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“Structural change is so potent a business, and so traumatic to undergo, that people prefer to
pretend they cannot see what their own eyes insistently report, rather than commit themselves
to the re-shaping which is necessary.”

Stafford Beer
Brain of the Firm
Allen Lane, 1972
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INTRODUCTION

One of the initiatives defined by Secretary Harvey's Transition Team and executed by the
Secretary was a three-pronged business transformation (BT) program for the Army. The three
elements of the program were Lean Six Sigma (LSS) applied to the Army's generating force
processes; organizational design and development (ODD) applied to Headquarters, Department
of Army (HQDA\) agencies; and Outsourcing (i.e., privatization and A-76/in-sourcing). * Some
of Secretary Harvey's BT programs, initiated during his two year tenure, and then continued
under Secretary Geren and Deputy Undersecretary of the Army Kelly, succeeded, some did not,
and some remain in limbo awaiting action by the new Secretary of the Army (SA) and the Under
Secretary of the Army acting in his role as Chief Management Officer. In a companion White
Paper, we focused on lessons learned in developing and executing ODD programs; in this paper
we report lessons learned on the proper sequencing of ODD innovation and LSS continuous
improvement programs. 2

Our purpose follows the practice in the warfighting Army of after action reviews —
analysis and documentation of lessons learned from four years of BT initiatives. It is our intent
that both positive and negative lessons will assist the new SA and the Under Secretary to identify
those BT programs that should be continued as well as those that should be dropped. This White
Paper also serves as a pre-read to our PowerPoint briefing on the same subject.

Our criteria in evaluating ODD and LSS programs are whether or not they resulted in
increasing the Army's efficiency and/or effectiveness in carrying out its mission. Because
"efficiency and effectiveness” are loosely used as BT goals, let us define them in terms of one or
more of the following outcomes:
e Out-of-pocket dollar cost savings (efficiency)
e Cycle time reduction in processes or decision making (efficiency)
e Allocation or reall ocat i on misfon (effecivenass) ces t o

o Clearer definition of roles, accountabilities, and value-adding work products
(effectiveness)

o Clearer definition of role authorities and working relationships (effectiveness)

! Organizational design is the systematic application of a set of formal design principles that define the
accountabilities associated with key positions and roles in an organization, and legitimates: authorities assigned to
the position; working relationships with others; rights to make decisions and receive information; the securing and
assigning of resources; problem solving and managing the systems and processes central to accomplishing the
organization’s mission.

’Dr. Stephen Clement & Dr. Roger Harvey, Business Transformation in the Army CLessons Learned From SES
Executive Education; and Business Transformation in the Army CLessons Learned from Organizational Design and
Development Programs, November 2009.
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e Eliminating duplication of work (efficiency) ormoreclear | yv def i ni ng a posi
of work (effectiveness)

¢ Inculcating a culture of always searching for dramatically new ways of doing business,
e.g., instilling a culture of innovation (effectiveness)

LESSONS

This section of our Paper presents the lessons that we learned from our experience in
implementing ODD and LSS studies. The lessons contain a background section, and then the
lessons learned from the experience.

LESSON: SEQUENCING INNOVATION AND CONTINUOUS IMPROVEMENT PROGRAMS

Large complex organizations such as the Army must continuously evolve their
organizational structure, management control systems, and governance as they adapt to
constantly changing warfighting pressures or changing economic, political and global pressures.
That evolution may reflect new missions assigned to the organization, or it may reflect changing
strategies to meet new chall enges. The botto
changes accumulate, they frequently drive the need for revolutionary changes in organizational
structure, management control systems, and governance systems. We believe that since 9/11,
battlefield events — including the impact of continuous conflict on the personnel system, the
acquisition process, or soldier and family programs —demanded revolutionary change throughout
much of the Army. Certainly revolutionary change is well underway in the warfighting Army,
but if at all, revolutionary change is in its infancy in the warfighting-support or institutional
Army.

SA Harvey’'s BT initiatives were designed t
the warfighting-s upport Army. The Secretary’s intent wa
revolutionary solutions were required, and to simultaneously grow a complementary continuous
improvement capability. This was a tall order because change of this magnitude had never before
been attempted in an organization as big and complex as the U.S. Army. Innovation and
continuous improvement, taken together, were central to improving the overall efficiency and
effectiveness of the non-warfighting Army.

The paths to efficiency and effectiveness are often mutually exclusive (Toyota is one of
the few exceptions). The most effective organization is not necessarily the most efficient one.
Here is one of the obstacles: a Combatant Commander or a Business Unit president might prefer
to “own” all of the assets that thetbelmelieve
effective. In their minds, direct control over essential resources is a necessary pre-condition to
success (effectiveness). But frequently economic constraints dictate that scarce resources in the
size and scope desired simply can’t be provid
personnel (HR) services; procurement support, etc. Under these circumstances, centralization
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may turn out to be more efficient than the decentralization of these resources. Figure 1 depicts
the nature of the trade-off between efficiency and effectiveness.

Figure 1

The Relationship Between Effectiveness and
Efficiency

Effectiveness
(Revolutionary)
A

5  Efficiency
~ (Evolutionary)
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Unduly focusing on one variable (efficiency) at the exclusion of the other variable
(effectiveness), however, can be detrimental to improving overall productivity levels. For
example, if one centralizes scarce resources into a single shared-service unit but fails to
simultaneously clearly define the quality of support expected of the service provider then
operational effectiveness may ultimately suffer. In far too many support situations, the
Commander or Business Unit President of support units loses sight of the fact that their primary
mission is to support operating units. For some unknown reason, centralization often“ t r i gger s
survival instinct, where the support activity is managed as an “end in itself” with its own clearly
defined success parameters. In many cases, these success parameters are not necessarily tied to
the success or failure of the supported operating unit. For example, not providing procurement or
contracting support in a timely manner can directly undermine the operating effectiveness of a
supported unit. To avoid this risk, the warfighting Army developed doctrinal concepts that
clearly spell out the nature of the expected support, e.g., Direct Support; General Support, etc.
Unfortunately, the non-warfighting Army does not benefit from the presence of a similar
doctrinal base. (The rewrite of General Order #3 was an attempt to develop such a base, but that
effort was halted before completion).
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Why is this effectiveness/efficiency trade-off relevant to innovation and continuous
improvement? The answer may not be obvious. On the one hand, innovation represents
revolutionary change directed specifically at dramatically improving operational effectiveness.
On the other hand, continuous improvement programs are evolutionary in nature, and most often
are tied to improving operational efficiency. Organizations need to pursue both objectives
simultaneousl| y. Experi ence hwaasy ”s htoowns,e ghuoewecvee
innovation and continuous improvement programs.

Revolutionary change (innovation) should come first. If done properly, innovation leads
to new and creative ways of doing business; new requisite organizational structures; new
management systems and processes; and new manpower staffing levels. Once innovative change
has been introduced, it is then logical to look for the most efficient way to implement such
revolutionary change. Continuous improvement programs are focused on doing more with less
(productivity gains); eliminating waste and non-value adding work (carrying-out old processes
with fewer people); or designing and fielding new processes and systems with the same
resources (cost avoidance).

Now, let us show how these broad concepts of innovation and continuous improvement,
and their sequence, lead to lessons for organizational design and development (ODD) and Lean-
Six Sigma (LSS) in the Army.

Lesson (@)To optimize transformational goals, ODD initiatives leading to new
organizational structures should be implemented first (innovation). ODD innovation
should then be followed by LSS projects to perform the newly configured work in a
more efficient manner, e.g., with less waste and fewer people.

The IMCOM study is a case in point for the synergy gained by following the ODD
innovationA LSS sequence. First, innovative changes were introduced to the
organizational structure IMCOM (e.g., a new HQ organization and new regional
structures). These organizational innovations, in turn, spawned a large number of LSS
projects as part of the change management process. Of all the LSS projects undertaken
as part of the roll-out of the LSS initiative, nearly twice as many projects were
conducted in IMCOM than in other organizations undergoing LSS work. In this situation,
the impact of LSS on IMCOM operations was significantly greater than it would have
been had LSS been implemented without ODD innovation.

Lesson (b)There is a financial advantage to be accrued by sequencing LSS after OD
interventions. Most LSS projects in the Army have achieved “cost avoidance” savings.
Cost avoidance savings occur in situations where expanding workload would normally
require the hiring of additional personnel to process that workload. By applying LSS
techniques, waste is eliminated and greater efficiencies are obtained thereby permitting
the current workforce to do more work. Thus, the additional hiring and personnel costs
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are avoided. Cost avoidance savings do not result in budget cuts, they simply reduce
overall budget growth.

By restructuring an organization first, however, it is possible to actually eliminate non-
value adding work and the jobs associated with that work. This type of change permits a
different type of financial savings because actual jobs are eliminated along with the
people who occupy those jobs. These types of savings tend to produce actual budget
cuts. And when an organization is faced with reducing costs and/or transferring financial
assets to other parts of the enterprise, cost cutting savings are needed; not cost
avoidance savings. By sequencing the two initiatives properly both types of savings are
attainable. In the Army’s case, $2 billion dollars were able to be re-programmed from
support operations to combat operations.

Lesson (& The most successful LSS projects were carried out in AMC’s depots and
arsenals. While it may appear at first glance that these efforts flourished irrespective of
the sequencing issue described previously, a closer examination suggests that this is not
the case. First, the depot and arsenals did not suffer from dysfunctional organizational
structure pathologies, e.g., too many layers or too many roles within a given layer. Their
organizational structures were essentially correct for the work that they were doing.
Second, the workload of each organization was steadily increasing as a result of
expanding war-time requirements. Hence, each of these organizations were confronted
with the challenge to do more with less (or the same). Third, outsourcing existing
operations to more competitive and more efficient external agencies was very real
threat.

All of these factors combined to create a friendly business environment for LSS. The
effective application of LSS principles resulted in each of the existing government
agencies to not only become more efficient (e.g., survive competitive pressures) but to
become “benchmark standards” as well (e.g., Shingo prize winners). Had these
organizations been poorly structured with too many layers or too many roles within a
layer, application of LSS techniques would have been severely undermined.

Lesson (3t BRAC offers a unique opportunity to apply the innovationA LSS model.

BRAC directives provide the ideal platform from which to launch, first, revolutionary
change, and, second, evolutionary change. Again, the sequence of changes is critical in
order to achieve the greatest benefits. We would posit that the organizational structure
should be changed first (prior to any BRAC directed movement). Innovative
organizational design paves the way for the follow-on application of efficiency tools
such as LSS. Make the organization more effective first, and then make it efficient.

——
(o)}
| —
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This result should not be surprising. ODD innovation identifies new and creative ways of
doing the work — of implementing the strategy and achieving the mission. In doing so, it
frees resources to be used elsewhere or to be saved. In effect, ODD innovation
produces the “burning platform” needed to drive continuous improvement programs.

LSS projects can then be much more focused on figuring out ways to do the remaining
work in a more efficient manner.

For more information about this subject, or any other white paper, please visit us on our website at:
www.organizational.com or send us an email to odi@organizational.com




