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Editor’s Preface

There are enormous and irreversible changes sweeping through the
world today. These changes are redefining the ways in which people
work and interact with one another. In fact, change is happening so
quickly that leaders of both private and public organizations are
finding that they face a constant and bewildering barrage of chal-
lenges. Successfully meeting such challenges will require new meth-
ods, new skills, new structures—in short, a new organization.

Reinventing today’s organization to meet the challenges of the
21st Century is the subject of this book. Despite the popularity of
reinventing—or reengineering—this difficult topic is confusing to
many. Consequently, I am pleased to have coauthored this book with
my colleague and friend, Michael A. Mische, whose extensive experi-
ence in leading organizations through the process of reengineering
proved invaluable in clarifying the process for readers.

Michael and I felt that writing this book was particularly impor-
tant, in light of the fact that so many organizations have undertaken
reengineering without understanding what it is, what implications it
presents for the organization and employees, and how to do it. A
specific methodology, planned step-by-step in advance and yet flex-
ible enough to accommodate new developments both within and
outside the organization, is critical.

In this book we present our methodology. We don’t pretend that
it’s fail-safe; nothing is. But it has worked for many organizations,
leading to increased competitive advantage and instituting innovation
as a way of life.

This second book in the Warren Bennis Executive Briefing Series
makes use of the same SuperReading features that distinguished the
first offering, Fabled Service: Ordinary Acts, Extraordinary Outcomes.
Early feedback about these features, including pull quotes, bulleted
lists of key points, highlighted facts, and crisp graphics, has been
extremely positive, and we are gratified that we have been successful
in easing the reader’s task of learning about current business topics.

Warren Bennis
Santa Monica, CA, 1995




Authors’ Preface

The 21st Century Organization: Reinventing Through Reengineering is not
just another book about a trendy topic. This book is, first and foremost,
a description of what actually happens when an enterprise is rein-
vented: what the critical success factors are, which organizational
resources are brought to bear, how those resources are organized for
a reengineering effort, what activities are completed—and how, by
whom, and why. It is based on the methodology that we have devel-
oped and used to help organizations reengineer successfully.

From our point of view, this work offers certain advantages over
other reengineering books:

¢ It's brief and concise. You can read it in very little time.

4 [t offers features designed to help you find information
quickly and retain it more readily, for example, frequent
headings, bullets, information showcased in shaded boxes,
and “factoids” in the margin that augment the text.

4 Its focus is extremely practical. You are spared any lengthy
theoretical dissertations.

4 Itavoids the jargon often used in books on business or human
resource development topics.

¢ Its tone is casual and, we believe, lively enough to keep you
interested in our ideas.

¢ It includes cartoons and illustrations to lighten this serious,
important topic.

In writing this book, we wanted to demystify the topic of reen-
gineering, dispel some of the common myths about the topic, offer a
brief but thorough treatment of our own methodology for conducting
reengineering, and present the case for using this approach to compet-
ing in the 21st Century. If your organization decides to embark on
reengineering—and we hope it does—we wish both you and the
organization a successful journey.

We would like to express our gratitude to the many people who
helped us complete this book. To our current and former business
partners and colleagues, we say thanks for encouraging our efforts.
Special thanks go to our clients, especially the fine people of Bausch &
Lomb’s Personal Products Division, who have the vision and courage
to constantly move forward. To Dan Gill, Jim Kanaley, Charlie
Hadeed, Jurij Kushner, Greg Nielsen, Bob Hribernik, Eugene Romeo,
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Tom Moran, Bert Di Paola, Scott Rodgers, and Dave Pecora: Thanks
for the support.

Several other authors and consultants have made pioneering
and important contributions to the area of reengineering. In particular,
to Michael Hammer, James Champy, Tom Davenport, James Brian
Quinn, and Robert Tomasko, we would like to say thanks for the good
work and for bringing the subject of reengineering to the forefront of
management.

And this book never would have materialized without the tire-
less efforts of Do’reen Hein, Rhonda Kloosterman, Shirley Rodriguez,
and the very professional staff of Pfeiffer & Company: Managing
Editor JoAnn Padgett, who helped us plan our manuscript in the initial
stages; Developmental Editor Carol Nolde, who edited the book with
an emphasis on a succinct, orderly, and readable presentation; Produc-
tion Editor Dawn Kilgore, who supervised the transformation of our
manuscript into the beautiful work you have in your hands; and Senior
Graphic Designer Lee Ann Hubbard, whose creative design, layout,
and illustrations grace these pages. To everyone who spent countless
hours with drafts, rewrites, and galleys, we express our heartfelt
appreciation.

Finally, none of this would have been possible without the
continuous inspiration, support, and confidence of our loving wives,
Grace Gabe and Lynn Mische. We are so grateful that they are our
partners in life.

Warren Bennis Michael A. Mische
Santa Monica, California Boalsburg, Pennsylvania




Foreword

Organizations are discovering that they cannot succeed in tomorrow’s
world unless they reinvent themselves today. Yet, despite this discov-
ery, they often don’t know what reinvention entails.

In The 21st Century Organization: Reinventing Through Reengineer-
ing, authors and consultants Warren Bennis and Michael A. Mische
define what reengineering is and is not and then present their own
five-phase methodology for performing reengineering. In essence,
they have provided an effective road map for organizational transfor-
mation. Their book is an invaluable guide for any executive who is
contemplating or initiating reengineering.

In giving us this book, Bennis and Mische also have encouraged
what may well be the organization’s most significant function: to serve
as the enabler of what Edwin Land called “the rewarding and inspiring
work day.” In addition, this book fosters awareness of the organization
as an entity through which the creativity of human minds continually
raises people’s living standard, thereby promoting the belief that
tomorrow can be better than today.

It is my hope that courageous and innovative individuals like
Bennis and Mische will be inspired by this book to address some of
the important opportunities presented to organizations in the future:

¢ Generate a set of organizational titles that are more consistent
with the leadership role than the outmoded management
function. The title of “chief executive officer,” for example, is
an anachronism; “chief strategic officer” may be a possibility.

¢ Supplant the “chart” structure of the organization with a
different structure that accommodates the interaction of a
proactive culture with the reactive demands of influences
outside the organization. The human nervous system with its
simultaneous voluntary and involuntary capabilities may be
an excellent model.

¢ Rethink out-of-date accounting systems, which make no al-
lowance at all for the two most significant organizational
assets: knowledge and people.

Donald Alstadt, Chairman of the Board, Lord Corporation
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WHAT Is
REENGINEERING?
MYTHS AND REALITIES

We started with a fresh sheet of paper and said to ourselves, “If
we were starting GTE today, how would we do it?”

Bruce Carswell, GTE Corporation’s
senior vice president of human resources

Today there’s a growing tendency to charge headlong into
an activity labeled “organizational reengineering.” Accord-
ing to the media and organizational consultants, virtually all
of the Fortune 500 companies are performing some type of
reengineering. Even the U.S. government purportedly is
attempting to reinvent itself.

Despite its popularity, the process of reengineering is
still a mystery to many people. In an effort to help solve the
mystery, we offer this chapter, in which we dispel some of
the myths about reengineering, clarify the five essential ele-
ments of the process, present our detailed definition of reen-
gineering, and describe the specific goals of reengineering.
As you will see, the process of reengineering as we view and
apply it is quite different not only from the applications of
the past, but also from traditional problem-solving methods.
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MYTHS ABOUT REENGINEERING

In working toward defining and describing a term that is so
subject to controversy, we decided to start with some com-
mon misconceptions and describe what reengineering isn’t:

Muyth 1: If you're contemplating reengineering, you
must have been doing all the wrong things, all along.

The reality is that if you've made it this far, you’ve done
a number of things right, even if you haven’t done them
perfectly. The process of reengineering allows you to recog-
nize successes while striving to identify and capitalize on
opportunities for improvement through innovation.

Muyth 2: Reengineering is about information technol-
0gY.

The reality is that although information technology is
an enabling agent of change and is essential to any reengi-
neering effort, reinventing the enterprise requires a lot more
than just addressing technology issues. History has shown
that in and of itself, new technology never produces quan-
tum results for shareholders and customers.

Myth 3: Reengineering means doing more with less.

The reality is that reengineering is about doing things
differently and more effectively, with or without existing
personnel. It does not start from the premise of eliminating
jobs, nor does it inevitably lead to downsizing.

Downsizing does haveits place in an organization that’s
overstaffed. The key point is that every job should create
customer or shareholder value; if a job doesn't, it should be
eliminated so that it doesn’t simply contribute to growing
overhead.

Unfortunately, during the downsizing movement of the
1990s some organizations went way too far, erroneously
calling their efforts “reengineering,” and cut deep into their
core cultures. In doing so, they exorcised many of their




values and leaders and lost not
only knowledge, but also role
models.

For those organizations
that voluntarily forfeited their
talent, downsizing became
“suicisizing.” They may have
generated some short-term cost
reductions and profits, but the
overall cost to their long-term
competitive posture has been
€normous.

Myth 4: Reengineering
can be used to fix any problem.

The reality is that reengi-
neering is not a solution to be
applied to isolated problems.
It's a process that changes the
organizational culture and cre-
ates new processes, New Sys-
tems, new structures, and new
ways to measure performance
and success.

Muyth 5: Reengineering
can be managed by anyone.

The reality is that the per-
son who serves as the transfor-
mation leader must have
strong leadership skills, ma-
ture business judgment, exten-
sive experience in managing
organizational transformation,
knowledge of the reengineer-
ing process, experience in us-
ing a refined methodology to
conduct the process, and a

Technology-Driven Reengineering
Gone Wrong

One Fortune 1000 company, a major
distributor of brand-name and
private-label products, invested about $7
million in new technology and software to
support its order-entry and manufacturing
processes. The stated goals of the effort
were to enhance customer service,
accelerate shipments, reduce head counts
and inventories, and decrease cycle times.

Immediately after acquiring and
installing the software, the company’s
consulting firm and information-services
staff embarked on a multi-year, multi-
million-dollar project to modify the new
software. The objective was to enhance the
software to better support “how we do
business.”

Despite the fact that the organization
was heavily layered and rife with
duplication of effort, no reengineering of
the existing processes and organizational
responsibilities was attempted. Senior
management was convinced that it wasnt
necessary and would only “disrupt the
organization.”

The new software was modified to
support the processes that the company
had used all along. Inventories, head
counts, and cycle times were increased, not
decreased. Customer service was not
enhanced; shipments were not accelerated.
The information-services staff was
confronted with a backlog of user requests
representing more than thirty years of
effort and growing every day.

What Is Reengineering? 3
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Downsizing Becomes
“Suicisizing”
One major consulting firm
used downsizing to cut its
leadership group by some 25
percent. At the time of the

downsizing, the firm was one
of the leaders in its field.

Within three years of the
initial downsizing, the firm

went through at least four more

reorganizations, all of which
were significant. Business
focus, morale, and core

competencies deteriorated with
each reorganization. Today this

organization has dropped in
comparative revenue rankings
to virtually the bottom of its
industry.

One way to judge if you are

reengineering: The first time you

bring it up, if no one screams,

“Are you crazy?” then it is not a

reengineering project.
Robert Rubin

commitment to helping the organization
change. Credibility is a must.

Muyth 6: Reengineering creates anxi-
ety and chaos that are detrimental to the
organization.

The reality is that reengineering does
create anxiety, but anxiety need not be det-
rimental and chaos need not be the result.
Reengineering is change, and change can
be excruciatingly difficult. If the reengi-
neering effort is properly managed and im-
plemented, though, lasting scars can be
avoided.

Muyth 7: Reengineering is a scientific
process.

The reality is that although certain sci-
entific techniques might find their way into

a reengineering process, the process itself
is not a scientific one.

FIVE ESSENTIAL
ELEMENTS OF
REENGINEERING

Now that we’ve dispelled some of the
myths commonly associated with reengi-
neering, we can begin to build a new defi-
nition. In our view, reengineering has five
essential elements:

4 A bold vision.
4 A systemic approach.

4 A clear intent and mandate.




4 A specific methodology.
4 Effective and visible leadership.

Without any one of these five elements, the change
effort being contemplated is not reengineering.

ESSENTIAL ELEMENT 1: A BoLD VISION

Some organizations that embark on efforts later called “reen-
gineering” have been motivated by embarrassment, fear of
extinction, or a wake-up call from competitors. (We offer
some examples in Chapter 2 when we discuss the evolution
of reengineering.) But a better motivation—the real starting
point for successful reengineering—is a bold vision of the
organization’s future and the passion necessary to turn that
vision into reality.

A few organizations, such as General Electric, Yamaha,
Motorola, Kao, and Bausch & Lomb, have, in fact, reengi-
neered out of vision and passion. All five of these companies
were already doing well .
when the decision to reen-
gineer was made.

Sometimes the neces-
sary vision and passion
arise from a desire to
dominate or change an en-
tire industry. Disney, for
example, set out to regain
dominance by reinventing
its entertainment opera-
tions. It was driven by a
passion not just to provide
entertainment, but to be
entertainment.

And Home Depot
reengineered the way in g, pigo mistorica s(wt-ltﬂ}y, Photograph Collection

What Is Reengineering? 5

which people shop for An old-fashioned hardware store, a good source of items for small
their home-remodeling jobs. Home Depot represents an alternative source concentrating

on a wide range of services.
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materials when it launched the concept of retail warehousing
with huge quantities of in-stock items, everyday low prices,
and highly paid and knowledgeable workers. In doing so it
not only reengineered the traditional hardware and build-
ing-supply industries, but also created a completely new
retailing concept.

ESSENTIAL ELEMENT 2: A SYSTEMIC
APPROACH

Early in the evolution of reengineering, a number of organi-
zations made change efforts that were situational, that is,
specific to a particular problem. And therein lies the differ-
ence between what has been the historical context of reengi-
neering and what we call “reengineering.”

From our point of view, reengineering is systemic. It has
far-reaching, organization-wide implications and is not re-
stricted to just one organizational issue, procedure, task,
activity, function, or unit.

Not everyone, however, shares our view. Reengineer-
ing definitions span a wide spectrum. At one end of the
spectrum are the more traditional definitions, which charac-
terize reengineering in a narrow context that emphasizes
incremental improvement, changes to fundamental proc-
esses only, head-count reductions, and self-funding projects.

At the opposite end of the spectrum—where we happen
to be—are the more revolutionary definitions, which charac-
terize reengineering as total reinvention and transformation
designed to achieve quantum results (minimum 50-percent
improvement). The revolutionary view addresses all organ-
izational functions in terms of the processes performed,
whereas the traditional view confines itself to one or more
individual activities within a specific function.

For example, let’s assume that an organization is about
to undergo reengineering. With the revolutionary approach,
one of the functions dealt with would be customer service,
and it would be addressed in its totality, just as all other
functions within the organization would be. With the tradi-




tional approach, however, the effort might ===
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focus exclusively on a portion of customer The traditional approach doesn’t
ice and, furthermore, only on on ct
servicean ermore, Only ONONEASPECE  1ond to quantum results.

of customer service, such as order entry.

So what’s wrong with the traditional
approach? Customer service involves not just order entry,
but various activities that are distributed throughout the
average organization in various departments: credit, distri-
bution, forecasting, sales, shipping, planning, scheduling,
traffic, accounts receivable, and manufacturing. These activi-
ties are usually the responsibilities of different functional
units, which treat and manage their components of customer
service independently and differently from all other units.

Addressing the customer-service process using tradi-
tional, situational techniques might result in improvement to
one or more activities of a specific procedure or department,
but not to the process of customer service as a

whole. In addition, not addressing other functions Always Remember
outside customer service—.—w}‘uch may very wellbe Customers
related to customer service in ways that are not

immediately apparent—might mean that benefits Throughout the

gained either will not be sustained or will be ne-
gated. Consequently, the customer may never see
the results of the effort.

Reengineering through reinventing, on the
other hand, recognizes that the process of cus-
tomer service spans many parts and levels of the
typical organization, and it addresses all of those parts and
levels. It arranges all activities associated with customer
service—previously divided into separate units—into proc-
esses that have a continual flow, accelerated velocity, a con-
solidated function, and a common system of management
practices and performance measurements. This organiza-
tional restructuring leads to uniformity in ways of dealing
with customers and greatly increases the probability that
customers will see the results of the reengineering effort.

reengineering process,
remember to ask John
W. Nordstrom'’s favorite
question: “What do our
customers really want?”
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There’s another problem associated with the tradi-
tional approach: It doesn’t lead to quantum results. Why?
Because an effort intended to achieve incremental improve-
ment is not designed to yield dramatic results; it is de-
signed to satisfy an immediate need and reach a near-term
objective.

ESSENTIAL ELEMENT 3: A CLEAR
INTENT AND MANDATE

Thus far, very few organizations have embarked on reengi-
neering with a clear intent and mandate. More often than
not, an organization engages in some kind of change effort
and after the fact refers to that effort as “reengineering” be-
cause that term has some internal appeal or external mar-
keting value.

Instead, to effect systemic change that is lasting, the
organization must start with that specific intention and
must realize that the end point will be an entirely different
enterprise. And creating a new enterprise requires the man-
date and ongoing support of top management; there’s no
other way to ensure that the necessary resources are ap-
plied to plan, manage, implement, and sustain the reengi-
neering effort.

ESSENTIAL ELEMENT 4: A SPECIFIC
METHODOLOGY

Unlike the accounting and legal professions, reengineering
has no codified rules, educational requirements, or profes-
sional standards. As reengineering is still evolving as a man-
agement doctrine, there is very little information on how to
perform the process. In particular, there’s an absence of
“how-to” material described at a level that can be useful to a
manager or executive.

But with a process as all-encompassing as reengineer-
ing, a specitic methodology is critical. Both the leader of the
reengineering process and the organizational employees




