THE MANAGEMENT FRAMEWORK FOR PROCESS IMPROVEMENT: 

A Guide to the Methodology 

SECTION 1. INTRODUCTION 

1.1 The Third Industrial Revolution 

American enterprise is caught up in a massive restructuring not seen in this country since the second industrial revolution, which introduced the factory system and dramatically changed all aspects of American life. This sea change is being described as a paradigm shift that requires a new context for leadership and management practice in all sectors of our economy. In his book, The Third Wave, published in 1980, Dr. Alvin Tofler described this new paradigm as the information age. We are just now beginning to understand the full impact of his prophetic writings. 

Government in general, and the Department of Defense in particular are caught up in this phenomenon, which some authorities call the third industrial revolution and others call the information age. We cannot stop it. We cannot avoid it. We can, however, tap into the power generated by the change forces at work here and use it to transform the Department in ways that will take full advantage of the capabilities inherent in an information age economy. 

The term information age is no more restricted to computers and data than the term industrial age is limited to machines and materials. The information age concept is all-encompassing and affects all facets of our culture, society, and economy. Therefore, all elements that make up the Department - our mission, vision, culture, leadership, management, human resources, products and services, processes, and systems - must be examined as we endeavor to help guide DoD into this new age. 

1.2 The Paradigm Shift 

The information age represents a paradigm shift in the way enterprises, especially large enterprises, are organized and how they function. Experience has shown that there is great resistance to change within organizations when they are faced with massive dislocations brought on by the forces of change. History also tells us that usually and eventually the forces of change prevail over those who resist. These are the six most important elements that have to be reckoned with: 

1.2.1 Global Economy . Competition is no longer constrained by national boundaries. Every decision made by large enterprises, including governments, has profound impacts all over the world. Products, services, and ideas flow freely across national borders. Free enterprise and the discipline of markets has and is prevailing over planned economies and allocation of goods and services. The competition for skilled labor and professional skills pits non-profit and governmental organizations against for-profit and private sector concerns. Privatization and out-sourcing are increasing as the competition for talent triumphs over organizational stagnation and employee loyalty. 

1.2.2 Information Highway . Information is the new capital of the information age. Those enterprises that best learn to share information, rather than control it, will succeed. The availability of information and the means to both transform it and transmit it determines how efficiently and effectively an organization can re-order its business processes to respond to changing demands for products and services in an unforgiving global marketplace. 

1.2.3 Employee Empowerment . The factory model for organizing and managing employees is a second industrial revolution paradigm that still prevails in most modern enterprises. This model was developed in an age when education was at a premium and the supply of unskilled or semi-skilled workers was endless. Hierarchies of management did the thinking and planning while armies of workers followed the rule book and did what they were told. In the information age, educated and skilled workers organized into teams need only information and the authority to act for the enterprise to be successful. The role of the manager is shifting from giving direction and rating performance to individual coaching and team facilitation. 

1.2.4 Virtual Corporation . As the walls between nations become porous, so too are the fences that separate enterprises coming down. The enterprise will no longer be a physical entity organized around structure, but an ephemeral, intangible entity loosely associated in alliances to serve customer needs. The military establishment is no stranger to this concept as armies have always been formed out of divisions and specialized battalions for a specific purpose, and then reformed as events warrant. 

1.2.5 Focus on Core Competencies . The vertically integrated enterprise was well suited to insulate the second industrial revolution economy from the ravaging forces of rapid change. It was possible for a single company to control a commodity like gasoline from well-head to gas tank. The new paradigm mandates that an organization discover what few things it does well, better than anyone else, then allocate all capital and human resources to doing those few things. More and more business leaders are selling off or discontinuing businesses where they are not the leading producer or at least the second leading producer. Governmental organizations are turning more and more to out-sourcing or privatization when they cannot excel in an endeavor. 

1.2.6 Demand for Quality and Service . The new consumer is an educated, discriminating buyer of goods and services and demands value in the form of high-quality, low-cost, and rapid service. Products and services must meet, if not exceed, the expectations of sophisticated customers. This rule applies also to business buyers as well as consumers of government services. The concept of a captive customer is bound by the old paradigm even with respect to consumers of government services. 

1.2.7 The New Paradigm and the Department of Defense . All of the attributes of the information age have impact on the ability of the Department of Defense to carry out its mission. While the Department has no direct competitor in the usual meaning of the term, it does compete in the marketplace for products, services, ideas, employees, funding, and support from the citizenry and their political leaders. The Department cannot isolate itself from the transforming influences inherent in the new paradigm. 

1.3 Transforming the Department of Defense 

Desert Storm effectively demonstrated the capabilities of our high-technology weapons systems and proved the efficacy of our command structure resulting from the 1986 Goldwater-Nichols Act. But it also revealed a pressing need to reexamine the "tooth-to-tail" relationship between combat and support systems. We have come to realize that we need to restructure the Department around a new enterprise model that will include all functional areas in the sustaining base with responsibility for all aspects of our strategic and tactical mission. 

The DoD process improvement program, a part of the Corporate Information Management (CIM) initiative under the Assistant Secretary of Defense for Command, Control, Communications, and Intelligence (ASD (C3I)), is designed to provide the mechanism for effecting this transformation. We have already obtained significant results in the functional areas where process improvement principles have been applied. But as we gained experience with the program, we realized that we needed an overarching methodology to guide improvement efforts on the massive scale required to achieve results consistent with our current national defense policy. This methodology is also needed to assist the Department in realigning its business and functional processes to maximize their potential and performance in the new age. 

1.4 Need for a Process Improvement Methodology 

The Framework for Managing Process Improvement (Framework) described in this guidebook is the response to the need for an overarching methodology. The Framework consists of a comprehensive methodology for performing process improvement projects and is applicable in all functional areas in the Department. It supports three levels of improvement efforts that we include under the definition of functional process improvement (FPI). 

· Continuous Process Improvement (CPI) that reduces variation in the quality of output products and services and incrementally improves the flow of work within a functional activity. 

· Business Process Redesign (BPR) that removes non-value added activities from processes, improves our cycle-time response capability, and lowers process costs. 

· Business Process Reengineering (BPR) that radically transforms processes through the application of enabling technology to gain dramatic improvements in process efficiency, effectiveness, productivity, and quality. 

The Framework was developed after an intensive period of research into the theory and practice of process improvement. The literature related to Functional Process Improvement (FPI), and material about the practice of Total Quality Management (TQM) and Total Quality Leadership (TQL), were thoroughly examined. 

The findings indicated that both process improvement and TQM are concerned with the same issues and seek to achieve the same objectives, but approach the problem from different perspectives. By taking the best practices and techniques from each discipline, we developed a methodology that represents breakthrough thinking into the problem of applying quality management principles in a services organization. 

Recent literature suggests that others are arriving at similar conclusions. Edward Fuchs, Director, Quest Division, AT&T Laboratories, resolves the confusion over the role of incremental improvement, a long-standing component of TQM, versus the more recently introduced notion of reengineering, by clarifying their different perspectives - one being primarily technical, the other focusing on leadership: 

1. Where the performance gaps are large, reengineering is the proper approach. Where they are small, incremental improvement provides the required results. 

2. Incremental improvement is an extension of past performance without the driving force of a leader. Reengineering is driven by the pull of the future, the vision of the leader, or the target to which the company is aiming. 

Clearly both process improvement and process reengineering concepts are being incorporated into quality management principles and practices. Any methodology developed to guide improvement efforts must be comprehensive, and must be based on best practices wherever they are found. To confirm this theory, the Framework was benchmarked in twelve private and public sector organizations known to have achieved success in process improvement. The benchmark partners included two winners of the Malcolm Baldrige National Quality Award and those who have achieved ISO 9000 certification. We found that having a unified methodology is an important component of success in process improvement efforts in large organizations. 

1.5 Advantages of the Framework Methodology 

Based on research, benchmark results, and experience to date using the Framework, the methodology has undergone three major revisions. This document describes the latest in what will be a continuing series of improvements building on Department successes with process improvement. This methodology offers these advantages and benefits: 

· The Department owns the methodology and therefore has complete control over its continuing development. 

· The methodology is vendor-independent and as such provides a neutral resource for use by all contractors and Department employees. 

· The methodology is comprehensive - it covers all phases of process improvement from mission development through deployment of improved processes. 

· The methodology is consistent with the principles ordained by such authorities as Deming, Juran, Taguchi, Hammer, Davenport, and others. 

· The concept of a single, Department-wide methodology supports the cross-functional training, teaming, and performance efforts needed to address complex functional processes and builds an experience base that is deployable wherever needed. 

· The methodology is compatible with techniques and tools already established in the Department such as groupware, IDEF modeling, activity-based costing, functional economic analysis, and life cycle project management. 

1.6 Characteristics of the Framework Methodology 

The Framework describes twenty-five specific steps, organized into six phases, which guide functional users through the improvement process from mission validation to post-implementation assessment. The phases, which are fully described in this document are: 

· Strategic and Business Planning 

· Process Improvement 

· Change Management: Organizational 

· Change Management: Technical 

· Enterprise Engineering 

· Project Execution. 

Each phase is divided into steps that clearly describe the tasks to be performed, the deliverables to be produced, and the recommended techniques and tools that can be used to produce the deliverables. 

The Framework concept includes an integrated documentation, training, and support package (also described in this document), which will enable functional managers and employees to apply the methodology with confidence in their own organizational unit. 

Joseph Juran, one of the pioneers in quality management and process improvement, gives three imperatives for implementing great change in an organization: unwavering commitment from senior leadership, a context for coordinating change throughout the organization, and the necessary tools to bring about the change. 

With a comprehensive methodology in place (Juran's second point), the Department can move more quickly and more certainly toward restructuring critical defense processes in support of our primary mission, and ensure that the Department can strengthen the relationship between tooth-to-tail systems. This in turn will also help us complete the restructuring process currently under way within the Department with less risk of compromising our readiness, capability, and security. 

