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BPR Example— Ford Motor Company
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BPR Example— Ford Motor Company — Before BPR

Purchase
Dept.

_____ Invoice | = — — o Accounts
— | P
Goods

Note

P.O.

1. 500 Head Count

2. Accounts Payable to match 14 items between P.O., G.R.N. &
Invoice
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BPR Example— Ford Motor Company — After BPR

Buyer/

User \

Stores/ User

a. Automatic matching of 3 items (part No., Unit of measure, Vendor code) between
P.O. & G.R.N.

b. Faster, simpler, more accurate & efficient process;
c. 75% reduction in head count
d. Invoice less processing
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BPR Example— Ford Motor Company
New Paradigms and Rules

1. We pay 2. We pay 3. We pay
when we issue when we when we use
GRN receive goods goods
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BPR Example Ford Motor Co. — Key Lessons

9

v’ Accounts Payable Deptt. was not reengineered. Process
was.

v Accounts payable process was not reengineered.
Procurement process was.

v Payment was authorized by Receiving stores and not
Accounts.

v Customer focus was Internal & not External.
v Payment was made without an invoice.
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BPR Examples contd...

Oil Refining Co. 1 o

Invoice Payment Process

o Equipment Maintenance

Oil Refining Co. 2 Capital Repair Process

Oil Refining Co. 3 o Capital Equipment
Procurement Process

International o |
Explosives Company Govt. C earanc.ef I?rocess
Land acquisition

D
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Business Process Reengineering - Example

Process Cost

CURRENT VS. REENGINEERED PROCESS - IMPACT ON QUALITY, COST, & TIME

VaIuTe':‘e Wait Time Total Time Process Cost Signature Quality Process
(Days) (Days) (Days) (Dhs) Approvals Work Capabilities

AS-IS 5 5 1200 68%
TO-BE 4 12 125 450 3 939% 4.6

on 67% 6096 60.5% 62.5% 60.5% 369

Improvement 2 - =250 2 2

For 1000/Yr Process Cost Saving : Dhs 750000/~

O—@® AsIs
®—® TO-BE

Cycle Time
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Work Flow in Functional Organization
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Components of Process Reengineering
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Processes have multiple versions ?

Which version?

What Management What it What it What it
think it is. . actuaIIy is. should be. . could be. .

O-D-O
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Process Characteristics

v' Defy functional & organization boundaries

v" Result oriented

v’ At the very heart of every enterprise
v" Create value for stakeholders

v Consume resources

v" Flow horizontally

v’ Repetitive

v Have an input and output



Processes in Traditional Organization

» Do not have owner

» Not managed end to end

» Fragmented

» Invisible
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Undesirable Consequences of Poor Process Management

v’ Inconsistent and often inadequate services;
v’ Company’s image can gets affected:;

v"Managers continually struggle to manage the “ horizontal
“interactions between people in different parts of the
company;

v High cost of poor quality;

v’ Delays ;

v’ Stakeholder dissatisfaction and

v Ineffective deployment of strategy
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Process Measures

* Process Effectiveness: The process is effective if the output
meets customer needs e.g. % of orders delivered on time to
the customers.

* Process Efficiency: It is efficient when it is effective at the
least cost e.g. time taken to deliver goods to customer on time
at minimum cost.

 Maximizing effectiveness and efficiency together means that
process produces high quality at low cost i.e. providing most
value to customer.
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Key Messages

Think customer /
stakeholder
needs.

Think for control,
speed

Use modern
technology
including IT

Add value to
stakeholders

Don’t automate
inefficient
processes

— Question rules,
policies,
assumptions,

Be ambitious and
radical

structure
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Don’t wait for
business crisis

Empower
through
processes

Be innovative
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Which Processes are being Reengineered — Industrial Cos.?

|

Production

Distribution/ Logistics

Customer Orders

Procurement / Material Management

Financial Management

Marketing & Sales

Human Resources
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Which Processes are being Reengineered — Service Firms ?

Financial Management

Marketing and Sales

Customer Orders

l | l | l E

Distribution/Logistics

Production

l | l

Procurement/ Materials Management

Human Resources

| l | l
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Dr. Deming‘s Chain Reaction

Decrease Capture the
costs (less market with

Improve Productivity better Stay in Provide

rework, Improves business jobs
fewer P guality and JORS.

delays) price

quality

Consulting Services

27
@ QUALITY INDEED .



Quality
of

Product

A 4

1950 1960 1970 1980 1990 2000

Rate of Quality Improvement in Automobile Industry,

From “ Making Quality Happen” Juran Institute, 1988.
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