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Preface

This paper reflects my year in corporate America.  It was a great experience for me personally as I learned how to exist without military support and learned new dimensions in synergy and teamwork.  Likewise, things we take for granted in the military such as the ability to communicate freely, often and without scheduling are not as commonplace in the business world.  They also have challenges (as does the Air Force) in managing cross matrixed organizations…to share the wealth of their intellectual resource, they must pay the price of slower synergy as the result of scheduling high demand low density subject matter experts.  Given this battle space, and once adjusted, I still found there was a lot to be learned from this corporation, especially in regards to change management.

Mr Eric Briggs was the core for the success of this program.  He alone is the front man for the DoD trying to get our senior military officers exposure into varied corporations to bring back critical and fresh knowledge on how corporate America is using change and innovation.  Along with Ms Dee Taylor, their experience was the stabilizing force to our academic success.  I would also like to thank the University of Virginia’s School of Business under Ms June West and the Strategic and Budgetary Analysis Center for their help building our foundation of knowledge to understand key common processes at the intersection of business, government, and military ingenuity…truly the cornerstone to high-level innovation.

au/school/NNN/2001-04

Abstract

This report reflects observations during my year at Amgen as an officer in the Secretary of Defense Corporate Fellows Program (SDCFP).  It also reflects a minor but important recommendation to the Department of Defense (DoD).   While in the SDCFP, I was assigned to the office of Ongoing Change Program (OCP), a change agent entity designed to help business areas succeed in being more productive by helping them recognize, design and change their processes.  Corporate America has many such continuous process improvement (CPI) entities by various names.  Some entities name their CPI office by the tools they use, such as the Lean or Six Sigma Office or Lean Six Sigma Office.  While very descriptive of the main tools used in the CPI office, could those companies be limiting their tool set by naming their offices after the one or two tools used?  Could other tools soon coming into vogue be excluded from use because of the very title of the CPI office?  What happens when the power house tool “Six Sigma” (for example) loses its universal appeal at a company (as in the case of 3M) or newer tools arrive on scene?  Is the naming of the CPI office after a CPI tool then the best choice for a CPI office?  One can look back 30 years to see many examples of fad (yet effective) CPI tools.  Current CPI tools could face the same fate as the CPI tool Total Quality Management (TQM) did and leave employees feeling equally lost when the TQM office and their TQM efforts faded away.   The DoD faces the same dilemma.  Half of the major entities in the DoD name their effort after a CPI tool (leaving little room for newer tools to be used).  The Air Force and Army have learned from theirs and corporate America’s troubled TQM past…never name their CPI effort after a tool.   
Chapter 1

Program Overview
The test of first-rate intelligence is the ability to hold two opposed ideas in mind at the same time and still retain the ability to focus.

—F. Scott Fitzgerald
To keep a large organization, such as the Department of Defense, responsive and effective to new strategy plans and challenging budgets, the DoD must constantly search for new and innovative management ideas. Looking to national and international industry to find fresh perspectives and ideas are vital to achieving transformational change.  Unfortunately, industry and Defense Department business practices are not exactly congruent.  As such, not all great ideas in the military work in industry without modification and the opposite is certainly true for the military.  Yet, there are many things we can learn from each other.  One example, out of many, is how we both mobilize as a team to review and tackle a problem using change management as a common business practice to put closure on tough issues. 
Genesis of the Secretary of Defense Corporate Fellows Program

To creatively use ever decreasing and limited military resources, the US military is continuously researching combat history, weapons inventory, and future combat environments to create a revolution in military affairs to best utilize weapons and strategies to achieve dynamic, synergistic and enabling effects.  Corporate America under-goes similar challenges except in the areas of technology, innovation and use of new management tools.  Realizing the high potential to extract the best lessons learned from corporate America, The Secretary of Defense (Honorable William Perry) directed the creation of the Secretary of Defense Corporate Fellows Program in 1994, with the first class graduating in 1996.
  
Unlike traditional military war colleges, this senior developmental education program equivalent was designed to glean the best from industry and learn from corporate America as they compete to be competitive and highly successful in the dramatically changing global economy and business environment.  To ensure this program is successful, the Secretary of Defense (SECDEF) directed that only senior officers with proven skills in insightful long-range planning and with demonstrated flag officer potential should be selected for this program.
  The program cannot (and does not) replicate existing programs (such as Education with Industry) and is not designed to create acquisition professionals or technologists. 
  Each service is allocated two authorizations (positions), with the Air Force being allotted three, paying for the extra authorization.  To ensure diverse exposure, new corporations are selected every year to host a SECDEF Corporate Fellow.
   
Assignments
Our unique assignment within our assigned companies varies from company to company.  Some fellows were placed in rotational jobs observing the company in action from an executive level; others were placed as change agents to observe the company from a micro level.  The assignments within the companies were as the company and the Corporate Fellow thought would be best for their program’s objectives.  The companies selected this year were Amgen Corporation, Boeing, Cisco, 3M, Lockheed-Martin, CNN Money, CACI, Oracle, and SRA.  The only commonality was that we were to be assigned to positions that allowed us to observe the company from a strategic vantage point.  My particular assignment was in Amgen’s Ongoing Change Program (OCP) office.  The purpose of the OCP is to encourage and help Amgen business areas identify and create new processes and strategies that lead to higher productivity.  They act as strategic thought partners providing Amgen with a consistent and effective approach for issue identification, problem-solving and change management.

Corporate Setting
Unique to my assignment was the fact that Amgen was about to go through the largest change since their foundation, ultimately leading to new and streamlined business operations, as well as a very carefully executed reduction in force (RIF).  What I learned from this process is that the military manner of handling reduction in force is uniquely different than how it is handled by corporate America.  Both have pros and cons.  What caught my attention most (though later proven as the right decision by Amgen) was that I knew that Amgen needed to create higher productivity as a result of their earnings per share downturn yet an immediate need to employ the services of the OCP (as a leverage tool to reach higher productivity) were not equally realized.  In fact, OCP was cut by 26%...13% higher then the rest of the Amgen average.  The company was in dire need to cut costs quickly and streamline their current operating environment to keep Amgen competitive in the market and prove to share holders and investors that they were determined to re-baseline their entire operation to increase earnings per share.  
Limitations of the Paper
Because of the remote assignment, there is no access to military libraries to locate adequate published literature on change management within the military.  I have incorporated memorandums, Internet-available documents, and AFSO 21 briefing slides to capture elements of change management.  Interviews were also used, but only as a method to understand the available background material.  This study is prepared in the opinion of the author and does not reflect an official endorsement by the OSD, SDCFP, USAF, or any other military organization.  This study also assumes that military change management training is equivalent to that being offered by the civilian sector.
Chapter 2

Amgen Corporation
“AMGEN won over investors who viewed it as the first biotechnology company to graduate from adolescence to adulthood. It continued to grow fast, and its new maturity added something that other biotechs lacked: profits.”

— Conrad De Aenlle
Amgen discovers, develops, and delivers innovative human therapeutics that fight a range of illnesses from cancer to kidney disease, rheumatoid arthritis to other serious illnesses.
   While most drug companies are considered biochemical companies (producing drugs with chemicals that are in a non-living state), Amgen is a biopharma company producing drugs that are made with live molecules.   These drugs work at the molecular/gene level to fight serious illnesses.  Figure 1 shows Amgen’s most common product line.
[image: image1.emf]
Figure 1 Amgen Principal Products

.

Background
Amgen was founded in 1980 with three members and today has over 18K employees worldwide.  In 2007, they had total revenue of $14.8 billion with $3.1 billion invested in research and development.
  Their mission is very simple…“to serve patients.”   Amgen has clinical trial activity and production operations in 54 countries.  Figure 2 illustrates Amgen activity locations.
[image: image2.emf]
Figure 2 Amgen Locations

Structure

Amgen is broken into four main business areas: Research and Development (covering research, discovery, regulatory affairs and safety); Operations (which covers the core business operations, clinical operations, manufacturing, product quality); Global Commercial Operations (which covers segment marketing and sales) and Corporate Functions (covering human resources, law, finance, communications, compliance and information systems).
  
Global Operations and Pipeline
The Global Development Organization is an agency within the Research and Development directorate responsible for Clinical Site Management around the world.  They have basically divided the world into 3 business focus areas where clinical trial activity occurs: US; Europe and Australia; and Asia Pacific Latin America and Canada.  Drug development mainly occurs in the US.    Research on new drugs can take up to eight years to get the drug from discovery (in the US) through the varying phases of clinical trials, to production, to medical practice/institution and ultimately to the patient.   This process is called a “pipeline.”  Amgen has an impressive variety of new drugs in the pipeline.  Return on investment can take years since the pipeline takes so long, but it is required as Amgen takes no chances on less-than-proper clinical trail conformance.  In fact, they take pride on their strict adherence to guidance from the Federal Drug Administration or equivalent entities around the world.
Culture
Working at Amgen is phenomenal.  A science-based work culture, Amgen was rated by Fortune Magazine as #40 of the “100 Best Companies to Work For 2007.”
 The benefits and campus climate are truly amazing and serve to ensure that employees are happy, focused, and productive throughout the day.  They offer incredible support to their employees such as financial advisement, a generous 3 weeks plus an additional 17 days of paid vacation per year and many other benefits.  Employees are offered (at no charge) Seattle’s Best Coffee, hot chocolate, drink mixes, pretzels and trail mix…all designed to keep their employees energized.  Employees never worry about being unproductive or hungry.  As one last rich example they offer their employees a free meal card should official meetings take place during the lunch hour.  The company boasts a climate of intellectual professionalism over traditional business fashion.  As such, casual, yet nice, attire is the preferred dress code throughout the week with jeans being more acceptable on Fridays.  This entire atmosphere allows everyone to roll up their sleeves and tackle any challenge.
Prior to the Stock Price Fall  
Prior to the fall of Amgen stock price, Amgen would allow work teams to organize formal social (morale building) events that could be charged to the company.  These events covered farewells, recurring social events, and birthdays.  In social settings involving adult beverages, the cab fare (if so needed) was also covered.  The reason was simple:  they care enough about their people to prevent them from making unwise decisions that could hurt them or other people.  While these events seem are no longer funded, teambuilding activities are still funded but at a less elaborate level.
Climate 
Amgen is a model company for cultural diversity in corporate America. They embrace an individual’s talent without regard to race or gender or life preferences to nourish true innovative thinking, help the individual achieve their full potential and ultimately help Amgen to compete intensely to win.
  As a small example, if a member has an ill child, they are permitted to telecommute from home without charging the employee a day of leave.  Since most meetings offer a dial-in capability, participating in team meetings are possible from home or around the world.  Finally, the physical setting is much like a university campus with shuttle service and world class daycare service, along with 10 restaurants.   
Internal Operations
The work pace at Amgen is incredibly high.  Tiger teams are cross-matrixed to ensure adequate representation for success on all projects.  This, however, creates limits on employee/subject matter expert availability when multiple key projects are ongoing.  Additionally, due to the global nature of the company, most teams have employees from around the world assigned to it.  Keeping a team informed, focused, and highly productive is an art at Amgen.  Given the 8-10 hour time difference with European operations, much less Asian operations who are a day ahead, timely communication is difficult when coordinating on a large project.  State of the art media and software are the “glue” in keeping the teams successful.  As a melting pot of world culture, the Amgen team is careful to exercise common courtesy protocols and civil “sensibilities” when communicating with their international teams.  For example, when meetings begin, teams rarely tackle the project immediately, rather they “bring everyone on board” with light discussion on “off the topic” issues to “warm up” the team.  This “formality” also extends to phone calls.  For many, English is their second language and this formality helps to melt communications barriers. Naturally, this process/protocol can consume a bit of time.  .  To ensure subject matter expert (SME) and executive availability for a meeting, use of Microsoft Outlook to schedule a meeting or even a phone call is common place.  Unfortunately, this manner of operation could take days to schedule a free moment just to ask a basic question.  Combine that with the complexity of limited schedule availability in a cross-matrixed organization and timely communication to get guidance becomes a challenge.  As mentioned before, proper etiquette does suggest that phone calls start with a greeting, a quick discussion on how things are going, the question you called about, and any tangential issue on the project.  Sometimes the long wait for the scheduled phone call can create a need to discuss many other issues while you have someone on the phone (since you have waited days to talk to this executive or SME).  Getting to the point and keeping on task without “discussion creep” or going over the allotted time is somewhat difficult.  While senior executives would rather phones calls be brief and to the point, it is hard to achieve this in a global organization.  Sometimes the phone discussion can take longer than the previously scheduled time eating into an executive’s tight schedule.  Ironically, when I talked to one executive, he mentioned ‘that is exactly why you schedule the phone call…to protect the schedule.’  

Summary and Cautions

The Amgen environment may appear relaxed by my comments, but I want to assure you that it is not.  They are incredible professionals and Amgen employees take the time to thoroughly coordinate their work, listen, analyze, clearly postulate information, posit incredible positions on difficult issues in order to lead their global teams to success.
Chapter 3

Ongoing Change Program
If people don’t perceive the need for change, they will resist it.

—3M CEO
The Ongoing Change Program (OCP) is a business activity that focuses on strategic process improvement and change management.  They are change agents that help business areas plan for improved productivity.  “Change agents are leaders who cut across the organization…to focus solely on leading and driving change.”
 The OCP is aligned under the pulse of Amgen’s internal business rhythm executive…the Chief Information Officer.  In addition, the OCP receives incredible support from the CEO, Kevin Sharer.  On the OCP home page Mr Sharer quotes, “Developing an internal capability for continuous improvement is essential to sustaining the competitive advantage of Amgen. The OCP will provide us with a consistent and effective approach for issue identification, problem-solving and change management.”

OCP Cost Advantages.  
Using the OCP as an internal consultant is incredibly affordable.  While no charge is assessed to the internal business area requesting OCP support, there is a cost to Amgen to employ an OCP employee.  Using the mid-range salary of a senior manager, the average cost of an employee is $20K per month.
  A contractor could charge as high as $100K per month for the same service and usually requires time for the contractor to learn the company’s intricacies.  While using a contractor could only last 3 to 6 months, that could be enough money to pay an OCP employee for five years.  Additionally, many OCP employees come from other varied companies and industries (increasing their knowledge base) as well as many being former consultants.  
OCP Model.  
Because of the nature of the changing business environment and the tools available, the OCP incorporates a continuous training model to keep its personnel trained on the latest change management techniques.  Just as tools used for change management differ from each area requiring change, so too are the individual qualifications needed to be successful in the OCP.  While having a background in a unique area such as Six Sigma is beneficial, the true qualification to being successful is to have a proven ability to adapt to new situations, lead a project team, and make a successful change occur.  Internally, the OCP works hard to convince many internal customers that making change occur in their business area does not require someone with a specific background in “sales” or “R&D” to help them, rather it requires a person who can help build strategies for success and guide the team through problem solving scenarios while motivate the team to the task at hand (the change plan).  The request for OCP support now exceeds OCP resources requiring all requests to be prioritized according to Amgen’s potential savings or increased productivity. 
Amgen’s Professional Development Proving Grounds.  
OCP team members are exposed to a vast set of business areas and key leaders within Amgen.  As such, the OCP staff becomes solidly indoctrinated into core business productivity challenges and developing winning strategies to conquer those challenges.  Exposure to this experience creates better managers and leaders.  Being in the OCP is not only a great starting point within the company to gain experience across many business areas, but management has considered using the OCP as a corporate grooming ground for senior managers and directors to launch into higher positions of importance within the company.  In fact, Kevin Sharer’s (Amgen CEO) vision is that the OCP should be a place where “very high-performing, very high potential, very high impact people want to work”
 because they work on important problems that cut across the company.  Other corporations feel the same way regarding their change management agents.  Many high performing companies develop a formal change agent career plan to support their advancement.  Some even make participation as a change agent a requirement for promotion to senior management (as Amgen is trying to engineer)...all to motivate potential candidates.
  Naturally, the vitality of the OCP requires that all members be exceptional leaders capable of high placement.  OCP duties are full time duties...not relegated as an additional duty unlike many companies and the military service departments.  In fact, part-time support in change management and project leadership compromise project objectives.

Structure. 
The OCP is manned with 27 full-time personnel who are broken into four main focus areas to match the four main business areas of the company: Global Commercial Operations (marketing), Research and Development, Operations, and Corporate Functions.  These tiger teams fold in as part of the business area and are very familiar with the Vice President in charge of the business area.  They participate in routine meetings as a known entity, and then work with the customer synergizing OCP manpower for key customer support activities.  This approach is unique as the OCP is a part of a business areas’ operational team, though aligned administratively under the CIO.  The business area is their customer.  Unlike an outside contractor, they are a part of the Amgen family and know the operating structure to be successful in their roles.  
Process.  
Because of the nature of OCP support, any business area desiring change management support from the OCP, must process their request through the business area’s Vice President.  This ensures that only the most important focus areas (needing change) get addressed first.  It also ensures that work streams (sub-business focus areas) understand that approval for OCP support has been granted and cooperation has been mandated.  This is particularly important as some work streams handle confidential data and access to this data is tightly controlled.
Success.  
The Amgen Distribution Center is a great example of employees using just one of the change management tools in the OCP tool box (Lean).  Working closely with employees, they teamed to reduce the required steps to build shipping cartons from 678 to 248 and reduced carton travel distance from 508 to 83, feet increasing efficiency by 80%.  The warehouse team has continued to perform lean projects, working across functions and sites to implement efficiencies throughout the supply chain.  Due to increasing volume in pallet orders to wholesalers, a lean effort was conducted with the truck shipments group.    Teaming with Sales & Marketing, they transitioned their wholesale customers to more efficient ordering practices, moving product in full cases instead of random quantities.  The effort is expected to reduce shipping errors and increase material handling efficiencies.  They have also worked with their Puerto Rico manufacturing facility on the timing of incoming finished goods shipments, which has balanced workload and warehouse capacity.

.



 
Chapter 4

Corporation in Crisis
Last year was one of the most challenging in our company’s history.

—Kevin Sharer, CEO
At the start of 2007, Amgen stock had risen to it’s highest level trading at $75.85 per share. 
  Figure 3 (below) depicts the stock’s rise over the years and their adjusted earnings per share from 2002 to January 2007. 
[image: image3.emf]
Figure 3 Amgen Stock Price Jan 2007

The Fall. 
A month into the 2007, two of Amgen’s main pipeline drugs, Aranesp and EPOGEN ran into severe complications.  Both drugs are erythropoiesis stimulating agents (ESA) designed to fight anemia in patients undergoing chemotherapy and patients being treated for kidney failure.  The Federal Drug Administration (FDA) found that the drug taken in high doses (specifically Aranesp), increased patients risk of death and tumor growth.
 The FDA  immediately issued a “black box” warning (FDA’s most serious warning).  Months later, the Centers for Medicare and Medicaid Services changed the reimbursement policy for drugs like Aranesp and Johnson & Johnson’s’ Procrit.
  This meant that doctors would only be reimbursed for using low doses of the drug.  Because reimbursement is so cumbersome for doctors, along with this added scare of possible “high dosing,” doctors and medical institutions were inclined to purchase less of the drugs.  Both of these events caused Amgen stock to fall drastically.  The figures below show the stock price and Amgen Price earnings tumble.  
[image: image4.emf]
Figure 4  Stock Tumble

The Response.  
Amgen had to move quickly.  They immediately began to re-label their ESA drugs and worked with the FDA to ensure they could clearly identify a way forward.  They also took drastic measures across the company to protect their earnings per share.  They reduced the staff by 13% (2,600+ personnel), cut operating expenses, reduced overall capital expenditures, and sought partners for marketed and pipeline products.
  They are currently working with regulatory agencies to do a risk-benefit analysis of their ESA franchise.  Never having been through such an economic challenge and the subsequent changes corporate leaders had to make, the work climate in the company changed dramatically and morale suffered.  While a 13% overall work force cut was the final tally, some business areas were protected from the cut, while others took a drastically higher cut.  
The Opportunity. 
Ironically, the OCP was cut from 35 to 27 people or a 26% cut…twice the Amgen average.   While this seemed severe, Amgen was trying to save billions of dollars while keeping the highest quality employees.  The OCP was not only involved in helping plan this reduction in force, they also helped plan the outsourcing of clinical site management support in the US.  They are also currently helping to streamline operations in 52 countries (which was my focus area) to help the company keep Amgen core roles protected and productivity scalable.  
In the end, this severe cut worked in OCP’s and Amgen’s favor.  It basically forced the OCP to re-baseline their operations to focus only on high productivity and high yield projects that maximize Amgen’s profitability.   It also helped elevate the OCP to higher prominence by being recognized as the entity to have on your team to increase productivity.  As a result, the OCP had to turn down many requests for support (that were not high productivity related) that were supported in the past.  For example, OCP began to provide less project management support (building presentations, preparing agenda and minutes, tracking progress of deliverables, organizing meetings, etc) and providing more strategic thought and change management support.  The responsibility for project management support (for the most part) was relegated back to the process owners.  
Ready for the Future

While a very turbulent year for Amgen, it forced the company to analyze all business processes and streamline operations.  The initial shock from the reduction in force is still present, but Amgen employees are working harder and smarter to keep the company highly productive. As the CEO reported in the yearly sales meeting in January 2008, “we are ready for whatever might come our way.”


Chapter 5
The Case for an OCP
When you are finished changing, you are finished
.

—Ben Franklin
The Tool Kit.  
The OCP uses a variety of tools to help internal business activities plan, develop, execute and train for change.  Unlike most companies, including the military services, the OCP does not conform to using only one or two change models (such as Six Sigma or Lean) for improving productivity, rather every tool available that best fits the need of the particular area being considered for change: Six Sigma, Lean, Accelerated Change Tools (ACT), Catalyst, Business Process Reengineering (BPR) as a minimum.   Since creative business practices involve more than just one business method approach, so too must change management practices have many tools readily available to focus on change. 

Many companies purely embrace their company’s internal change management office as the: “Six Sigma Office,” “Lean Directorate,” or the “Lean Six Office.”  While it’s noteworthy that companies like 3M have such an office, it also limits the company’s change management tool kit to just the Six Sigma or Lean “tool”.
  Is use of Six Sigma by “Six Sigma” change management office closing options for other tools to be used?  What if Lean, Catalyst or ACT tools are required?  What if Six Sigma negatively impacts creativity as in the case of 3M?  3M CEO George Buckley saw this in 3M and is attempting to balance innovation and efficiency in varying 3M offices by adjusting use of Six Sigma.  The reason is simple, while process excellence demands precision, consistency and repetition, innovation calls for variation and failure…it (process excellence) works against breakthrough innovation
  This goes against Six Sigma’s core axiom to “cut costs, improve processes, and reduce business cycle times.”
  Naturally to be innovative it is hard to do while cutting costs, improving processes, and especially trying to do it quickly through reduced cycle times. The point here is that not every business can settle on just Six Sigma or Lean, or both.  There will always be a case where these tools cannot be applied to every scenario (and in the 3M example, it stifled innovation).  This leads to the basic question: Why limit your tool set and then (as many companies have done) go one step further by marketing that limitation by the naming and “branding” of those quality services to a tool name?  What if the next quality/business transforming method/tool is around the corner and your entire change management tool kit is solely vested in one or two approaches at the end of their common popularity?
Quality Tools and Fads. 
Total Quality Management (TQM) was an innovative way of improving product quality for the customer.  Basically, “TQM seeks to improve the quality of products and services through ongoing refinements in response to continuous feedback.”
 Everyone seemed to be on the TQM bandwagon and many companies even required it of their suppliers.
  Though a good tool and still used today, it was arguably a management fad as it could not address every business issue.  Following TQM to great success did not protect companies from all business challenges. The Wallace Company entered Chapter 11 status a year after winning the Malcolm Baldrige National Quality Award and Florida Power and Light had to eliminate its quality department despite being the first American company to win Japan’s Deming Award.
  Naturally, the cause is not solely TQM’s blame, but where companies take credit for successes using TQM, so to must they take blame for use of TQM when it fails.   TQM was responsible for changing US companies into profitable global competitors; however when the shift to growth and innovation took place, TQM lost a lot of its appeal in the economy.
   According to a research article in Wiley InterScience, “TQM does not exploit the concurrences present in today’s product design, development and delivery environment.”
   While it is impossible to gauge how much of TQM is in use across America, it possible to analyze the amount of media discourse there is on the issue and draw the conclusion that less discourse means that TQM is less fashionable. 
[image: image5.emf]
Figure 5 TQM Discourse

This chart depicts TQM’s rise and fall in popularity via the amount of articles published on TQM.  It is entirely plausible that TQM became so popular that it is now a fabric of every day (run of the mill) business management and no longer is needed to emphasize its change on American business activity.  TQM is not the only business management tool having gone through a spike in popularity.  Similar fads were Management by Objectives, Quality Circles, Lateral Thinking, Theory of Constraints and Business Process Reengineering.  While any one of these management tools can be (and are) used today, you are less likely to find an office titled the ‘MBO Office’ or the ‘BPR Office.’  Why?  Because they are tools…old tools…and today’s tools are tomorrow’s old tools.
The Product Outweighs the Tools.   
The OCP realized years ago that they might be limiting their tool set to using only one or two tools if they were named a “Lean” or “Six Sigma” office.  More importantly, not being named even by a group of popular/common set of tools allows them the flexibility to incorporate new methodologies as they emerge.  In a sense, they have evolved to a higher plane of process methodology for issue identification, problem solving, and change management…the services they provide are not defined by only the tools they use.  In fact, the OCP is an office that provides strategic thought partner support along with change management tools needed to help internal business areas excel across any challenge…from business analytics, to process performance, to organizational effectiveness and operational excellence.  In ‘Creative Destruction…Why Companies are Built to Last,’ Foster and Kaplan posit that “companies seeking to foster creation must support multiple mental (business/change/operating) models…because such models are present in the business place.”
  They also noted that “only companies that can change at the pace of the market can hope to match the market’s performance.”
  Hence having a robust entity designed to help the corporation change (using a flexible array of the latest change tools) is critical for success. 

It goes without saying that any name is good for an entity (not just OCP) so long as the name describes the effort or the outcome, vice the tools being used that could be out of vogue in five years or less.  In fact, the OCP is considering a new name change based on how they have evolved to a higher form of customer service (no decision has yet been made).  For many companies, changing the name of your quality/change management entity from the “old tool” and renaming the office by the name of the new fad tool creates serious challenges.  This would leave many internal customers concerned that the Six Sigma or Lean processes in place and in use were all a vain effort.  It also questions the validity of future tools that may show up on the scene.  In the end, keeping/creating a name that is not tied to a tool is important for employees and helps them sustain support for change management and process improvement. 
Chapter 6

The Military Business Transformation Movement

“…it is natural for those who have a stake in the institution and its vision to look to the leadership for clues to their future.”

—Carl A. Builder

The Department of Defense (DoD) has made great strides in transforming its culture, climate, and business operations to ensure a climate of continuous process improvement.  To ensure the DoD maintained an active transformation effort, they created the office of the Deputy Under Secretary of Defense (Business Transformation) in 2005.  In 2007, DoD formally implemented continuous process improvement (CPI) through Lean Six Sigma (LSS) by creating the CPI/LSS Program Office.
   Each service has also created as LSS office by various titles:  the Army entitles their effort “Army Business Transformation”; the Department of the Navy titles their effort Lean Six Sigma Office.  Finally, the Air Force titles their effort Air Force Smart Operations 21 or AFSO 21.

Naming CPI Effort.  
Most of the DoD uses LSS and Theory of Constraints (TOC) as their tool set for CPI.  The Air Force and Army have chosen names for their CPI/change management efforts that seem to encompass the broad range of vision intended by the overall CPI/LSS effort.  The Navy (along with the Marines) and the overall DoD Office have chosen to name their offices by the tools used for their CPI.  This would naturally lead lead all personnel to believe that these tools are the most important tools for CPI.  And as they stand right now, they are. In fact the “LSS has been endorsed by DoD leadership as the means by which the department will eliminate waste, improve quality, and put its resources and capital to best use/support for the warfighter.”
  However, is the naming of these offices in the Navy and DoD truly appropriate?  Have they limited themselves in their tool set by doing this and what are the repercussions of using other tools when these no longer are as popular and new tools become popular?  An argument could be made that this did happen MBO was replaced by TOC, TOC was replaced by TQM, TQM was replaced by LSS.  Looking at the Air Force’s TQM journey in the early 1990s might reveal a good lessoned learned.
Air Force’s TQM Journey.  
TQM was extremely beneficial for the Air Force (at least as their first start to a quality mindset), but the surrounding circumstances on its implementation caused a slight rift among Air Force personnel.  Although LSS is better positioned for success than TQM had been, there is a lot we can learn from the Air Forces’ TQM experience.  While there is no one refutable piece of evidence that would label TQM in the Air Force a failure, it was unpopular to many.  There were several major attributes about how TQM was carried out that created dissonance among the troops as well as, TQM losing its appeal in general as discussed in the previous chapter.  Mostly, TQM was applied using corporate methodology for a corporate environment and needed some modifications to work in a military hierarchy.  From its inception, training in TQM concepts was aggressively carried out.  Most personnel at the base and lower echelons were even positive about using TQM.  There, however, seemed to be a perceived barrier that former senior Air Force leadership did not support field recommendations, as well as, training not being relevant to how Airmen would apply TQM in their jobs.
  Additionally, the focus of quality did not seem to concern itself or appear to be applied to flying and fighting missions only in mission support areas.  This began to create an underlying fracture in TQM support.    In “How the Air Force Embraced Partial Quality,” Graham Rinehart states “using a new analytical tool or process to improve the way Airman accomplish the mission—how they gather intelligence or drop bombs…gives it a greater chance for acceptance as worthwhile.”
  TQM seemed to fail in this area as it was not universally applied/used in all business areas, but again mainly in mission support areas.  In fact in 1993, the Air Force Team Quality Awards only awarded one award to a war-related function, improving the reliability of missile launchers by 23%... a maintenance and depot function.   In the end, the appearance of lack of application across the board including lack of senior level support to employ TQM across every mission area impacted TQM’s success.  In Psychology of Change Management, BF Skinner posits that when a company’s goals for new behavior are not reinforced, employees are less likely to adopt it consistently.
  Airmen did not see TQM as being reinforced and as such TQM lost its luster at coincidentally about the same time as TQM lost it’s luster in the media and corporate world.
TQM was the main tool in the Quality Air Force inventory.  When the tool failed, the office which was highly associated with the tool (closely named the Quality Office) failed to be effective as well and left a lasting negative impact on Airmen regarding TQM and quality. Rinehart claims “Airmen now snigger at anything remotely resembling continuous improvement.”
  A decade later, when the Air Force deployed its new CPI initiative, they took all this into great consideration by modifying all aspects of the program including naming it AFSO21.  Even though LSS and TOC are the main tools used, they have ensured the tools don’t define the office, rather productivity and change management define the office.
AFSO21 Makeup.  
AFSO21 uses various process improvement efforts and blends them into a standard model that fits Air Force needs.  Different than TQM, AFSO21 is an end-to-end analysis of processes that allows Airmen to determine which parts of the system have value and which don’t.
  It has the ongoing support of Air Force senior leadership and the focus is on achieving results along five desired effects (Energy Efficiency, Productivity, Asset Availability, Sustained Safety and Increased Agility).  Ultimately the goal of AFSO21 is to increase the capability of the warfighter.

Personnel.  
The Air Force chose not to make AFSO21 assignment a full time duty.  This brings some pros and cons into discussion.  On the positive side, it allows more diverse expertise and greater acceptance of the effort if being led by a familiar face with some expertise in the business area needing help.
  The down side would mean that it is an additional duty, vice how OCP and how corporate America have organized their teams.  As an additional duty, it would cost man hours to be pulled a way from a primary duty area to help another business area be successful.  Given the streamlined manning in the military and much of the corporate world, this could cause stress on the primary duty area.  In the Air Force, this may mean that fewer people in key operations jobs (ie. pilots, air battle managers, etc) would be leading AFSO21 change events.  While there is no doubt that personnel in these key areas will be trained on LSS, the opportunity to lead LSS events would be greatly diminished and more complicated to organize (even if a CPI event was available for this activity) because of their operational schedules.  This is not a rift caused by the operations community, rather a time demand and scheduling issue.  Unlike corporate America, the military is not free to create permanent positions without it taking the positions from another specialty area or receiving Congressional approval on personnel ceiling limits.  For those in non operations jobs (that are on the AFSO21 core team), there is still a concern that part time support of AFSO21 could be seen as not as important as if it were a full time position.  Given the current limits of manpower authorization, part time/additional duty of the core team is the only way to proceed in this new effort.  A point of concern would be the perceived amount of limited participation from the operations community.  It could impact support from the much larger non operations personnel as they might see this lack of participation as congruent to what occurred in the early days of Air Force TQM (despite the fact that they are not the exact same circumstances). 
Chapter 7
Conclusions

“A carefully constructed change agent program is essential to any successful operational transformation.

- Arrata, Despierre, and Kumra,
Culture  

The culture in today’s corporate environment is dynamic.  To keep up with the demands of  increased productivity and lower operating costs, corporations have banked on CPI initiatives (and the latest change management concept of operation) to lower costs and operating revenues in order to increase earnings per share.  The most popular methodologies to create efficient and effective processes in the DoD and corporate America are Lean and Six Sigma process improvement as tools.   Corporations have created unique support offices to ensure these tools, along with their training are available to help internal business areas achieve dramatic results in productivity and financial savings.  Some companies have named their CPI/change management office by the tools they employ…Lean and or Six Sigma (office).  Other companies have carefully chosen a different name that describes the effort or the end product and not the tool/s used.  
Amgen’s CPI office (the Ongoing Change Program) is named for the effort involved, not by the tools being employed.  There are many exceptional reasons for this but the most important is that there are many CPI tools available to use for a variety of needs and many CPI tools are either coming into or (worse) going out of fad.  As change management tools come and go, so too do the tools being used.  The OCP uses at least four tools: Catalyst, Lean, Six Sigma, and Accelerated Change Tools.  On occasion, even the Theory of Constraints is used, as needed, to help in their process improvement.  More importantly, a variety of tools provides better options.  But without variety, corporations could be providing less than optimum support for their internal business areas that need CPI.  Additionally, putting all their CPI ‘eggs’ in one basket by having just one or two tools in the tool kit could be risky.  TQM was a great example of popularity in a tool that truly changed how resources are managed (and is still in use today, but is now more mainstream).  But when the popularity of TQM faded, companies looked to other techniques such as LSS.  Offices formerly called the TQM or Quality office soon lost their appeal.  Tools like theory of constraints, management by objectives and TQM arrive on the business scene and make great changes, then eventually go away or are folded into their business fabric.  And offices named after them were negatively impacted, creating disdain on future CPI tools.  Could that be happening to LSS and concurrently to CPI offices named after LSS?

Some companies who used to be a strong proponent of Six Sigma (such as 3M) have recently realized that Six Sigma has some shortfalls that negatively impacts their creativity.  While they still support Six Sigma as a tool, they have decided not to use Six Sigma across the board as they once did.  Their CPI office, called the Six Sigma office, has lost it’s once famous and powerful momentum.  The same thing could happen to any office solely named after a tool.  

Manning for the CPI office (regardless of name) is critical for CPI to be effective.  Having full time employees (change agents) dedicated to change management is vital to ensuring a robust CPI program…because they lead and drive change.
  Organizations that over look the importance of this, risk paying a high cost.
  While there is no single universally agreed upon percentage or number of people needed to run CPI tools, being a full time change agent is vital.   

Recommendations for DoD. 
The DoD has made great strides in transforming their business processes.   They have created a CPI oversight structure at the DoD and military service levels.  They strongly endorse using LSS as their main tools, though TOC has also been used in the Air Force.  While LSS are probably the best tools available today, it might be beneficial to create a culture of CPI with emphasis on LSS being only a tool.  Learning from the Air Force’s TQM journey and remembering that CPI methodologies come and go, there needs to separation in title from OSD’s and the Department of the Navy’s (USN and USMC) CPI office and CPI tools or they stand to end up in CPI dogma in the near future (as what may be occurring now in corporate America).  The Army and Air Force seem to have avoided that potential pitfall by naming their CPI initiatives Army Business Transformation and AFSO21.

 Manning of full time personnel as change agents needs to take place if we are to follow the model that corporate America follows.  Unfortunately, changing manpower ceilings in the military is very complicated.  Could cost savings and cost avoidance pay for the extra full time personnel?  That is a possibility but it would mean that fewer dollars would go to supporting the warfighter.  Also, the Air Force and DoD (in general) need to make sure that our operations personnel are not excluded in being change agents and that they are given ample and equal opportunity to get involved in being change agents.  The DoD must select high-performing people who are well respected to be effective as CPI/change management leaders (this means even our commanders and those top airmen/warfighters on that track) to send a clear message that management is taking change management seriously.
  “Personnel must see the people they respect modeling this activity.”
   Additionally, using the Air Forces TQM movement as an example, it is important for all personnel to see that CPI is being used throughout the service, not just in the mission support areas.  The Air Force has come a long way since the TQM days and has addressed every shortfall from management support to how they elevate ideas and suggestions from the lowest echelons.  They even gave their process/productivity title a name separate from the tools they use.   Even though the DoD is only two years into their CPI, they see eye to eye with corporate America on the importance of CPI initiatives; and there is no doubt that LSS are the tools to use.  But both (corporate America and DoD) need to be ready to use more tools as they come along and be careful not to focus on using only one or two tools nor even name their offices after tools.  As Rhinehart states, “If we’re not careful, we may repeat our mistakes with new ideas—even if worthwhile.”

Corporate America Recommendations.  
A lot can be learned from company to company on how they employ their CPI initiatives.  Amgen’s approach is one good example of how to manage change agents, the CPI program, tools in the tool kit, and learning from historical methodologies failures.  Naming themselves for the process and support they provide the customer, vice the tools they use, not only helps the customers identify what service they provide but more importantly (when tools change) they will not be associated with a fad that is out of vogue.  Amgen has made great strides in CPI management and has learned what many other companies have yet to learn in using all available tools to improve their processes, avoiding many pitfalls…that’s why the Ongoing Change Program is not perfect but is closer to perfection. 
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