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Rapid changes inthe business environment, occasioned bystrong and var­
ied forces acting ona global scale, make it imperative for anenterprise to
aggressively embrace change. Thetraditional view ofa business asa collec­
tion ofrelated functions, such as research and development, sales and man­
ufacturing, isbeing replaced bya new paradigm, wherein thebusiness is
composed ofa linked network ofcustomer-focused processes. This shift in
thinking haschanged the role ofexecutives-from one ofmanaging hierar­
chically structured, functional organizations toone ofleading core-business
processes thatmeet the evolving needs ofthebusiness' stakeholders. This
paper provides a framework for leveraging anarray ofenabling manage­
ment technologies to help business leaders transform theirbusinesses, and
identifies key lessons learned inapplying these technologies.
Introduction

It is the rare businessleaderwho
doesnot need to plan to keep pacewith
changing customer preferences, rapidly
evolving technology, increasingly demanding
stakeholders, and aggressive global competi­
tion. Onemisstep and the whole business
could founder.

Currentmanagement theoryandbest
practices havesuggestedthat the verymodel
ofthe operating businessmustbe reinvented
to enable it to succeed duringthe 1990s-and
intothe nextmillennium. This transformed
view ofbusinessentails moving away from
the traditional functional view ofan organiza­
tion-encompassing suchareasas finance,
marketing, research, and development-and
towards a linked network ofcustomer­
focused processes, suchas product and order
realization. This paradigm shiftrequiresnot
only newways oforganizing work, but also
newmanagement rolesandapproaches. For
example, reengineering1 is a widely adopted
approach, organized around a process­
oriented model ofthe enterprise.

Today's businessleadershave at
their disposal a bewildering arrayofmethod­
ologies and tools emerging from business
management literature and experience: Con­
tinuous processimprovement, total quality

management, reengineering, strategic man­
agement, corecompetencies andcapabilities,
strategic intent, time compression, rehosting,
downsizing, and strategic technology manage­
ment, to namea few. Stakeholders are
demanding that theyapply quality principles
andcriteria, suchas the International Stan­
dards Organization's ISO 9000 certification
and participation in the Malcolm Baldrige
National Quality Award program.

Which tools will helpbusinesses navi­
gate the paradigm shiftto the process-driven
organization, andwhich are but tempting
fads? The choices are notmadeanyeasierby
the less than encouraging resultsthat have
been reported. For example:
- An estimated 50to 70percentofreengi­

neeringprojects havebeenfailures. 2

- After morethan a decade ofmassive invest­
mentin information technology, somehave
claimed that few productivity improve­
mentshavematerialized.3

- Afixation on time-based competition,
where, forexample, a company strives to
dramatically reducethe timeto marketof
its products, can leadto improvements, but
notnecessarily inother keyparameters,
such as profitability.!

- The Wall StreetJournal5 has statedthat, in
practice, trendytheoriesoften leadto
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results that fall far short oftheir claims. Businesses,
then, "find theymustsharply modify, abandon or find
antidotes to programs that bringsweeping changesto
organizational andhuman-resource management."

- Formerindustry-leading companies, having fallen on
hard times, are beingcounseled to learnto thrive on
chaos6- 8 or to have their business-improvement focus
radically altered."

The Quality, Engineering, Software andTech­
nologies (QUEST) partnership organization ofAT&T Bell
Laboratories works with clients facing the challenges
ofhandling the paradigm shift to the process-driven
organization. Experience has shown us that there is no
single aidethat fitsallsituations. Instead, the current
arrayofmethods and tools-which weview as enabling
bothfor the businessand to eachother-must be syner­
gistically applied to allow a businessto meet its chal­
lengesmosteffectively.

In the following sections, wediscussat a high
level howa business, and the forces acting upon it, can
best be captured bya newconceptual businessmodel.
(Readers wishing additional details on the concepts dis­
cussedare provided a full listofreferences.) Basedupon
an understanding ofthe dynamics ofthis model, a strat­
egyand implementation approach canbe developed.
Suchan approach will helpto integrate efforts to bring
aboutthe requiredbusinesstransformation. Indeed,
thismodel has allowed us to define an actionable frame­
work forbusinesstransformation. Wethen discusskey
lessonslearned.

Evolution of Enabling Technologle.
To understand the businessand improve it,

increasing focus has been placed in the last few yearson
business processes. The view ofa businessas a linked
network ofcustomer-focused processeshas createdan
important shiftin thinking overthe pastyears. InJan­
uary 1994, AT&T marked the 10th anniversary ofits
divestiture ofthe Regional Bell Operating Companies,
andthe accompanying transformation ofthe "rulesofthe
game" in the domestic telecommunications industry. The
pastdecade ofevolution to AT&Ts current structurehas
included a numberofsubstantial achievements: Malcolm
Baldrige National Quality Awards, substantial apprecia­
tion in share price, recordrevenues and profits, and,at
one point, beingnumberone in marketvalue among
U.S. firms. 10

Panel 1. AcronymsUsed In this Paper

APEX - Achieving processexcellence
CEO -Chiefexecutive officer
DMOQ -Directmeasureofquality
MIS - Management information systems
ISO -International Organization forStandardization
QUEST -Quality, Engineering, Software, andTechnol-

ogies
TQM -Totalquality management

Yet these resultswerenotachieved overnight.
Rather, theyfollowed often painful dislocations andadjust­
mentsto AT&Ts structure, personnel, culture, values,
operations, processes, and information systems, and
involved many difficult business decisions. Butimportant,
too, wasthe tapping ofa sourceofstrength-AT&Ts
strongroots in the origins ofthe quality movement.

QUEST has beena consulting resource in the
ongoing effort to transform AT&T andits Business
Units. QUEsTs experience with these changesledto the
publication oftwo booksll ,12 that have beenwidely dis­
seminated inAT&T as partofthe AT&T Quality Library,
which is supported by the AT&T Corporate Quality
Office. These bookshighlight the importance ofthe pro­
cess perspective, as well as the importance ofthe com­
plementary functions ofprocess management andprocess
improvement. Because ofthe critical business issuesfac­
ingAT&T, andfacilitated bythese books, strongprocess
management and improvement efforts beganwith the
formation ofnumerous quality improvement andprocess
management teamsthroughout AT&T.

The process approach to change, however, was
soonforced to adapt to a diverse set ofrealities.
- First, the need to reconcile process improvement with

organizational issues-structural modifications and
promulgation ofpolicies anddirectives.

- Second, the need to orientallofthe processes toward
clear, bottom-line goals, such as cycle-time compres­
sion, cost reduction, andoverall product andservice
quality improvements.

- Third, increasing pressureto make evermoreradical
changes-and to make themfast.

To dealwith the first' set ofrealities, the policy
deployment'" approach tookon importance. Integrated
with the above process-based methodology, it wasable
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Figure 1. This model Illustrates the business and Its environ­
ment as discussed In this paper. The model builds upon the
well-known customer-suppller mode, within the context of
total qualitymanagement (TQM) and AT&T'stotal quality
approach. The business can be considered to haveflve Inter­
dependent layers: assets, that the business possesses, such
as Information, emplyee skills, etc.; processes, by which sup­
plier Inputs are transformed to outputs for customers; pro­
cess management, which ensures that the processes are
meetingcustomer needs and Internal performance obJec­
tives; process Improvement, provides Institutionalized change
to meet ever changing Internal and external conditions; and
the leadership and strategy, which provides direction for
asset use, processes, process management, and process
Improvement. External to the business entity are: customers;
competitors; suppliers; stakeholders, such as shareowners,
government and community; andthe Industry environment,
Including economic and soclo-polltlcal drivers.

to linka fundamental refocusing ofstrategy and policy
with processmanagement and improvement. This inte­
gratedapproach wasan important elementinenabling
the AT&TTransmission Systems Business Unit to win
the Malcolm Baldrige National Quality Award in 1992.14

For the second set ofrealities, the process
methodologies needed to be enhanced bya strongquan­
titative thrust,gearedto ensuringthat specific improve­
mentgoalswerereached. Thisbeganwith comprehen­
sive development andapplication ofthe science ofmea­
suringthe effectiveness andefficiency ofbusinesspro­
cesses. Metrics wereapplied to measurecustomer satis­
faction, process performance, and supplier effectiveness.
Onesuchset ofmetrics, directmeasuresofquality
(DMOQ), which are metrics expressed directly in terms of
customer satisfiers, have beenincreasingly deployed in
AT&Ts product and service businesses. Metrics deploy­
mentwasbuttressedbywidespread application ofstatis­
tical techniques15and byadditional analytical techniques,
suchas quality function deployment.l" activity-based
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costing, cost-of-quality analysis.l? dataquality.l'' etc.
For the third set ofrealities-faster, more radical

change-AT&Ts businessunitshave increasingly applied
reengineering methods. Asoundway wasrequired, how­
ever, to balance business drivers against feasibility and
risk to determine whenevolutionary changewould suffice,
versuswhenrevolutionary changewas imperative. The
"Reengineering Handbook") provides a decision-making
mechanism that puts the degreeofchangeandthe atten­
dant risk in the properperspective.

The New Paradigm of Busine..
Anongoing effort at QUESf has been the develop­

mentofenabling technologies inan integrated way, to
addressthese andother realities. To understand andact
upon this integrated development, it is useful to consider
a model ofbusiness underthe newparadigm. Thus,a
businessleaderneedsways to:
- Clarify strategic intent, competitive strategy, andtime­

phasedobjectives.
- Understand the fundamental challenges, risks, and

performance gapsfacing the business in lightofthese
strategic drivers.

- Understand the relevant methodologies, approaches,
andtools that canhelpto bringaboutmeaningful
changes, whetherin the form of"point solutions,"
"evolutionary changes," or "strategic initiatives."

- Integrate these intoa coherentprogram ofchange,
which will meetthe needsofthe business at affordable
risk. Ofparticular importance is the need to address
the non-technical humanandorganizational issues
associated with change.

- Follow throughto implementation.
- Focus management attention onimplementation man-

agement andmetrics for sustained results, rather than
on spawning newprojects before the currentones
have takenhold.

To dealwith these issues, and to provide a model
forunderstanding and improving a business, wefind it



Table 1. Continuum of methodologies that can be applied for process Improvement.

Breakthrough Customer/ Total Corporate
Operations Process Improvement Supplier Quality Strategy and

Paradigm Improvement Improvement (Reengineering) Partnering Management Development

Scope Operation Process Process Inter-company Enterprise- Multi-
wide company

Customer Downstream Processor Processor Partners Stakeholders ShareownerOperation end-customer end-customer

Change Localized Moderate Radical Coupled Pervasive Structural

Metrics Operational Processand Processand Sharedvalue Internal and Shareowner
end-customer end-customer external value

Focus Individuall Customer and Breakthrough/ Relationship Enterprise and Exploiting
workgroup objectives technology environment synergies

Owner All Process- CEO/MIS/ Process- CEO/ CEO/Board
owner champion owner BU leader ofdirectors

Risk Low Moderate High Moderate Moderate High

useful to resort to a model ofthe business and its envi­
ronment, as shown in Figure 1.It buildsuponthe well­
known customer-supplier model't-Fwithin the contextof
total quality management (TQM) ,19 which is the founda­
tionofAT&TsTotalQuality Approach. 20

External to the business entityare: customers;
competitors; suppliers; stakeholders, such as share own­
ers, government and community; and the industryenvi­
ronment, including economic and socio-political drivers.
It is imperative for the leaders ofa business to under­
stand the constraints and opportunities presentedby
these externalforces, and to leverage this understanding
to helpformulate a mission, vision, and strategybased
on this interpretation.

Layers of the New Busine..
The business itselfcan be considered to have

five interdependent layers:
A...t.. Atthe foundation ofthe businessare its

assets. First and foremost are the employees and the
skills and competencies that they bring to bear. Other
assets include information, capital, equipment, facilities,
intellectual property, and other resources.

Proce..... These assets are dynamically engaged
by businessprocesses. The backbone businessprocessin
anycompany is its primary value chain, by which sup­
plierinputsare transformed intooutputsforcustomers.
Aprocess includes the sequenceor network ofwork
activities; the organization, workgroup and individuals

executing the process; and the information systems and
equipment that enablethe process. It ends with a prod­
uct or service outputforan internal or externalcus­
tomer. Typical businessprocesses include businessman­
agement, productrealization, order realization, billing,
supportprocesses, etc. Examples ofprocess improve­
ments in productrealization and order realization are
highlighted in this issue ofthe AT&T TechnicalJournal.

Proce.. Management. To ensure that processes
are meetingcustomerneeds and internal performance
objectives, a processmanagement layeris required to
monitor processperformance against objectives or stan­
dards forparticular metrics. Typical metrics include cus­
tomersatisfaction, employee satisfaction, customerser­
vice, productquality, and performance metricsinternal
to the process, such as cost, time, and quality.

Proce.. Improvement. Since industry environ­
ments shift, customerneeds evolve, competitor perfor­
mance improves, and stakeholder expectations increase,
a layerofprocess improvement provides for institutional­
izedchange in the business, through such techniques as
continuous improvement, reengineering, etc. Process
management and improvement are complementary activ­
ities, and are critical to processenvironments ranging
from software quality assurance-Ito manufacturing. 14 As
illustrated inTableI, there is a continuum ofmethodolo­
gies that can be applied, depending uponthe individual
business's requirements, including risk tolerance, scope
ofchange,etc.
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Figure 2. The five Inter­
dependent layers of a
business are linked
vertically through the
values, communication,
and polley deployment
of a business. These
form the basis for both
tojHtown and bottom­
up linkages of high­
level strategy and pol­
Icy to dally processes
and operations, and for
engaging and energiz­
Ing Individuals In a
common vision, mis­
sion, and purpose.
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Leadership and Stmegy. Finally, guiding the busi­
ness is its leadership and strategy, which provides direc­
tion forasset utilization, processes, processmanage­
ment, and process improvement. This strategymay be at
three levels:
- Strategic intent, which provides a constantdirection

anddriving force for the business,
- Corporate strategy, which identifies top manage­

ment's objectives foreach unitand allocates
resources, or

- Competitive strategy, which sets objectives and
focus basedon developing a unique, sustainable
advantage.22- 24

These five layers are linked vertically through
values, communication, and policy deployment. (See Fig­
ure 2.) AT&Ts common bond, a shared set ofvalues
that form the infrastructure forsocial and business activ­
ity transactions, has been the focus ofmuch effort
recently. Values, communication, and policy deployment
form the basisfortop-down and bottom-up linkages
between high-level strategy and policy, anddaily pro­
cesses and operations. Atthe sametime, theyalso pro­
vide a base for engaging andenergizing individuals ina
common vision, mission, and purpose. Leadership trans­
formation andculturechangesare critical to this effort. 19

With this businessmodel as a context, the full
scope and requirements formanaging a businessand
leading changeare apparent. To ensure the sustainability
and improvement ofbusiness results, it is notsufficient
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to provide "quick fixes" to the business. Instead, one
should ensure that:
- All layers ofthe businessare fully implemented and

institutionalized, especially processmanagement and
process improvement.

- All layers ofthe business are fully linked in the vertical
dimension, throughsharedvalues, communication,
and policy deployment.

- The people at alllevels ofthe businessare aligned,
engaged, and empowered to meet the strategy and
objectives.

- All elements ofthe business are fully aligned andcon­
gruent.Such elements include strategy andassets,
processes and assets,strategy and process improve­
ment, andcustomers andprocesses.

A Process for RestructUring
Adisciplined, top-down process ofenterprise

restructuring that enables these conditions to be methas
the following steps:

Stl'lltegy. Clarify or rethinkstrategy, basedon an
external scanofsuppliers, customers, stakeholder
needs,competitors, the industry environment, andan
internal scanofassets,as well as capabilities andcompe­
tencies.25•26 Benchmarking is a fundamental tool forthe
external scan. First, the strategic intent, objectives, and
mission ofthe business mustbe crystallized. The overall
corporate-level strategy can then be defined. This,in
tum, helpsset individual unit-level objectives (based on



resource considerations),and the competitive strategy of
the unit,especially in the dimensionof measurable objec­
tives, for example, improvements to "customer­
requested ship date" performance.

Proce..... Identify key, or core, processes,
which are based on strategic, competitive, and customer
drivers. Then assess their current levelsof performance
byapplying quantitative metrics, linked to customer
needs and stakeholder drivers, to assess the success of
the process-and of the business. Partitioning the busi­
ness into its key processes providesa foundation for
managing the business froma process-driven perspec­
tive. It also providesa fabric for policy deploymentto
engage, so that the highest levelof objectives-such as
customer satisfaction, financial return, employeesatisfac­
tion, and quality-ean be translated into specific lower­
level objectives at a meaningful key-process and sub­
process level. To accomplish meaningful process
changes, the appropriate metrics must be applied to pro­
videguidance in regard to the nature and scope of the
change to be undertaken.

Proce.. Owners. Appoint qualified process own­
ers to enable process management. Process manage­
ment is differentfromthe traditional functional, or
departmental, management. A process is an end-to-end
entitythat cuts across manydepartmentaland organiza­
tional boundaries. Consequently, the appointment of
qualified process owners must be particularly selective.
This is especially important in an organization undergo­
inga shift from a functional orientation to a process­
driven orientation. Organizational inertia, traditional val­
ues, and the fear of change will create powerful barriers.
It will require consistent, credible leadership to over­
come these barriers, and foster an environmentof team­
work, cooperation, and information-sharing across for­
mer operational boundaries.This is where leadership
learning is particularly important, and where consultation
can playan importantsupporting role.With proper plan­
ning, both the team and the coach can be part ofa results­
drivenunit in whichwell-ehosen metrics providethe yard­
stick against whichbusiness results can be measured.

Metric.. Manageeach process against metrics
that are linked to strategic, competitive, and customer
imperatives. Process management is a closed-loop activ­
ity. It involves collectingdata relevantto the metric, and
then processing the data statistically to acquire meaning­
ful information that can be used to assess performance

against either controllimitsor specific performance
objectives. Control actionmust then be taken, as required,
to adjust the process to maintain its performance. Process
managementcan onlybe trulyeffective in a standardized
process. Process standardization is a majorfocusof ISO
9000, addressed elsewhere in this issue.14

Improvement. Improve those processes that are
not meeting the strategic needs of the business, or other­
wisefall short when evaluated againstkey quantitative
standards. Anumber ofparadigmsofbusiness change
and improvement exist that are fundamentally related to
processes (see Table I). They range from improvements
to a specific operation, to rethinkingthe mission and
structure of the entire enterprise.They differin many
dimensions: scope,customer, degree ofchange, metrics,
focusofchange, owner,and degree of risk.This is fur­
ther discussed in the section,"Improvement Paradigms."
The scope of change to be pursued should be based on a
number of factors, such as the size of the gap between
current and required performance, the resources avail­
able, the organizational tolerance for risk, the time avail­
able to completethe change, etc.The arena ofchange
needs to include: the actual sequence ofworkactivities
or operations; the individual's skills,responsibilities, val­
ues, rewards, and motivators; the organizational struc­
ture and role; the information systems and/or process
equipment; and sometimes,the physical facility layout or
workenvironment.

Feedback. Finally, and perhaps most importantly,
feedbackfromallof these steps must be continually
incorporated into the first step, strategy-to ensure the
strategy is feasible and meaningful. At the same time, it
is contingent upon the process owners to continuously
adjustand improve their processes, based on changes at
the strategy level. The desired state for the abovecycle
ofactions is that, at any time, they mutually act to drive
the business to some state ofhomeostaticequilibrium,
wherein the strategy and the processes are aligned and
the processes are smoothlyrunning in an effective and
efficient way. This requires a strong capability in self­
monitoring and feedbackcontrol. The process ownerand
the process teams should participate in a strategy or mis­
sion shift,for example, and should be capableenough
and sufficiently empowered to make suitableadjustment,
or to recommend such adjustments if they require large
resource allocation.

At the same time, the business leaders should
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have significant knowledge oftheir processesto readily
detectanylackofcongruency between the strategyand
the processes, and act accordingly. Sustainable results
will notbe possible unless there is a closed loop that
starts the cycle again, with a commitment to examine
anew allofthe assumptions madeduringthe lastcycle.

Ofcourse, the stepsabove are only guidelines,
andmustbe followed appropriately. Eachstrategic shift,
forexample, does not requirethe re-appointment ofpro­
cess owners and a redefinition ofkeyprocesses.

Improvement Paradigms
TableI displays a spectrum ofimprovement

paradigms that werebriefly discussed previously. In this
section, wecompare and contrastthese different para­
digms in detail.

Operations Improv.m.nt. This focuses on chang­
inga specific operation, such as a task. Examples are
improving a wave-soldering operation to reducedefects,
or simplifying a manual-assembly operation to reduce
costor cycle time. Typically, inoperations improvement,
the customer is defined to be the nextoperation in the
process. Adrilling operation, forexample, might havea
bolting operation as its customer. Afocus on better
understanding and meeting the needsofthe downstream
bolting operation, such as morecleanly deburredholes,
improves the upstream operation. Operations improve­
mentwasthe original focus oftotal-quality management.
With continuous improvement, the underlying ideais
that if everyoperation is improved continuously, even
slightly, noticeable resultscaneventually be achieved.
Key components ofoperations improvement are the cul­
ture,values, and rewards, which changefrom a concept
of"throughput at anycost"to oneofquality focus and
participation. Sometimes, goalsmay be non-specific,
suchas "improve yield," rather than "achieve 94%."

Proceulmprov.ment. Much broaderin scope
thanoperations improvement, processimprovement
involves morethan improving a single operation. Instead,
it involves a restructuring, to meetparticular objectives,
ofthe architecture ofallthe operations that makeup a
given process. The objectives dictate the natureofthe
restructuring. For example, a cost-reduction objective
often will requirea focus on reducing tasks that don't
addvalue. Atime-compression objective maycreatea
focus on restructuring existing tasks to increase parallel-
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ism, an examination ofbottlenecks andqueuing behavior
to improve product or transaction flow, and a clear
understanding ofcritical path issues-without which no
cycle-time reduction will occur. Acustomer-satisfaction
focus may entail segmenting the process to betterserve
the needsofindividual customer segments. Adefect­
reduction focus may require, inaddition to removing
rootcausesofdefects, rethinking the balance andplace­
mentofprevention, inspection, andvalue-adding tasks,
as well as a robustdesign ofthe operating parameters
for individual operations.27

Ofcourse, there is an interrelationship between
the performance ofindividual operations andthe process
that linksthese operations. Reducing variance ofthe ser­
vice timeofseveral operations, even without lowering
their means, can,forexample, significantly reduce the
cycle timeofthe end-to-end process. Improving the per­
formance ofdefect-prevention activities at the front-end
ofa process canhave substantial payback, incostand
interval reduction, basedon savings laterin the process.

Breakthrough Improvement. Also called reengineer­
ing, this is verysimilar to process improvement. The ori­
entation is oneofprocess, rather than individual opera­
tions. The customer is the end-eustomer ofthe entirepro­
cess, notmerely a downstream operation. However, sev­
eral characteristics helpdifferentiate the two approaches:
- First, the focus is on major gainsin keymetrics, per-

haps 80% to 90% or more.
- Second, the aimis to radically rethinkthe process.

This is done, notby restructuring the existing pro­
cess,but byvisioning/" or bybackward chaining!
from the desiredoutputs ofthe process. The resultis
to design the process anew from a clean slate.

- Athirdkeycharacteristic is that ofleveraging the pos­
sibilities inherentinadvanced information technology,
such as global networking, expertsystems, multi­
media, imaging systems, etc.,to revolutionize assump­
tionsinherentin the structureofthe baseline process.

Aconsequence ofthese three characteristics is
that directleadership ofthe changeactivity is required
from the seniorlevels ofthe business. Also, because of
the magnitude ofthe changes, andoccasionally the tech­
nology, risk andorganizational resistance are much
higher than with process improvement.

Custome....uppll.r Partnerlng. This paradigm broad­
ens the scope beyond the enterprise to its customers and



suppliers. In an operations-improvement paradigm,
customer-supplier partneringmightentailmodifying a
supplier operation output, such as packedcomponents,
to better matchthe downstream customeroperation, such
as receiving storeroom stocking. However, much greater
gainsare typically possibleby using a process or break­
through improvement paradigm, and extendingthe pro­
cess analysis and transformation beyondthe boundaries
ofthe enterprise to permitglobaloptimization ofthe
multi-eompany process.

Examples includeremoving activities that are
duplicated betweenvendor and supplier, such as inspec­
tionand counting, developing shared expectations, and
transforming information flows. One familiar example that
leveragesautomation, segments the process,and shifts
activities fromthe enterprise to its customers,whilestill
creatingcustomervalue, is the use ofself-service, auto­
matic teller machinesin financial institutions and shop­
pingmalls.

lobll Quality Management. This paradigm covers
both process management and process improvement, as a
process improvement paradigm. As a process improve­
ment,TQM encompassesallof the above techniques. The
Malcolm Baldrige National Quality Award
framework.Pwhen viewed froman improvement focus,
provides severalimportantguidelines:
- Afocus on customer satisfaction as an ultimate goal.
- The critical importance ofleadershipin driving

change.
- Quality managementofprocesses as a mechanismfor

managing the business, including benchmarkingto
set goals.

- The use of information and analysis, or management-
by-fact, to drivemeaningful process improvement.

TQM under the Baldrige framework is a very different
approach than old-style TQM, whichleaned much more
towardsan operations-improvement paradigm. 19

Corporate Strategy and Development. It is a fallacy
to assume that process engineeringand TQM are the final
answerin enterprise improvement. One paradigm for
enterprise transformation, whichis grander in scope
than anyofthe above, is corporate strategy and develop­
ment. Strategy, as discussed earlier,has fundamental pri­
macyover process engineering. It sets the contextfor
improvement focus, time frames, and risk tolerance.

Corporate strategyalsocan drivea fundamental

shift in structure, product/market mix, competitive posi­
tioning, etc. Corporate development, through merger,
acquisition, divestiture, or exitingthe market,can opera­
tionalize strategy. Put another way, all the processengi­
neeringand TQM in the world will not help a company
that does not have the competence or assets to success­
fully compete, or is in a dyingindustry, untilit has
redefinedits strategy,structure, and competencies. On
the other hand, process breakthroughscan be the cata­
lystfor creatingor transforming the dynamics ofentire
industries. Rethinking fundamental processes in a newly
restructured divisionalized business,or searchingfor
synergiesat the process level after an acquisition, pro­
videsubstantial challenges, however, in analysis, engi­
neering,and execution.

Some Lessons Learned
Asis clear fromthe discussion above, the busi­

ness modelwe havedeveloped has been builton a series
oflessons we havelearnedfromworking withclientsto
achieve change. In this section, we will discusssomeof
these key lessons.

Align Goal. and Initiative.. Mostorganizations
havea variety ofaction-oriented initiatives underway.
These initiatives are intendedto resolve customercom­
plaints, address management issues,or exploit cost­
reduction opportunities. One often sees substantial
motion, but not always progress. It is a rare organization
that has fully aligned its change activities andfocused
them to ensure maximum leverage ofits resourcesand
an ability to endure change. In AT&T, wehavefound
that policy deployment and processmanagement are crit­
ically effective mechanisms fororganizing change.A
quality information systemcan be effective in tracking
performance againstobjectives for policy deployment.
Mechanisms such as these can alsohelp ensure appro­
priateconstancy offocus for the organization and leader­
ship.This, in tum, provides a consistentdirection against
whichto planand reach intermediate milestones.

Integrate All Dimension•• QUEST has found that a
typical change process includesthree major dimensions:
projectmanagement, change management, and solution
engineering.
- Project Management: Changeshouldbe viewed as a

process that can be managed. Scheduling activities,
settingconcreteobjectives, allocating resources,and
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tracking progressare essential to ensuring that the
changeprocessachieves itsgoals. Toooften, changeis
managed as a real-time, unfolding activity, with fuzzy
goalsand nocleartimeframe driven bybusinessneeds.

- Change Management: The non-technical dimension of
the changeeffort is typically the most important fac­
tor. Focal points include: building awareness ofthe
needforchange; relating the strength ofthe forces of
changeto the strength ofthe forces ofresistance, and
selecting a changeprocessaccordingly.'" considering
the psycho-social andcultural characterofthe organi­
zation; andaltering the rituals, symbols, language, sto­
ries, rolemodels, and rulesofthe game. 31

- Solution Engineering: Acomplete, phasedtechnical
approach is required. Typical steps include: develop­
mentofa vision ofthe future state ofthe business;
assessment ofthe current performance ofthe busi­
ness;diagnosis ofthe rootcausesofthe performance
gapbetween currentandfuture views; design ofcon­
cepts, solutions, or countermeasures; development of
newprocesses, systems, organizational structures,
training materials, etc.; deployment ofthese intothe
field, including initial pilots; evaluation ofthe newper­
formance relative to the original goalsandvision; and
management ofthe new-paradigm operations to
ensure the sustainability ofresults.

Improve Aero.. Muftlple Proce..... In the caseof
largechanges, which stretch overseveral processes, the
challenge is to align and synchronize the activities ofthe
various teamsthat are working on the separate processes.
Thiswas specifically identified and planned for in the case
ofAT&T's Transmission Systems Business Unit, wherea
set ofAPEX (Achieving ProcessEXcellence) teams" were
coordinated throughcross-membership, "Superteam"
steeringcommittees, a "Glue Team," and the incorpora­
tion ofthe quality improvement storymechanism to sup­
portpolicy deployment.

Recoplze and Man.,e CIuI...e. Mostchange
efforts are morecomplex than are typically realized ini­
tially. Symptoms ofunderestimating complexity include
projects that are behindschedule and overbudget; orga­
nizations with shell-shock from attempting to assimilate
toomuchuncoordinated change; managers who are
overworked trying to simultaneously execute, manage,
andimprove processes; andchangeagentswho have
become lostin the complexity ofthe existing process. A
related symptom is organizations and leadership who
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become stuckin the planning activity, andhave difficulty
moving into an implementation phase.

Manage Resistance to CIuI...e. All toooften
changeagentsfocus on the technical dimensions of
change, such as processredesign, information system
construction, andadvanced technologies. Although some
efforts fail due to complexities and riskfactors in these
areas,moreoften thannot,changeefforts run into
difficulty bynot recognizing andovercoming inherent
resistance to change. People in the organization can
exhibit overtor hidden resistance, often incounter­
intuitive ways, basedupon theirvalues, beliefs, reward
structure, traditions, personality style, power base,and
their style ofaccepting or rejecting change.

Today's environment ofdownsizing in many
major firms certainly has nothelped to instill a senseof
jobsecurity, reinforce loyalty, strengthen relationships,
or build morale-even whenameliorated by innovative
jobretraining or placement programs. Consequently, it is
critical that the changeleaderunderstand the factors,
values, behaviors, styles, timeframes, andindividual and
teamrequirements forembracing, or at leastaccepting
change, while isolating or nullifying thosewho are
unwilling to accept the required change.27

Rethink the Role of Employ.... The realmessage
here is that allthe individuals in the neworganization will
have to undergo a major changein roles. The employee
sometimes becomes a beleaguered species in the throes
ofbusiness process reengineering. Some even arguethat
downsizing is a necessary partofreengineering. In our
rush to move from a function-based organization to one
basedon processes, the newroleforthe employee and
teamsis often given short shrift. The newrequirement is
dictating that the process-based worker should have a
greaterspanoforganizational understanding andcontrol,
and will requiresignificant informational support to
become a true knowledge worker. Atthe sametime, while
the managers mustshowa high degreeofawareness and
concern, theymustalso acquire in-depth understanding of
the processtheyown. Above all, theymustlead­
leadership is still the key to successful change.

Rede",.. Proce.... First. When faced with a need
to change, many businesshavetendedto reorganize, or
to build a newsystem. Experience has shown it to be
preferable, however, to redesign the business processes
first, and then to redesign the organization or informa­
tionsystems. Otherwise, benefits may notmaterialize,



eitherfully or at all. There is also a dangerofthe organi­
zation, systems, and processesnotbeingcongruous,
necessitating anotherroundofreorganization or systems
modifications.

Levenq&l..,lnfornuItlon Technology. Advanced infor­
mation technology, such as the CLASSIC frame-based
tool forcreating knowledge bases.P canform the foun­
dation forcreatively reengineering a businessto achieve
dramatic businessresults.

Information technology alsocanplaya keyrole
inthe process engineering effort itself. QUEST has been
working with the AT&T Corporate Information Office
andindividual Business Units ofAT&T to leverage
advanced methods, tools, andenvironments forprocess
capture andanalysis, discrete eventsimulation, andlink­
ageto processexecution-in effect reengineering the
process ofreengineering.

Information technology mustbe partofan over­
all context, however, which firstaddressesprocess, orga­
nizational, and people issuesthat may be the rootcause
ofthe gaps between organizational vision andcurrent
performance.

AdvllllC8 Deployment of Technology. Deployment of
technology is often treatedas a secondthought, and is
notgiven the seriousattention it deserves. Potentially
fruitful technology canlanguish in the uncharted area
between researchand practice, or be entrustedto the
wrong handsand become inappropriately developed.
AT&T, and QUEST, has begunto position specially staffed
groups between researchand field operations. The major
taskofsuchgroups is to workclosely with both the
researchersand the field practitioners, to ensure full
development anddeployment ofthe mostpromising
technologies. Onesuch area is the effort to transform
software production from art/craft to engineering by
combining state-of-the-art best practices with smoothly
functioning software-development processes.32

Summary
Although there are many innovative manage­

menttools available to address the needsoftransforming
the business, theyneed to be applied with an eyeto the
business as a whole, andwith a great degreeofcommon
sense. Discussions ofthe relative merits of"quality" vs.
"reengineering" may notbe relevant, as theyare but dif­
ferent sidesofthe samecoin-process management and
improvement. Recent experience, both inside AT&T and

within the greater business community, confirms the
need to ensure the appropriateness ofthe solution rela­
tive to the needsandconditions ofthe business. Flexibil­
ity, then, is a critical successfactor forthose beginning
the transformation. Nevertheless, the winds ofchange
are forcing us to make the transformation, or riskthe
strongpossibility ofbeingleftbehind.
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