reinforces the assumption that accountability for process performance 

should be functional. We might think that all we need are functional SLAs to ensure the orga-

nization performs effectively as a total system of processes — except that it won ’ t perform 

effectively because the  “ total system ”  is not recognized and managed for value. We lose the 

primary reason for recognizing, understanding, improving, and managing processes. Processes 

are the mechanism that link and combine the functional capabilities  across  the organization 

to create value for the business and customers. 

 Yet although this view is fl awed, many people prefer the processes - within - functions view 

because it seems easier to get one ’ s arms around it and take action, and it avoids having to 

involve the entire horizontal organization. However, by placing processes within functions we 

are doing little more than linking sets of activities within existing functions. Not a lot of added 

value there. 

 How does this view, where it exists, serve to hamper the effectiveness of IT? If the IT 

department ’ s many clients view themselves as largely independent functions who want things 

from IT regardless of what others may want, IT can end up in the near - hopeless position of 

trying to engender cross - functional collaboration where nobody wants it, of trying to lead 

 Figure 11.1 Example of Functionally Focused Value-Resource Map 
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organization-wide initiatives that are bound to be undermined by parochial interests. 

A thankless role, to say the least.  

  The  IT  Organization ’ s View of the Business 

 The IT organization ’ s view of the business predates its relatively newfound mandate to cham-

pion processes. Because information systems have many characteristics in common with pro-

cesses (that is, both span functional boundaries), in many places, the IT organization does try 

to take a  “ corporate view ”  of the business, but in most companies it has a history of frustra-

tion in trying to foster such a view. IT leaders fi nd themselves in continual battle to head off 

efforts by business leaders to make decisions that optimize the short term and sub -  optimize 

the long term. 

 Again and again, these are the questions that plague IT when it is dealing with a collection 

of functionally oriented managers as stakeholders: 

     1.   How do we get the stakeholders to recognize the greater business need?  

     2.   What do we do when the stakeholders don ’ t agree and won ’ t compromise on their individ-

ual functionally oriented requirements?    

 Some IT organizations have responded to these challenges by aligning their own structure 

and resources to the functional structure of the business. And while being  “ responsive ”  to 

stakeholders is important, accepting a functionally oriented view of the business has many 

impacts, good and bad: 

     1.    Good:  It makes it easier to align efforts and resources to the needs of individual functional 

stakeholders (thus avoiding countless  Dilbert  references to the customer ’ s inability to 

defi ne requirements by putting people in place that can do it for them).  

     2.    Bad:  It avoids questions of what ’ s in the best interests of the business and longer - term 

business impacts and runs the risk of making functional sub - optimization easier.    

 There are two sides to the so - called IT – Business Gap. The business does not tend to view 

itself as a system. The value view is not the predominant view — instead, the resource view is. 

So can we then expect that IT would do anything other than align to that view in its quest to 

align to the business? If you look inside most IT organizations you will fi nd Business Analysts, 

Functional Analysts, and Application Support Groups or  “ Domains ”  that neatly align to the 

resource/function view of the organizations they serve. And you would not be surprised to 

learn that the various IT departments also interact with each other in a generally siloed fash-

ion, because their loyalties tend to lie with their functional clients. This has led to: 

  IT Applications are functionally aligned: the Sales System, Finance system, Procurement 

System, HR system, and so on. (Even SAP modules are aligned this way.)  

•
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  IT now has many individual clients to serve — Sales, HR, Finance — and, in desperation, 

often uses fi rst come/fi rst served as its principle for choosing projects rather than any ratio-

nale based on business value.  

  IT does not have a client that represents the business, save for the top executive.  

  Projects are either funded by IT itself or come out of one of the client ’ s budgets.    

 As Geary Rummler commented while he listened to example upon example of the fabled 

 “ gap ”  between business and IT:  “ It sounds like there is no gap at all. The business sees itself as 

a bunch of functional areas and so that ’ s exactly how IT sees them. Perfect alignment. ”  

 To see how this domain approach can impede progress, we look at the example of an insur-

ance organization that was trying to make the transition to a process approach in their IT 

work. They had spent some signifi cant time reorganizing their business analysts into a set of 

new domains, which made them responsible for all of the organization ’ s processes. But a close 

look at this new process/domain architecture made it clear that it was essentially a function/

resource view. 

 An example from this company ’ s own industry showed how a major part of their work 

(that is, underwriting) was in fact not a process but a collection of activities scattered across the 

three Value Creation Processing Sub - Systems of  “ Launched, ”     “ Sold, ”  and  “ Delivered. ”  Adding a 

domain structure on top would clarify nothing; instead it would further confuse matters. 

 In many other organizations, the IT – business gap is addressed by  “ governance ”  overlays, 

but instead of fi xing or clarifying anything, these layering approaches risk making the gap 

worse by confusing the relationship between line and staff.  

  Business ’ s View of the  IT  Organization 

 In the same way that the IT organization ’ s view of the business predates its role as process 

champion, so does the business ’ s view of the IT organization. 

 The fact that there are many synergies between process and information technology is 

often lost on stakeholders who habitually contact the IT organization only for hardware and 

information systems needs. In many cases they have learned that they need to have already 

defi ned and analyzed their processes in order to satisfy IT ’ s up - front questions and business 

case requirements. Asking them to come to IT when they fi rst recognize a need to change or 

improve a process requires unlearning behaviors that were years in the making. 

 In some organizations, the view of IT by business leaders amounts to a kind of  “ magical 

thinking. ”  Because information technology is so complex and fast moving, it is an area of 

mystery to many managers. Their reluctance to understand IT is perpetuated by the behavior 

of some IT practitioners themselves who indulge in arcane language and concepts and clan-

nish behavior. To some senior executives, IT is like Merlin the Magician, an expert in dark arts 

whose actual practices you don ’ t really want to know. When a manager has a request, he or 

she travels reluctantly down the hallway to knock on Merlin ’ s closed door, make the request, 

•

•

•
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and stuff money under the door. The manager doesn ’ t want to know what Merlin does, but 

always wants faster, cheaper, better stuff and lots of it. And given those unrealistic expecta-

tions, the manager often ends up disappointed. 

 IT provides IT solutions. So before knocking on IT ’ s door and asking for help, the business 

leader must fi rst know that an IT solution to the business problem is needed. All one need do 

is look at the Effective Process Framework (Figure  11.2 ) to realize that the successful resolu-

tion to a business issue is likely to need more than IT ’ s involvement. But where do you go for 

the  “ general contractor ”  of business solutions?   

 Figure 11.2 The Effective Process Framework 
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 More and more organizations are putting a  “ process - front end ”  on making business 

change. This has the potential to make solutions more process based, but these process shops 

tend to put the emphasis where they have expertise. If they are housed in IT, their focus is a 

process front end to IT - oriented change. If they are housed in HR, the focus is a process front 

end to an OD or training solution. 

 And when IT implements a systems change that affects process and thereby some other 

discipline, they can have a diffi cult time tapping into the required resources — from HR, from 

the client organization, from fi nance — if they have had a practice of holding themselves apart 

from other corporate players. 

 A fundamental impediment can be the lack of a partnering relationship between the busi-

ness and the IT organization that a mere willingness to understand and improve processes 

and assignment of  “ business partners ”  will not easily undo. Even IT people talk casually about 

 “ business versus IT, ”  revealing the common acceptance that IT is not always seen as a member 

of  “ the business, ”  but is somehow set apart and focused on its own preoccupations. 

 An effective partnering relationship between IT and business would require new roles and 

behaviors with different skill sets (as described in the discussion about the Performance 

Architect in Chapter  Ten ) in the IT organization to enable it go beyond its current state and to 

bring new perspectives and performance improvement and management concepts to the 

business. And just as important, it requires a new behavior of business leaders to engage with 

IT with realistic expectations and a willingness to manage the relationship. If this relationship 

is not established, the full potential of BPM will never be realized.  

   IT  ’ s View of Itself 

 Despite the many synergies between process and information technology, they are very differ-

ent subjects that require different perspectives and expertise. In many IT organizations, adopt-

ing a process approach has been limited to acquiring an IT tool and templates for documenting 

and retrieving processes. If this is all that gets achieved, the potential of BPM will not be real-

ized. The very fact that in many cases  “ process ”  is a new mandate that IT is  “ selling ”  to the 

organization causes it to err on oversimplifi cation, corner cutting, and integration with cur-

rent practices instead of adequately explaining the potential benefi t to the business. 

 How IT goes about its work of designing systems and applications is also hampered by its 

functionally focused view. In the same insurance company IT shop described earlier, once a 

project has completed the requirements phase, there is no more responsibility or accountability 

for that project within the group. It all shifts to the next silo in the line — the application devel-

opment groups — so any insight into how the process should work stays locked in the silo and 

one can only hope that the requirements documents somehow refl ect what needs to be done. 

 In organizations where resources are the fi xation, getting resources (that is, the budget) 

becomes all important to business managers and IT alike. Most of the IT portfolio management 

practices we have seen have a common feature of project approval/go ahead based on ROI. This 

presents an immediate impediment to taking our approach to improvement projects. 
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 ROI assumes you know both the benefi t and the cost of a particular project. In order to 

know or estimate the costs, you must already know what the solution is. Thus, most IT proj-

ects are funded projects to implement a predetermined solution. At one company, even the 

brief initiation document that described a project at only the highest level of detail required 

the proposed IT system to be listed. 

 This contributes to the idea that analysis is not really needed — we already know the solu-

tion. It may sound obvious, but for a number of organizations, this realization about funding 

practices was the explanation of why they had had such a hard time taking a process approach 

to their work. Instead of starting from a solution - neutral position, they had been trying to 

reverse engineer the projects from the predetermined IT solutions to a full process design. 

 In another organization, we noticed that because projects were funded as IT projects, any 

other process issues that were found during analysis could be resolved only if they could fi t 

under the same budget. This meant that many process problems were going to be ignored. 

And even when non – IT solutions were identifi ed, the project team had diffi culty in fi nding 

the resource to manage and implement the solution, because it did not have partnerships 

with training, HR, and others. 

 There is a better way for IT to do its work, but it will take many changes. We think it is an 

urgent issue for IT and we are not alone  . . . .   

  IMPLICATIONS 

 If the IT department is to operate as we have described in this chapter (that is, as an effective 

partner to business, as a guide in the wise application of technology to business needs, as a 

leader in designing and managing the business as a Value Machine), there are implications in 

the following areas: 

  How IT executes its strategic role  

  How IT defi nes process/workfl ow  

  How IT defi nes work  

  How IT defi nes requirements for systems being developed  

  What IT ’ s role is in improvement projects  

  How IT structures itself and interacts with other partners in making changes  

  How IT projects are funded  

  How IT is held accountable for performance    

   IT  ’ s Strategic Role 

 Because technology has become so important to the strategic aims of many companies, IT 

departments have become (or have the potential to be) critical players, even leaders, in 

•

•

•

•

•

•

•

•
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 establishing or redirecting the strategies of the businesses they serve. To carry out this role in 

a structured, thorough way, IT leadership should consider taking the lead in defi ning the 

Value Dimension of the business. This can be done by documenting the  “ is ”  Value Creation 

Architecture of a given business, and then leading the design of a  “ should ”  VCA that guides 

the strategic and tactical decisions of management, including decisions about technology 

development, deployment, and maintenance.  

  Depicting Process/Workfl ow 

 IT has always seen the value of capturing, defi ning, designing workfl ow as it relates to infor-

mation systems. They rightly realize that they must understand how the work fl ows if they are 

to design/redesign the system so that it supports or enables the work. Accordingly, most IT 

groups have emphasized various forms of workfl ow mapping as a part of their work. 

Unfortunately, this is not the  “ fl ow of work ”  as we mean  work  in a value creation context. 

 IT workfl ow diagrams are usually at the lowest level of the Value Creation Hierarchy 

(Figure  11.3 ) — at Level 5 or below. The content is heavily procedural usually detailed infor-

mation describing the interface between a user and the system, because ultimately that is the 

level of detail needed to build and maintain an IT system (code).   

 IT workfl ow maps often contain odd phenomena, put there because they make sense to IT 

but not to ordinary business users. For example, IT workfl ow maps often mislabel a repeatable 

routine as a process. In the course of working in any one of a number of processes, a performer 

may send an e - mail. IT would like to have one universal set of requirements for e - mail sending, 

so the tendency is to treat that activity as a process and try to arrive at one set of requirements. 

 Another example comes from Accounts Payable: while we may have one Accounts Payable 

system, do we really want the same process for paying critical vendors for scarce raw materials 

 Figure 11.3 Level at Which Workfl ow Mapping Is Performed 
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as we do for paying the vendor who provides light bulbs and copy paper? Looked at in a value 

creation context, these are not the same process, but they may have some things in common. 

But IT is likely to label these two different situations as the  “ Accounts Payable Process. ”  

 In an IT workfl ow map, the fl ow is not the fl ow of work but a view of what the technology 

is doing in the process. IT generally tries to depict all of the interfaces and instances that a 

user or group of users has with a system, so the resulting map may not really be a process 

sequence (in a value milestone context). IT is quite simply trying to answer the question, 

 “ What are all the things that the human wants the system to do or the system does during 

these interactions? ”  This approach to workfl ow design may indeed optimize the technology 

or job effi ciency, but neither necessarily optimizes value. And often in an IT workfl ow map, 

the work being depicted is parts of several processes. But the maps don ’ t make that clear 

because they focus only on system.  

   IT  ’ s Approach to Defi ning Work 

 Most IT organizations use SMEs (subject matter experts, usually users) to help when defi ning 

and redesigning processes, but this can lead to problems: 

  The SMEs usually have a siloed functional view of the work. In fact IT often has a more 

cross - functional view because more and more systems cut across the work of several func-

tions (for example, ERP systems).  

  The SMEs will tell you only a user perspective at the job level. This is encouraged by the 

fact that IT wants this level of detail.  

  The SMEs usually don ’ t recognize that they may be working in several processes (it is just 

their job).  

  The SMEs will state all of the requirements for themselves and their job and few, if any, of 

the requirements of those who work downstream in the process. They often have no idea 

what happens next in the process.  

  Even if IT engages SMEs from several functions, the designs typically end up as the sum of 

all of the functional bits.    

 The fact is, SME teams often don ’ t feel empowered to redesign the process. They view their 

role (and they are told as much) as to help redesign what the system will do for them in 

their job. The focus is on the system, so nobody is looking for opportunities to address non-

system issues with the process. And as we described earlier, very often only systems work is 

within scope of the funding for the project, so other ideas couldn ’ t be implemented anyway. 

 The result is that typical IT workfl ow maps do not provide enough context to understand 

the work, to make good  process  design decisions that then drive good systems decisions. It is 

an incomplete context upon which to base process design decisions, including the role of IT 

in the process. 

•

•

•

•

•
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 It takes a value - centric view to understand how the system should be supporting the 

achievement of a value milestone or several value milestones. On that basis you can make bet-

ter tradeoffs and decisions about the functionalities required, how much reuse and standard-

ization versus supporting unique instances, and all other design decisions. 

 Yes, once you have the value context and have made those high - level decisions, you still 

need to drive the level of detail down to individual users, use cases, scenarios, but now you are 

doing it in the context of the business as a Value Machine. 

 In summary, many IT practitioners need to consider changing their approach to defi ning, 

documenting, and redesigning work — in short, documenting the value context fi rst and then 

linking the necessary IT information fl ows, use cases, and other documentation to that value 

context. 

 The value context view needs to be a business view, so it is critical that the business leaders 

participate in the building of the Value Creation Architecture. IT can guide this work — but it 

cannot own this view of the business. Real  business  process maps should be the linking point 

for all IT work and documents  .

   IT  ’ s Approach to Requirements Defi nition 

 Requirements gathering should begin with an understanding of the value view of the work. 

 We have seen many approaches to requirements defi nition, but most large IT projects 

include some process defi nition and design in the requirements phase. We have already dis-

cussed the workfl ow mapping that is a part of this work. In addition we have observed the fol-

lowing approaches that tend to get in the way of getting to a good set of system requirements 

that are linked to process requirements.   

   A functional approach . Separate SME groups (users from the business) and Domain 

groups (IT system groups), all working on one process, deciding to hold independent 

meetings to develop requirements for each domain/functional group and then leaving the 

domain groups to fi gure out the interface issues. Amazingly enough, this well - intended 

effort began with a high - level cross - functional process map, but then the team members 

took each box on the map and drilled down separately all the way to the lowest level of 

detail. Out of these excruciating (not to mention inconsistent) pieces, the domain groups 

were expected to reassemble the whole process. Instead, they defaulted to building a few 

interfaces here and there, ones already predetermined to be needed.  

   IT representing the business . The practice of insulating the business from interactions 

with IT on projects (Don ’ t bother the business people — they are too valuable and busy!), 

through the use of Business Analysts to represent the business ’ s needs and requirements. 

From what we have observed, most of the Business Analysts have IT backgrounds, not 

business backgrounds. They are also usually not empowered to make any decisions beyond 

system decisions, so they have to ignore most of the Effective Process Framework.  

•

•
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   Ineffective toolsets for working with the business . Use of nonvisual tools (prose docu-

ments, gargantuan lists) to elicit and document requirements. Teams we have interviewed 

have admitted that there was such a sea of words that they sometimes didn ’ t know what 

they were validating and signing off on; they just wanted to stop the madness.  

   Technical decisions in advance of process designs . We have observed project teams that 

complete the technical deliverables fi rst and then build the process around them. We even 

know of some organizations where this is a formal handoff from IT to the training devel-

opment group. T & D then builds the training and process pieces because they need to train 

in a process context. These IT groups recognize that their work is impacting process and so 

this is their way of addressing process, but we would say the approach is backward.    

 We think that good system design needs to begin with process design — process in a value 

context. The cross - functional process map is the place to begin requirements defi nition. It is 

only at that level that 

  Work can be judged to be value adding (Could steps/work be eliminated?) and potentially 

providing competitive advantage.  

  The best performer to do the work (skills/costs/fl exibility) can be determined.  

  The tradeoffs between what the human should do and what the system should do can be 

effectively decided.    

 Those tradeoffs ultimately determine what technology ’ s role should be in a process or task, 

what it does, how much should be automated, and so on. For the design of any given work 

task or process, the designer (or let ’ s call him or her the Performance Architect) can follow 

this logic: 

  I can apply human skill, knowledge, or capability to the work to get it done.    

  Or    

  I can apply technology to get it done.    

  Or    

  I can apply a combination of the two.    

 How would I know the best way? I should consider the availability and cost of the resource 

for sure, but also the following: 

  Is the work primarily algorithmic or heuristic? (Algorithmic lends itself more easily to 

technology.)  

•

•

•

•

•

•
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  Is the work subject to compliance requirements? (Which will be easier to engineer for 

compliance, ensure compliance, and prove compliance? How much risk is there?)  

  Does competitive advantage dictate which way I should go? If speed is the competitive advan-

tage, which is faster for this work — human or technology? If fl exibility is the advantage, 

which can react faster — human or technology?  

  How adaptive does this work need to be? We are doing it this way for our given products/

services and situation today, but do we foresee the need to be able to quickly adapt this 

work to new circumstances in the near future? Which will be easier to reconfi gure/adapt—   

a human work system or technology?  

  Is there a management consideration? Will one option provide better insight into the pro-

cess than the other, making it easier to manage? The system might provide data, but the 

work is also happening in a black box, with no human to see, or watch, or ask.    

 A need for rational design tradeoffs makes eminent sense if you spend any amount of time 

in the bowels of IT, watching the designers attempt to make thousands of little changes to 

hardcoded work systems to accommodate or adapt to a new requirement for the business. 

You look at all that work and think,  “ An old manual system would have cost ten times less to 

change and deploy and been ten times faster. ”  Sometimes nobody appears to consider that 

when they tally up the savings (headcount) for an automated process. 

 Contrast that to organizations that have taken the Value Creation Architecture approach to 

their business issues:  “ I think that the process information can nicely fi t into the Use Case 

models underway in the [ … ] group, which is already connected to system models and code. 

So, in essence, we should be able to trace your process work down to code. Very cool. ”   

   IT  ’ s Role in Improvement Projects 

 IT has many roles to play in an improvement project, and it requires different authorities and 

different skill sets. If we look at our RPM methodology and compare the role of the business 

and the role that IT should play in the project, we can see parallels and critical points of col-

laboration (Figure  11.4 ): 

  During the Align Phase, it is critical that both IT and the business provide vision and con-

straints. IT must bring the technology strategy to bear and both paint the possibilities as 

well as state the boundaries of what technology can do for any given process. The IT strate-

gist and Enterprise Architects need to collaborate in this role.  

  Early in the Analysis Phase, different skill sets are needed from IT. The experts in the sys-

tems that currently support the process must help to create the as - is picture and voice what 

is and is not working well in the current process. Later, during the  “ should ”  strategy ses-

sions and throughout the Design Phase, we need the visionary thinkers back on the team as 

well as those who have expertise in existing technologies that possibly could be leveraged.  

•

•

•

•

•

•
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  During the Build, Enable, and Adopt phases, we bring to bear all the specialized IT resources 

required to construct, confi gure, test, and so on. This is where RUP and other IT - specifi c 

development methodologies can kick in.      

 The fact is that IT needs partners in the  “ change business. ”  In organizations in which the 

primary portfolio of change is in IT, there is the opportunity for IT to lead the way in building 

the required alliances with the other internal business partners required to bring about effec-

tive change, including: 

•

 Figure 11.4 RPM Methodology with Business and IT Roles 

1. Align 2. Analysis 3. Design 4. Commit 5. Build 6. Enable 7. Adopt

1.
1 

P
ro

je
ct

 D
ef

in
it

io
n

1.
2 

P
ro

je
ct

 O
rg

an
iz

at
io

n

2.
1 

P
ro

ce
ss

 A
n

al
ys

is

2.
2 

Sh
ou

ld
 S

tr
at

eg
y 

D
ev

el
op

m
en

t

3.
1 

P
ro

ce
ss

 D
es

ig
n

 a
n

d
 T

es
ti

n
g

3.
2 

P
ro

ce
ss

 M
an

ag
em

en
t 

D
es

ig
n

 a
n

d 
Te

st
in

g

3.
3 

C
h

an
ge

 A
ss

es
sm

en
t 

an
d 

P
la

n
n

in
g

5.
1 

D
et

ai
le

d
 D

es
ig

n

5.
2 

D
ev

el
op

5.
3 

Te
st

5.
4 

So
lu

ti
on

 P
re

pa
ra

ti
on

4.
0 

C
om

m
it

6.
1 

P
re

pa
re

6.
2 

In
te

rn
al

 L
au

n
ch

7.
1 

C
u

t-
O

ve
r

7.
2 

St
ab

ili
ze

7.
3 

O
p

er
at

e

Business Role

Technology Role

Process Changes Detail, Build, and ImplementDirection SME Design

• Link to business
  strategy
• Goals

• How the 
  current
  process 
  works

• Process design
  (what, how, who)
• Management
  system design

• Job level, Management system detail
• Supporting policies, systems and so on
• Partner with support functions (HR, Legal, and so on) 
  as needed

RUP and Other Development MethodologiesDirection SME Architect

• Tech/Arch vision
• Tech constraints

• Current use
  of Tech

• Alternatives
• Architecture

• Specify solution
• Construct, test, transition and so on
• Integrate with other process changes

c11.indd   226c11.indd   226 10/26/09   12:51:16 PM10/26/09   12:51:16 PM



Process and the IT Department 227

  Linking up with Six Sigma and other process excellence groups  

  Leveraging the shared Value Creation Architecture view of the business — the basis for a 

common view and language  

  Determining how the methodologies link together and how roles will play out during an 

improvement project  

  Using a process approach to improvement before determining and contracting for specifi c 

solutions     

   IT  ’ s Approach to Funding Change 

 We have already described the predominant ROI funding model for IT portfolio manage-

ment. We now describe the alternative. 

 We propose that the portfolio in the future needs to be approved on a different basis (not 

ROI). Improvement projects should be chosen on the basis of the value to the business of 

solving a business issue (for example, increased sales, decreased abandonments, decreased 

costs, and so on). Let ’ s call this Business Case #1: It does not assume anything about the nature 

of the solution. Instead, the funding is for determining and designing the solution (Phases 1 – 4 — 

Align through Adopt — in the Rummler Process Methodology). 

 Once the solution is known, the project is approved for the building and implementation 

of the solution (more likely the solution set). Only then can you have a full ROI - based busi-

ness case. Let ’ s call this Business Case 2. This approach allows the project to be solution neu-

tral enough to determine the best solution given the needs and constraints.  

   IT  ’ s Accountability 

 In the IT organizations that have made this kind of change, accountabilities have also changed. 

Traditionally, a large part of IT accountability has to do with bringing in projects on time and 

on budget. We have seen the Project Management Offi ce run - amok version of this in action on 

several projects, where the ultimate and only goal becomes to get the project done in time and 

on budget in spite of the solution quality. The result was argument about whether IT missed 

requirements or the business didn ’ t state requirements, or some other endless fi nger pointing. 

 In this new process - centric approach, IT, along with the other partnering solution provid-

ers, is held accountable for process results. 

 We see this opportunity for IT as a challenge but worth the uphill climb. Much of our work 

in the past few years has been focused there, and we continue to seek opportunities to help 

organizations make this shift. 

 For example, a developer in an organization whose primary business is software develop-

ment wrote to us:   

 It is sort of cool isn ’ t it.  B  We ’ ve worked hard on making sure that we have complete 

traceability from Strategy  -  >  Process Framework  -  >  Process -     >    Requirements  -  >  Use 

•

•

•

•
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Cases -  >  Information Models  -  >  Service Layers  -  >  Code. If you ’ ve worked here a 

while, you know that the last item is the one most folks care about, but w/o the rest 

it ’ s a tough sell in the long run. It ’ s the kind of story we should be able to tell all across 

the business! Your team ’ s work has really helped bridge the gap from  Strategy  to  Code . 

There ’ s probably a book title in there somewhere.  B  We ’ re getting ready to start blue-

printing this whole process so we can replicate it — we need to start showing this to 

more execs!                                 
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 In this fi nal chapter, we revisit our reasons for writing this book and our hope 

for its usefulness. We point out what we consider to be the  “ big ideas ”  con-

tained in these pages. 

 We also point out what we believe are the important implications of the contents of this 

book for two parties. The fi rst is the staff organizations that, together, have the potential to 

redirect the process movement in a more productive direction and their leadership. The other 

key party is, of course, the executives and managers of the organizations that can benefi t from 

a better way to understand and utilize the power of process.  

  WHY THIS BOOK 

 This book was written in response to the many requests that Geary Rummler and his partners 

received for a follow - up to  Improving Performance , and we also came to see it as a way of shar-

ing our experiences and observations about the process movement since that book was pub-

lished. This book was meant to catch up with you and to continue a conversation started in 

1990, when the early promise of process design and improvement was just beginning to be 

glimpsed. Since that early conversation, much has happened to pull the concept of process in 

different directions — some good, some not. So one purpose of this book was to identify those 

infl uences, critique them, and try to put them into perspective — in particular, in the perspec-

tive of the ultimate purpose of organizations, which is to create and sustain value. 

 The other purpose was to point a way forward, for those who continue to believe, as we do, 

that the concept of process — design, improvement, and management — is still the greatest 

management idea to come along in a hundred years.  

      Summary          

C H A P T E R  T W E L V E
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  THE  “ BIG IDEAS ”  

 This book has succeeded if it convinced you of the importance of the following ideas and 

concepts. 

  Value Creation 

 Process is the fundamental building block for defi ning and organizing the work required to 

create value. As such, it is the vehicle for articulating the Value Creation Dimension of an 

enterprise so it can be: 

   Properly designed  for effective, effi cient performance and possible competitive advantage  

   Managed  for optimum performance  

   Supported  effectively (that is, by IT and other enabling groups)    

 There are two dimensions to every organization — the value dimension and the resource 

dimension — that need to be designed and managed in concert for optimum organizational 

results.  

  The Value Creation Hierarchy 

 The  Value Creation Hierarchy  is a framework for identifying and defi ning processes and their 

relationships. The hierarchy can be made visible with the tools contained in the  Value Creation 

Architecture .  

  The Effective Process Framework 

 The Effective Process Framework (EPF) identifi es the variables affecting the performance 

(that is, results produced) of any process, regardless of the level in the Value Creation 

Architecture. The EPF is a valuable tool for: 

  Troubleshooting why a process is failing  

  Designing a new process      

   RPM  METHODOLOGY 

 Based on these three  “ big ideas, ”  the Rummler Process Methodology (RPM) is a methodology 

for systematically defi ning, designing, improving, or managing a: 

  Sub - process  

  Single process  

�   Primary  

•

•

•

•

•

•

•
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 �   Contributing    

  Multiple processes or sub - systems  

  Entire business    

  Value Creation — Managed Organization 

 The move to a Process - Centered Organization is really a move to a  Value Creation–  Managed 

Organization . As such, there are two parts to this transformation: 

     1.   The  design  of an effective Value Creation System (that is, by building a Value Creation 

Architecture)  

     2.   The  management  of the VCS    

 This book is focused on the fi rst of these; our companion book for managers is focused on 

the second.  

  The Performance Architect 

 The expertise we are calling the  Performance Architect  guides an enterprise as it articulates its 

Value Creation Dimension, improves process performance, and moves toward Value Creation 

Management. Information Technology can provide a most valuable contribution to the 

Performance Architect role because IT advises on the strategic potential of technology and 

develops and maintains technology that can be an essential element in both process perfor-

mance and Value Creation Management.   

  IMPLICATIONS 

 We see the implications of this book and its contents as of greatest importance for two 

 “ groups. ”  The fi rst group includes those staff organizations that could potentially take on the 

role of Performance Architects and do the kind of process work we have been describing. The 

second group comprises those people for whom such work should be performed — that is, for 

the managers and leaders of organizations. 

  Potential Performance Architects 

 We have described Performance Architects as coming from various disciplines inside 

 companies — from the classic functional staffs of IT, HR, Training, Quality, OD, Industrial 

Engineering, and from the newer, process - oriented groups calling themselves Process 

Excellence, Six Sigma, and the like. None of these groups by itself is suffi ciently broad in its 

skills and experience to guide an enterprise in defi ning its Value Creation System as we have 

outlined it; such work requires collaborative effort across these disciplines and in close part-

nership with the business they help. 

•

•
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 All of these disciplines can bring something to the party. Next we group these disciplines 

and summarize their special contributions in light of our arguments that in today ’ s organiza-

tions, the performer is either a human being with a computer or a network of computers. 

  Information Technology   We have said a great deal about the shortcomings of IT and its 

credibility issues with the business side, but, on the other hand, we have recognized how criti-

cal IT has become to process performance and overall organizational success. We realize there 

are IT organizations that are heading in a new direction. If it so wishes, IT could take the lead 

in collaborating with the other disciplines to educate and guide leaders in the design and 

management of their organizational Value Creation Systems. But this would require an end to 

fi xating on technology and instead fully joining the business team.  

  Human Resources, Training, Organizational Development   This collection of functional 

specialists tends to concentrate on the human performers and their managers. They offer 

advice, tools, methods, and systems to deal with what is often called the  “ soft side ”  of business. 

Fair enough, this side needs plenty of attention and always will, unless everyone is automated 

out of a job. But in order to be effective performance architects, these specialists need as much 

as IT does to become knowledgeable about the business and, probably even more challenging 

to some in these ranks, to become knowledgeable about technology. 

 There are some practitioners who insist that their focus is on  “ human performance tech-

nology, ”  but if you accept the fact that most human performers in business can ’ t do their jobs 

today without information technology, you can ’ t be very helpful if you don ’ t understand what 

affects human performance. Technology is one of the biggest of those effects — witness any 

employee doing virtually any job in any organization.  

  Quality, Industrial Engineering, Human Factors Engineering   These were the original 

process experts. Many of the tools and concepts of the process movement of the 1980s and 

1990s were not, of course, new; they were derived from industrial engineering. These folks 

were largely focused on manufacturing processes, but so many of their insights — about pro-

cess fl ow, bottlenecks, value - added steps, and so on — have migrated to nonmanufacturing 

organizations that you don ’ t hear the argument as much anymore,  “ Well, this stuff is great for 

manufacturing, but not for us. ”  

 Where these groups could make a contribution today, however, is in the area of 

 technology — specifi cally regarding the so - called business – IT gap. They are experts in improv-

ing the interaction between  “ man and machine. ”  Fifty years ago, the machine may have been a 

lathe or a drill press; today, it ’ s a laptop. But the principles these specialists have used for 

decades to understand and redesign the workplace for optimum performance are a potential 

gold mine for IT developers. If only collaboration would happen.   
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  Business Management 

 The second audience for this book is of course the executives and managers who lead organi-

zations. The Performance Architects we hope are inspired to act because of this book can 

accomplish little unless the leaders of their organizations see the need for their help. And that 

will happen only if the leaders agree to the fundamentals we propose: 

  That the purpose of a business is to create and deliver value  

  That processes are the chief means to create and deliver that value  

  That process performance has to be carefully designed and managed  

  That the task of management is to design and manage both the value and the resource 

dimensions of their organization, thus ensuring consistent, predictable results    

 Our companion book directly addresses the role of senior leaders in value creation and 

management. We hope we have said enough here to convince those leaders of the importance 

of process and the possible opportunities it provides. 

 What can you do to practice what we outline in this book? Find a serious sponsor — some-

one who agrees that value is organizational mission and he or she could use your help. That ’ s 

where we started.            

•

•

•

•
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      IT ’ S NOT OVER  . . .           

 For devotees of Geary Rummler — and there are many such  “ Rummlerites ”  — it may be natu-

ral to wonder whether the publication of this book also signals the end of his work. That will 

not be the case. 

 The partners at the Performance Design Lab, Geary ’ s fi nal company, sorely miss him, and 

they fully intend to carry on his legacy in a variety of ways: 

  One is the publication of this book.  

  Another is the publication of the companion book for executives and managers.  

  And the third is a continued use and development of his concepts, tools and methods.    

 Geary always believed that there was something more to be learned by trying new ideas or 

pushing existing ideas in new directions — and so we endeavor to continue that way.               

A F T E R W O R D
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  BPF   Business Process Framework  

  CBI   Critical Business Issue  

  EPF   Effective Process Framework  

  HPS   Human Performance System  

  RPM   Rummler Process Methodology  

  TPS   Technology Performance System  

  VCA   Value Creation Architecture  

  VCH   Value Creation Hierarchy  

  VCS   Value Creation System            

      L I S T  O F  A C R O N Y M S            
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  CHAPTER ONE: THE SILVER ANNIVERSARY OF PROCESS  
 1. Today, the association is known as the International Society of Performance Improvement (ISPI).   
 2. Some early readers of this book have expressed concern about citing Motorola, Inc., as a paragon of 

process excellence, given its business ups and downs since its days of triumph in the 1980s and early 
1990s. We think, however, that the saga of Motorola validates one of the major tenets of this book 
and our work with organizations: all organizations must be adaptive to changes in their external 
environment — adapt or die. 

 Certainly there is still much to learn and to emulate from Motorola as it transformed itself from 
a troubled company to one of the leading corporations to take on the Japanese economic jugger-
naut. That story is still true, and still worth studying. If we were to establish a rule of thumb not to 
pay any heed to companies that once were strong and then were troubled, we would have virtually 
no companies to study. And it ’ s not just Motorola that has had its diffi culties. As others have pointed 
out, many of the companies cited in such books as  In Search of Excellence  and in  Good to Great  have 
suffered setbacks since their glorifi cation in those books. Then do we cite nobody? 

 We have also been urged by some readers to render an opinion on the reasons Motorola has had 
problems, since they adopted what we, to exaggerate a little, seem to be describing as the eternal 
passkeys to success. Some readers even venture to ascribe Motorola ’ s diffi culties to those very prac-
tices (that is, Six Sigma). But from what we can surmise through reading and talking with other 
Motorola watchers, the company ’ s diffi culties have had nothing to do with Six Sigma. Their biggest 
mistake was in the mid - 1990s, when they tarried in making a decision about whether to get into 
digital cell phones, while Nokia snuck behind them and took away a huge swath of market share. 
That was a leadership problem, in other words. Yes, a solidly designed management system will aid 
leaders in making decisions — but make them, they must. There was, in fact, a different generation 
of leaders at the helm in Motorola by that time, and we know from sad experience that an incoming 
leadership team can dismantle a management system a whole lot faster than they can build one.   

 3. Geary A. Rummler and Alan P. Brache,  Improving Performance: How to Manage the White Space on 
the Organization Chart  (San Francisco: Jossey - Bass, 1990). Revised and updated edition published 
by Jossey - Bass 1995.   

                                N O T E S             
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 4. Michael Hammer and James Champy,  Reengineering the Corporation: A Manifesto for Business 
Revolution  (New York: Harper Collins, 1993).   

 5. Rummler and Brache,  Improving Performance.  

  CHAPTER THREE: THE VALUE CREATION HIERARCHY    
 1. Michael E. Porter,  “ What Is Strategy? ”     Harvard Business Review  74, no. 6 (November — December 

1996).   
 2. There are several interesting points about contributing processes/processing sub - systems. 

 As indicated in Figure  3.6 , there are potentially many contributing sub - systems and processes in 
a business. We show just a sample for the general area of Human Resources. 

 Other Human Asset and Resource Management sub - systems include: 

  Human Capital Productive  

  Human Capital Portfolio Grown    

 Other general areas of contributing sub - systems include: 

  Physical Assets and Resources Management  

  Stakeholder Management    

 There is frequently confusion among the titles/names of support functions and the processes 
that support functions participate in. A good example is the Human Resources (HR) function of a 
business. A key process in which the HR function plays an important role is the  “ recruiting process. ”  
(Note that in the example we use in Figure  3.6 , the recruiting process is called the  “ Human Capital 
Obtained ”  process. We follow that naming convention wherever possible to emphasize the desired 
outcome of a process.) Most everyone in an organization refers to the recruiting process as an HR 
process — but is it? 

 Like every contributing process, the recruiting process is cross - functional. If we were to develop 
a cross - functional process map of the recruiting process for Belding, we would minimally have 
swimlanes for: 

  HR management (who will be setting relevant policies and requirements regarding operation of the 
process)  

  Recruiting function (who will be executing parts of the process)  

  Operating units (who are the recipients of the recruits, will specify the number and qualifi cations of 
the recruits, and will screen and ultimately select the new hires)  

  Colleges, employment agencies, or other suppliers of recruits  

  Employee candidates    

 Certainly, HR plays several important roles in the recruiting process. But it is one of several 
important players in this fairly typical contributing process. For example, the design/redesign of a 
recruiting process is done jointly, involving the operating units/primary processes who require 
recruits and the HR/recruiting experts. The operating units (customers) specify the outputs 
required (number and qualifi cations) and some process requirements such as throughput time. 

•

•

•

•

•

•

•

•

•
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The HR/recruiting experts specify various process requirements necessary to meet college, company, 
and governmental standards that are mostly likely unknown to the operating units. 

 The process execution involves both HR and operating parties. The operating unit sets output 
requirements for a period of time (number and profi le of recruits), interview/screens recruits, and 
makes the fi nal hiring decision. HR/Recruiting identifi es possible candidates, screens candidates, 
presents candidates to the operating unit for a decision, and introduces the selected individual into 
the hiring sub - process. 

 Process management is done jointly. Operations is concerned with the effectiveness of the pro-
cess in producing the number of qualifi ed new hires. HR/Recruiting is concerned with the process 
meeting all the policy and regulatory requirements. Process maintenance is the concern of the 
Recruiting organization. 

 So is recruiting really an HR process? Perhaps, like many contributing processes, it could be said 
to be a  joint  process,  “ hosted ”  by the HR organization. In the fi nal analysis, both parties need to be 
accountable for the effectiveness of the process. 

 When redesigning or improving a contributing process such as  “ recruiting, ”     handle with care!  
Regarding contributing processes, there is a tendency to say,  “ It is only a support process — how big a 
deal can it be? ”  From our experience, contributing processes can be a very  big deal.  They present 
these special challenges: 

  Since they support multiple customers/users with different requirements, there are more stakehold-
ers involved in identifying requirements, participating in the design of the process, and having fi nal 
approval of the end product. Stakeholder management is a challenge.  

  There are special process design challenges. The process must have fl exibility capability built in, to 
accommodate different end - user requirements. And the process must be easily modifi ed and 
updated, as stakeholder requirements (for example, government regulations, corporate policies) 
will likely be in a continual state of fl ux.  

  As you can begin to see with our Human Capital example in Figure  3.6 , most contributing processes 
are wrapped up fairly tightly with other contributing processes to constitute a Contributing 
Processing Sub - System. As we keep mentioning,  “ It ’ s a system. ”  You can ’ t rip a process out of the 
larger processing sub - system and make changes and then simply reinsert it back into the sub -  system. 
Careful attention must be paid to the interface with other processes, which becomes part of the 
stakeholder management task.  

  A robust process management system must be designed to assure that the process continues to meet 
its relatively complex set of performance requirements.    

 Again we emphasize that when tinkering with a major contributing process, handle with care. If 
we were bidding on the redesign/improvement of a major contributing process versus a major pri-
mary process, we would most likely estimate 30% more time and 50% more cost for the contribut-
ing process project. 

 With some predictable frequency, in a standard  “ manage the resource dimension ”  mode, a busi-
ness notices all those costs sitting in the various staff functions. And with visions of all those resource 
savings in their heads, executives launch a big program to downsize the budget (that is, headcount) 
of those support units. So we have an effort to take a sizable chunk out of the resource dimension 
absent any clue as to the impact it will have on the critical value - adding work being done through 
contributing processes to the Value Creation System. Historically, there are two dangerous paths 
businesses take to reduce these support costs. 

 One is to  “ downsize ”  — to simply whack 10% – 15% out of every support organization ’ s budget —
 and let the chips fall where they may. The longer - term impact of this approach on contributing 

•

•

•

•
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 processes that in turn provide critical input to primary value - adding work processes in the Value 
Creation System is frequently disastrous. An alternative approach is for the business to target appar-
ently high - cost contributing processes for systematic analysis and redesign, involving all key parties 
and following a sound process redesign process such as the one we recommend in Chapter Six. In 
fact, in the interest of continually fi ne - tuning the vital Value Creation System, the business might 
schedule these contributing process redesign projects on a regular schedule rather than wait for 
some profi t margin crisis. 

 The second is to  “ outsource ”  — usually select some sub - function and outboard it. In most cases, 
this constitutes making a resource dimension decision with little or no understanding of the impact 
on the value dimension. Such decisions have the affect of either tearing contributing sub - processes 
out of processes or processes out of processing sub - systems, again with disastrous results. (However, 
these bad results tend to show up sooner rather than later.) Pardon us for making one politically 
incorrect observation here:  “ Hey stupid, it ’ s a system! ”  

  CHAPTER FOUR: DEVELOPING THE VALUE CREATION 
ARCHITECTURE OF A BUSINESS    
 1. Some people we ’ ve encountered over the years have trouble with the notion of describing organiza-

tions as  “ machines. ”  They argue that the machine metaphor seems to leave out the recognition of 
hard - working human beings with complex emotions and motives, reducing them to mere cogs in 
the big, all - consuming  “ machine. ”  Way too mechanistic for their taste. 

 We respond by saying that we fully recognize the importance of people inside businesses — Level 
5 of the VCH is, after all, about the performer — and we certainly don ’ t view people as machines. But 
it ’ s the businesses they work inside that are machine - like — or should be. As complex and 
 multidimensional as a given business might be, it should also be predictable, capable of being 
designed, operated, managed. The problem with many of today ’ s organizations is that they are too 
convoluted and strangely designed to lend themselves to being understood as  “ well - oiled machines. ”  
But that ’ s exactly the problem, and that ’ s why a VCA can be the fi rst step in making them more 
machine - like. 

 Some of our clients and friends have suggested that we adopt the term  ecosystem  to describe the 
complex modern organization, and this term has become popular in the business press to 
describe what we call an organization ’ s  “ super - system. ”  We ’ re fi ne with that term, because to us it 
expresses the same notions about organizations that we mean when we call it a Value Machine: it is 
a highly complex system of multiple, interdependent moving parts that have to be carefully designed 
and managed in order to achieve consistent high performance. So if  “ ecosystem ”  works for 
you, great.   

 2. Currently, a number of  “ architectures ”  have been developed as a means of capturing various aspects 
of organizations. To date, all these have emanated from the world of Information Technology — to 
explain the relationship of technology applications to each other, and supposedly, the business (for 
example, enterprise architecture, business architecture, and technology architecture). Our Value 
Creation Architecture starts from a different vantage point altogether, with a different objective. We 
are interested in capturing the value - adding work structure of an organization, as represented by 
the Value Creation Hierarchy. The result is a management - centric model of the work required for a 
business to deliver valued products and services. In Chapter Eleven, we describe the possible rela-
tionship of the VCA to the various IT - generated architectures. 
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  CHAPTER SIX:     A FRAMEWORK AND METHODOLOGY FOR VCS 
DESIGN    
 1. A. William Wiggenhorn endorsement of Rummler and Brache,  Improving Performance , inserted into 

the fi rst edition of the book (1990).   
 2. Rummler and Brache,  Improving Performance , 1990, 1995.   
 3. The HPS has been used by performance analysts and others for some forty years to diagnose and 

even predict the behavior of human beings in given performance situations. The earliest version of 
this model was created in the 1960s by Geary Rummler and Dale Brethower. Today, there are any 
number of versions, but the original is still powerful and relevant to anyone interested in under-
standing or improving performance. 

  CHAPTER NINE: OTHER RPM APPLICATIONS    
 1. From Michael Hammer,  “ Reengineering: The Implementation Perspective ”  seminar, 1993.    
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White Space Revisited
When Improving Performance: How to Manage 

the White Space on the Organization Chart was 

published in 1990, it was lauded as the book that 

launched the Process Improvement revolution. 

This was the book that fi rst detailed an approach 

that bridged the gaps among organization strat-

egy, work processes, and individual performance. 

Two decades later, White Space Revisited goes 

beyond a mere revision of that groundbreaking 

book and refocuses on the ultimate purpose of 

organizations—to create and sustain value.

White Space Revisited is a comprehensive 

resource that offers process and performance 

professionals a conceptual foundation, a thor-

ough and proven methodology, a set of remark-

able working tools for doing process work in a 

more significant way, and a series of candid 

observations about the practice of Business 

Process Management (BPM). The book’s time-

tested methods, models, tools, and guidelines 

serve to align people, process, and technology.

White Space Revisited includes information on a 

wealth of vital topics and 

❏ Describes the difference in impact of 

focusing on single processes versus  large-

scale improvements 

❏ Provides an integrated step-by-step blue-

print for designing, implementing, and 

sustaining process management

❏ Offers a detailed methodology for stra-

tegic and tactical process defi nition and 

improvement 

❏ Spells out how to leverage the power of IT 

to optimize organizational performance

❏ Shows how to integrate the energy and 

value of Six Sigma, Process Improvement, 

and Process Management into an effective 

Process Excellence Group

This important resource is written for practitio-

ners, managers, and leaders who want to achieve 

greater and lasting results.

“White Space Revisited is essential to managers who are 

trying to make their organizations more process centric, 

and process practitioners who are trying to fi gure out 

how to fi t all the various technologies together into a 

whole. Geary’s vision of the performance system that 

uses processes to create value is one of the key mana-

gerial insights of our time.”

PAUL HARMON
FOUNDER AND EXECUTIVE EDITOR, BPTRENDS, AND 
AUTHOR,  BUSINESS PROCESS CHANGE

“White Space Revisited provides a practical, current, and clear depiction on how to link process thinking to business strat-

egy and goals. It presents a comprehensive methodology to align business performance with business architecture, mean-

ing processes, information technology, and organization and human performance design.  The authors delight us with 

what I consider a ‘textbook’ not only for process, IT, and human resources consultants but for everyone enthusiastic with 

promoting and designing business changes toward improving performance and competitiveness in their organizations. 

Even though valuable by itself, I strongly recommend this book to all of you  who previously read Improving Performance: 

How to Manage  the White Space on the Organization Chart, by Geary Rummler and Alan Brache.

HOMERO RESÉNDEZ
PROCESSES AND IT DIRECTOR, CEMEX 
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