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An Organizational Learning Framework for Under standing Business Process Redesign:

A Case Study From the Financial Services Industry

ABSTRACT

In this paper we examine one company’ s experience with business process redesign coupled with the
implementation of a new business strategy, advanced, networked information technology, and
organizational design. The introduction of such multifaceted, large-scale organizational changeis
conceptualized as an organizational learning process. We studied four of the twelve regions of the
company to determine what factors contributed to the successful implementation of the new organization.
Qualitative and quantitative evidence suggest that the differential successes of the regionsin
implementing the redesign and the differential impact of the redesign on performance are related to the
change implementation processes and on-going learning dynamics established in each unit. We examine
the interconnections between business process redesign, design of information systems, and organization

design and development and discuss implications.



The application of business process reengineering (BPR) by companies seeking to achieve
breakthrough performance has skyrocketed. These companies face performance challenges that they deem
not to be achievable given current ways of doing business. Driven by global competitive conditions, most
business process reengineering aims to redesign and manage processes to contribute maximum value to
the customer (Hammer and Champy, 1993). These redesign efforts generally entail the simultaneous
design of the information systems of the company and its business processes to enable new computer-
assisted ways of doing work and meeting the needs of the customer (Davenport, 1993). They aso result in
changing roles and in many cases in changes to the structure and managerial processes of the

organization.

The first wave of business process reengineering is acknowledged even by the origina
proponents of the approach to have achieved disappointing results (Hammer & Champy, 1995; Hammer,
1996; Mullin, 1993). More than 70% of such efforts are reported by consultants heavily involved in their
implementation to have failed to achieve their purposes (Bashein, Markus & Riley, 1994). Nevertheless,
it isclear that companies are continuing to restructure and improve their work processesin order to
achieve the levels of performance required to address competitive conditions, and that they will continue
to introduce more advanced technology to enable more efficient and effective ways of meeting customer
need. Even if BPR asa“movement” isapassing fad, its elementswill continue as part of the creation of
high performing organizations. It isthusimperative that we learn from companies experiences with

business process reengineering and particular examples of business process redesign.

In this paper we examine the experiences of one organization with business process redesign that
entailed the introduction of new information technology to support new ways of doing work. The
organization simultaneously introduced a new business strategy, restructured its operations and corporate
support units, and changed roles and positions. We analyze this company’s experience from an
organizational learning perspective. We conceptualize the introduction of multi-faceted and large scale

organizational change such asis being carried out by this company as an organizational learning process.



Before presenting the case study, we provide a short overview of various themes that appear in
the literature to date that help frame our conceptualization of BPR. We will then provide alearning
framework for understanding the change process that this organization is undergoing. In applying this
framework to four units of this company, we will use a comparative case analysis to draw patterns that
elucidate the close connection between the business process changes, the information systems aspects of
the change, and the organizational design and process aspects. Our conclusion is that organizational

purposes can be achieved only if the redesign process attendsto all three aspects.

Business Process Reengineering: Promise and Pitfalls

Business Process Reengineering was touted as nothing short of the key to breakthrough
performance. It isintended to be a new way of conceptualizing and enacting the organization. The “old”
organization located work into functionally delineated units that do discipline driven pieces of the work of
the organization, shaped by standards and methods of the discipline, and integrated through a hierarchy
of managers. Various control and integration mechanisms were required because no one part of the “old”
organization was able to see the big picture and make decisions that cut across the organization, and
because many things fell through the cracks as work moved between different parts of the organization
with narrowly defined domains of responsibility. Many parts of the organization had little visibility to

the customer, and little concern or accountability for customer satisfaction.

The reengineered organization, on the other hand, isto be customer focused: it is organized
around processes that consist of sets of activities that in their entirety deliver value to the customer.
Standards and criteria have to do with value delivered to (and as perceived by) the customer. The
organization is reconceptualized in terms of the key processes required to deliver value, which might
include new product generation, order fulfillment, and cash generation, among others. These processes

are inherently multi-functional, and the work processes of the organization are defined and optimized



across al the disciplines required to carry out the whole process. Early reports of the impact of
reengineering included improvements of up to “100 times” in some performance dimensions (Davidson,

1993).

Why isit then that the majority of firms report that they do not achieve the intended results of
BPR? A number of reasons have been offered. Perhaps the most frequently heard argument is that
companies have strayed from the initial intent and philosophy of BPR. Embarking on it as away to
achieve breakthrough performance, top management focused on the cost cutting aspects, and the most
immediate route to these was by cutting headcount. Thus, the exercise designed to change work
processes to deliver greater value to customers often became in practice a downsizing effort---a view also
shared by Champy, one of the original proponents of the approach (Mullin, 1993). Many commentators
who make this point draw attention to the change processitself, and its precursors. A sample of leading
BPR consultants studied by Bashein, Markus, and Riley (1994) faulted such factors as inadequate
management understanding of and support for the reengineering project, unrealistic expectations for a
quick pay-back, lack of aclear connection of BPR to business strategy, insufficient participation from
relevant parties in the reengineering process, inadequate resources devoted to the project, and insufficient
empowerment of and collaboration among the reengineering team. This scenario has reengineering
failing in companies that have not implemented it in its essence. They have been unwilling to make a
major commitment to changing the way work is done in the organization, and they have appropriated the

tool to serve amore narrow and traditional set of objectives focusing primarily on cost cutting.

Another set of reasons come from literature examining why many large scale adoptions of new
information technology have failed to achieve the benefits heralded by their advocates. Initsfullest
model, Business Process Reengineering occurs hand-in-glove with the implementation of new technology;
especially information technology (IT). Processes are redesigned to take advantage of such technology in
order to create highly efficient and effective work processes that deliver value to customers. Thus, BPR

can be expected to encounter the same barriers as the implementation of large scale IT projects.



One argument of current observers of IT implementation is that such projects often do not
achieve their intended benefits because they are designed centrally by a staff group that fails to understand
the business and its work processes, and fails to involve the workers who have the best knowledge of what
isrequired to actually do the work and other stakeholders who are impacted by the introduction of the new
technology (Beath & Orlikowski, 1994; Mankin, Cohen & Bikson, 1996). In addition to the obvious
problems of acceptance that may result from such faulty implementation, the project may also suffer from
the failure to adequately analyze the system and its inputs, throughput and outputs, leading to IT systems
that do not support effective work processes. In addition, failureto link in senior management may mean
that the development of the new system is not tied to the strategic direction of the organization and a
vision of the future (Thach & Woodman, 1994). This argument again posits that it is the process through

which the new system is designed and implemented that has gone wrong.

A more penetrating argument is that the implementation of new technology failsto achieve its
intended ends because managers fail to understand or accept the extent of change in the organization and
its management processes required to take advantage of the benefits inherent in the technology (Thach &
Woodman, 1994; Baskerville & Smithson, 1995). The potential benefits of new IT capabilitiesliein the
ability of the organization to take advantage of the connectivity that is created. Individuals and units
throughout the organization are more connected to greatly increased information and expert tools,
including on-line, real-time performance information and trend data and analysis capabilities. Different
parts of the organization are more connected to each other and to customers and suppliers outside the
organization. Because of this, it is possible for informed, expert decisions to be made by those closest to
the customer; and it is possible for parts of the organization to coordinate directly without going through
amanagement hierarchy. Units often have direct, automatic feedback and can regulate their own
activities. Speed is attained because approval and coordination steps are eliminated. Costs are saved
because the overhead associated with approval and coordination is reduced. These benefits of IT are

completely congruent with the vision of BPR that processes will be managed across disciplines, with



quick responsiveness to and flexibility in meeting the needs of customers. However, just as the vision of
BPR can be attenuated because implementation reduces it to one of creating cost savings by process
simplification that enables downsizing, so the benefits of IT can be attenuated by implementing IT in a
way that focuses primarily on the automation of highly controlled processes. Such an implementation
does not take advantage of the capacity of IT to “informate”—to provide increased information and enable
the application of judgment, problem-solving, and discretion in meeting the needs of customers (Zuboff,
1988). Many organizations do not recognize the need to introduce a new management philosophy that
supports moving decisions down to the performing units, strongly reducing the day-to-day control
function of management, and greatly altering the roles of managers and staff groups. This shift in power
is often not accepted by those who stand to lose power, which may result in a sub-optimal system design
or in an implementation that fails to transfer the power necessary to accrue benefits (Beath & Orlikowski,

1994; Baskerville & Smithson, 1995; Hull, Collins & Liker, 1996; Barry, 1989).

Thisline of thinking goes further. It points out that this transfer of power and transition from a
vertically oriented to alaterally networked organization implies significant change in the design of the
organization. Changes in the organization’s structure, the systems it usesto measure and provide
feedback, and its human resource practices are necessary to support a new way of operating that takes
advantage of the new IT capability (Thach & Woodman, 1994; Davidson & Davis, 1992). Furthermore,
norms and culture supporting cross functional interaction need to be developed (Adler, 1989; Hull, Collins
& Liker, 1996). Thus, from this perspective I T-facilitated BPR entails the redesign of the organization,

not simply introducing process champions and a new technology that enables greater connectivity.

A final argument for why IT implementations often fail to achieve their promiseis that
organizational learning is not achieved. This argument takes two forms. First, information technologies
offer great potential as learning tools, because of their ability to store and make accessible past
organizational learning, to enable complex analyses that yield deeper system understanding, and to link

together disparate points of view and knowledge bases (Boland, Tenkasi & Te€ eni, 1994; Boland &



Tenkasi, 1995; Tenkasi & Boland, 1996). Second, the implementation of information technology offers
an opportunity for learning about the organizational system and also about the process of technology
implementation and what is required for it to help the organization achieve its objectives. Henderson and
Lentz (1996) argue that if information technology implementation is to result in organizational learning,
learning has to be built into the routines of the organization. Regular surfacing of learning and sharing of
lessons learned have to become part of the ongoing activities of the organization. With regards to
technology implementation, each implementation should itself be approached as a learning opportunity,
complete with regular reviews and assessment, iterations and local experimentation, and dissemination of

learning.

Orlikowski (1996), for example, examined the implementation and use of new information
technology within one organization over atwo year period. She found that the process entailed a
significant amount of learning as organizational actors gradually appropriated the new technology into
their work practices. They experimented with local innovations, responded to unanticipated breakdowns
and contingencies, and initiated shifts in structure and coordination mechanisms. Further, they came up
with new procedures, norms and understandings surrounding their evolving use of the technology. The
major implication of the study was that accommodating to a new organizational practice such as
technology involves a tremendous amount of situated learning as people improvise, innovate, and adjust

their work routines over time.

A similar argument has been made by Mankin, Cohen and Bikson (1996) who propose an action
learning approach to technology implementation. In part thisis because of the complexity and uncertainty
of large-scale technology implementation. In addition, it is because the successful implementation of
technology requires changes to almost all aspects of the organization. This argument is not limited to
large scale technology implementation. We have argued elsewhere (Tenkasi, Mohrman & Mohrman, in

press) that large-scale, multi-system organizational transitions are best understood as organizational



learning processes. In this sense, the failure of BPR can be interpreted as a failure in organizational

learning. In the next section, we present amodel of BPR as alearning process.

Business Process Reengineering as Organizational L earning

In the past two decades there has been extensive literature on organizational learning (Argyris &
Schon, 1978; Levitt & March, 1988; Fiol & Lyles, 1985; Senge, 1990) and the learning organization
(McGill, Slocum & Lei, 1993; Ulrich, Von Glinow & Jick, 1993). Early conceptions of organizational
learning tended to equate it with individual theories of learning (Kolb, 1983; Argyris & Schon, 1978).
The next stage concerned how groups learn as exemplified by the notion of * communities-of- practice’
(Lave & Wenger, 1988). Senge (1990), evolved the state of the field by describing a generic set of
competencies that symbolize learning organizations. Recently, there has been an interest in elevating the
level of analysis toward examining the processes by which collective learning takes place in organizations.
Further, there has been a realization that such understanding can be best achieved by observing
organizations as they go about changing the way they do things (Weick, 1991; Simon, 1991). For
example, Weick (1991) has made a call for replacing traditional definitions of organizational learning
with one that istied more closely to properties of organizations such as organizational change, a situation
that entails tremendous amounts of collective learning. Simon (1991) is more specific in his suggestion
that the most appropriate setting to understand organizational learning is when the organization is faced
with atotally new situation, “and must acquire a new problem representation to deal with it” (p.132).
Change in representation implies very fundamental change in organizational knowledge and skills,

behaviors, role systems, and structures to perform better in the new situation.

We define organizational learning as the processes by which an organization changes the way it
functions to attain new and higher levels of performance. It isa collective process, not residing solely in
the heads of individuals, but manifest in the patterns of activities and interactions that take place in the

organization asit carries out its work and achieves new performances. Furthermore, since learning isa



process, organizational learning occurs over time, as the organization tries out new approaches such as
Business Process Reengineering and learns to use them effectively. Figure 1 shows the model the we use

to depict the organizational learning process that constitutes large-scal e transition as exemplified by BPR.

---INSERT FIGURE 1 ABOUT HERE---

The introduction of Business Process Reengineering is generally accomplished by setting up a
design team that analyzes the organization’s current processes, is guided by the organization’s strategic
direction, and reconceptualizes the processes of the organization in a manner intended to deliver
maximum value to the customer consistent with the strategic directions. In so doing, the design team
may go through learning processes to give it the tools and understandings for the redesign process. A
complete redesign includes the generation of a new process depiction, the information systems to support
it, and the organization design to house it. All these would be couched within the context of the strategy
and vision of the organization. In practice, as noted above, many organizations give short shrift to the
organization design, although changes to the structure and systems of the organization are key elements

of the success of BPR and new IT.

Having generated a new design, organizations then turn to the business of “rolling it out”. We
arguethat it isin this stage that true organizational learning occurs, for it is here that the knowledge
generated by the design team becomes embodied in changed patterns of organizational behavior. Prior to
the roll-out the new knowledge exists as design plans and blueprints. Further, we argue that whether
learning occurs will depend on the change implementation and learning processes that are established
organization-wide and in each of the adopting units. Thus, learning occurs globally as multiple units are
exposed to new knowledge, and locally as units begin to use the new processes and tools to operate within
the new structure and generate their own local understandings of and fixes to the new designs

(Orlikowski, 1996).
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Business process reengineering (and most large-scale changes) aim at changes in three highly
interrel ated aspects of the organizational system: the technical architecture (the methods and tools used to
do work), the social architecture (the behaviors and interactions that characterize the organizational
system), and the market architecture (the way the organization interfaces with its customers and relates to
its environment). The driving force is generally the market: the express purpose is to deliver higher value
to the customer, in away that yields higher levels of competitiveness and financial return. Socialy, the
objective is to tear down the boundaries in the organization, and to encourage collaboration, integration ,
and collective focus on the key work processes and the mission of the organization . Technically, a key
objective isto use information technology to facilitate smooth, responsive work processes that enable
speed and high quality in meeting the needs of the customer, provide afoundation for integrating all the

steps of the process, and for eliminating steps that do not add value.

Were this a simple mechanical process, the BPR blueprint could simply be rolled out,
individuals and groups educated about the new approaches and trained in the new techniques, and the
proof of the viability of the concept would rest on the technical performance of the system alone.
However, asargued in the preceding section, the application of these approaches implies fundamental
changes in the design of the organization, the distribution of power in the organization, and in the
behavior patterns of the people withinit. Infact, BPR often starts with new premises about the purpose
of the organization (e.g. that it exists to add value to the customer) and its operating principles (e.g. that
those closest to the customer should have the information, tools and authority to make the decisions
required to meet the needs of the customer). Achieving change of this magnitude is thus an iterative
process, one where organizations, by trying to apply new approaches, learn what those approaches mean,

and how to carry them out successfully (Mohrman & Cummings, 1989).

Further, Business Process Reengineering often introduces company-wide change that impacts
many organizational units. Our experience studying the implementation of other large scale changes has

shown that within the same company, the implementation of the same general change takes quite
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different formsin different units, and that these units vary in their ability to implement the change with
veracity and to achieve the desired performance outcomes (Mohrman, Cohen & Mohrman, 1995;
Orlikowski, 1996). This means that local learning processes are critical in determining whether BPR is

successfully implemented

Since organizations are purposive, the ultimate evidence that an organization has learned liesin
its ability to perform in intended new ways and achieve the new levels of performance that promote
success in its environment. However, because of the nature of the change that constitutes BPR, other
manifestations of organizational learning are critical. These are changes in people’s cognitive
understanding of the organization and how it functions (Duncan & Weiss, 1979) , changesin the patterns
of behavior within the organization (Daft & Weick, 1984) , and changes in the design of the
organization--its structures and systems (Simon, 1976; Jelinek, 1979 ). Each of the organization’s
architectures---technical, social, and market are made up of cognitions, behaviors and structures.
Furthermore, it is through the ongoing enhancement of these elements as the organization develops a
deeper understanding of its new approaches and generates knowledge that allows ongoing improvement of

its approaches that performance improvement continues through time.

Given thisrelatively new research agenda, to understand organizational learning in the context
of organizational change (Weick, 1991) and to understand the development of new problem
understandings, behaviors and structural responses when the organization is faced with a new situation
(Simon, 1991) our approach was primarily exploratory in nature. The general expectations guiding our
examination of the BPR transition in our case example, therefore, isthat the implementation of
reengineered processes will result in performance improvement to the extent that there are changes in the
cognitions, behaviors and designs of the organizational unitsin the social, technical and market
architectures. We expect further that such changes will be facilitated by the implementation and learning
processes in the organization and that local ongoing learning processes established in each unit of change

will be critical in determining whether BPR is successfully implemented.
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In the next section, we present an overview of the case which we will use to examine these

general expectations.

The Setting

The financial services organization described in this paper is one organization in a multi-
company study of organizational learning during large-scale transitions. The study is still in progress,
although data collection from this company is complete. Data was collected from the company at two
pointsin time, in April 1995, approximately 8 months after the initial implementation of the

reengineered organization, and in September, 1996.

Thisfinancial services organization, isone company in alarger corporation that offers a variety
of financial products and services. Its BPR occurred in the context of alarger corporate change oriented
to separating lines of business more fully and establishing each as a self-contained business with the
strategic leeway to optimize in its own market. Previoudly, multiple lines of business had been conducted
by large functional units. All lines of business were subject to a common organizational strategy and it
was difficult to hold them individually accountable for their performance. Although financially quite
successful, the corporation feared it would lose business in a highly competitive and slowly growing
market if it did not have the capacity to more fully gear its activities to profitably meet the needs of
customers of different kinds of productsin different geographic sub-markets. The company we studied
existed in a particularly turbulent market, where new entrants, consolidated local competitors and

established companies were vying in avery slowly growing marketplace, and prices were eroding.

Within this overall change in strategic direction of the corporation, this company carried out a
textbook BPR process. A cross-sectional design team with high level participation and support was
dedicated full-time for 12 months. It included a number of field people who were the ones “doing the

work” aswell as members of various staff groups al of whose work would change as a result of the
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activity. The process yielded the design for anew I T-facilitated set of work processes for selling and
servicing financial products. The three purposes of the reengineering were to create a closer and more
responsive relationship to customers, to create more efficient processes and a reduced cost structure, and

to permit the region to focus on profitability of its business.

The new work design consisted of a new technology and a new way of organizing to carry out the
work processes. The technology consisted of a set of PC and network based tools to facilitate complete
account management. It included features for automatic calculation and rating of accounts, gathering
information on customer questions, and tracking customer commitments. It took steps out of the process
and automated many steps that previously were performed manually by individuals with severa different
jabs. It provided ongoing rea -time performance data, and carried templates such as form letters for
clients. It also connected each officeto all data from other offices and to supplemental work forms and
processes being developed by other offices. The new IT system was to be introduced in a multi-step
process. The system included a help line, where questions generated from anyone in the organization
were answered by the appropriate party and both questions and answers were available to anyonein the
company. People were also encouraged to put their learnings into the system so that others could learn

too .

The new work design called for multi-skilled people (reducing the number of job classifications
from 12 to 3), and placing them in teams that were collectively accountable for business processes and
performance in a particular geographical area. Increased decision-making and some selling responsihility
was to be placed in the technician roles that combined the processing tasks that used to be carried out by
multiple specialists. The account manager role was responsible for selling, for some processing tasks that
were previously performed by technicians, and for marketing. Collectively, the team members were
accountable for growth, quality, cost of service, customer satisfaction and financial return. Financial
return was a function not only of how much business was contracted, and of the cost of contracting it, but

also of the quality of that business. It was the overall measure of business success, and the teamsin it
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were asked to focus on it. They were also held accountable for other measures such as growth, efficiency,

and customer satisfaction

The organizational design was also changed. Several teams were combined into aregion. Each
region was measured as a business and, within the constraints of common processes and a high level
company strategy, was encouraged to adopt a local strategy to build the business. Each region had a
general manager responsible for overall operations and strategy development, and for the first time a
financial officer was placed regionaly to provide financial analysis support to the local teams and general
manager. Up until that time, all strategy formulation and financial analysis had occurred in a corporate
functional group. Several layers of management were eliminated, leaving each region with a general
manager, the teams, and the team leaders, who were working members of the teams. Rewards were
determined by financial performance of the region and by the performance of each team along a number

of targeted dimensions such as productivity and customer satisfaction.

The relationship of the regions to the company headquarters was also changed. Company staff
support groups were reduced in size and reoriented from strong auditing and controlling roles to arole of
supporting the business units. The idea was to treat each region as an autonomous business unit,

operating within broad corporate strategy and business goals.

Thus, the “blueprint” for change that was generated by the process reengineering team was quite
comprehensive, and included changes in structure, role, authority, purpose, and relationships with
customers, as well as changes in the work processes and technology. The blueprint did not entail any
downsizing of the company. Some headquarters staff were let go when the larger corporation created the

company as a separate line of business. This was before the beginning of the BPR planning process.

The implementation was also, in many ways, acomplete and thorough job. Throughout the

redesign process, individuals in the company were kept up-to-date with the work that was being done so
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that the results would not come as a surprise. The finished product was communicated through videos,
literature, and the President of the company visiting each of the regional offices to brief people about the
changes. Each team attended a 10 day training class at headquarters in which they were given basic
instruction in the use and capahilities of the new system and in the new roles and work processes. Some
minimal team development exercises were included, but the main team development stemmed from the
team being together and learning the new systems and roles together. In addition, cross-training to
facilitate the multi-skilling and the combination of jobs was begun, with the remainder to occur on the
job. In order to promote some consistency and learning across the company, the regional genera
managers met regularly and were updated about the implementation. They had a chance to influence how
the implementation proceeded and to initiate mid-course corrections. Additionally, they explored their
role as a leadership group and as individual leaders in the redesigned company, and their new

relationships with the staff support functions.

During the 18 months between the two waves of data collection, the company conducted team
leader training to help those individuals better define their roles, and to give them tools for developing
their teams. In addition, three more days of team training was provided to the teams. Phase two of the
new information systems was introduced several months prior to our second wave of data collection. It
included better document management capabilities, such as a planning diary and an electronic checklist. It
included some additional tools and enhanced features, and provided a more fully integrated set of data
bases. The training that accompanied this phase was minimal, accomplished primarily by having trainers
visit each office to demonstrate and provide overview training for the new functionalities of the system.
Much documentation and computer-based help systems were provided, and each region was encouraged to
have different individual s become expert in various aspects of the system and serve as consultants to each

other.

The reengineering was very successful in helping the organization move toward desired ends. For

example, for the period 1994 to 1996 the company saw an overall growth rate of 58% and 12%



16

respectively on two key performance metrics, one which was an effectiveness measure and the other an
efficiency measure. Customer satisfaction data showed that the percentage of people who were satisfied or
very satisfied with services of the organization had also increased significantly. Our interviewsin
September 1996 also indicated that people felt that the reengineered organization was helping them get
their work done faster, better, and more efficiently. 1n 1995, 8 out of the 12 regions had achieved

eligibility for performance payouts.

Figure 2 summarizes the parameters of organizational strategy, the reengineering plan, and the

company-wide implementation activities that kicked off the local implementation and learning processes.

The next section overviews the methodology we used to examine the factors that determined whether and

how various regions in the company learned to work effectively in the new design.

---INSERT FIGURE 2 ABOUT HERE---

M ethodology

Our purpose was to determine what factors contributed to or were barriers to the successful

implementation of the new organization . We studied four of the twelve regions of the company, chosen

to represent geographic, size, and market variation. This permitted us to use a comparative case

methodology to understand differences and similarities among the regions.

Data Collection

Data were gathered at two points in time using three methodol ogies:
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1. Surveyswere administered to all members of the four regions to get region-wide readings of
how the change was being experienced, and the change and learning processesin their region. The scales
in these surveys were based on areview of the organizational learning and change literature, and
represented a set of dimensions of learning that were abstracted from the literature. A longer version of
these scales was used in the first wave of data gathering; the current scales reflect a refinement based on
psychometric analyses of the first wave of data. The scales titles and a short explanation are provided
below, with references to some of the literature that indicated that these constructs would be useful
indicators of organizational learning. Appendix A contains the items for the scales and their reliability

coefficients.

Three scales are based on the specific elements of redesign listed in interviews by members of the
cross-sectional team tasked with the design and implementation of the reengineering. The 3 scales,
Corporate Design Elements; Business Unit Design Elements, and Work design Elements were consistent
with the reengineering strategy of creating autonomous regional companies responsible for strategy and
products, who were independent business units managing costs and profits, and achieved through a
redesign of work processes that involved teams, multiskilling and computer tools. All three dimensions of

design were created to enable each region to optimize its own market and the customer interface.

Since this study focuses on examining learning issues entailed in fundamental organizational
transformations that are distinct from incremental changes, we needed a measure of fundamentality of
change. Starting with the theoretical framework of Romanelli and Tushman (1994) and their measures
(strategy, structure and power changes) for characterizing fundamental organizational transformations, we
developed three Fundamentality of change scales to assess how fundamental was the felt impact of the
reengineering changes on core organizational domains and activities. Our scales of Market, Technical
and Power Fundamentality assessed how profoundly these three core organizational domains were

impacted by the transition.
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Information systems are an integral part of most fundamental organizational transitions today
(Lucas, 199) and particularly the case with reengineering approaches (Davenport, 1993). The Computer
tools scale was developed to capture the quality of information systems and perceptions of how ‘ enabling’

were they in getting work done (Zuboff, 1988).

The change implementation scales were created to assess differences in strategies of change
implementation. The Change Clarity and Capability for Change scales are consistent with the work of
Beckhard and Harris ( 1977) and Tichy (1983) on managing organizational transitions. Respectively, they
refer to the degree to which the nature of changes are clearly articulated and the degree to which people
see themselves and their group as having the capabilities needed in the changed organization. Change
Leadership has been identified as a key determinant of successful organizational transformation by
scholars such as Pettigrew (1987). Scales the measure the openness to influence of the change process by
those impacted by the changes and the degree to which people are collectively dealing with change issues
through group problem solving were derived from theory and research on large scale organizational

transitions (Mohrman et. al., 1989; Weishord, 1987).

The learning processes scales were influenced by learning theory and research especially
pertaining to learning about new situations and acquiring new problem representations, skills
and behaviors to adapt to changes (Simon, 1991). Shared learning about meaning refers to
activities by which groups come to develop shared understanding. Learning about differences
refers to activities through which different points of view are surfaced. These two scales reflect
the work of researchers (Shrivastava & Schneider, 1984; Dougherty, 1992; Senge, 1990;
Mohrman et. al., 1995) who have observed the need for first surfacing and then reconciling
dissimilar frames of reference and developing a shared and systemic interpretation of new events
for effective action to take place. Collectively Learning about performance and performance
feedback as a key requirement for on-going improvement of performance has been established in

several research studies (Hirschman & Lindblom, 1962; Mohrman et. al., 1992). The
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Dissemination of learning scale reflects several key concepts related to continual learning and
change such as accumulation of prior knowledge (Cohen & Levinthal, 1990); developing
effective internal and external knowledge linkages (Huber, 1991) and creating learning

communities-of-practice (Brown & Duguid, 1991).

The Performance Effectiveness scales draw from the literature on assessing the effectiveness of
business level strategic changes (Buzzel & Gale, 1987). The scales of Throughput Performance,
Business Performance, and Customer Focus Performance reflect process level and performance
outcome measures of firm effectiveness (Reed, Lemak, & Montgomery, 1996) and the
dimensions of performance underlying the strategic rationale for reengineering (Henderson &

Lentz, 1996).

The Personal Impact scale relies on the research of scholars such as Jahoda (1958) and Harrison
(1977) who have examined the relationship between fundamental change, its impact on personal
identity of the people experiencing the change, and adaptive learning. Fundamental
organizational shift with al its chaos of changing values, behaviors, standards, and goals can
reguire aredefinition of individual identity (Harrison, 1977). Thus change situations that focus
on growth and devel opment aspects of the individual such as an opportunity to do new things,
accomplish more, or career growth, stimulate adaptive learning toward the new situation and

enable a new sense of personal meaning for individuas. -

2. Systematic interviews were conducted with a sample of individualsin each region (ranging
from 8 to 15 depending on the size of the region) to get aricher, qualitative account of how the
organizational changes were introduced in each region, and of the processes and practices that were
actually unfolding in the office. The content of these interviews will be used to help interpret the survey

findings.
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3. Descriptive archival and performance data were collected at each region. Interviews and
archival data were aso collected from a sample of key informants from the company headquarters, in
order to get arich picture of the corporate level change process, and hard data about performance. The
hard performance data included measures of financial return and productivity which was collected for the
period 1994-1996, and customer satisfaction data which was available for 1995-1996. The financial return
was ameasure of business performance effectiveness that reflected profitability and the ability of the
region to create market and shareholder value. It depended not only how much business was contracted,
and of the cost of contracting it, but also of the quality of that business. The productivity measure
reflected expense control due to increased efficiency of staff and improved processes. The customer
satisfaction data came from an annual survey of customers who assessed the regions on Customer

support, Service effectiveness, and Ease of doing business.

At the end of each wave of data collection by us, we met with the regional leadership (including
all the regional general managers) and discussed with them areport that synopsized the factors that were
quantitatively or qualitatively related to fuller implementation of the new redesign and to performance
improvement in the four region sample In addition, we provided each region with its own data so that
regional members could see where they scored on the key predictors of success. All regiona genera
managers shared this data with their people and at least two developed detailed action plans based on the

data.

Data Analysis

For the purposes of understanding what factors account for differences in successin
implementing the reengineered organizational model and in achieving performance improvement using
the new approaches, we treat each region as one study unit. Because of the small number of units, we

rely on the creation of a contextually rich pattern of data for each region in addition to the survey data.
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A comparative case analysis methodology that relies on multiple sources of evidence such as
systematic interviewing, direct observation, and archival data is appropriate to develop rich contextual
understandings of each setting as well as to generalize across multiple settings . Within case analysis
helps become familiar with each case as a stand alone entity, and * across case analysis pushes for
generalizable patterns across cases (Yin, 1984). We followed thislogic in our analysis and treated each
region as a unique case. Further, case analysis in combination with quantitative analysis has been
suggested as a preferred approach to converge on the phenomena of interest especially when dealing with
exploratory research (Martin & Siehl, 1988). The qualitative case analysis helps explain anomalies or
variations or further elaborate the quantitative patterns that emerge by offering descriptive, contextual

information on each unique setting (Thomas & Tymon, 1982).

The survey data represents a systematic measurement of each system at two points in time along
anumber of abstract dimensions. Surveys were delivered to all members of the region. After completion,
they were sealed in individual envelopes, and each region returned them to the researchersin a batch.
The average response rate to the survey for both time 1 and time 2 was 84% . For the four regions it
ranged from 76% to 88% for time 1 and 72% to 97% for time 2. The useable humber of response for
time 1 was 152 and for time 2, it was 147. The number of repeat respondents was 113. Regions ranged in

size from 33 to 60 employees.

For each measure, we examine the overall mean at two pointsin time in order to determine the
overall level of that variable in the sample. Because of the small number of regions, we describe but do
not statistically analyze, the sample means at time one and time two. We also present means for each of
the four regions, if the results of aone-way analysis of variance determinesiif there are significant
differences across the four regions. If the analysis of variance shows significant difference, the results of
pair-wise T-Test comparisons are also presented to indicate which regions are higher and lower on the
measure. Finally, we note whether a region experienced a statistically significant change in each measure

from time one to time two, using paired T-Tests between time one and time two measures.
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Because of the small number of regions, in order to determine whether various kinds of
measures relate to one another (i.e., whether regions high on one are also high on others) we rely on
visual pattern analysis. Themes from the interview data are used to explain the variation in survey data by
capturing knowledge about specific practicesin the region. The archival data provide systematic

performance data as well as enhance our understanding of local practice.

Findings

There were many similarities and some differences between the business situations of the regions.
Each of these regions was a“new” organizational unit, pulling together roles, tasks and personnel who
had previously been spread across the corporation in different functions. They inherited the existing
business for their line of business in their geography. Each started with different amounts of business of
different levels of profitability, and with different initial levels of customer goodwill. Although one of the
regions (Region 4) serviced a geographical areathat was initially characterized by arapidly expanding
economy affording opportunities for growth, all four regions were experiencing a turbulent business

environment characterized by an increasing number of competitors and price competition and erosion.

All regions were structured according to the template that was generated by the reengineering
team. They consisted of from five to seven teams located in several different cities, with one regional
general manager, afinancial analyst, team leaders (who had account management as well as team
leadership responsibility) and teams composed of accounts managers who managed accounts and built
customer relationships and of technicians who processed accounts and dealt with many of the
maintenance aspects of customer relationships. Regions 1, 2 and 3 chose to have at least one additional
role to carry out regional business development activities. The four regional general managers were all

experienced managers in various roles in the corporation.
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Using the learning model in Figure 1 as our template, we will illustrate the patterns of data
across the four regions and in the text we will provide qualitative explanations and interpretations for
some of the key patterns of similarity and difference. We will investigate four questions:

1. Towhat extent were the elements of the reengineered organization implemented in
the four regions and were they differentially implemented?

2. What role did the change implementation processes play in differential
implementation?

3. Did regions that more fully implement the elements of the reengineered
organization experience greater performance improvement?

4. What role did the learning processes in the regions play in facilitating performance

improvement?

Extent of Implementation

Table 1 shows the means for the elements of change for the four regions combined. If an analysis
of variance indicated that there were significant differences across the four units, the means are shown for
each of theregions. An ellipse around aregional mean indicates that this region was significantly higher
than at least one other region. A rectangle indicates that the region was statistically lower than at least
one other region. An asterisk by a number in time 2 indicates that the region experienced a statistically

significant change in the measure from time one to time two (computed with paired T-Tests)..

---INSERT TABLE 1 ABOUT HERE---

At time one, the highest level of implementation was in the work design area. Apparently
regions were more easily able to implement the adoption of awell specified information system and to
create teams that were at least in the beginning stages of cross-skilling, There were no significant

differences between regionsin this arena. However, interview resultsindicated that in all regions team
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members were still struggling with questions such as “what isateam?’ “what should be the role of the

team leader?” and “how should our team operate?’.

Getting teams to see themselves as empowered business units held collectively accountable and
rewarded for business results was evidently a slower process. Interviews indicated that this shift was more
difficult for people as it entailed a new understanding of the business and of the contributors to business
success, and acceptance of a new basis for akey personal outcome, rewards. It required that team
members change their behavior from simply carrying out the processing aspects of their work efficiently
and responsively to thinking through and making trade-offs among various courses of action. Here there
were significant differences between regions, with region four leading the group, and regions one and
two changing less. The general manager of region four was reported to be playing a very consistent role
in pushing decisions back to the teams; the financial analyst had adopted an active educational role,
providing special worksheets and personally teaching team members how to assess the profitability of

business and to make trade-offs between different courses of action.

The redefinition of the role of headquarters to respect increased regional autonomy and to
become service units entailed not only arole shift, but also a power shift. It also lagged behind the work
redesign implementation, although some progress was reported. It is not surprising that there were no
significant differences across regions, since the framework for this redefinition was occurring in large
measure through company-wide meetings between the group of regional general managers and the

managers of the shared services.

By time two, there had been an increase in the implementation of all three elements of the
change. The significant difference between region four and regions one and two in the implementation of
the empowered business unit concept continued. Neither regions one nor two reported a significant
increase in that area. Additionally, region one was the only region that did not report significant progress

in redefining the relations with the headquarters office, and region two did not report a significant
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increase in implementation of the new work design. Interviews indicated that both regions one and two
focused primarily on the technical tasks of delivering service and meeting the needs of the customer, and
concern for profitability and business success was limited to a very small sub-set of the population. Both
continued to operate in amore hierarchical manner: the technician population in these two offices did not
report much awareness of nor concern with issues such as financia return. Although region two viewed
itself as being advanced in the implementation of teams, its definition seemed to revolve around “ getting

along” with each other, not around working together.

The time two measures of how fundamental the changes were experienced by the peoplein these
regions shed more light on these emerging differences between regions. Overall, the means indicate that
the regions experienced the technical and power arenas to be quite a bit different, and the market arena
to be somewhat different from the way things were before reengineering. Surprisingly, there was no
difference between the regions in how fundamental the shift of power was. This company built a power
shift into the way it organized, the goalsit held out for people, and the way the headquarters dealt with
the business units. In the market and technical arenas, the members of region one saw less fundamental
change than in the other regions. In the technical arena, region two experienced the most fundamental
change. It had been highly involved in piloting the new systems, and interviews indicated that the
implementation of the new systems was the areain which it focused the most. Thisis confirmed by its
score on the quality of the computer tools which show that, at time one, it viewed the systems more
favorably than the other regions. Interestingly, the implementation of the system upgrade prior to time
two was fraught with network difficulties, and was accompanied by less company sponsored training than
the initial implementation. On average all regions appeared to show a decrease in the perceived
usefulness of the computer tools. Thus, while regions three and four continued to increase the extent of
implementation of all three aspects of the change, regions one and two were more spotty. We measured
various aspects of the change implementation processes to determine if they can help explain the

differences.
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Implementation Process | ssues

The change implementation process scores are also shown on Table One. At time one, there was
no significant difference between regionsin three areas. development of capabilities for change, change
leadership, and openness of the change process to influence. Openness to influence was the lowest
scoring aspect. Change leadership was the highest. The regions differed significantly along two
dimensions of the change process: region three was higher than the others in the clarity of the articulation
of the desired changes. Its general manager had been on the design team, and brought an in-depth
knowledge of the substance and logic of the change to the region. Members of the region described him
as having a clear and unwavering vision. Region four was the lowest on clarity at time one. However,
this may actually have worked toward fuller implementation, because the general manager impressed on
the members of that region that because the changes weren't clear, the region would have to spend time
defining what they meant. Thisis confirmed by that region’s higher score on the extent to which the

members collectively deal with the changes.

By time two, all four regions had achieved similar levels of clarity regarding the nature of the
redesign and had developed greater but still similar levels of capahility regarding the change. Regions one
and two had fallen behind in change leadership and the degree they experienced the changes to be open
to influence. Even though region one continued to conduct collective processes to deal with the changes,
they still experienced the changes to be less open to influence. Region three was clearly the highest in
most of the change processes, and interview accounts indicate that its members continued to influence the
refinement of the model of how they operated, in large part because of its leader’s continuing
encouragement. They continued to enhance their understanding of the difference between growth and
profitable growth, and to learn to make the trade-offs that would enable them to deliver their financial
commitments to the company. In some cases, they stressed, this meant not going after business that
would not be profitable. Region four’s implementation process scores were relatively lower in time two;
interviewees reported they were stretched thin trying to deal with an eroding business climate. Region two

was significantly lower in the areas of change leadership, influence, and collectively dealing with change.
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At the time of the phase two interviews, region two members reported that they were just beginning to
talk to each other about how the teams needed to operate in order to optimize performance. In sum, the
regions having the most success implementing the business unit aspects of the change were those that
quickly got people collectively involved in determining what that meant and the considered the
reengineered elements to be open to change and refinement. Those that failed to do so early on began to
do so later on, asthey found that they did not have the processes in place to get the new model fully

implemented to deal with their increasingly difficult business situation.

Relationship of Redesign Elementsto Performance.

Table 2 provides both archival information and subjective self-ratings of regional performance.
In order to interpret these findings, it isimportant to remember that each region existed in a different
market with differing rates of economic growth, different levels of competitive saturation, and various
starting points with respect to market share possessed by the company and profitability of that business.
Because of the different starting points, the hard data are presented both in terms of rate of change and
deviation from the company norm, with the rate of change being theoretically the best indicator of the
impact of the redesign on performance. The self-ratings of effectiveness are in terms of how current

performance compares with what members feel is possible in their situation.

---INSERT TABLE 2 ABOUT HERE---

Some interesting patterns are apparent from the self-reports. None of these regions rate
themselves higher than about 75% of possible performance, indicating that they all see room for
improvement. The amount of performance change reported in time two is somewhat lower than that
reported in time one, which may reflect the toughening business environment. This decline also may
indicate that these organizations immediately started to feel the positive impact of the new design, but
that ongoing performance improvement becomes more difficult to attain as it requires behavior changes

that challenges more deeply held beliefs and demand greater understanding.
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Both the self-ratings of throughput and the archival productivity measures pertain to efficiency,
speed, and quality of work. Region four rated itself higher than regions one and three at time onein
levels of throughput performance. At time two there is no significant differences across the four regions.
At time one, regionstwo and four reported significantly higher performance change in throughput with
regions one and three being lower. At time two, region two was higher than region one in reported
throughput performance change, with the other two in between. The archival productivity data show
regions four and one with large positive deviations from the company average; they show the rate of
change of regions two and four as significantly higher than the others. Region one, which concentrated
more on the work design aspects of the change and much less on the business unit aspects, was high in
company measures of productivity, but was increasing at arelatively low rate. Region two, which
emphasized the technical tools, was achieving large increases in productivity matching self perceptions;
interestingly, it was lower in actual levels of archival productivity. Region four, which took a more
balanced and systemic approach to implementing the elements of change (i.e. did not emphasize work
design and technology over business unit design), was nevertheless high in productivity compared to the

company norm, and growing at avery rapid rate.

Questionnaire measures of business performance are concerned with cost, financial and market
performance and can be compared to the archival measures of financial return. In thisarena, self-report
data show that region one rated itself among the two highest in time one, but shows a marked fall-off in
self-ratings at time two. It also reported a significant decrease in performance change from time one to
timetwo. Thisis substantiated by the financial return data that show it worst in both rate of change and
deviation scores. Earlier data showed that this region also rated itself lowest in the implementation of the
business unit elements of the change. Noticeably lacking in the interviews in this region were references

to improving profitability, especially among the technicians in the teams.
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Region four, which was the highest in implementation of the business unit aspects of the
redesign, consistently rated itself higher than others both in levels of business effectiveness and in
busi ness performance change. Again, company financial return data support these self-perceptions: region
four is high in both growth and deviation scores. Region three's self reportsin the area of business
performance and of the extent of implementation of the business unit model are middle of the pack.
Interestingly, it has the highest positive rate of change in financial return, and is also quite high in its
positive deviation from the company average. The interviews from regions three and four are full of
references to the need for profitability, discussion of the drivers of profitability, and of the need to be very
strategic about what kind of business to pursue and maintain. Region two is highest in average amount of
return, but second worst (and in the negative range) in its gradient of change. Interviewees in thisregion
did not stress the need for increase in profitability, and in fact seemed to be somewhat resistant to this

direction, preferring to concentrate instead on productivity and generation of growth.

As mentioned earlier in the paper, many aspects of the redesign were intended to increase the
ability to focus on the particular needs of customersin aregion and to establish new relationships with
those customers. Region one rated itself significantly lower in its customer focus effectiveness and
reported the least improvement in this arena. Customer survey data show that it isindeed relatively low
in customer satisfaction, but itsimprovement rateis relatively high. Region two rates itself among the
highest in level and rate of change of customer effectiveness. Customer satisfaction data show that it is
the highest in absolute levels of customer satisfaction, but improving at the slowest rate of the four
regions. Region four, which ratesitself relatively high in both levels of and change in customer focus, is
the second highest in level and highest in rate of change in customer satisfaction. Region three is mixed,
both in its self ratings and in customer ratings. Itislow in actual levels of customer satisfaction, and
relatively high in its rate of increase. This region had started out with aless profitable portfolio of
business and had worked hard to change its mix of business, sometimes at the expense of growth. In the
process, it was feeling atension because in some cases this meant not meeting the needs of some

customers.
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Overall, only region four had achieved a balance between the business, productivity, and
customer outcomes. Region one was struggling in most areas, although its was among the highest in
productivity. Region three was achieving the greatest increase in financial returns, and was slowly

growing in customer satisfaction, but was not making rapid strides in productivity.

Another key outcome of any change process is itsimpact on people. We can see from the chart,
that self-reported personal impact was lowest in region one, where the implementation of the elements of
change and the business performance outcomes were lowest, and relatively higher in the other three
regions. Inregion one, employees are feeling neutral about the impact of the redesign: they are feeling

somewhat positive in the other regions.

The Impact of L earning Processes on Performance

So far the pattern of data shows that the extent of implementation of the elements of change was
similar in the four regions, except for the area of business unit implementation. Regions four and two
focused heavily on this area, and experienced the most positive business outcomes, while region two,
which focused heavily on the implementation of the new information technology, experienced the highest
growth in productivity. Table 3 shows the measures of learning processes in the regions. These are the
collective processes among the members of the regions that we believed would enable a region to operate
more effectively in the new design. We believed that these learning processes would be required for the
region to adopt the new understandings and behaviors required to generate higher levels of performance

within the redesigned organization.

---INSERT TABLE 3 ABOUT HERE---

At time one and time two, there were no significant differences across regions in the extent to

which they spent time discussing what performance means and how to improveit. At time one, there
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were also no significant differences across regionsin their degrees of surfacing and learning from

differences within the region.

At time one, region three was highest in two of the other learning processes: learning (through
discussion) about the meaning of the new work system, and disseminating learning within and across
regions. By timetwo, it was also significantly higher in surfacing and learning from differences. They
reported such behaviors as regular discussions of performance datain team meetings where they
determined what issues had to be dealt with and what that meant for each of their contributions. They
reported regular discussions of performance drivers, and they collectively generated a structured process
for determining if business would be profitable. They purposefully brought in new members with different
skills, and set up sharing processes to learn from them. The new members were reported to have brought
fresh eyes to the situation, and to have been useful in pointing out aspects of the way they were
functioning that needed to be changed for greater effectiveness. Interestingly, although region three was
showing a positive trgjectory in all three performance arenas, the areain which their performance was
improving the most markedly was in financia return, the complex systemic outcome that reflected the
careful decisions and trade-offs the region’s teams were making. This outcome is not a straightforward
result of implementing a more efficient process; rather, it requires judgment and management of

uncertainty by team members.

Region one, on the other hand, was significantly lower in three learning processes at time two
and intwo areas at time one. Their interviews were full of comments that focused on individual
performance problems and what to do about the “slackers’, and that they were too busy to take time to
help each other or work together. Region two was also quite low in the learning processes. Their focus
also was primarily on individuals—particularly on developing individual competencies—and very little
collective learning was reported. They reported that performance data were easily accessible on their IT
system, for example, but the teams did not spend much time as a group examining it and discussing how

toimpact it. Several people reported, for example, that they didn’t pay much attention to expenses and
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that, given their eroding price position, this might become important in the future. Individual account
managers were spending a great deal of time establishing closer relations with customers, but there was
little team discussion of customer issues or of the overall performance picture. Thisregion experienced a
large growth in productivity, but had a negative trend with respect to financial return, and relatively slow

growth in terms of customer satisfaction.

Although they were also lower on the learning processes scales, region four was portrayed much
differently in interviews. In the interviews at time one respondents from this region mentioned a number
of ways that they took advantage of each other’s strengths, including tutoring each other, volunteering to
carry out special functions for the region such as monitoring the help line in the new system, or keeping
track of the needs of particular customer sets. This activity seemed to have decreased at time two when
interviews indicated that dealing with the more difficult business environment was preoccupying them.
However, they reported that the foundation they had built for working together collaboratively in the
teams, and the processes they had established during the first year of implementation continued to be in
place and to serve them well. In short, while they did not tend to use collective learning processes any
more often than regions one and two, region four had established a positive climate of collaboratively

working together.

Thus, it appears that the one region that was experiencing the greatest improvement in the
management of overall business performance, also had the most active collective learning processes. Two
of the other regions were continuing to carry out work in avery individualistic manner, emphasizing
individual performance and competencies, and engaging in very little collective learning. The emphasis
of region two, in particular, on putting information on the system, did not translate into collective
learning that would allow each team to actually operate as a little business and optimize its performance.

Its trends were not in the positive direction.
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Although the remaining region, four, showed lower levels of ongoing learning processes it
apparently continued to perform well dueto its high initial implementation of the team as business unit
design discussed earlier. Through the use of collective learning processes region three is playing catch-up
apparently focusing on the bottom line, financial return, and literally subordinating productivity and

customer satisfaction in its services.

Discussion

This paper has presented an in-depth case study of one company’ s experience with business
process re-design coupled with the implementation of advanced, networked information technology and
the implementation of a new organizational design. The company did arelatively complete job of design
and implementation, providing a broad, systemic view of how the new organization was intended to
function in order to pursue the new organizational strategy of optimizing the business within each
geographical market. The redesigned organization was intended to enable local regionsto establish a
close, responsive relationship to the local customer base, to apply highly efficient service-delivery
methods, and to have sufficient autonomy to develop a profitable business. Top management was
involved in the redesign and provided high levels of support throughout the implementation,. The
business processes were carefully analyzed through a participative process led by line managers and
supported by information technology professionals, and new processes and supporting information
technology were designed that did indeed enhance the capability of the organization to operate more
efficiently to meet the needs of the customers. The company worked diligently to ensure that the power
shifts that were required to enable local units to make decisions to optimize within the local market did
indeed occur. Working with an experienced organization development professional, the design team
planned the implementation, and provided training, tools, templates, and consultative support to each of
the regions as they were formed and started operating. Company-wide learning was enhanced by a
number of activities for soliciting participant feedback about the effectiveness of the new information

system and about the operation of the new design (the study being reported in this paper was one of those



activities). Theinformation technology was designed to provide easy access to information, lessons
learned, and innovation throughout the system. During the first two years of implementation, the

company experienced increasing performance benefits.

This positive scenario makes this an ideal case in which to explore the interconnection between
the redesign of processes, the design of the information systems, and organization redesign and
development. Even in this very positive company-wide transformation, different units experienced and
enacted the change quite differently. The company provided a common blueprint for change that included
alterations in the technical, social and market architecture. Local units had to bring this process to
fruition. They did this with uneven focus and unequal success; this unevenness of implementation
reflects the importance of the processes that the local units utilized to put the blueprint into place. The
blueprint for change is by necessity a general one, leaving it to each unit to attach meaning and activate
local processes for adoption, implementation, and enhancement. The changes called for in this blueprint
required substantial cognitive, behavioral, and structural modification: a blueprint cannot begin to deal
with nuances involved in changing the operating logic of the system. Even the unit that experienced the
fullest implementation and the greatest rate of performance improvement reported lack of clarity
concerning the company changes: locally they decided that the only way to increase the clarity was to

attach their own meaning.

There was no significant difference in the extent to which units reported that they implemented
the work design and corporate redesign elements. However, interview data indicated that the substance
of the implementation differed substantially. Each unit attached different meaning to the changes and
behaved within the new design quite differently. For example, each unit enacted teams differently. Two
regions, for example, worked hard to create minimal differences in focus between the account manager
and technician roles and to build business development into the responsibilities of the team; other regions
maintained relatively rigid roles, and had separate meetings of these different populations, and the

regional general manager remained the primary mover in the business development process or
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alternatively created special positions for that purpose. In the latter, the formal structure changed but an

informal operating structure emerged that preserved the previous status quo.

In the arena of business unit redesign elements, regions reported different degrees of
implementation and described quite different cognitive understandings and behaviors. Two of the four
regions spent a great deal of time and energy grappling with what it means to optimize business
performance, how to balance the focus on customer responsiveness, efficiency of processing, and
economic return and how to build in the ability to make ongoing trade-offs. The others focused on
efficiency of processing and responding to the customer, and spent little time grappling with what it
means to be a financially accountable business. The former experienced the most change in the overall
measure of the system: the rate of return. The region that particularly focused on the new technical
system also experienced the greatest overall change in productivity; however, it maintained a
hierarchical system, with rigid roles and very little team learning or business orientation. Although it
started with high levels of financial return, it was on a downward course. Another region, which
performed the most poorly on most dimensions, formally reorganized into teams but continued to carry
out business as usual, with emphasis on individual roles and competencies, and little collective sense-

making.

The differences between the regions relate to the change implementation and learning processes
in the regions. These are the collective processes through which energy and commitment are generated,
ownership is achieved, and the participants collectively come to understand, attach meaning to the new
organization, determine how to behave within it, and learn how to continually improve the capability and
performance of the system. They generate enhancements; new structures (such as inter-team meetings
with rotating attendance in order for teams to learn from one another); new functionality for the
technology (such as creating alocal home page for making important customer data available to each
other); new behavioral norms (such asit’s not OK to sit passively while the group is trying to determine a

course of direction); and new understandings (such as, for us what it means to be a business is that we
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now act like owners, and try to optimize income and minimize expenses). They track various indicators
of performance, scan the network to seeif other regions have generated approaches that they can learn
from, learn about cause and effect with respect to profitability, and respond to customer data by finding

new ways to provide responsive service and new ways to relate to the customer.

Regions differed substantially in the extent to which they engaged in the change/implementation
processes, and in the extent to which they engaged in ongoing learning processes. The dynamics of the
adopting units are critical to the unit’s ability to learn to operate effectively within a redesigned
organization, and to effectively take advantages of the new capabilities afforded by a new technology
(Orlikowski, 1996). The learning process was gradual; the implementation of the elements of redesign
increased through time. In this company, this had little to do with shortcomings of the formal blueprint
for change, support from top management, or unwillingness to transfer power from the headquarters
staff groups. In essence, the organizational redesign in this company dismantled the old structure.
Perhaps thisis why, after three years, the company was indeed deriving the intended benefits from the
transformation. What was left was to rebuild new ways of operating. Thiswas easier in units that

managed the implementation and learning through collective processes.

Business process redesign is a large-scale transformation and as such it is deep, pervasive, and
multi-systemic (Ledford, Mohrman, Mohrman & Lawler, 1989). It implies change design and
management that includes technical expertise and understanding of the business, expertise in information
technology, organizational design expertise, and knowledge of change management. Perhaps it is best
carried out by an interdisciplinary leadership group that can bring deep knowledge of all these aspects of
the system to bear on changing the entire system. Organizational development practitioners may serve as
the generalists—individuals who can pull together the different disciplines, and provide support in
managing the content and process aspects of the transformation. Thisimplies a broad understanding of

business, technology, organization design, and change and learning processes.
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Additionally, itis clear from this case that the change management issues and the learning
involved in such transformation is not limited to the activities of a corporate design and implementation
team. Rather, learning has to occur throughout the system, in each and every performing unit. Although
itisrelatively straightforward for units to formally reconfigure or start to use a new system, learning to
think and act in new ways, and developing a new logic for and understanding of performance implies
deep development. An organization development challenge will be to find ways to support the diffused

learning that must occur throughout the complex system that has been fundamentally redesigned.
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Appendix 1
Scale Items and Reliabilities

|. Elements of Redesign
Response format: “ How much has your region experienced these changes?’ (1= None, 2= A Little, 3=
Some, 4= A Lot, 5= Completely)

Work Design (Cronbach Alpha=.78)
Working as teams
Multi-skilled jobs
Automated tools

Business Unit Design (Cronbach Alpha= .76)
Increased attention to building customer relationships
Teams as business units
More empowerment
Rewarding business results

Corporate Design ( Cronbach Alpha= .57)
Shared services act as suppliers to the regions
Regional autonomy (e.g. strategy, products, and organization)

I1. Fundamentality of Change

Response format: * How different is your region on the following aspects than the work unit you werein
before the reengineering began” (1= Not at all Different, 2= Slightly Different, 3= Somewhat Different,
4= Quite a bit Different, 5= Completely Different)

Market Fundamentality (Cronbach Alpha= .64)

Our mission: how we contribute to market/business success.
The way we relate to our customers.

Power Fundamentality (Cronbach Alpha= .85)

The way power is distributed.
The people who have authority.

Technical Fundamentality (Cronbach Alpha=.81)

The technologies and tools we use.
The methods we use to do our work.

[11. Computer Tools (Cronbach Alpha=.78)
Response format “ How much do you agree with the following statements’ (1= Strongly Disagree , 2=
Disagree, 3= Neither, 4= Agree, 5= Strongly Agree)

We have easy computer access to the information we need to do our jobs.
Our computer systems provide tools and help to get the job done.
We have excellent computer systems for coordinating with each other.
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V. Change I mplementation
Response format “ How much do you agree with the following statements’ (1= Strongly Disagree , 2=
Disagree, 3= Neither, 4= Agree, 5= Strongly Agree)

Capability for Change (Cronbach Alpha= .75)

The people | work with have the necessary skills and knowledge to do their work well in
the changing organization.

| feel confident | have the skills and knowledge required for my role in the changing
organization.

We have the support we need to learn our new roles.

We're not completely sure that we'll be able to achieve the new performances required.
We have had sufficient training for our new roles.

We have made sure the changes we are making build on our past strengths.

Clarity of Change (Cronbach Alpha= .85)

The changes have been described in a straightforward manner.

There has been clear communication about how all the changes fit together.
Management has communicated a very clear picture of what we're trying to become.
Thereisaclear vision guiding our activities.

Collectively Dealing With Change Issues (Cronbach Alpha=.74)

We have developed a shared sense of what these changes mean for us.

We talk together about our roles and contributions in the changing organization.
We've dealt with the problems and issues that emerge as we introduce change.
We discuss our frustrations and uncertainties about the changes.

Change Leadership (Cronbach Alpha=.74)

Our managers and leaders behave consistently with our new directions; they "walk the talk".

Our managers and |eaders are supportive of the new directions.

Our managers and leaders are unwilling to give up their old roles (reversed) .

Our managers and leaders do not have the skills heeded in our changing organization (reversed).
Openness to Influence (Cronbach Alpha= .83)

We have been able to influence decisions about new directions.

We have been able to influence the way changes are introduced.

Our feedback and input have been taken serioudly.

V. Learning Processes

Response format “ How much do you agree with the following statements’ (1= Strongly Disagree, 2=
Disagree, 3= Neither, 4= Agree, 5= Strongly Agree)

Learning About Differences (Cronbach Alpha= .75)
Diverse viewpoints are taken into account.

We spend afair amount of time evaluating different points of view about our work.
We encourage frank and open discussion of disagreements.



Dissemination of Learning (Cronbach Alpha=.78)

Previously successful approaches and solutions are readily available so we don't have to
"rediscover the wheel".

When we solve interesting problems we share what happened with others in the company who
can benefit.

We maintain contact with people in other parts of the company who can be a useful source of
information, resources, and support.

We work with other parts of the organization to find better ways to get the whole job done.

We get good information about technical developments (e.g., process technology, scientific
breakthroughs, technology advances) that are relevant to how we do work.

We get good information about new organizational practices effectively being used elsewhere.

Shared Learning about Meaning (Cronbach Alpha= .82)

We have worked together to develop new understandings about how we operate as a region.
We talk together about how our work fits into the bigger picture.

We talk together often about what our region needs to become.

We get together as aregion to make sense out of how the organization is changing.

We regularly assess whether we're carrying out our vision and values.

Shared Learning about Performance (Cronbach Alpha=.71)

We spend time clarifying what successful performanceis.

We talk about our performance and how to improveit.

We solicit input from our customers about how they feel about our performance.

We get feedback from other parts of the organization about how they perceive our work.
We regularly review how our region is doing in achieving its business objectives.

V1. Performance Effectiveness
Response format: “How effective is your region in each of the performance areas , compared to what you
think is possible?* (0% to 100%).

Throughput Effectiveness (Cronbach Alpha= .85)
Quality
Productivity
Speed

Technical performance

Business Performance Effectiveness (Cronbach Alpha= .85)
Cost Effectiveness
Financial performance of the business
Market performance

Innovation and Continuos Improvement Effectiveness (Cronbach Alpha= .82)
Innovation
Continuous improvement

Customer Focus Effectiveness (single item scale)
Customer focus
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VIl. Change In Performance Effectiveness (items same as in previous section, performance
effectiveness)

Response format: “How has effectiveness in each of these areas changed in the past year in your region? “
(1= Declined, 2= Stayed the Same, 3= Increased)

VI1II. Personal Impact of Changes (Cronbach Alpha= .87)
Response format: “ The changes allow me---- (1= Strongly Disagree, 2= Disagree, 3= Neither, 4= Agree,
5= Strongly Agree)

An opportunity to learn new things
To accomplish more than before
To have more say in my work

A better quality of work life
Opportunity for career growth

Job security

Opportunity to make more money



Tablel
Regional Differences on Implementation of Redesign Elements,
Fundamentality of Change, Technology and Change Processes

TIME 2
I mplementation of Fundamentality Techno- Change Implementation Activities
Redesign Elements of Changes logy
Quality
Region Work  Busines Corpo- Market Power Technical | Computer | Change Clarity Collect- Change Openness
Design  sUnit rate Funda-  Funda- Funda- Tools Cap- of ively L eader- to
Design Design mental- mentaliy mentality ability = Change Dealing ship Influence
ity with
Changes
1 * 3.39 [349] [301]
2 G2 Ex] (8] [3%5]
3 x 3er G3D @78
4 * YEED) 3.57 3.32
Mean 3.99 3.56 3.62 3.15 3.68 3.78 3.37 3.57 3.64 3.56 3.59 3.21
SD (.57) (.65) (.63) (:99) (1.06) (.80) (.76) (.55) (.63) (.63) (.63) (.82
ANOVA NSD NSD NSD NSD NSD NSD
results,F= 74 4.27+ 1.80 6.47+ 1.82 10.71+ 1.99 2.61 2.61 5.15+ 477+ 5.15+
TIME 1
1 3.22 (not (not asked) @
asked)
2 3.26 3.39 3.10
3 3.39 GTD
A CE
Mean 3.75 3.35 3.30 3.78 3.65 3.27 3.37 3.36 3.49 3.04
SD (.61) (.64) (.71 (.96) (.69) (.70) (.76) (.64) (.64) (.75)
ANOVA NSD NSD NSD NSD NSD NSD
results,F= 27 3.17+ 242 1.61 491+ .67 4.09+ 511+ .96 77
L egend--- T Region significantly lower in implementation of the same reengineering element from Time 1, at least at p < .05.

Region significantly higher in implementation of the same reengineering element from Time 1 at least at P < .05.
[ Significantly lower than at least one other region for that time period at least at P<.05
O  Significantly higher than at |least one other region for that time period at P< .05
NSD  ANOVA reveds no significant differences
+ p<.05for ANOVA




Regional Differ ences on Perfor mance Effectiveness, Change in Performance,
Financial Return, Productivity, Customer Satisfaction, and Personal I mpact

Table?2

Archival Performance Mesures

Financial Return

(‘94-'96)

Avg. Deviation
Rate of from Co.
Change Avg.

-71 -60%

-15  +150%

35  +97%
22 129%

Customer
Satisfaction
(*95-'96)

Avg. Deviation
Rate of from
Change Sample

Avg.

4% -23%

1% +30%

4% -23%

5% +16%

TIME 2
Perforamnce Effectiveness Change in Performance
Region Throughput Business Customer Throughput Business Customer Productivity
Perfor- Focus Perfor- Focus (*94-'96)
mance Effective- mance Effective-
Effective- ness Effective- ness
ness ness
Avg. Deviation
Rate of from Co.
Change Avg.
1 [ 639 | [637] | [228] 2.28 07 19%
3 69.6 2.49 2.48 04 2%
4 2.40 20 24%
Mean 74.6 70.7 73.3 2.44 231 2.47
SD (14.9) (17.3) (19.8) (.45) (.48) (.53)
ANOVA NSD NSD
resultsF= 2.29 3.60+ 5.12+ 3.37+ 2.59 3.04*
TIME 1
1 2.33 253
2 71.2% 70.1 2.65
3 | 63.6 | 63.7 | 2.38 | | 2.62 |
4 | @ &GD @)
Mean 69.8 70.6 69.8 2.48 2.66 2.60
SD (16.7 (13.2) (30.9) (.44) (.35) (.56)
ANOVA NSD NSD
resultsF= 3.41* 3.60* 1.52 4.53* 4.36* 2.38
L egend--- T Region significantly lower in implementation of the same reengineering element from Time 1, at least at p < .05.
* Region significantly higher in implementation of the same reengineering element from Time 1 at least at P < .05.

[ Significantly lower than at least one other region for that time period at least at P<.05
O Significantly higher than at |least one other region for that time period at P< .05

NSD  ANOVA reveas no significant differences
+ p<.05for ANOVA

3.30
(.74)

3.83*




Table3

Regional Differences on L earning Processes

TIME 2
L ear ning Process Scales
Region L earning about Difference Dissemination of Learning L earning About Meaning L earning About Performance
d
2
3 S7D
g 317
Mean 3.39 3.04 3.30 3.46
SD (.70) (.62) (.68) (.48)
ANOVA NSD
results,F= 3.23+ 5.71+ 6.02+ 243
TIME 1
L ear ning Process Scales
Region L earning about Difference Dissemination of Learning L earning About Meaning L earning About Performance
1 289
2 3.05 3.08
3 G7D
4
Mean 3.24 3.00 3.26 3.35
SD (.70) (.64) (.66) (.48)
ANOVA NSD NSD
results,F= 2.19 3.12+ 5.94+ 1.44
Legend---  ™* Region significantly lower in implementation of the same reengineering element from Time 1, at least a p < .05.
* Region significantly higher in implementation of the same reengineering element from Time 1 at least at P < .05.
[ Significantly lower than at least one other region for that time period at least at P<.05
> Significantly higher than at |least one other region for that time period at P< .05
NSD  ANOVA reveas no significant differences

p<.05for ANOVA
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Figure 2
Specific Components of the Setting’s Strategy,
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