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INTRODUCTION



I am Captain Nancy E. Honey, USN.  I was honored and had the pleasure of being selected to the Secretary of Defense Corporate Fellowship Program. American Management Systems (AMS) sponsored me in two of its business units - the Industrial Consulting and Systems Group (ICSG) from August through December 1996, and with the Financial Industry Group (FIG) from January through May 1997. During my tenure there, I participated in and observed business process re-engineering, change management in large organizations, information systems development and implementation and corporate and business unit level strategy development. The following report is based on ten months of observations.



AMS was a very gracious and supportive sponsor.  My access to anyone and any information within the company was unlimited.  I was allowed to attend and participate in their senior management meetings, and any meetings which I thought important and interesting. The nature of their business is extremely dynamic and so are their schedules.  Despite this, the AMSers went out of their way to answer my questions and to set aside time to discuss and explain AMS to me.  I appreciate their candidness and support, and have enjoyed my stay with the company very much. 



Thankyou AMS!

















































EXECUTIVE SUMMARY 





I recommend DOD eliminate requests for contract bids which go beyond three years,  define its bottom line in monetary terms,  limits its focus to core mission areas and the employees’ work environment, and adopt information technology which supports, information sharing, collaboration, and mobile computing.

The  information technology and business process re-engineering and change management methodologies are available now.  We can structure ourselves in many ways with technology, but we must first decide what is our most efficient structure.  Adopting a three year limit on contract pricing requests will align DOD practices with business’capability to make accurate estimates.  Limiting our strategies to the core missions and the working environment will concentrate our energies on the most crucial purpose of our business.  This coupled with the use of information technology will effect substantial changes in the requirement for physical infrastructure and support staffs.

In this report, I will provide a description of AMS - past, present, and future.  A brief discussion will follow of my experiences at AMS.  Then I will present the methodology for change which AMS proposes and uses externally with its clients.  This will lead into my observations of internal change which AMS effects.  Lastly, I will recommend changes within DOD, the USN, and the SECDEF Fellows Program based upon my experiences over the last 10 months.

















































WHAT IS AMS? 



WHERE WAS AMS?



In 1970, five of the Secretary of Defense - Robert MacNamara’s “Whiz Kids” founded a company based upon the fundamental idea of using the emerging capabilities of the computer to improve business decision making and efficiency of operations. That company was American Management Systems (AMS).  The idea of a computer being integral to business strategy was new at the time.  This concept has proven its worth repeatedly and consistently over the last 27 years for AMS as evidenced by the company’s success. 

Eighteen months after AMS was founded, it signed its first significant contract.  In 1972, AMS increased its ability to serve associations by acquiring a firm that had been providing data processing services to approximately 90 associations and other membership organizations.  To increase its skill base and client offerings, AMS continued to acquire additional small companies.  Several other contracts were picked up over the next five years and in 1976, when AMS successfully assisted the City of New York in revamping its financial system, AMS gained recognition in the industry.  As a result, new fields opened up, new contracts were won,  and in 1979 AMS went public. 

Their history has not been without its bumps. In 1981, AMS stock dropped ($41 to $10) when growth figures did not match the company’s past performance.  The reasons for this were the enormous expense of moving into a building in Rosslyn; too many new product lines and services at the same time; rosy growth predictions that didn’t stand the test of reality; growth which surpassed the effectiveness of management by committee; and the loss of two clients who decided to do their own computer and data processing work.  To fix this AMS restructured.  It vested the day-to-day management of the company in one person, and reorganized the company along vertical market lines. AMS also changed its business strategy.

Up until then AMS took one client at a time.  AMS worked on a series of projects.  The corporate culture negated specialization, once experienced - one moved onto the next experience.  In 1982, the concept of industry-specific business units began to evolve.  The methodologies, re-usable software systems, and seasoned AMS teams fell into recognizable patterns. Based on these patterns, the practice of combining professional services with proprietary software packages for large organizations in specific industries was adopted. 

Also in the 1980s, AMS recognized the need to codify the company’s experiences and lessons learned into a guide for consultants and program managers.  By the late 80s, The Lifecycle Productivity System (LPS) Methodology detailed important company experience.  The document was divided into components which dealt with different project areas, and was available in book form. 

By the early 1990s, several critical situations had developed. Many of AMS’ most important clients were global and potential business opportunities were opening in Europe. Client server technology was revolutionizing the IT world. Up to this point, AMS was a loose union of Business Units which could stand alone.  AMS realized it needed to provide common infrastructure to leverage its knowledge capital in order to grow successfully.  These coupled with AMS’ desire to maintain long-term relationships with its clients, and to be recognized as technological leaders in their field were the incentives for AMS to reevaluate its business strategy again.  

AMS embarked on an aggressive strategic implementation plan focused on two key action areas - to create aggressive, innovative recruiting programs; and to maintain and nurture their corporate values.  These values are sharing corporate goals, supporting individual development, rewarding employees based on merit, delegating authority and accountability, fostering communication, committing to the interests of the client, and acting with integrity and ethical behavior in all matters.  To support these key action areas, 31 different corporation wide initiatives were instituted in 6 different program areas.  I’ve  outlined that implementation plan below because of the example it provides.  It also serves as a comparative baseline against which you can draw your own conclusion as to AMS’ effectiveness at executing its strategy.



Implementation Plan Outline

  Organization and Management

  distribute strategy documents to AMS staff, investors, clients and

 potential clients

  present (given by senior AMS managers) comprehensive briefings of 

the strategy to all business units

  realign organization to allow time to implement the initiatives, 

provide management continuity, focus on selected target industries, and draw company units more closely together

  fund the strategic initiatives

  include the human resource group VP and the CTO on the

 Management Policy Committee (MPC)

  rotate MPC membership

  form MPC subcommittees to focus on strategy key areas

  establish a Corporate Contribution Credit (CCC) program

  publish a “Titled Staff Corporate Responsibilities” statement to be

 used as a basis for performance evaluations

  emphasize non-financial goals to be used in performance evaluations

 and implementation plans

  consolidate AMS information resources

  Client Relationships and Business Development

  formulate a client relationship/business development model

  develop a business process assessment methodology

  establish a client strategy assessment process

  create an extensive business development training program

  Technology

  facilitate the evolution of AMS technological infrastructure through

 the MPC Technology subcommittee

 define and communicate our best practices to all AMS employees

  integrate the efforts of the technology infrastructure group with that of 

the AMS methodology group and related system-development support components

  establish and AMS Center for Advanced Technologies (AMSCAT)

  designate a chief technology officer

  prepare (each business unit) a three-year technology plan

  develop a more extensive technology training program

  International Growth

  coordinate  international business activities

  invest in products tailored primarily for the European market

  invest in AMS’ international infrastructure

  launch innovative recruiting and internship programs

  build an overseas travel data base

  Recruiting and Assimilation

  focus on company-wide recruiting

  increase the quality and proportion of college hires

  institute a ‘school manager’ program

  increase and restructure our recruiting resources

  recruit experienced technologists

  Staff Development

  accelerate staff development

  modify promotion criteria



In 1993, AMS founded its Center for Advanced Technologies and appointed a Chief Technology Officer, Dr. Jerrold Grochow.  In 1994, AMS began formulating a program to build a knowledge base in organizational development and change management.  This translated into the “Achieving Breakthrough Performance” Program in 1995.  Concurrently,  the Knowledge Centers were established to collect AMS knowledge and share it throughout the company.

















































WHERE IS AMS NOW?





Overview



Today, AMS is a world class business and information technology consulting firm that provides a full range of services: business re-engineering(BPR), change management(CM), systems integration, and systems development and implementation. Its business it to provide innovative solutions to clients by partnering  with them to achieve breakthrough performance through the intelligent use of information technology.  AMS is headquartered in Fairfax, Virginia with 53 offices worldwide and 6,800 employees.  Its revenue has grown at approximately 20% yearly over the life of the company, generating $812 million in revenue in 1996.  The below chart depicts AMS revenue growth over the past six years. 
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What other economic indicators are there of AMS’ success in implementing its own strategy?  In its March 97 issue, Consultant News ranked AMS 21st out of 40 of the largest management consulting firms and among the largest management consultants providing services to the government sector based on revenues.  Also in Mar, The Economist listed AMS 21st out of the top 25 U. S. based consulting firms, and Management Consultant International lists AMS as 18th of 33 leading German consultancies. Virginia Business ranks AMS 36th out of 60 of the largest public companies in the Northern Virginia area.  AMS is 35th out of 500 of the top value-added resellers, ISVS’ and systems integrators according to VARBusiness .  Financial World considers AMS 57th out of 100 of the best growth companies, based on five-year annualized sales growth in earnings per share, ROE, and estimated EPS growth in 1997 versus 1996.

That’s not all.  The National Association of State Information Resources Executives (NASIRE) honored AMS with a Recognition Award for its Collection Account Processing System (CAPS).   AMS also won the 1996 Silver Anvil Award  for public relations programs in 13 categories ranging from community relations and special events to public affairs and marketing communications

According to industry and business analysts, the corporation’s strengths are its reputation for delivering large, complex systems to clients in its targeted vertical markets; its goal of making AMS one of the best firms in the services industry at which to work; and its growing practice in BPR and CM using newer technologies effectively for solving client’s business problems. 





Board of Directors 



 	DanielAltobello,					Dorothy Leonard-Barton

Chairman of the Board, 					William Abernathy

Onex Food Services, Inc.					Professor of Business

							Administration,

	Paul Brands						Harvard University

Chief Executive Officer					Graduate School of

Vice Chairman of the Board				Business Administration

	

James Forese						Frederic V. Malek

Executive Vice President and President 			Chairman,

International Operations, 					Thayer Capital Partners

IKON Office Solutions

							Frank A. Nicolai

	Philip Giuntini,						Founder;

 President 						Executive Vice President

						

Patrick Gross						Charles O. Rossotti

Founder;						Founder;

Vice Chairman of the Board				Chairman of the Board



	Walker Lewis						Alan G. Spoon

 Senior Advisor,						President,

Dillon, Read & Co., Inc.					The Washington Post Company

	

The makeup of AMS’ Board of Directors is a little unusual in that five of its members are AMS employees.  This is generally high in comparison to corporate practice. The three remaining founders, as well as the President and the CEO, all have considerable stake in the future of AMS.  They also have the expertise and the foresight to meet the challenges of the future.

In looking for board members, AMS follows practices which are not uncommon in the corporate world.  They look for line executives in industries which do not conflict with the industries of their clients.  Generally AMS considers people who are known to one of their members, and who have demonstrated exceptional general business judgment and integrity.





Organizational Structure



AMS’ organizational structure is relatively flat and organized into Business Units (BUs).  Generally, the BUs focus primarily along vertical market segments where AMS provides software products and consulting services. Each BU is organized into Responsibility Centers (RCs) which handle certain clients, functions, or products.  Employees are assigned to the RCs.  The organization is guided by the Managing Directors and supported by the Corporate Support, Corporate Technology, and Achieving Breakthrough Performance BUs. 

The nucleus of AMS is the project.  All monetary transactions, revenues or expenses, are tracked to a project which can be further broken down into direct and indirect projects.  Direct projects are those associated with an outside client and contract and provide revenue, as well as expenses.  Indirect projects support the BUs or RCs,  have no outside client, and have expenses only.   

The traditional hierarchical structure along strictly functional or geographic lines, which many corporations model,  does not give AMS the flexibility to fully use its primary resource - people - to develop and maintain expertise within specific skill areas and niche markets. Instead, AMS has adopted the structure shown on the next page.

This structure takes advantage of the flexibility that a vertical market focus provides and the advantage of uniformity a functional structure provides within the administrative and corporate support areas.  On the organization chart you see a separate European entity which seems to indicate a geographic alignment in structure as well.  This is not the case.  “Europe” provides the corporate and administrative support to the business units (Finance and Telecommunications mainly) which have operations in Europe, and specializes in the various host country support for legal and regulatory requirements. Both the Financial Industry and the Telecommunications Industry Groups view their vertical markets as ‘pan-European’ markets and assign their people based on skills and talents, not location.

The spirit of entrepreneurism is still the fabric upon which AMS operates.  Each of the BUs plans and executes business with minimal control exercised by corporate headquarters. In fact, each of the BUs could stand alone. The threads which exist to hold these businesses together are a common understanding of AMS’ business, the networking of AMS employees, and the development of business and financial plans which align with and support corporate vision, strategies and goals.�
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Vision



AMS’ vision is based upon the founding belief that there will always be a place for information technology (IT) in business. AMS will be the expert in the chosen niches within specific vertical markets.  They will dominate these niches or, minimally, be the second or third ranking corporation within the niche.  Since their focus is on specific niches, AMS will set the standard for the niches, but not the entire vertical market. The technologies, markets and semantics may change, but the bottom line will remain the same.  AMS will help their customers achieve breakthrough performance through the intelligent use of information technology.





Strategy



	AMS’ current strategy, which I have outlined below, is six-pronged.

  target select industry segments or niches

  create and update replicable software modules for use within those niches

  use a business case focus on all projects

  control growth to 20% to 25% annually

  grow by hiring individuals vs. by acquisitions

  make AMS one of the best places to work.

The picture on the next page shows those industries and the niches which AMS currently targets.
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Strategic/Business/Financial Plan Development



The strategic plan was written in 1993 and has not been rewritten since.  Although no formal review has occurred and no specific period for review has been established, a review next year is being considered.  This implies a five year cycle.

The corporate strategy is developed from the vision. In doing so, AMS considers such questions as ‘How do we grow?’ and ‘Where is the market going?’ Believing their current markets will remain robust for at least the next 5 years, AMS explores options which build on current competencies and expand the business into other niches within the markets, expand the business internationally, increase the business within the current niches, and create niches in new vertical markets.  

In looking for new vertical markets, AMS considers the play of IT in a particular market, and room for growth in that market.  A market  which  is undergoing dynamic change and lacks a competitor niche holder is a potential candidate. Another consideration is the availability of  current company assets and experiences which can be applied to the new market.  For example, deregulation of utilities is creating possibilities within that industry. AMS’  Telecommunications BU has expertise in customer billing, Industrial Consulting Systems Group has expertise in the work flow arena, and Financial Industry Group has expertise in risk assessment.  All of this cross BU expertise can be leveraged in the utilities industry.

At this point the corporate strategic plan is conceptual in nature and generally covers three years. The reason the plan does not go out farther than three years is the dynamism of the markets and information technology.  For example, the average life cycle of software and hardware products today, from conception to replacement, is 18 months. The volume and speed at which IT is developing makes looking beyond a three year period unrealistic.

Once the conceptual plan is formed, the CEO, President, and Chairman of AMS share it with the BU managers. The plan is primarily stated as objectives with no associated concrete numbers. This happens in the early fall.  Then the process of breaking down the concepts into measurable objectives begins under the headings of business and financial plans. These plans are developed in support of and necessarily must follow the strategic plan. 

During the ensuing six weeks, the BUs,with imputs from the RCs and project managers, draft their individual business and financial plans. At the end of this period, a follow up meeting with the BU managers is held to go over the BU plans which have been developed in support of the corporate strategic plan. Numbers appear at this stage and goals are defined in monetary terms and projected out over the next three years.  

In late November, the initial corporate three-year plan is drafted and smoothed for an early December presentation to the board of directors.  Between mid December and early January, the  plan is refined and by mid February, the final plan is crafted, presented to the Board of Directors, and approved. There is continual negotiation and re-negotiation of the BU plans throughout this process, and the process is repeated every year.
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Information Technology



I put the picture on the previous page in this report to illustrate the rapidly changing landscape of technology.  Coupled with a dynamic and highly competitive business environment, this creates a level of complexity which we’ve not seen  before.  For a business to survive, it must master the complexity.  AMS recognizes todays business opportunities and risks and has put together a technology strategy which takes advantage of IT.  They deliver client/server solutions, design advanced user interfaces, use object-oriented techniques, and create customer accessible systems. The Gartner Group credits AMS as the source for the Web Business Value Model which evaluates the complexity of implementation and business value of Internet and intranet applications, and is one of the leading worldwide Internet/intranet and electronic commerce consultants.  A few examples of their success in harnessing the potential of the Internet and other technologies for business use are summarized below.

Over the past year AMS co-developed (with mbanx, Bank of Montreal’s virtual banking division) the first major bank interactive lending system for mortgages over the WWW that features immediate decision capabilities.  Customers can complete a mortgage application online from start to finish and receive an immediate decision.  Customers can also apply for a credit card online and receive a decision within 30 seconds This capability uses existing branch banking and legacy systems, instantly approves loans, provides anywhere/anytime access to lending services, and is expected to reduce the cost of originations by 80% compared to branch banking.  This system went live in February 1997.

AMS and The Royal Bank of Canada created an application that allows importers to apply for letters of credit anytime from anywhere in the world.  This new system improves response time to the customer and reduces the bank’s operating costs.

AMS is working with ABN AMRO Bank, in the Netherlands, to develop a global risk management capability using object-oriented, client/server technology.  This capability will cover trading activities in fixed income, equity, foreign exchange, and money markets.

Capitol One (financial services institution) with AMS’ expertise is automating its credit decision making.  Additionally,  through the use workflow and imaging client/ server technology, Capital One has enhanced its ability to capture , manage and store customer correspondence and application data.  .This translates to decreased monetary losses and improved workflow management and customer service.

Working with BellSouth Telecommunications, AMS is reducing operating expenses and boosting the company’s IT productivity with innovative billing and customer care systems.  These solutions are geared to build customer loyalty, increase market share, and improve BellSouth’s competitive edge, and reduce operating expenses.

In Germany and Belgium, AMS is working with Mannesmann Mobilfunk and Belgacom Mobile to improve the flexibility and responsiveness of their customer care systems.  The new system interfaces with the current customer care system and supports flexible sales force structures, innovative sales incentives, and complex commission payment models.

Value Behavioral Health and AMS have built an object-oriented, client/server system which reduces both the cost and time of processing claims. It does this by streamlining the customer service work flows, and linking multiple legacy systems.

The University of California At Davis and AMS are developing an integrated client/server financial management systems using workflow, electronic approvals, imaging, and other advanced technologies.  Decision support capabilities will be provided through the world wide web (WWW).  This will improve reporting functions, which in turn will support capital asset management, accounts receivable/payable and purchasing.

The Kansas Department of Revenue, guided by AMS, is restructuring all tax administration processes.  Using object-oriented design and client/server systems, the KDOR will create a paperless environment where taxpayers can access, through multiple channels, a single point of contact.

AMS worked with the U.S. Patent and Trademark Office to integrate its financial system with a procurement system.  Senior executives now have immediate access to business data and a paperless procurement process has reduced by 50% the time from request to purchase order.

An integrated change management program has reduced paper intensive processes, streamlined policies and procedures and improved work flows at CIGNA.  AMS is also developing an infrastructure which will allow customers to resolve inquiries and complete financial transactions via the Internet.

In March 1997, AMS introduced its HealthWeb Concept System for exchanging health care information over the Internet.  This technology provides a low cost means to link health plans, members, employers, hospitals, physicians, pharmacies, medical education and research facilities and the biotechnology community.  Patients can view medical records log self-care information, schedule appointments, fill prescriptions, and receive email reminders.  Employers can view billing records, and manage overall benefits information.  Doctors can approve or deny appointments, view medical records, write prescriptions, and review claims and billing information.

How have they done all of this?  They made a decision to be at the leading edge on technology applications for business.  They developed a strategic plan to get them to the leading edge.  They executed the plan.  This plan included establishing entities within AMS which supported external and internal use of technology.



External - The Client as The User



AMS recognizes the difficulty in staying on top of myriad IT developments.  Admittedly, they don’t stay on top of everything.  They are selective.  AMS talks with its BUs and their clients to keep up on what is happening in the clients’ worlds, and they talk to vendors and developers to keep up on trends in technology and upcoming products. AMS also maintains contact with academic institutions, such as MIT, Stanford, Georgetown, etc (where AMS recruits heavily).  If the new products or ideas appear to have potential for their clients, AMS pursues the technology.

AMS leads partnerships with vendors to further their clients interests.  They have entered into technology partnerships with over 100 companies, such as Digital Equipment Corporation, Hewlett-Packard, Netscape, Novell, Oracle, to name a few.  These partnerships allow AMS access to training and technical help, to leverage each company’s competence,to introduce the newest technologies, and to reduce risks.  Recently AMS was awarded the 1996 Symbus Technology Eagle Award for Excellence. This award is presented to the top performing systems integrator representing Symbus Technology products.

The American Management Systems Center for Advanced Technology (AMSCAT),is the entity within AMS which focuses on applied research of innovative technologies for use across all of AMS’ industry practices.  It is modeled after an academic research center and is a major success story for AMS. The AMSCAT’s mission is to increase awareness, understanding and appropriate use of emerging technologies by AMS staff and clients for the benefit of AMS clients.

The Center consists of several laboratories used by AMS teams and developers to validate the effectiveness of new hardware and software development strategies, configurations, tools and techniques; and to conduct proof of concept activities. Today the list of laboratories includes

 Collaborative Work Environments

 Database Management

 Data Mining & Modeling

 Distributed Computing

 Electronic Commerce

 Objects & Languages

 Performance & Testing

 User Interface & Digital Media

 Web Technologies.

Another focus of the AMSCAT is to develop programs to share the technology.  To this end the Center’s Collaborative Researchers partner with AMS project teams and clients to research technologies of mutual interest , and then share the knowledge through publications, databases, seminars, special interest groups and the Associates Program.  To date, I’ve counted eight different publications written by the AMSCAT which cover a variety of topics from people spotlights to very technical topics.

The AMSCAT Associates Program is the focal point of technology sharing within AMS.  The Associates are proposed for a one-year renewable term from across the corporation.  They complete at least one project each year, organize and attend AMSCAT seminars, contribute to the on-line databases, and bring clients to the Center for visits.  The Associates are a critical link in sharing innovative technology applications across AMS and with clients.





Internal - AMS as The User



While the externally focused AMSCAT is the research platform for innovative technologies,  the  Knowledge Express (KX) is the repository of AMS-wide information, the corporate library, a learning resource, a collaborative forum, and a source of news and information.  The KX is internally focused and forms the backbone of AMS’ people network.  It allows AMS to leverage company-wide knowledge, and access information and resources designed to improve productivity.

The KX is a series of Knowledge Centers based in Lotus Notes and includes databases on Advanced Technologies, BPR, Organizational Development(OD), CM, Systems Development, IT Management,  Client Relationship, and Project Management.  The KX also includes just-in-time learning and news sources. The integration of technology with the knowledge capital within AMS that the KX affords, brings intra-communication, training & education, database sharing, knowledge sharing, research capability, the power of the internet, and up-to-date business tools to all employees’ at their desktops.  These desktops can be located anywhere.

The library’s collection includes materials on IT, software development, project management, marketing, accounting, and business development.  It consists of books, government documents, annual reports, internal publications, technical and business references, manuals, and periodical subscriptions.  The library also maintains CD-ROM databases from which you can access information on software and hardware specifications, corporate financial reports, and in-depth reports on technologies and trends.  Printed information sources are available, as well as major on-line information services, such as Lexis/Nexis, Dow Jones, Gartner Group, etc.

A Computer Based Training (CBT) library, begun in 1994, is maintained by the KX.  To date, over 240 courses are maintained which are accessible via Notes, diskette, CD-ROM, and wide area network. The courses cover AMS specific topics, databases, software programs, computer languages and tools, operating systems and networking, etc. 

The preparation by each BU of a three-year technology plan, one of the IT initiatives in the implementation plan,  has been rolled into the business and financial plans of each unit.  Each BU controls its own architecture and the purchase or leasing of its equipment. When I moved from one BU to another, I changed from an Ethernet to a Token Ring LAN, and from CCMail to Lotus Notes.  Despite these changes, the capabilities I ‘ve described above remained accessible to me. 





Culture 



	An AMS strategic goal is to become one of the best firms in the services industry  at which to work. “Our most valuable asset goes home every night to bed”, a statement heard frequently around AMS, stresses the importance of people as its primary asset. AMS measures its success in its people programs in terms of attrition rates, which they proudly say are below the industry average.  Currently AMS experiences  a 16% loss.  Informally, the industry seems to experience a  20-25% loss rate.  Some have remarked rates as high as 30%.

AMS begins by hiring the exceptionally bright and talented people with the idea of keeping the employee for life.  Generally these hires have MBA and computer or technical sciences credentials from well-know, respected educational institutions. These young “initial hires” make up the majority of the employees.  As a result the average age of an AMS employee is 28/29 years.  This practice gives the company a youthful and energetic focus untainted by industry traditional thinking. When need for a particular skill or industry experience is identified, AMS will target an “experienced hire” from that industry.  Even in the hiring practices there are some differences across business units.  ICSG hires more initial hires, while FIG seems to go after experienced hires.

While AMS builds competencies within BUs, it knows its competencies reside in its people, and that its  employees are the main resource and asset of the corporation.  Attempts are made to keep employees even if a BU or a project is dissolved. A database of employees’ skills and experiences exists within the KX which assists AMS in the quick relocation of its people. As a result,  few people leave AMS when a change of this type occurs.  At the same time, this ability to quickly reassign people creates a very fluid and dynamic use of its employees. Based on a needed skill, I witnessed the reassignment of an Activity-Based Costing analyst three times within a five month period.

AMS allows freedom of thought and fosters experimentation.  “The Boss’ direction is just another alternative to be considered.” The statement was quoted from the Chairman down through the BUs to recently hired analysts.  It is said with a smile and absolute sincerity.  Innovative solutions are what AMS provides to its clients and to do that, it must provide an environment to its employees which encourages them to think freely, to be self reliant, and to act on an idea if it is the best solution even if it is not the boss’ solution.  If you accept these parameters as a definition of empowerment, then AMS employees are empowered. This characteristic is pervasive throughout AMS.

Next AMS provides a modern and  flexible work environment with up-to-date technology to their employees.  The typical AMSer travels frequently, in many cases spending more time at the client site than in the office.  One young man had over 200000 frequent flyer miles on his account. Flexible work hours, part-time scheduling, telecommuting, and changing assignments are just a few concepts supported by AMS. Mobile computing, global networking, AMSCAT and KX are some of the modern technologies and concepts used to facilitate flexibility of the work environment.

AMS provides and is continuing to develop a framework for career development and performance incentives. This framework, The Competency-Based Career Development Program, is clearly communicated throughout the organization informally and formally. Career development outlines, guidelines on incentive compensation based on financial and non-financial goals, and guidelines on setting expectations and performance goals are just a few sources available to the employee in published and electronic form.   A formalized corporate-wide mentoring program is being considered.  Some BUs have such a program already, while other BUs are piloting programs. Throughout all of these programs and sources of information, AMS stresses individual and manager responsibilities.  The individual has primary responsibility for their own growth and career development, and the manager has the responsibility for creating a supportive environment for growth and career development.

AMS’ training philosophy can be called “just-in-time”.  It’s educational approach is to apply just enough and at the point of need.  The Education and Training Center employs problem-based learning experiences, formal classroom courses, on-the-job tools, CBT, apprenticeship programs, collaborative workplaces, interactive multimedia, electronic performance support, and the Internet/WWW.  These services are available to all employees no matter their location.  Since over 50% of AMS staff work at regional office sites, the Center has concentrated on the training need of those sites.  The result has been a two fold increase in regional participation.

AMS’ is committed to helping its people balance their work and personal lives. The Partners in Employment Relations (Pier) Program was rolled out across AMS last fall.  The members of this group serve as an initial point of contact for “people” issues. This resource provides support for work-related concerns and information on AMS employee policies and benefits, and serves as a referral for any work-related issue.  The group has established a database to share expertise in a variety of personal areas such as single parenting, AIDS, grief management, domestic violence, and substance abuse.

Other than its lower-than-industry attrition rates, how successful has AMS been with its people programs?  In 1995 AMS was  a recipient of the CARE Award (Companies as Responsive Employers) issued by the Northern Virginia Family Services, and Computer World ranked AMS 9th on list of “100 Best Places to Work” in its June 1996 issue.  For the third consecutive year, Working Mother Magazine named AMS, in its Oct 96 issue, as one of the “100 Best Companies In America for Working Mothers”.

I had the opportunity to attend the “AMS 201” familiarization course for “experienced hires”.  One of the class exercises was to list and discuss the reasons for coming to AMS. People come to AMS for reasons other than money (although I think the money is not bad).  They come because the work environment is conducive to productivity.  They have the opportunity to work with advanced technology, develop innovative business solutions,  experience challenging jobs, and all in a non-bureaucratic environment.  These were the reasons given by my class of experienced hires.  I suspect they mirror other classes’ reasons.

In testing the corporate cultural waters I had several informal conversations with employees.  Here is a summary of one I had with an administrative assistant. This employee came to AMS looking for a job closer to home. The employee had not heard of AMS before being referred by a head hunter.  This AMSer loves working at AMS and wouldn’t think of working anywhere else.  The employee’s ideas are considered and the employee feels free to take an idea to the supervisor at any time.  The advisor/mentor program in place within the BU is a real plus. The AMSer has not experienced a divisive attitude between operators and administration as seen in other organizations.





























WHERE IS AMS GOING?



	AMS’ vision won’t substantially change in the future.  They intend to dominate their specifically targeted market niches and they will establish niches in new markets.  Their purpose will remain to partner with clients to achieve breakthrough performance through the intelligent use of information technology.





Goals



	Expressed in business terms, AMS’ goal is to achieve $1 billion in revenue by 2000. In my opinion, they should easily achieve this goal and sooner than the turn of the century.  For the last two years, AMS has experienced a growth beyond their plan both in the number of employees and in revenues. AMS is responding to this unplanned growth by proactively refining their strategy.  

In an October 1996 Management Policy Committee meeting, the immediate corporate goals for 1997 were presented to the BU General Managers.  Initiatives in support of these goals were outlined for the individual BUs as well as for the corporation as a whole.  These goals include 

balancing growth across AMS

improving economic performance in margins and accounts receivable

solidifying and exploiting current BU initiatives

expanding BU consulting and ABP capabilities.

In summary, corporate actions focus on profitability in a defined program, relate profitability to best practices, and set specific economic goals across the corporation as well as within each BU.  A second focus is on the recruiting and staff development of employees, and the concept of “hotelling” as a work environment issue.  Continuing integration of Internet use into its business applications remains another focus.

So far, the two BUs in which I worked have done well in attaining their goals.  The initiative outlined for ICSG was winning the DoD Procurement Desktop contract.  In April 97, they did that.  AMS targeted the utilities industry for expansion, and a new vertical market was spun off.  The formation of the Utilities Group was announced in February 1997.   The FIG initiative was to refine a customer-based management approach. This approach, now called ‘Customer Value Management’ has evolved from a philosophy based in customer needs-based selling, segmentation, and profitability, to a philosophy characterized  by measurements of customer value and expected value, strategies to achieve each customer’s potential value, and decision making about customers based on value.















Challenges



One of AMS’ challenges is overcoming recent fluctuations in its stock price.  This time, instead of changing the management setup, AMS will focus on targeted businesses, and handling bigger and more complex projects.  The risks are greater with bigger projects.  The main question becomes how to control the risks.  This will be done in two ways - 1)  take the good deals, and 2)  focus on risk management.

In order to identify the more rewarding projects, AMS will invest more in the front end of a project.  The systematic analysis, review, and assessment of potential projects across the BUs will assist AMS in being more selective. After AMS has taken on a project, it will place its best talents and key people on the top 15-20 projects to manage the risks.  More project reviews will also help in managing the risks and several managers may split the managerial duties of the biggest projects within the BUs.

Perhaps AMS’ biggest challenge will be to control its growth.  There are generally two ways to grow a company. One way is to grow monolithically,  that is to break down the business along functional lines. AMS does not favor this method because the benefits of its current structure and the culture it creates would be lost.

A second way to grow a company is to create more BUs along vertical markets.  As I mentioned before, a Utilities Group was spun off this year.  Another potential area lies in the Management Systems and Technology (MS&T) BU.  It is growing  quickly enough to support three BUs - health, federal civilian, and other.  Expanding vertically allows you to grow expertise in specific niche areas, and allows you to form smaller, more easily managed BUs.  This is the way AMS wants to go.

At the same time, harnessing the knowledge capital, sharing information across the BUs, and maximizing productivity in a growing enterprise becomes more complex.  Centralization of functions in order to create efficiencies is a tendency suffered by most businesses and government entities.  Currently AMS is considering a common infrastructure for administrative support issues as well as for career development and management of employee issues.  This initiative is called ReVisioning Administrative Processes(RAP).  Developing this infrastructure which optimizes employee productivity and minimizes corporate control will substantially challenge AMS in its efforts to control growth.  The way in which this infrastructure is presented  and rolled out across the company will also challenge AMS.

The rate of technological advances will also challenge AMS.  Developing environment languages, such as Small Talk, Power Builder, Delphi, etc., will reduce . the time it takes to develop new systems and applications. One of the BU Managers estimated  the reduction as much as 3 years to 1 year. This in turn significantly changes the planning process for future projects and must be factored into corporate guidelines and considerations.

As web technology matures, a significant challenge to AMS, as well as DOD, is the protection of sensitive information within itself and its client organizations. With today’s ability to cull information from the Internet (and company intranets), the aggregation of seemingly non-sensitive data can support the analysis and conclusion of sensitive information.  AMS is wrestling with this problem now.

What are the technologies which will augment the Web, and what will follow the Web?   Dr. Jerry Grochow, AMS’s CTO, is quoted in the September 1996 issue of Computer World on the use of intelligent agents in intranet design.  In Intranets Get ‘Pushy’ he says, “It’s the way of the near-future.  We’ve heard about intelligent agents for years now, but with intranets, we will see it happen”.  In PC Week’s March 17,1997 issue, Dr. Grochow predicts net computers will be popular with the IS groups in most corporations because they bring a lot of issues back to the IS shop to be resolved.













































































HOW DOES AMS ASSIST OTHER ORGANIZATIONS TO EFFECT CHANGE?



As I mentioned earlier, AMS’ business is to provide innovative solutions to clients by partnering  with them to achieve breakthrough performance through the intelligent use of information technology.  The goal of the partnership is to guide the client through transformation to become a  high performance organization.  AMS approaches the client from a holistic perspective, in that the changes experienced by the people, the process, and the technology within the client organization are addressed.





ACHIEVING BREAKTHROUGH PERFORMANCE



In developing an AMS blueprint for change, AMS culled through its own business experiences.  The initial efforts were formally documented as the LPS Methodology which primarily focused on system development and information technology management.  This methodology was later augmented with current concepts on organizational change.  The result is  Achieving Breakthrough Performance (ABP), the centerpiece of AMS’ Best Practices methodologies.

ABP provides a framework and best practices for solving our clients’ business challenges.  It crosses multiple disciplines - CM, OD, BPR, and system development and information technology management.  It is based upon

 focus (breakthrough performance initiative)

 integration of people, processes, and technology

 early identification of key breakthrough concepts

 rapid delivery of significant business value

 creation of long-term organizational capability

 executive engagement and commitment

ABP is a four phased road map to organizational change. The first of these phases is FRAME.  The objective is to create a shared vision of the future organization  among the top client executives and key stakeholders.  These key stakeholders include the client employees, the suppliers and the customers.  The stakeholders must understand where the organization is today, why the organization needs to change,  and what the future organization will be.  They must also understand how performance and progress will be measured, the value of the change, and the process of change.

ENVISION is the second phase.  Its objective is to develop a clear and comprehensive view of the future high performance  client organization.  In this phase, the client focuses on understanding the customer expectations and priorities, and how the client can meet their customers’ needs.   Business processes, use of information technology, and performance measures are addressed and defined for the future organization. The transition plan is divided into manageable segments and these segments are divided into components.  It is in this phase that “low hanging fruit” are identified and plucked.

The third phase is the CREATE phase. In this phase all component pieces of the plan segments are designed, constructed and tested.  The pieces, which can be developed independently, are integrated and demonstrated in a working model.  All the pieces and resources are put in place before moving on to the Achieving phase.

In the last phase - ACHIEVING - the components are piloted.  The client organization evaluates the results, makes necessary modifications, updates the transition plan, and then implements and integrates the solution into the client’s routine business processes.  This process is repeated for each of the transition segment.

The above summary is very simplistic and does not nearly address the commitment, talent, manpower, and time necessary to effect change in a large organization.  However, based on the reputation AMS has garnered in the industry, it works. AMS’ Achieving Breakthrough Performance Methodology is very definitely an important strategic asset.





CHANGE MANAGEMENT



AMS’ success using this method can be measured in the success of their clients.  87% of their clients today have worked with AMS in the past.  At initial glance, it looks like AMS is successful in developing partnerships with its clients.  It also means that 87% of its clients come back because they are still around to come back.

One of the great strengths in AMS’s method is the emphasis on change management.  CM is the logic behind integration.  The CM plan integrates the clients activities whether or not AMS is involved. CM gets the organization and its people ready for change.  AMS’ model encompasses the seven major areas of concern when effecting change.

The first of these area is communication (both internal and external) - who talks to whom, when do they talk, what do they talk about.  Leadership is second, and must come from those who will own and benefit from the change.  It is the leaders’ responsibility to provide resources, remove barriers, participate, encourage innovation, and communicate, communicate, communicate.  The third area engages the stakeholders or the individuals affected by the change.  Measuring performance is next so progress can be monitored and a baseline can be set for future decisions on change.

People must be ready for and accept change in order for innovations to succeed.  Another crucial area in the methodology is monitoring peoples’ willingness and ability to accept change.  A structure and a process which supports the change is needed.  Lastly, a plan for the transition should be developed which details the new processes and systems to be implemented, the order in which implementation will occur, timing of resource investments and the implementing actions.





PERFORMANCE MEASUREMENT



	One of the principles of AMS’ Achieving Breakthrough Performance is measuring an organization’s performance.  In talking to people throughout the organization, both those who focus externally on the client and those who focus internally on AMS, the method employed is the Balanced Scorecard.  In its Best Practices guidelines to Change Management, AMS recommends the Balanced Scorecard method.  This method breaks measurement into four categories - financial performance, customer perspective, business process, and ability to improve.

Financial performance is measured in terms of its value for the shareholders.  Performance measurement focuses on future cash flows rather than current profitability.  Examples of financial measures can be total revenue, revenue per employee, and return on investment.

Customer perspective is measured in terms of absolute cost, quality, time and service.  Performance measurement focuses on the needs and perceptions of the customer.  A few examples of customer measures can be satisfaction surveys, retention rates, turnaround times, and lifetime costs of a product.

Business process measures determine the effectiveness and efficiency of the processes in meeting the needs of the customers and the shareholders.  Business process measurements are associated with cost ratios, speed, and quality.  Some typical examples of business process measures can be time to complete the process, product cost per unit, and percent of service delivered or product completed on first pass.

Ability to improve measures the ability to sustain given performance levels and continually improve.  Performance measures	 in this category focus on the organization’s strategic priorities and on the staff’s motivation and ability to sustain performance.  Examples of measurements can be staff retention, rate of improvement in service or product quality, staff’s understanding of the corporate vision, and staff’s understanding of their role in achieving the vision.

On the next page is AMS’ overview of their roadmap which integrates CM methods into their overall. ABP philosophy.
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WHAT WERE MY EXPERIENCES AT AMS?





INDUSTRIAL CONSULTING SYSTEMS GROUP



I first worked in the Industrial Consulting Systems Group (ICSG) BU which deals with the Federal Government in the areas of financial, maintenance, and logistics systems and the intelligence community.  Specifically I  worked with a project team contracted by Military Sealift Command to guide them through MSC’s re-engineering efforts,  attended senior management strategic meetings, and  participated in the initial marketing meeting focused on establishing a new business unit.



Business Process Re-engineering Project



Working on MSC’s reinvention gave me an external look at effecting change in a large organization.  Having working in the MSC organization before,  I felt I had some insight to offer AMS.  The familiarity with MSC also provided a nice transition for me into the very different cultural and working environment at AMS.

MSC’s Reinvention I  Plan had occurred prior to AMS’ involvement and had restructured MSC along program lines vice functional lines. This was due in part to the need to establish program accountability,  promote a more business oriented approach to the core missions of MSC, and to become more efficient and competitive in its operations.   Considering MSC deals heavily with the commercial world of transportation, aligning itself in a more business like fashion made sense.  Additionally, with the advent of the National Performance Review and the government’s push to reinvent itself,  MSC’s long standing monopoly on sealift for the government was being challenged.  MSC needed to retain the business it had, attract new customers and revenue sources, and revamp its work flow processes.

While Reinvention I addressed MSC’s organizational structure,  MSC needed processes which supported the new organization.   This is where Reinvention II began and the point at which AMS became involved.  To do this, the AMS team followed the methodology outlined in the Achieving Best Practices guide.  By the time I joined the AMS-MSC team,  the reinvention efforts had tracked into the Envision phase of the process.  A draft communication plan, a stakeholder analysis, a customer survey, a draft training plan, and a draft Concept of Operations (COO) had been completed, along with the first three of many Process Action Teams.

The COO was a high level model which described how MSC will operate in the future.  It was based on the vision, goals, and objectives developed by MSC’s Executive Steering Committee. The COO identified short-term improvement efforts and preliminary performance measures, defined core processes and first level sub-core processes(those which are critical to MSC’s success) and described the interactions that exist between the organizational entities in support of these processes.  The COO also described the business case which helped determine the return on investment of resources committed to the reinvention effort.

Although the COO was not approved for several months after I arrived, I worked on COO briefings, several of the PATs,  and developed implementation plans for managing the change associated with the processes and short-term improvement efforts. I was allowed to work directly with the client in these efforts.

While my main focus was on CM, I also worked on some tangential issues.  One of these issues was an alternate manning plan in response to a GAO audit of MSC ship crewing.  Others were completion of Joint Application Design Facilitation Training and participation in Dresler/Sibbet Team Building.

What impressed me the most about the project team was its willingness to follow the ABP methodology, and its freedom to deviate from the methodology if it made sense to do so.  ABP is AMS’ methodology.  There are several others out there and the project team was aware of them.  Although not referred to often,  they did serve as an example of how to approach a problem differently.  The best chefs in the world probably don’t follow the cook book to the letter, but try to get tips from fellow chefs.  The team remained open to other suggestions.

This open-minded attitude helped them remain flexible in dealing with the client culture which is considerable different than AMS’.  The method of effecting change which AMS was proposing to MSC is 180o  out from the traditional military form of dictation. DOD is a change averse organization, but it does change, and can do so quickly.  It does it by dictating change, not managing change.  AMS proposed managing change by informing MSC’s people of the need for change, the type of change needed, assessing the  people’s tolerance to change, and sharing ownership in the change with the people. This method represents an extreme cultural change for a DOD entity.



Senior Management Strategic Meetings



AMS graciously allowed me to attend several of their senior management meetings.  The Management Policy Committee (MPC) was attended by their company officers, and managers from the corporate staff areas and BUs. This was the meeting at which the conceptual strategic plan was introduced. Financial performance measures were tied to the strategy and overall company goals for the upcoming year as well as a three year forecast were outlined.  Also during the MPC, reports on new and ongoing initiatives were presented.

Shortly after the MPC,  AMS held its annual Senior Staff Conference.  All titled employees were invited to this meeting.  Once again the strategy was introduced.  Time was reserved at the end of the conference for the BUs to conduct their own meetings.  Here, the strategy and specific goals for the  BUs were layed out , discussed and tied in with the company’s strategy and goals.

BU initiatives were also discussed.  In the case of the ICSG, the general manager introduced a new incentive plan for titled employees.  The plan tied incentives and bonuses to the overall success of the BU.  The general manager anticipated increased flexibility in assignment of employees and less resistance to change, since incentives were no longer tied to specific projects(as had been the case previously).  The manager was also trying to encourage his senior people to work  together as a team and create a stronger sense of camaraderie.  In January, he put himself and his eight most senior people on this plan.  So far the track record is not long enough to judge success of the plan and feelings about it are mixed, but similar plans have been successfully used in at least two of the other BUs.



Business Unit Formation



In preparation for the formation of a new business unit, I participated in the initial strategy meeting focused on the Utilities Industry.  Prior to the meeting, AMS had already conducted extensive research into the industry  and made the decision to enter the industry. Outside experience in utilities had been hired.  A rough implementation plan was drafted and on the table for consideration, as well was a financial plan.  AMS estimated an up front investment over a three to five year period before a return on investment would be recognized.

Participants at the November 96 meeting were AMS employees who possessed experience in the areas of customer billing, work flow analysis, risk assessment, and organizing new enterprises, etc.  At first the group took part in an abbreviated team building exercise.  Following that, the group  “got down to brass tacks” and identified potential power functions which would result from deregulation.  They assessed the risks, value and services associated with these functions. Potential partnerships with utility companies were discussed.  A general plan of action was reviewed and accepted.  

Ultimately, the Utilities BU was established in February 97 to offer tech consulting, systems integration and specialized application services and products to the utilities industry in the areas of

billing and customer information management

energy brokerage and trading

customer service operations

generation work management

In addition, the applied research labs at the AMSCAT will develop and test emerging technologies for the utilities industry, including mobile computing, electronic commerce and advanced customer care applications.

I wasn’t privy to the decision to enter the Utilities industry.  In retrospect, it meets the criterion AMS sets for itself when making such decisions.  First the industry is undergoing significant change caused by deregulation.  There is no competitor who controls the market.  AMS possesses expertise in its other business units which can be leveraged in utilities, and there is money to be made in the industry.

I was impressed by the thoroughness and depth of the market research that went into the preparation for the initial meeting.  I perceived that the other members in the meeting, although they knew the topic was the Utilities Industry, had not been involved previously (with the exception of the meeting organizers) with the business unit planning. However, they seemed comfortable with the potential change a new business unit would mean to them and with the amount and type of information presented to them.  The lesson to be learned here is research and preparation, and more research and preparation.









FINANCIAL INDUSTRY GROUP



The Financial Industry Group (FIG) was the second BU in which I worked.  FIG focuses on consumer and wholesale banking, risk management, customer care, and securities lending within the finance industry.  In FIG, I worked on a number of initiatives associated with the relationship between IT and downsizing, and the measurable differences OD & CM make on organizational performance and success.  This information will be presented at a June User’s conference and included in the OD & CM Knowledge database for benefit of  AMS employees and the Best Practices methodology.  I also attended project reviews and client organization strategy assessment meetings, and researched ongoing AMS-wide initiatives associated with the implementation of their corporate strategy.



Information Technology and Downsizing



In our research we found a distinct lack of evidence to support a direct link between IT and downsizing and the ability of IT to effect downsizing in any organization.  The value of IT can’t be measured in its ability to reduce the numbers of people needed to do the job.  If the IT is not used by the remaining employees after a downsizing, the IT is not valuable.  The measure of value then becomes based on its use.  The focus has just shifted to people accepting and using the new technology. We have just crossed over into the realm of CM and OD.  If you accept the above summary, the focus of downsizing becomes managing people and not substituting IT for people.

When we researched the downsizing aspect of the problem,  three main themes evolved.  They are the changing American employee-employer relationship, how to downsize, and how to handle the human trauma both inside and outside the company when you downsize. Once again, we are in the realm of managing people.



Organization Development & Change Management



The focus of our research then became the value of CM and OD in re-engineering business processes.  We were looking for quantifiable data.  What we found was mostly anecdotal and testimonial in nature.  Some ‘evidence’ exists in case studies, whose end states have not been achieved yet.  The companies are in the middle of their envisioned change, and preliminary results are positive.  The most compelling evidence that OD&CM has matured is the fact that the large management consultant firms have integrated the field into their business practices. A copy of the paper submitted to the KX is included as Appendix A.

One of the more interesting studies I reviewed was “The Implementation of Business Process Re-engineering” by Grover, Jeong, Kettinger, and Teng in the Journal of Management Information Systems, September 1995, Vol. 12, No. 1, pages 109-144.  Sixty four BPR implementation problems were identified and ranked.  The ranking showed that six of the top ten most severe implementation problems dealt with change management..  These top CM problems (listed by severity)were



 need for managing change is not recognized

 rigid hierarchical structure in the organization

 line managers in the organization unreceptive to innovation

 failure to anticipate and plan for the organizational resistance to change

 failure to consider politic of the business re-engineering efforts

 failure to build support from line managers

These results lend credence to the belief that the management of people is an important (if not the most important factor) in successful re-engineering.



Hotelling



One of the problems “enjoyed” by AMS is its rapid growth rate.  One of the tradeoffs of this growth rate is the challenge of space utilization.  I found the concept of “hotelling” to be a very interesting and innovative solution to the challenge.  It not only reinforced AMS’ commitment to its people to provide quality working environment, but also the concept made use of current technology.

I became aware of hotelling when discussing innovations within the FIG BU.  In the Washington DC HQ they are limited on office space in their current buildings.  In planning space requirements for an upcoming increase in the number of employees, FIG is conducting a cost analysis on building, buying, leasing, renovating, or innovating additional office space.  “Hotelling”, for which they already had a model in their Boston office,  represents an innovative approach to attaining quality office space.

FIG Boston needed a different space which would accommodate their current, very mobile staff and the expected increases in  staff as a result of future business, and they wanted modern facilities. Space in Boston is at a premium.  FIG Boston followed change management practices in developing the concept for their use.  They assessed the current situation and people’s requirements for maximal productivity, developed concepts based on the requirements, developed an implementation plan, and communicated frequently and effectively to their people throughout the entire process.  From concept to execution was a little more than a year.  In January 1997, Boston opened its new office which can accommodate employees in half the space of the more traditional one-person-one-space arrangement.

The new office was designed to support all staff to maximize productivity.  This meant more than just physical space.  It encompassed administrative support, technical infrastructure, a permanently assigned support staff, and offices which represented the culture and work style of AMS.  The new office was designed to allow for cost-effective growth (expand staff without enlarging space), to provide flexible space which can adapt as needs change, to provide a wide range of space types, and to provide technical support for the mobile worker.

Under this concept,  FIG Boston defined space assignment by three categories, - the permanently assigned, the short-term assigned, and the hoteller.  For the latter two categories, space assignment and phone switching (offices, cubes, bays, small and large conference rooms, work rooms, training room) can be handled remotely via telephone to the receptionist or via telephone voice response unit, and upon arrival at the touch screen kiosk. One kiosk handles all spaces.  Personal lockers and file space are available for all employees.  Modular furniture and mobile LAN connections allow you to configure the spaces in many ways.  Video conferencing facilities and equipment, storage space and network features are also available.

During my visit to the Boston office, I counted less than 10 desk top PCs. Three of these PCs are in the library and are loaded high-end multimedia workstations powerful enough to support systems integration and development work.  The rest are mobile computers dedicated to the employees present in the office that day.  All the necessary hookups (power, LAN, phone, and modem) for 120 workers are available. Even the columns which housed the hookups are mobile and can roll to whatever location or space needed.  A supporting network system is present in the Boston office, and is linked to the rest of AMS.  Everything one can do at the HQ in DC can be done in the Boston office.



People Management Initiatives



There were additional initiatives within AMS which I took the liberty to explore.  These initiatives mainly surrounded the change within and the development of AMS’ people management initiatives.  These initiatives, along with the use of technology to enhance their own productivity, were interesting to me because they provided an example of how AMS effected change within itself. Having already described how AMS uses technology within the company to increase productivity(under IT), I will now address some of the people management initiatives.



Inclusive Leadership Committee(ILC)



When AMS defined one of its strategic objectives as making AMS one of the world’s best places to work, it wasn’t in response to known personnel management problems.  Rather it recognized AMS’ most valuable resource was its highly talented, motivated people. In support of this objective,  AMS established the ILC in 1993.  Its mission was to develop and promote a diverse workforce and to provide an environment conducive to balancing professional life with personal life. Its goals were to be the best in ability to recruit, develop and retain the next generation of leaders; and to be a great place to work.  These goals are fundamental to AMS’s long-term growth and success.

The ILC began its work by assessing the working environment.  The committee used the VIEWS leadership diversity assessment instrument, developed by the New Leaders Institute.  The VIEWS Survey, conducted in ‘94’ across the company, asked questions about organizational support for the individual, recognition, challenging experiences which develop leadership potential, barriers to career progress, aspects of employee motivation, and demographic data.

Preliminary analysis was conducted and shared with the employees.  Any issues which could be resolved or acted upon immediately, were, and this also was shared with the employees. Actions which were taken immediately were the implementation of a semi-annual promotion process for new principles, designed to provide more timely recognition of individual performance; a modified salary guidance to support aggressive compensation growth for strong performers; reexamination of all leave policies; development of  practices to minimize the burden of extensive travel; and implementation of measurable people-management goals.

The survey results showed that AMSers felt challenged and were committed to AMS’ success. They perceived little if any barriers to growth. At the same time, they felt there was a disconnect between recognition (compensation, promotion, and project assignment) and performance. They expressed mixed concerns about feedback on skills and career potential.  AMSers recognized the business required hard work and sometimes long hours, but desired more to help in balancing their work and personal lives.  Although the AMS’ results may be different from that of DOD on a similar survey,  the issues and concerns appear to be similar.  The difference is how AMS planned and implemented corrective actions.

These results were presented to the Management Policy Committee BU leaders and company officers.  AMS knew it had to abandon its “sink or swim” mentality to staff management and institute a more structured approach in dealing with staff, one which was more deliberate and objective in using human resources. AMS decided  to send to its management a clear message that said managing human resources is important in  building the business.  AMS also knew it had to combine this message with tools and mechanisms to incorporate more effective staff management into the company’s regular operations, including the human resource systems of hiring, developing, evaluating, rewarding and advancing.

To do this the MPC conducted an offsite with the ILC (additional leaders within the BUs). Prior to the offsite, the ILC had already worked on some of the employees’ concerns (such as part time, travel, promotion and advancement, work life balance). To further refine the ILC work and to identify additional focus areas, the participants were broken out into several working groups.  The template for action which came out of this effort established a corporate-wide mandate to treat employees more effectively, revised the tools and techniques used to manage staff, and provided tailored training and experience in giving and receiving meaningful feedback.

Working groups focused on the advancement of women and minority staff members, part-time staffers, working parents, single staff members.  The support group infrastructure has been expanded to include the PIERS (key individuals within each BU to assist in dealing with work/life issues), a Lotus Notes discussion database on work/life issues,  and a “Guide to Achieving Flexilibility” (tips on travel, part-time work, etc.).  AMS adopted a statement of individual and manager responsibilities for career development.  The Best Practices of the company have been expanded to include competency and career development initiatives.  A communication skills course based on “Talking 95” has been piloted.  AMS has sponsored the Senior Women’s Forum, and has created a “Survival Kit” for women managers.

The ILC meets four or five time a year to research, complete background work, develop pilots and turn programs over to the BUs to do the actual pilot. As new ideas are brought to the fore front, the ILC forms new focus groups.  They attempt to get representation across BU lines, demographic lines, and from those working in the process or who are interested in the product.

The work of the ILC continues this year and will be expanded to include issues which effect recruitment, assimilation, development, retention and promotion of minorities within AMS.  (The “term” minority refers to all Asians, African Americans, Native Americans, and Hispanics within AMS.) The Committee is contacting all minorities in AMS.  The concerns identified through this contact will be used to develop an action plan to address obstacles which may limit minorities in realizing their full potential. AMS anticipates this plan by the end of the year.

Since the ILC is composed of BU managers and leaders whose participation develops a sense of ownership in the various pilots and initiatives, it is not difficult to get a BU to adopt the pilot. Performance measures are built into the pilots and the BUs track and report on the results as part of their piloting responsibilities.  Recently  the ILC compiled the Executive Leadership Resource List and turned it over to the Learning &Professional Development Unit (L&PD), who now tracks and maintains the list.  Currently the ILC is working a fast track for leadership development.  Two or three BUs have already agreed to pilot this initiative.

None of the people initiatives and programs is a corporate mandated program.  The opinion of the  people with whom I talked is the initiative won’t be.  If the pilot shows benefit,  the information will be shared across the company. The decision by other BUs to adopt it will remain with the BUs.

External recognition, such as Working Mother Magazine’s  “100 Best Companies In America for Working Mothers”, point toward AMS’ success in implementing its people management strategy. However, the true test is an internal one.  To this end, AMS is following its own best practice which calls for periodic assessment and built in performance measures. The survey will be run again in 1998 to check AMS progress. One of the more telling performance measures, I have mentioned before, is the turnover rate.

Until 1996, there was no centralized tracking of turnover data.  The information was compiled and maintained within the BUs. This information showed a 16% turnover rate in 1994, a 15% rate in 1995, and a 16% rate in 1996.   Rates analysis had been conducted for several years but analysis of the reasons for the turnover was largely anecdotal.

Last year the first hard core attempt to track reasons was made.  A corporate exit questionnaire was drafted by the Human Resources Unit and made available to the BUs. Participation using the questionnaire is voluntary. In order to interpret the results, AMS looked at the information received on the corporate questionnaires and at the information provided by the BUs.  The reasons were divided into three categories  -  AMS related (those which AMS can do something about), personal, and  better opportunity elsewhere.  Then the reasons were mapped against the ongoing or planned people management initiatives. The resulting picture lays out symptoms of potential concerns and areas which may need additional focus in future strategic implementation plans.

Another use of the reasons analysis is a Strategic Staffing initiative which is in the works.  The results will be a integrated into a planning tool which can be used by managers and the recruiters to build a pipeline of AMS employment. The lack of this planning tool at the moment increases the difficulty of the company’s recruiting efforts, and the ability of the recruiters to respond to the differing hiring philosophies within the BUs ( ex. MS&T has a hiring- from-within philosophy.  FIG is the opposite. They tend to hire more senior people.)



ReVisioning Administrative Processes (RAP)



	The entrepreneurial environment of AMS fostered the attitude of “if you don’t like the level of service, you have permission to fix it yourself”.  Since the growth of AMS exceeded what the corporate support functions could efficiently handle, the BUs developed their own support infrastructures, methods and procedures.  The result is the BUs are spending more on administrative support than the corporate support entities.  As AMS grows, the potential exists for administrative support costs to skyrocket, and these ultimately effect the bottom line.

In efforts to avoid exponential growth in administrative costs and to improve the working environment, AMS proactively initiated RAP in 1996.  The goal of the program is to turn the attitude across the company to “if the administrative support services don’t meet your needs, tell us and we’ll work with you to remedy the process”.  The focus of this program is to

reduce growth in administrative costs

improve performance by facilitating better decision making 

reduce the hassle of performing routine administrative procedures for the employees.

“Time is money” and, not surprisingly, one target in reducing administrative costs is the time it takes to complete administrative tasks.  Leveraging corporate purchasing power, such as gaining access to travel discounts and leasing equipment, is another target.  Improving employee productivity is also a focus of reducing costs.

A network of “expresses” are the focus of several working groups whose task is to develop means which facilitate better decision making.  One such express is the Financial Express (FX) which will make performance data available to managers on a near, real-time basis via data warehousing.  

Other expresses will focus on a human resource information system, payroll, assignments, career development, electronic expense reports, travel management issues, computer acquisition, asset management, configuration management, and office and support management.  Plans are being made for a desktop delivery vehicle for all applications, as well as the entity which will manage the RAP developed system. Separation of project work/methodology (the KX) from administrative support services is envisioned.

So far, under the auspices of this initiative, a client/server application for submission and tracking of time-sheet data has been developed.  Considerable research has gone into these time-sheets  They are now being refined to meet the needs of the individual BUs , the corporate support groups, and the different regulatory requirements experienced by the European segment of the company.

AMS’ chief administrative officers, administrators and BU managers are engaged in the RAP initiative.  They recognize the importance of addressing their own corporate culture in the way they effect change throughout the company.  AMSers are receptive to change if value can be demonstrated, and the value meets their needs.  To establish their own performance baseline for value determination, RAP is using the Balanced Scorecard method on all of the express work.



WHAT DO I RECOMMEND FOR DOD AND DON?





ACQUISITION CHANGE



With all the progress we have made in acquisition reform, I was surprised to see an AMSer working on a bid on a fixed price contract over a 10 year period.  In the private sector companies I visited, the average planning period over which a realistic monetary estimate could be made was three years.  Many factors, over which the company has no control, limit their ability to project specific pricing data beyond this period.  

As the time period increases beyond three years, so does the risk associated with any monetary figure upon which a bid is based.  Risk has to be considered in any bid.  The higher the risk, the higher the bid.  Why are we continuing  to ask them to go beyond a business oriented time frame when acquisition reform seeks to make government more like the private sector?  I recommend we adopt a more realistic time frame over which bids are requested.





CULTURAL CHANGE



Retention and the Work Environment



AMS’ definition of quality of life focuses on a quality work environment which lets its employees grow and develop.  AMS does not control its employees personal lives.  This is as much a recognition of the employees right to make their own life choices as it is economics.  This specific focus follows their strategy and supports those professional areas in an employees’ life over which AMS claims responsibility.  It also precludes the expense and supporting infrastructure required by personal life systems and programs.

DOD is subject to these same influences of life choices and economics, but we focus on an “everything to everybody” quality of life definition.  In there somewhere is the work environment, but it is overshadowed by social amenities and services.  In the “All Enlisted Reasons for Leaving the Navy” questionnaire (fourth quarter, 1996), the top four reasons given most often for leaving the Navy were, in order of magnitude,

amount of family separation,

promotion and advancement opportunities,

basic pay, and

quality of leadership and management.

Family separation is a personal reason, but it becomes very important to the Navy in its efforts to retain quality personnel.  This directly effects the work environment and should be of major concern to our executives.  The remaining three reasons are directly related to the quality of life in the work environment. Yet, we continue to invest in housing, child development, recreation, family service centers, etc.  When our people are telling us the most important issues to them which effect retention are primarily work environment related,  why are we focusing on social services?  I recommend we define quality of life with a focus on the working environment.

Monetary Goals and Performance Measures



The bottom line in business is profitability.  AMS is no different.  Many of its performance measures are expressed in monetary terms, and the measures which aren’t expressed in monetary terms can be linked to an outcome which is measured in dollar amounts.  The purpose for the business is a service or a product, but the bottom line is to make money.

DOD is struggling with a bottom line - readiness being one of the potential candidates.  I offer that readiness is the purpose of our business, not our botton line.  If profitability is not the DOD bottom line, then breaking even is.  Both bottom lines can be expressed in dollars.  If we want our people to make business decisions, we better think like a business.  The bottom line is money.

AMS promotes the Balanced Score method to develop performance measures. This allows AMS to measure the profitability and value of its programs, projects, BUs, individual performance plans and incentive plans.  I recommend we adopt this method too.  This would require us to revamp our accounting systems and our personnel systems, both military and civilian.  I recommend DOD adopt the bottom line called money and develop performance measures based the Balanced Scorecard method.





ORGANIZATIONAL CHANGE



Joint



Any Structure



We can tailor information technology to support any use and any organizational structure we choose. The rapid development in technology is in our favor here.  If the technology isn’t here today, it soon will be.  The implication for organizational structure and jointness should come as no surprise.  IT will support a joint DOD, the continuation of separate sister services, or various mutations of the two organizations.  So, let’s figure out what is the optimum structure based upon mission and go from there.

The organizational structures and cultures of the other Fellow-sponsoring organizations were different and they all used IT in different ways to their benefit.  IT did not define the organizational structures.  The vision and the core competencies of the sponsors did.  They envision first, then apply technology.  It is the tool that lets them achieve their visions.  We should take the same tact.  I feel we are taking an opposing approach.  We are asking ourselves, “What will we look like if we have technology?”, when we should be asking ourselves, “What should we look like?”.  I recommend we refocus our resources on the latter question.











Flexible Response Tool



AMS is team oriented and is very good at standing up teams quickly with the appropriate talent.  They keep a centralized data base of people with information on their specific fields of expertise.  This base is accessible to everyone in the company.  We can leverage the flexibility that current technology provides us now to enhance the formation of response teams and joint task forces.  A centralized database of DOD talent and knowledge capital could be developed.  I recommend we develop such a flexible response tool.



IT



Information Sharing/Collaboration



AMS shares information and uses collaborative tools and techniques.  As a result, AMS’ employees are more productive than if they didn’t share.  AMS is able to quickly tap its knowledge capital in a way which reduces redundancy of effort and maximizes revenue.  AMS has been able to integrate communication and their knowledge capital via a network (company intranet) and an interior entity (the KX and Lotus Notes) dedicated to sharing information.

DOD does not enjoy a collaborative, information - sharing work environment.  I think the basis for this lies in our dealing with classified information.  As a result we have built up an elaborate mechanism which supports the protection of information.  Unfortunately, the mindset which accompanies this mechanism spills over into most facets of the work environment, including the unclassified ones.  DOD could also enjoy the same benefits of sharing information if we could overcome our cultural adversity to it.  The technology is available now to support a collaborative, information sharing environment.  I recommend we adopt and deploy a network and an interior entity dedicated to support the sharing of information and collaboration among the services.  Concurrently, I recommend DOD and DON develop a change management plan which will effect the use of the network and associated tools.



Mobile Computing



As DOD sizes to its most efficient structure, the importance of employing the right talents in any given crises becomes increasingly paramount.  We may no longer have the luxury of sending in large units into action.(a.k.a. TPFFD)  We may have to use very small specialized units.  These units must be well informed and very mobile to be effective.  As mentioned earlier, a flexible response tool would enhance the DOD’s use of talent and knowledge capital in future crises.  Adopting mobile computing at the individual level would provide quick access to information, and would support the changes in culture and infrastructure which are inevitable in the future.   I recommend we adopt mobile computing at the individual level across DOD.





Infrastructure



Hotelling



The concept of “hotelling” has potential for DOD and the services.  We are concerned about our aging infrastructure.  We have reduced it over the years through BRAC , but we are still stuck with the aging remains of buildings and facilities which, in the business world, would have been deleted from the inventory.  In many places, we pack our people like sardines.  I personally would like to have the concession on room dividers prevalent throughout the major staffs in Norfolk and Washington, DC!

In an earlier study done at AMS on hotelling, one BU decided not to employ the concept.  At that time their people seemed to spend more time in their offices than on the road doing the work.  Not surprisingly, these people sent the message that dedicated office space was important to them.  So the concept of hotelling was not adopted.  However, in recent years with the use of mobile computing and communications, their people have become increasingly mobile and are spending more time at the client sites.  Also, the nature of their work allows them to work at home.  This BU is now taking another look at the potential of hotelling.

Earlier in describing “hotelling”, I mentioned the Boston FIG office was able to reduce the amount of office space needed by 50%.  In talking to the people who effected that change, they admitted that this was an arbitrary figure which they used in the planning phase.  Hard core facts to support a specific ratio weren’t available to them.  In their study, they concluded that the ratio could be increased by simply adding more  outlets (LAN, electrical, modem, etc) to the spaces.  This BU has a very mobile work force.  They spend three or more days a week at the client site.  What these folks wanted was a place to come and process the administrative paper work needed by AMS to account for travel and work hours of the employees.  They also wanted an atmosphere which was conducive to teamwork, and professional enough to share with the visiting clients.

The Boston office said the key to their success was they were able to give their employees something which they didn’t have- a modern, professional, user-friendly home base at which to work when they were away from the client site.  If you have to take something away from the employees (in this case a dedicated personal work space), then give them something in return.  With an investment in mobile computing and communications, and in modern office space, we could give our employees the ability to work anywhere-on-site or at home.  This may not apply to all employees, particularly those who must deal primarily with classified information or complete their work at a protected or access restricted facility.  But those who fall outside of these parameters, could take advantage of this concept and save DOD and the services considerable amounts of money.

The example of hotelling I saw at AMS was specific to work space.  Hotelling would allow us to divest ourselves of aging office space and still support the work force.  Granted, office space is just one on the many problems we are grappling with, but it is a start.  I have no doubt the concept could be applied to other functions as well.  The key components are the mobile technology and the cultural change to a mobile flexible work environment, as well as the “lessening of control” such a change would evoke.

Virtual Staffs and Bases.



When I first came into the program, I found the description of anything “virtual” difficult to comprehend.  However, when I try to visualize and describe the support infrastructure of the future, the only term which comes to mind is “virtual”.  The traditional way of completing the work flows and processes needed to support both functions and personnel is via centralized staffs and physically evident bases.  With technology, we can redefine the completion of work flows and the processes 

As the workforce becomes more mobile and can share information and collaborate, the effects of distance on work flows and business processes, and the need to centralize location will become transparent.  Many of our processes could take advantage of current technology and eliminate the need for supporting physical infrastructure.  With interactive training and education courses over the Internet or a DOD wide intranet, many of our aged training facilities could be closed.  Ships at sea could request parts and gas over the Internet or intranet, directly from the supplier.  If these same ships could accept delivery of their orders at commercial shipyards, the need to maintain our own piers would be decreased.  The same can apply to our other mobile platforms.

If our population is decentralized, the requirement for centralized support services and the physical infrastructure to support them will be neutralized.  As our population is integrated into their communities of choice, dependence on the surrounding communities for services will increase.  In some cases we could divest ourselves of the function and the infrastructure entirely. Even the current panacea of partnering and outsourcing on a grand scale may not be necessary, because the market may pick up the function.

I do not espouse total abandonment of all of our non-core programs.  The nature of our business takes us to areas of the world where the standard of living is considerably different than ours.  In these cases we need to ensure our people are living according to similar standards experienced by their stateside counterparts.  However as we reduce in size and consolidate our assets closer to home,  we need to divest ourselves of non - core functions and services in areas where the community can provide, while maintaining the flexibility to provide on a situational basis.































WHAT DO I RECOMMEND FOR SECDEF FELLOWS PROGRAM?



For my tasking - observe how a corporation effects change in a large organization - I think I was at the best sponsoring organization this year.  I was immediately thrown into a business process re-engineering (BPR) project and participated in the efforts with the client.  My company’s business was to help other businesses change to more efficient organizations, and they were using a methodology based on experience .  I enjoyed the benefit of looking directly at that process from both an external and an internal perspective - how did they do it to others and how did they do it to themselves. My compatriots seemed to struggle with the tasking because the nature of their companies was not directed at change, but at a specific product or service other than BPR.  Different taskings for each of the Fellows based upon the type of sponsoring corporation would be beneficial to the program,  and alleviate some of the confusion surrounding the same-tasking-different- company dilemna.  Another possible solution would be to group like companies in any given  year. This solution could provide real time direct comparisons among companies within the same industry.

I recommend a Junior Secretary of Defense Fellow Program be initiated, directed at the junior O4 level.  Why do I say this?  One of the points about change, which became very clear to me during my Fellowship, was that change needs the involvement of the senior leaders and change agents within the ranks.  Retired Admiral Harry Train, in addressing a group of officers and chiefs at Dam Neck, Virginia in the mid-80s, said that the people who executed and made things happen in the Navy were O4s and the Chiefs.  I particularly liked that statement, not only because I was an O4 at the time, but because it made me think about the changing role of leaders and managers as seniority increased.  This program should encompass those people who are at the planning levels in our department as well as those at the execution levels.  I feel that the younger officers are more ready to accept change than the senior officers.  They are knowledgeable about our system and haven’t become as ingrained into it as the more senior of us have. The junior officer has more time left in the service and would seed the ranks for a longer time.

In the future, when the Fellows participate in the wargame scenario planning exercises and workshops, I recommend splitting the Fellows out into their own group.  They should be told to develop a scenario or a plan based upon the business and information technology perspective which they have thus far experienced in their companies.  As it was, we were spread among the groups, and I for one felt like the lone voice in the desert.  I felt constrained and reigned in by the ideas of the more conservative members of my assigned groups.  Grouping the Fellows together might allow for some “out of the box” (some might call it “way out of the box”) thinking and some interesting ideas to consider.

I was first exposed to an information “push” program called Pointcast News at AMS.  Although the program is not affiliated with AMS, I think the concept is interesting enough to include its mention here.  A similar program tailored for DOD would go a long way in promoting a mobile and flexible DOD.  The companies specializing in this concept are worth consideration as future sponsors for the Fellows Program.

AMS should be high on our DOD list of sponsoring organizations in the future.  They recruit young, bright, aggressive employees and provide an environment which encourages innovation.  Because AMS is so different from DOD and the component services in its structure and its culture, it serves as a counterweight to DOD. I believe AMS will remain on the cutting edge of information technology as it relates to business applications. As they develop and expand, AMS will be addressing problems which larger organizations (DOD and the component services) have already addressed.   It will be interesting to see how their guidance and programs develop within their entrepreneurial culture.  Their programs should provide us in the future with some innovative solutions to our own outdated, bureaucratic “legacy” programs. We should keep an eye an AMS!











































































APPENDIX A



DRAFT



POWER CHANGE: IT AND BPR INTEGRATED WITH OD&CM

(looking for a catchy title)



Increasingly, research indicates that conducting business process reengineering (BPR) or introducing the latest in information technology (IT) alone will not achieve the business results and change envisioned.  However, integrating either or both of these powerful levers for change with organization development (OD) and change management (CM) will help to maximize success and ensure that the change and improvements in productivity will likely be sustained over time.



This brief paper is directed at AMS’s business developers, client relationship managers, engagement managers, and project managers who have limited time to review the literature and who are looking for some evidence to justify the added cost and complexity which accompanies the incorporation of OD & CM tasks.



Headlines or 5 second elevator messages



Michael Hammer, famed BPR guru, acknowledges years later that much of BPR’s limited success is because he underestimated the degree to which people resist change. �



A recent study of 105 organizations which undertook reengineering projects sharply demonstrates the critical importance of change management to the success of BPR. �



From the review of more than 200 OD intervention studies, 87% showed indicators of significant increases in worker productivity.�



For readers who prefer to talk about “standard deviations”, a meta-analysis of 98 of those studies showed productivity increases averaging almost half (.44) a standard deviation. �



Building teams is a frequent OD & CM intervention which consistently shows significant business results.  At Hallmark, cross-functional teams responsible for getting new product lines to market reduced design time by 200% for 23,000 new card lines marketed each year. �



Instead of using continuous improvement in its repair, billing, and marketing departments, GTE redesigned its entire customer-service process.  They have realized productivity gains as high as 30% because they broke down functional walls (BPR), enriched jobs (OD), and used information technology (IT). �



In a recent Coopers and Lybrand study, they found that high performing organizations “establish strong cross-connections between their operating practices in the areas of customer focus, employee involvement (OD), and change management (CM)”. �



“In a recent Conference Board survey, only about one-third of the 166 U.S. and European companies that responded reported success with change efforts.  Some of the most difficult organizational changes to make include developing and implementing a new vision, values, and culture; different decision-making processes; and changed leadership styles.  For example, only about 10% of corporations achieve long-term changes in management styles; the rest slip back into old ways of working.”  These problem areas are traditional intervention domains in the theory and practice of OD and CM. �



At Premier Bank, reengineering was accompanied by a strong change management and OD effort.  Central to this effort were components such as: setting quantifiable, customer-focused stretch goals; communicating a compelling vision and need for change; leaders demonstrating that they “walked the talk”; empowering leaders at each level to eliminate barriers to change; setting up new communications processes and structures; establishing empowered design and implementation teams; restructuring how it measures and recognizes employee and manager performance. �



“Research in the fields of organizational behavior and development suggests three principles that should characterize change processes if they are to result in effective strategy implementation and organizational adaptation: 1.) the change process should be systemic; 2.) the change process should encourage the open discussion of barriers to effective strategy implementation and adaptation; 3.) the change process should develop a partnership among all relevant stakeholders.” �



Thame’s Water (UK) transformed itself from a public utility into a world class business.  It did this by investing heavily in a new technical infrastructure (IT), redesigning its processes(BPR), changing its culture (OD&CM), and becoming a customer-driven organization. �



Toshiba in Plymouth (UK) increased productivity threefold.  Rank Xerox doubled its return on assets, improved customer and employee satisfaction and market share.  Royal Bank of Scotland went from losses to a (200 incremental profit within 2 years.  Along with BPR, all of these organizations recognized the criticality of addressing the people issues (OD&CM). �



These “headlines” are only a small fraction of the evidence which suggests how important OD&CM are to investments in technology and reengineering businesses processes. However, the evidence is frequently not as “quantitative” as desired or expected by both our clients and our staff.  If you are convinced by anecdotes, testimonials, and case studies (mostly qualitative), then the evidence is growing and more favorably pointing to OD&CM’s criticality.  Twenty years ago this was not the case.  The field and profession was still in its infancy and struggling for recognition and proof of added value.  The most compelling evidence that OD&CM have “arrived” or matured may be that the large management consulting firms, as well as AMS,  have integrated this field into their practices.



The Gartner Group says of change management that “true change management is a combination of art and science.  There is much research and lessons learned on how to deal with the human elements of change.  There are no ‘formulas’ and success often involves a great deal of creativity.” � The same can be said of OD.  OD blends with CM, which is largely derived from OD.  The blending can be differentiated by envisioning CM methods and techniques as preparing the way for change to have a chance at success.  OD, during the CM process, begins to help the organization change its culture so that the changes will become institutionalized and sustainable - results that have been unfortunately absent from BPR and a prior “silver bullet”: Total Quality Management (TQM).



If we can think of OD&CM as both an art and a science we increase the complexity of our efforts to use them well but we also demystify them by acknowledging that our search for “proof” and a “formula” may be unwarranted.  The best we are likely to have is “evidence”.  This is so because fundamental change is complex and characterized by the notion that “everything is connected to everything”.  Simply, if a new technology can provide maximum business benefit by being built to support redesigned business processes (usually cutting across functions and “silos”), then nearly everything in the organization will be significantly impacted by this fundamental change: the people, other processes, related technologies, and organizational structures, policies, and procedures.  Unfortunately, there are few private sector organizations which will fund the complicated and expensive research (longitudinal, impact) required to “prove” the causal or inferential relationships between change investments and business results and measures.  



So enter “art”.  Seeing change management and organization development from this perspective may help us create and be comfortable with more flexible, malleable expectations about what those creatures are, how they are planned, and how they are executed.  Science experiments may lead to  proving an hypothesis which in turn may allow for a formula or prescription to emerge which, when followed, gives the same result.  Thus, you may achieve predictability or high probabilities for replication.  This “validation” creates a belief and faith that, following the right steps, the outcome is likely to be what was designed.  OD&CM, while supported by a growing body of evidence showing their efficacy, requires a larger dose of “faith” at the outset because there is no formula that tells us how to control and manipulate all the variables impacting a whole system.  In fact, there is research which suggests that our “mental models” and expectations going into a major change effort do indeed impact the outcome.  Historically referred to as the “Pygmalion” effect or self-fulfilling prophecy (Merton, 1948; Rosenthal, 1966, 1976), � “King (1974) found that an OD intervention proved effective, in terms of ‘hard’ performance criteria, when those involved were led to expect it to, whereas the same intervention failed  when organization members were led to not expect strong positive results.” �



Science and art are similar because each are experiments in their own right.  That is, you can’t be entirely sure where the experiment will lead - the process of creation is unfolding, a discovery journey.  The creation requires judgment (not always logical or rational), intuition, some faith in the unfolding toward the unknown, adapting, working with what you have in the moment, and learning and revising toward a goal or outcome that is not always clear in the beginning.



Shifting our “mental model” to one that accommodates the art with the science may not be easy.  Especially in a culture and an external business environment that has a standard characterized by the “show me!” model.  How many times have we heard said jokingly, and with some frustration, “this plan (or system, or technology) would work if it weren’t for the people!”  Art is required because people are unpredictable.  And groups of people are even more unpredictable.  People become far more difficult to manage, control, influence, motivate, the more they are faced with major change.  Major change usually requires significant change in behavior and, eventually, beliefs and attitudes (mental models).  New skills must be learned to master a technology or work processes.

Usually, work and productivity gets measured differently which causes people great uncertainty and discomfort about themselves and the future.  Redesigned processes often require cross-functional team work to replace individual, stove-piped performance.  Most people don’t feel comfortable in or work well (inadequate skills) in teams.  Spans of control change, as do reporting relationships, creating discomfort and resistance as people try to catch up to the train.  Some  continue to resist  the change so the train must pass many times through the depot before people feel ready to board.  Some never do and are left behind.  In this bubbling cauldron of unpredictability, “show me” may be an unrealistic standard, the answer to which will take decades.  While some of us wait to be convinced, opportunities will have passed us by.  The competitive environment requires acting on the combination of faith and evidence.  Getting proof will be too late.



More and more, organizations are paying attention to the “evidence” flowing from this combined art and science.  The American Management Association’s latest survey on change management found that “84% of 259 executives polled said that they have at least one change initiative going on in their organizations. Nearly half of them said they have three or more change initiatives under way.  Ironically, only 68% of the executives reported that their companies have established any sort of formal change management program to support these initiatives.  That leaves 32% of organizations flying by the seat of their pants when it comes to leading their people through rapidly changing business climates.” � To this writer, that is still good news.



Robert Levering, author of  “The 100 Best Companies to Work for in America” and “A Great Place to Work: What Makes Some Employers So Good - and Most So Bad” concludes that considering human factors should not be seen as a “soft” management fad but rather “a pragmatic approach enabling companies to institutionalize positive, continuous change.” �



Whether or not the reader sees OD&CM as “soft” may be influenced  by more evidence.  Since they have been around, and widely used, since the 50’s should dispel the notion that they are a fad.  Based on a comprehensive review of the field of OD by Sashkin and Burke, they concluded that, “when applied properly, there is little doubt that OD has substantial positive effects in terms of performance measures.” � Spector found that “high levels of autonomy and participation designed into the job were associated with high satisfaction, commitment, involvement, performance, and motivation, and with low levels of physical symptoms of ill health, emotional distress, role stress, absenteeism, turnover intent, and actual turnover.” �



While Spector points to two types of OD intervention, other research shows that a more comprehensive, holistic approach to change improves the results.  In their study, Guzzo, Jette, and Katzell found that “the effects of combined programs were generally larger than any of the separate effects.” � At that time they looked at such interventions or programs like: training, performance feedback, work redesign, decision-making strategies, improving supervisory skills, compensation, management by objectives, and socio-technical interventions.  



Likewise, and more recently, Grover, Jeong, Kettinger and Teng concluded from their study of reengineering efforts in 105 organizations that (our) “study clearly demonstrate(s) the central importance of change management in reengineering implementation.  Not only was change management regarded as most challenging to undertake, it also showed a critical relationship to project success.  On the other hand, technological competence was viewed as difficult but had the least potential influence on project success.  Thus, both social (human) and technical components of reengineering initiatives have been recognized by the respondents as difficult, but the social elements are truly critical to reengineering success.” � James Champy, the co-creator of the reengineering fad, has come to realize the importance of the human (social) dimension recently. When asked by the Wall Street Journal if they had underestimated the resistance to reengineering, he said: “Yes, redesign doesn’t get results because top managment isn’t aligned behind the change, or others are threatened by a loss of power.”  �



Burke and Sashkin found that “when applied properly”, OD makes a bottom-line difference.  More importantly, Organization Development and Change Management help to ensure that designs and strategic plans are implemented and the desired change is sustained because they help to create the necessary shifts in the culture.  Unfortunately,  OD&CM occasionally can not be applied properly because they are dropped into situations where leadership and the organizations are not ready for fundamental, major change.  A sobering conclusion was reported in the Harvard Business Review: “Our (Majchrzak and Wang) research indicates that if companies are not ready to take the steps required to change their culture, they may be better off leaving their functional departments in tact (and not attempt BPR).” � 



So there are no guarantees.  There are probabilities of success which can be weighed using good analysis and judgment.  Combining the art with the science - OD&CM with IT and BPR will allow us a more robust analysis and provide us broader, far-seeing criteria to help us and our clients make the right investments and business decisions.  All three disciplines contain powerful methodologies, techniques and tools.  Applied separately  they are likely to have minimal positive results or even no results at all.  Applied together, and in the right circumstances, they are likely to have powerful, measurable, and sustainable results.  Learning how to integrate and apply them together is the challenge facing AMS.

Many of our competitors are far ahead of us.  Our success stories are beginning to emerge.



			HEADLINES FROM AMS



By creating and implementing a practical plan to institutionalize a customer focused strategy throughout the Bank of Montreal, AMS is ensuring the integration of all business design, information technology and change management activities.  One pilot produced a 13% increase in mortgage bookings.  Credit acquisition costs and lending cycle times will be reduced.  Customers will have improved access to products and services.



AMS and the Kansas Department of Revenue developed a blueprint for Project 2000 that included definition of core processes, an organization design, a change management strategy, an organization development focus and a technology plan.  Early wins have already generated the revenues to pay for the project and realized significant operational improvements.



The Mississippi State Tax Commission worked with AMS to develop a technical architecture to automate their revenue system.  Together we developed a vision document outlining a plan for the changes ahead and the blueprint for reinventing the Commission.  Change management is regarded as an essential element in successfully changing processes and job descriptions.  A communication strategy was developed by the Change Management Working Group.  The project is expected to increase revenues by $30M/year along with improved efficiency in tax administration.



(note: what can we say about FBS?)
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