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o Increased compeut:on from globahsar an is hawng an mcreasmg nnpact on competmon mthm
'the South African’ marksL This coupiod with the extemal pressures from mtematmoal banks

(glubahsat:on) the emergencf .sfnon trsdmonal players, hlgher demands from customers for g - '_:_._ o '. |

better deal is placmg pres';ure on t‘ho bank’s tradztxonal means of eammg moome( S

- 1 Io an eﬂ‘ort to address ﬂmB 1ssue, in the medmm tems, FNB embarked upon a nove! approach
fto solvmg probllems of prqﬁtabxhty space uuhsatxon and customer sausfactwn, by focusmg on

L leadershnp, hy reorgsmsmg the layout and strucmte of a branch and by applymg creatwe
linformatmn teclﬂmology solutions e - | |

S -M‘FNB apphed we}ll trustec!, Lnfmmatmn technology in an mnovatwe way to 1mprove clnent
L 1§hr0ughput, mcrdase tum(bver and raise staff producnwty The branch of the ﬁlture prolect
igine ruxg could be usod to Substmmally Mprove a branch s perfunnancs

o wbne inoreasmg xfs attractweoess 0 the bank’s clients, Tho initiative was also used to show
S the way. to the rest; of the brgamsatlon as, to hpw reta:l bankmg should be cOnducted in the

twentyﬁrstcentury

o | In terms of ihe technology avaﬂable in the mld 1990s and boanng in mind the average bank"
o personal or corporate clienf’s needs, to have access to coins and notes, this type of prcject

o thch ﬁmﬂy retams 8 bank network, may well be & forerunner ofhow baoks w:ll operato m the . o

. ﬁmme not only m South Aﬁma, but around the world

The mmal mdicatlons srs that thls branch ofFNB has ﬁqhzeved 8 substantnai :mprovement in :'_ '

: __"-ﬁnanolal retums aswel[ a8 reposmomng themselves in the market
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o The reta:l bankmg mdustty xn South Aﬁ'ma is very eompetltwe There are apprommately 60 _
banks in the count:y all ofwiueh have eommereia! ba.nkmg opefauons On]y the larger banks
. oft‘er 8 full range of modem ﬁnznelal servrces wlnch mclude corporate eleetrome dehvery .

. £

e ':meehamsms

g . ‘Ihere are four blg players whleh eonsntute mare than 90% of the market, these are, m' R y

. alphabetlcal order, Assocnateda Banks of South- Athea (ABSA) First Nauonal Bank of .

'_ Southem Aﬁrﬁ\a (FNB), Nedbank and Standard Bank of South Afiica,

14

o _:-_ABSA, Whlch %3 the Iargest bankmg group, is the end product ef 2 large number of bankmg

- '-mergers over theyears bnngmg t,ogether some medumz snzed and relatwely small banks, some S o

- ofwbrch had spemallsed m the Afnkaans speakmg maxket over the years These mergers Were
- conc!uded in 1992. A mnnber of members of the ABSA group have bean in existence forqunte- o
some tlme wrth Allled Bulldmg Somety datmg back to 1880 Umted Bmldmg Soelety to 1889 o

and Velkskas ‘was estahhshed in 1934;

S ?Fxrst Nanoaal Bank, wlnch is mmﬂar in size to the Standard Bank, may be regarded ae a
L 'comparatlvely new bank in the sense that it bas’ only oﬁpraxed under this nameé since 1987:

" Firgt National Bank was created as a result of the dxsmvestment policxes of the Brrtlsh bank,

o 'Barclays Bank ple. However Barclays Bank DCO had Toots in South Aﬁwa dating baek to

. | 1838 and a8 swoh Flrst Natlonal Bank sees itself as the mherltor of this tradltlon

".f?'

~FNB has 471 branohes, 77 semee branches and 221 ageneles and empioys apprommately L
o 34, 083 staﬁ‘ members In addmon, FNB has 4 in-store representation pomts, over 1250 ATMs -

_ ._ and some 25 000 point of sale merchant tenmnals FNB 3 ﬁ;rmture finance operatlon boasts

- 456 stores and Cash Paymaster Semoes has aver 1400 paypomts (FNB Annual Report .
© 1995), First National Bank’s declared strategy is to be a bank for all the people of Southern. -

: Ai‘nca and to supply ! ﬁjll range of banlong semces S



Nédbank; which is the smaflest bfthe'-big-foﬁr bas s roots i‘ﬁ"the Ned'er‘landsche Bank en "

Credltvereenmg which was egtablished in Amsterdam . 1888 hy & Dutch group of ﬁnanciers

. ‘The bank ohanged ity name to thy Nederlandsohe Bank Credltvereenmg voor Zuzd—Afrﬂca in

-1903. The ba;:k remamod in Duf:sh hands until 1969 when it became a pubhc company and o

. was hsted on the Iohannesburg/Stock I:xohange The name of the bank was chi ed o

Nedbanis Liited in 1971, As it was South Afiican owned it did not change hands in'the 19805
-_"m the same way 1 Barelays or Standard Bank Nedbank Limited merged with the South
_. Aﬁman Permanent Buﬂdmg Somoty in 1988. “F ' i

| Th_e Sta:n.dard Bank of South Afnca, whch is one ofthe oldest banks in the country’ datmg -

__ oack to the 18605, has been through a slmﬂar process to First Natxonal Bank, havmg been o

_"'.'origmally owned by the Standard CharteredBank oftheUmted ngdom e |
Although the banlcmg mdustry in South Afnca is not as deregu!aied asitis ‘in some parts of the

: World, ol four of these banks oﬁ‘er a \mde range of ﬁnanczal services to corporate, small '

o '.busmeso ‘and mdmduals These semces range from mong; - market dealmgs 10 home loans,
- ﬁ'om share 1ssues to fomard buying of forelgﬂ cutrencies for ehents '

N 11 Bankmg II'I South Afrlca

South Afncan banks operated ina very stnct cmnmand and control enwronment in whzeh '
ﬁ.mctlonal sﬂoa or stoveplpes ensure all the rules are obeyed by thexr staﬁ‘ I-Iowever chaxlgmg
cxrcumstances in South Afma, partly due to rapid urbamsatlon during the past two decades _
'and alsa due to the cmmbhng and final collapse of apartheld havo resulted in an mcreased._
nuh1ber of customers and therefore, tra.nsaotlon volumes Furthermore the world-mde mcrease
" in customer demands for 4 higher level of service and lower bankmg costs, ffom which South :

o African was not mmlune, severely unpacted ENB's proﬁtabxllty Tl'us occurred by the start of

the 1990s to such an extent that some of the bank’s seven reglons were no longer eammg the !
- requlred corporate retum on the ﬁmds mvested in them S

Fin'theimore, the retail ba’n_k:ing expenence m .:S'O:uth Africa had become a fei_rly dismal affair .

for the individual bank clieat. This was primarily due to the very high level of urben crime
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Whmh has hecome a l‘egular feature of South Afncan ilfe Cnmmal actmty mcluded 2 stmng

_ mterest in the banks and then' cash and: for some years. banks were a pnme target for azmed
- ra:ders Asa result banks msta]led heavy duty bullet—-proof glass in front of theu' tellers whlch

- _'_xmmedlateiy distanced the teller from the client and removed &n important eleme.nt of i mtxmacy
between the bank employee and their customters. In addmon, many of the banks mstalled metal

._ - detectmg dotﬂ:lé {.!onred subi:cles at the ﬁ‘ont enivances thropbh which all membm of the
- public have 10 p.ash before ga:mng access 1o the bank’s premises. These cubicles are expenswe . -
. to mstall ancl to operaie and they are not popular wﬂh the bank’s cllents _- e -

._j

- -ofs course not fo say that the South Aﬁ:man banks, like their international countexpa.tts have not
' had an mcreamng shire of bad. debts OVel‘ the years (Wuﬂ'i and Hunt 1993) Howéver, mth

L the co]lapse of aparthend they are lackmg to extend theu* semces to those they would not. have

| 'accepted ag clients cmly & few years ago Tins isin part a polmcal declsnon wfnch is referred tq

: - a3 reaching the unbanked, of whom it 15 cstxmated there may be as many as 10 to 15 mﬂlmn o

- such peoplce in Souﬂl Aﬁ}ca, out of a total popuiahon of apprommately 43 nnll:on, ' -

- The term unbanked iy used m South Aﬁwa tu zefer to people who do not have bankmg
'_accounts and perhaps may never have used a bank at all These mdmctuals are usuzlly,

- although not necessanl}' Black people who, under the apartheld reglme lwed on a subslstence

. mcome, many afwhom had htfle o no cash and thus tiad no real need for banlcmg semces
o With the passmg of apartheld mona black people arein better economlc czrcumstances and nre
o thus ina better posmon to need and makﬂuse ofbankmgfacﬂ:tles. e

| 1 2. Background to the problem

| '.[‘rad‘nonal bankmg worl-:ed well for Barclays Bank DCO and the renamed First Natlonai Bank
e for over 150 years, Howaver, the orlgmal pnnc:ples of bankmg on whlch ﬂ‘lls success was
R hased have been under pressure throughout the world for at least the past twenty years (Orton,

L B lee their counterparts in many other parts of the werld South Aﬁ‘lcan banks are pasﬁ Enastersl o '- -
: at mmnmsmg their risk’ by ﬁitermg out any ﬁnancxa]!y questmnahle prospectwe c.hents Tlus 15, e

e



o Theae onsmal Pnnclples were basec'l around a WeIi ‘imderstood paradigm, whxch has. e '_ S
- _;-”_-___-descn'bed i a somewhat JocuIar fashmn by the bank’s genetal manager of ﬁ;fonnaj.n .
. techiology Mr Mike Jarvs, as the 3-6-3 rule. The 3-6:3 rule meas that baikes borrowed o
e .moneyt at three percent, Ient the money at sm peroent and Wpuld be en the golfcourse by three .:_ -

”clockmtheaﬁ ' S o L L

L

P Imeahty the hank's ablhty 1:0 make the proﬁt it reqmres onthé margm between what it pays“to L
e '- its depomom and what it earns on 1ts advances hag been under severe pressure for years This . - :

| : is because ‘there is toddy, and has heen for soﬁe time, 2 much smarter mvestur loﬂkms for ﬂ"&t; : |

_' e .. maxamum;eﬁm on ﬁmds and a sharper bsrrower seelﬂng the 1owest mterest :rate avazlable Inii = =  _
N addition, therms mcreasmg eompetinon between thé banks and thus ﬁner Tates, than was o e
": _'\1 o _i.'premously the case, a:re ﬁ'equently oﬁ“ered Furthermore the Gpe.ra:tmg cost of the branch- '_ | "
o uetwork has intrgased conszderably both in terms ofsryaﬁ‘ancl pren‘uses expenses :_; _. IR

. The result 0f ﬂ:ns is that the GQSt oflendmg is 0o Ionget as mexpensnv& for ‘oanks as lt usexl W

.:_ = be. One ! artxcular example is «that twenty years ,ago many organzsatlons Ieﬁ snzeable amounts CE
s :m_curren_t accounts whxch did not eam mxerest ﬁ:am the banks, TodaY many orgamsatmns 53"3'
. trea'sury&'ﬁmcuons which ensure that they earn as much mterest as pos{mble ﬁ‘om a]l the:r
. avaﬂable eash, ﬂlerefore oompﬂli}' sui‘plus ﬁmds are placed Wh&fe they ’Wln cbtam tha b"'St : z\

o

o '-';Although the mterest tumof the bank is sti]l the most nnportant canmbutor to 1ts proﬁtablhty " Ay

o non-mterest mcome, whxch is eamed ﬁ-om services whnch th# banks pmwde has’ ‘become =

o -_increﬁsmgly sigmﬁcant Th:s may be seen ﬁ‘om Table 1 whxch shaws ﬁ!&l’&lﬁtﬂfe val.,te of’these‘f g - R
o twomcomef‘tem‘“taFirstNatlona]Bank Pvetthepasth‘ears C T

: : : - - C . s v .
L

e
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-'I'able 1 Relauvevalue of Interest agamst Non Imerest Generated income -

| .Tab!e 1 clearly shows a deohne in, mterest generated incorme whﬁe there has been a deﬁmte

'mcrease in non-mterest generateo :ncome. All the ma,;or players in the bankmg mdustry are

o _'msereasmg the mnge of semcee _.hey pro\**rl& as a means of generatmg add' tlonal iricomie and
B arg lookmg to technology fo prowde the semcee at redur.ed cost ' )

1. 2.1. The informatlora Technology mntmtwe

In the early 1980’s, FNB realtsed that mfonnatton technology was a key conmbutor to
‘competitive advantage, and the ablhty to- manage complex teclmology had to become a oore
competence within the gronp (Store and Guise-Brows, 1994) To achtewe ﬂ‘lls, Mike Jarvis
' was e e-ployed as Gene.ral Manager IT in 1986

' .In 1991 Mike Iarws FNB's Generai Manager IT, believed that FNB was not obtaunng the
optlmum return on the sophxstleated mfonnatloo teolmology it had been unplementmg (Bakos -

.. _and Treacy, 1986) smoe the mid- 1980’8 In an attempt to reotlfy this, as well as use technology
to increase income Jarvis, endeavoured to 1mp1ement the braneh of the futuire pro;ect This

‘was initiated ir. 1991 with. the ob_;eotlve being to use FNB’ 5 enormous mvestment in-an.
'mformatlon technology infrastructure, ‘as well as 1ts substanttal teohnologxcal e@cpertzse and

expenenee, to gam ﬁxrther competntwe advantage. _

8045 [ wow |
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| - | i) would achleve thls by creatmg stratog:o informatlon systems whxch would dehver a shoppmg ;- ' ':_ . _
- oentre mdo olaent server system. This system would prowde benefits to both merchanta and L
_customers ‘mthm the shoppmg complex, "This Would enable the Bank to more completely |
: - --sef"m WW‘E merchants and thus ensur& then‘ contmued support as well as attract new AR

) Imt:a!ly some useﬁd progre,;;s was: made by Jams with tlus mmanve in secunng a.n merest of -

top managomént wﬂhm FNB I-Iowever, 10 fbrmal mandaxe was estabhshed and the pro_[eot_ e
. 'was no\t@rmshed Wl‘l’h adi }quate resources in the form of: ﬁmds ora dedlcated teain, headed upf- LRI

. " the appmpnate Ievel of managemen& Thus enthbsxasm for the adea of the bmnoh of the._ o | :
o "'future project as it was expressed by Tarvis soon lost' ‘momentum and by late 1991‘ it had: S
. somewhat ﬁZZled out Thls initial attenpt Jost momentum due. to the i:hct that FNB hﬂd ﬂot s

o appomted a lme manag*’ﬁr to champlon the pm’lw

o ‘E 3 The ObJBCtIVES ofthe Report o -

| Thls :report mvestlgates Fxrst Natlona.l Bank’s nut:atwe usmg wensllleenng at: Cres*a branch SR "

hlch theynamed the “branch of the future” project Tn addition, it furmshes some mstght into

y advancement and achievemeats in the mfonnaﬁon techriology area in provxdmg unique "
semce.' to 1t’s customers. Furthermore, it prov:des an overview of the hterature relatmg to -

and an msxght into aspects su:roundmg business process reengmeenng, thereby addmg to our_ L
lmowledge about geengmeenng pro_;eots ' : S

.

. The ob_;ectwes of thls report areto establlsh if'the branch of the ﬁ.xture mitlattve was suecessﬁll . o
- in terms of proﬁt and volume growth and 1dent1fy what the major 1mpacls on the pro_;oct were _-j B '

' -However, t_he pmnary objeotwe of the report is the rlescnptnon of the research component,' R

Whlch was undertaken to answer the research questions
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: .Due to 1he unprecedented naturezofﬂus mmatwe vaﬂnn the South Aﬁ-lcan bankmg mdustry, &
o case study resmoted to ENB’s Cresta branch “This resea.tch was conducte’d mmnly wnthm : e
B FNB 8 Cresta branoh as wcll as Support areas who p!ayed a part m 1mp1ementmg the progeet

: 'T’hese support areas mcluded, but werenot hmxted o o

The Reglonal Head Oﬂice (Gauteng)
Group Orgamsaﬁon and Methods

Strateg:e Planmng

PrennseaD;vtslon, o R o R

£y -

Group Trmm,g

o

1 5. Importance of the Research

South Aﬁuca is undergomg an unprecedented penod of economlc, pohtlcal and soelal change

' Increased eempetmon ﬁ'om globahsatnon is also havmg an mereasmg impact on cOmpetltlon

mthm the South Aﬂ'xeati market. Aoeordmg to John Coombes from the Automated Cleanng

I

1 4 Scope of Qme Researeh R

- Bureau’s (a eentrahsod, eiearing house) ‘aver 200 banko will be operatmg in some capac:ty m
SouthAﬁaeamlggi' o S s

”"I‘his coupled wih the emergence of non traditionl players in the maket (Toyotw’s zero -

- -pereent car ﬁnance optxm\ mgher demands from customers for a better deal ‘a8 we]l asthe

 factthe govemment and trade umd & are staung that the bank’s have "‘had if toa good for too- )
o Icmg” 1s mcreasmg the pressure on banks operatmg wﬂhm Southem Af.nca ' L



It appears that the ywriting is on’the wall and in the noar futare, bank’s in South Africa are~
~ going to: have to prov:lde increased and superior services at ﬂecreased costs, Bank’s wsll need IR
to reaeh new levels: of nroductmty and eﬂimeney in the fuee of mcreasmg slalls shortages, e

| - mcreased eompetmon and customer demands I
| _- Info:matlon techno!egy, iff apphed properly can provxde a solutlen tn tlus problem by |
increasmg produetmty, proﬁtabﬂity and customer ' service.” Conversely, if mformatmn_'

- technology is mapproprxately apphed 1t can become a habﬁnty

N _The researeh is: mportant for other banks or even other eompames who mtend io apply.-_-'

e mfonnatnon techno!ogy and undertake a reengmeenng initiative as 1t ;hlghllghts seme of thefw_' _. _ |

TR major 1s511es aﬁ‘eeted by euch an zmtlatlve and where campames should eeueentrate thelr'
' eiforts A

__ ' .Thls research descnbes how FNB reorgamsed restruetured and x'etramed 2 brauch in order tg . L
 solve an operational and financial problem. I reparts how reengineering can be used to-'}_" o

) substantlally lmprove '3 branch’s performance whlle mcreasmg its attraetweness att sermce ?o-___ | w

L thebank’s chents

N 1 6 Structure of the Report

- This section ﬁmnshes a desenption of the repert layeut by chapter A summary of each'_"-'. '
chapter is prtmded '

o Chapter 1 ofthe report provxdes a bnef desenptzon efthe baukmg mdustry in seuthem Aﬁuca _
"~ as well as some of the problems this mdustry is :Esemg The fundamental research questmn is “
then desenbed The sbjeetwes, seope and ﬁnally the 1mpertance of the researsh 18 prowded

o Chapter 2 deais \mth the hterature survey The eoncepts and majer components of Busmess
Process Reengmeenng a3 well as the 1mpacts of IT on the reengmeermg process are desenbed



Chapter 3 descri'bes :the res&arch methoﬂolesy used °’” ﬂns studya -‘1he reseawh app roach ls

R ) 'dlscussed, and theresearch questmns and hmuatxons are pm},nded

. -.Chapter 5 mtr.fprets the results of the mearch m tetms of the o} Ject:ves and research )

c __questlons fermulatedinthe precedlng chapters | S

5 msm

e L ow IR P

R

TS SRR

- _'Chapter prcwdas 8 dxscussnon nf the. ﬁ,lture m tenns of the hterature rev;ev{,':wld’ the R
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. h order for the researcher to understand the thain aspects that impact on a reengmeenng '_

mmatwe an extensm. literature rav:ew 1s an essanual pmrequxmte for research_ The hteraw,re -
. revsew wﬂl egalmne the established facts in the field of study, and vnll estabhsh the current RN |

R | _ _theones or models whlch have been used by prewous researchers

-5...._

. 2.*1 E#ackg._und

: COmputer technology has mcreasmgly replaced many of the mundane tasks performed by
- -human resouroes, which has resul*ed mthese taslcs bemg done faster, more consnstently and_ '

o : Advanoes in mlcropmcessor technotogy have ma,de the capab;hty ofoompuiw»mom pqwerﬁll and " |
the potentwl of their apphcatons enormous, affecting most areas of the busmess. It has provided

- the Posslbﬂlt)' of using technology to reduce mst& teleage resources and i improve. eﬁimmcy ami -' ' o
o eﬁ'ectwenms Il‘empowers staﬁ‘byprawdmgbetternfomlahon,therebyanomngmmmmﬂ(e._ L

._"__betterdeclmons ' y S : S

Orgamsatmns have been umngIT\strateglcally to. secure gams over competltors Huwe.ver, desplte_' o
. mplmlemmg 1T, the under utxhsahon of information tecbnclogy ise setious prob‘em facmg both o o

| mformatlon systcms and busmss managers (Balms and Treacy 1986)

Adam Sxmth' "Wealth of 'Natmns" descn‘bes the process where mdmduals were prowded with
- specific tasks to nnprove thmughput “This was commonly lnmwn as :ﬁmct:onal silas whxch was

; 1deaIIy surted to productlon type opemnons (Hammer and Champy, 1993)

'Unfortunately, the mam fault made in mlplemmtmg IT ‘was that oorporatmns generally emplayed . :_
technologyto "autamate" manual vertlcal processes ‘which made up the fanctionsl silos, This slmply" |
resulted in meﬁ'ectIVe prooesses being made more eﬁment In additzon, ma.ny T xmtlauvm fmled, X

~ which Johnston and Camco (1988) mmnly attnbute to;



| Semor managements‘ 1gnorance ofmfcrmatlon technology and 1t‘s potehtlal uses,
- -"j.ll' poormmmcatlonsbetweentheISD andtherestoftheorgmusatlon,and |
' : res:stanceto changeﬁ'ommﬂlmthebumn&ss as well asthe ISD | o

More nnportanﬂy, "a Iack qf fom on oppar!amﬁes" is. descnbed by them as ’bemg a major ‘
oonm'butorto I’I"pro_]ect ﬁllure& Tbxs is supported byHammerand Champy (1993) who state ° 8 .

B ”One afihe izardestparts ofreengmeeng lies in recogrmng #ze neli‘f,
wy‘&nﬂliar ch:abiliries nftecfmfe,gy imtead qfit{s'fmﬂimms. L

As e-wdence, one only has to examme the pa%mb ﬁnd ﬂaany examples of mmnoes where the L

- s tru&potenﬂal ofthe passible applncanon ofthe technology was rmssad, among these are:

L gmtlemen" mreoord theirlast\mshes.

. ® - TJ. Watson, the Sovnder of IBM, prorJaJmed that the worldmde demand for data
s prooesmngcomputetswotﬂdbelessthanﬂemachmes, I
Cow ___MmmmedwdwaMOdldnotrecogmse:t'suseasabroadcastmednm ) |
o u IBM,whenappmachedhy}:mxandoﬁeredwsmpyngmchmepatentsmthem1956’5_'_'
'-':medthemdown,and o U o

U m Titially, persanalwmpm«sweremmedastoysbymmn&mnemmpmrmanufacmfm'-

'However, the success ofPC's did not lie i in emmatmg mamframes, but in creatmg an enttre

. new class ofapphcatxons and opporwmtxe&

As the true value of systems are oﬂ:en outslde the user's ﬁ'am of referenoe, beneﬁts are only ﬁJIly |

reahsed when the systems have been in use for somg ’tlme The 1atent, unconscmus need then - |

sudderﬂy becomes ;anglble and ovemhdmmg

s ll '-Edzson, the mventor ofthe phonograph though nt's value was, in that it would enable "dymg Sole



| Thecapabllmes efrrareonlynowbemngundersmad I'I'hasadvaneedsofarthattheehasm S

' between technical capabilities and companies being able to utiise these- under eisting -,
orgamsattonal stnlcmree and operatlons i beoommg umewnglymderand it is now obvlousthat_ e
 companies cannot confinue to operste 45 they always had. Hammer and Champy (1993) nssert that
e whenmplemenhnngT oneﬁhou!dnotask'ﬂawmwemted»w!ogﬂoaﬂawastoemmw - :' ' ._ -
sﬂmlmarmgpmmwﬁmtwemab'ea@domg?”but, "Haw canweuse fecbnolag#toa]lawws

| toenham:ew-smemnlmeormqormwhafwwenotabw@daing?” o

o COmpames are now demaﬁdmg that nﬁ'onnatxon S}'stems beneﬁts on the WLdest ﬁ'ont posmbh N

: mc.ludlng hoth el lkredut:tlcme and 1mproved wstomer semce (Remenyx, 1993), whers the need S
. o re-engineer pmcesse“““’des‘g“thgwa)’mmpm memmméks, thembymalﬂng them:nore. L

- eﬂ‘ectweaswe!lasefﬁmenthasbeoomeanecessuy

- .-'-f_':Although:ttakeshmmsusua]lyvaypmnﬁﬂandnshardwoﬂgﬁeonlymeansﬂwthasprovmto_l_----.' -

: optimise the use IT"is Business Process ‘Engineering (BPR). “To aehteve success, the propenents
st bg comfortable and aware of the capability of technology, and How it can be applied tonot
only optimise gxisting semces, but eagedysearchfor oppﬁrtumtxesthatwerenot a.vmlable pnorto_ |

: theadvent of lT ' -

. BPR allowe one to change busmess processes takmg advmtage of IT as weil as’ allomng -
systeme to be developed talnng busmess reahtxes into account 1t has the potential to radlcally

aﬁ“ect the orgamsa;mn s internal operatlons to. lmprove product dehvery perfonnance tg the .

~customers (Short and Venkatramm 1992) This results in systems that fully support the B
busmess and provxde compames thh a substantlal competltlve edge |

| 2. 2 Busmess Process Engineering

- Busmess process re—engmeenng is the “the ﬁmdamental rethinking and mdical rede.s':gn of ; o
o business processes 10 achieve cbumarw !mprovemenm in critical, cantempomry measures qf -
: perj'omance stch as cost, qualny, semce and spee o (Hammer and Champy, 1993) _
Althnugh thzs statement refers to orgamsatmn and Operatlons, these aspects are pnmanly made _

2



. ] up ofprocesses The fcllomng deﬁnmﬂns have been apphed to the tenn pz‘oces.s m the ccntext "

_of busmess pmcess re—engmeem;g

o & 3 Thc iranmtmn of mput, usmg machm:es, methods, and labmn' to pmduce a prcduct or "
: --prowdeaaemceforacustcxner. S e : T :

1!'. Ij _ E A set ef mterrelated chk athVltles that transforms or blends mput resources te produce

= a product or semce to a customer.

' to heth mtemai and extemai customers by usmg orgamsatlonial resources

Ea

"L__

o LE .Operatmna] prbcesses camed out b,Y ﬁ'cut-hne (i.e lmc) wcrkers in dehvermg semces _ T

. '_"_:_ftcchents

. . 'Maﬁag“"‘Mt SUPPOI‘t (l e, Btaﬂ) prccesses that assmt and enable the front-lme Workers o

w3

"__-'gtcde’lwereheetsemces Loy E s T e U

V c

o | A Process 'Mcdel "

R -E'ech prccese has a ;‘in-iSSJic  or purpcse, and recefyes mputs and dehver cutputs (anure 1)

' (Davenport, 1993) Inputs typlcally fall into two categones rescurces and requirements
| ~ Resources such as ﬁmds, pers:annel mfcnnatxcn, supphes.’matena!s faczlltles, eqmpment and

R

R || A greup ofusmlly sequent:al, loglcaliy related tasks that pmvades products amj serv:ces i

e

_r). L



. .(-\_‘";'

. prodtlcts ﬁ"om other pm(:esses are prmﬁdedﬁby gupphers, and i-eqmr%mmts are pi‘owded by
i .-:-.:customm L A [ N _

- _Outputs mcludo products and services doigvorod o dmstomors Desngn eﬁ‘orts concentrate on‘ :-_ s
- how mputscanmost eﬂécuvelybe oonvefted to outputs | U,

-j-__;HiEh-Iovel busmeSs procisses typncally -cross ﬁmcugnal amd o rgamsauo nal boundanes_ S |

L _Understandmg this. cross-fﬂi‘gmsauona]lﬁmchonaf charactsnsmc of hlgh-level pmcesm s
_ processes controﬂodwrtlnnas;nglg qj;ut or evcnbyasmg!e ma:hager vi thm aumt To whiove SO
o drama’oo performance unprovemexﬁs hOWever 1t s unpo ant to exam:ne the cmss"."-'_.';.i__""-. .‘
_ . .-orgamsat:onal or oross-ﬁmctlonal nﬂturo of the entire ProoeSS. i:ather than llmxﬁng the exercise _ ..
- __-toloolongatthoprooesswthmonoumt(Hamerand&mm 1995) R

:15‘

g

5._

o Extstmg ass"umpﬁons govenﬂng,the orgamsatxon are cha!longed, pavmg the way for the l'adlca] E . .'
- | 'redemgn of,how "the bumoess lB conductod. ’1’1113 usua“y mvolves aﬁmdamental reshapmg Of' .
" business 13rc>f~'t‘.='z~.°.essi orgamsotlonal stmcmre, mformamm technology, and phym cal' |
mﬁ'astmctm*es, and reonentatlon of corporate va]ues and culmre . ' . R

Ro—'ﬂ'e'signi'ﬁg busmoss procoSSes i.s only 'oﬁe component of bhéineos prooéss% feiengineéﬂng An |

orgamsatlon may have the best processes in pface, but w:thout properly tramed and

. empowered employees and supportmg teohnologios, estabhshed goals are likely fo stlll be out S
ofreach Busmess process re-engmoenng must be comprehenswo and focus on:. '

m _ Business processes, mcludmg front-hne operatxonal work ﬂmctlons requxrod to dehver o |

- semco to the consmner, as weli as the management processes requu‘ed to support those .
- ﬁ‘ont—lme ﬁmr'uons, - 3 |

m The logical organisational modei that clearly deﬂnes ihe aocountabxhty ﬁ'mnework and

_commumcauon ﬂows

| - The skﬂls, quahﬁcat:ons, tools and tralmng roqmrod by staﬁ' to conduct the busmess __

procossas, o

These prooesses can be broken down to: Tower level"'_ o 5



‘I‘he physmal
_processes, Sl

, _.-j:___. [ ‘.j_... : .

o o _"I'he technoisgy supportmg the newl,v dBBlgﬂ.Bd busmess processes and -
o LA The pohmes, regulaug‘as\ and!or le,gaslatmn reqmred ts allow ths conduct of the new

H

_Although busmess prosess re-engmeenng is ncw # stsndard and mcreamngty pop ular p m._.:. -
o the busmess lemon, there is slgmﬁcant conflision as to what it encompasses Methodol Ogles S
- which are used 1o improve b“ﬂﬂess I’elformaﬂcs are prowded beiow, but which do fiot in. - - P

y themselves constntute busmess process re~engmeerxng

Pmcess R&-desxgn - L

S :._..%F;\ o

?5&‘0 mﬁny people, Busmess process re-deslgn is synony}‘hous w1th busmess Pmcess re- e o
_ sngmeam;g We ’mew process redesxgn as more llﬁuted in. sc0pe aud Objecﬁve than

S ',

BPR, I’rocess redes:gn exannnes hsw exzstmg processes can be c!mnged 10 obtam_ )

| _' mpmvements in psrformanceuthe fccus is exchxs:vely on busmess processes, and the' o -

ir .

I lmprovements souglsanesnsmﬁcant, but not dramatic, -

For dramat:c chsnges in an orgamsatlon s busmess processes there must be assuclated

chsnges in ths- “suppomng mﬁ'astructure ‘of the orsamsatmn, nmludmg staﬁ""..f _ )

| requir@nents, the orgamsstxons! s’uucture, the technolog:(ial sysbsms, the physical

mfrastructure and. potentlally the pohcxes, regulatlons and/or leglslatlon apphcable to. o
 the orgamsanon Emstmg busmess processqs are not rs-dssngned but ra.ther new' R

processes are deslgned Chan,ge 1s radsca], and results are dramatlc

ll Totsl_Qsaﬁty.Msnsgemest_ '

TQM and busmess Pmcess ra-engmeenng both seek lmPfOVed pmformance, lover

costs, hlgher quallty—but the extent and type of change 1s arnved at m sxgmﬁcantly S



.

s _

<\ dlft'erent MARNZES,. Change usmg TQM approaches rcccurs mcreglentally, m busmess :' o
. process re-engméemng, change is dlsconﬁnuous and xmprOVements are breakﬂltough

" ._ ':.':The pnma:y chent need is also dmﬁ‘erem in TQM and busmess pfocess re-engmeenng' i . _

] ._ _;engagements 'I'he foremost nceds of TQM chents are cultural ahange and ongOmg_" _' |

L pmcess management' husmess process re-e eenng dlents requzre accelerated e

- transfommtxon ofths Way ofdomg bwmess Inbusmess prar:ess re-éngmeenng we lead'-_' o
o B chent groups through tha redesngn exercxse in TQM We coach phents to undertake :-_ [

. _*.Oi’ﬁﬁce Ahtt;hisdﬁ'dnf -

L f:;‘ -
. i]'

o | The E(rolutlon of Change

Oparations S Process R '_ " Business .
' Improvement : - Redesign - . . - Process

- Ob ecnvelé'cost : '.--objacttve is Process S .Objectwexsdramatlc

reduction and i 1mpmv1ng mlprovement S -xmprovements in cos

"."-cust-effectiveness L R quahly,an oycle fi
. Chtmgelsmcremeniaf __ : Exlstmgcross-fuuctlonal R Focusxs_on qustomer

_Exlsﬁngfunchonal : o ' L
pmcesse.sarestreamhned o Lo Ramcﬂchmgemhow

processesamredemgned__ o .needs

‘business i :s condm:tcd

New processes and
. stpporting- mfrastructure
' are des:gne _

F:gurez. TheEvoluuonofchangc ' | o
Scurce KPMGBusiaessteessRe—engmeeungMethodolos? S

o . Most orgamsatlons have attempted oﬁce automatmn (OA) 1o some d egree OA_ | _.
C mvoﬁrés the applmatmn of mformatmn téEchnology to increase staﬂ‘ productmty and - .
. .. _-.unprove staﬁ‘ commumcatmns OA seeks to pmvtde toc!s ta automaie and mlprove_-' R

g .ex;stmg process Busmess process re-engmegnng seeks m Iedemgn the pmcesm and.'_ IR
then des:lgn technology to support those changcs y RS -

o

{{{{{{{



2 2.1, Prerequlsites to a BPR

- There 1s htﬂe doubt that there would he some factcrs present in a:n orgamsatxon that couId be | o
o conducnve to BPR eﬁ‘orts, wlnle others mlght present stumblmg blocks Davenport (1993) '_ o
asserts that certam elements must be present in the orgamsatlonal stmcture and managemeot "

C systems to facﬂrtateBPR, namely

: . | Capab:llty for process thmkmg (cross—ﬁmctlonal analytlcal abllmes)
nClanty ofbusmesswmonanddlrecﬁon o
| : L : -_ _Smtablhty ofcurrent orgamsation struetures (ncn ngld h:erarchy)
: _' .' - ':.Re]evance ofperﬂbrmance measures and reward systems,
Cow | Knowledge ofse};sm\ntyto cuetomerneeds, _ o )

- E l! " _Level of employee mvolvement and empowennent, and

N T Abﬂlty ofmfonnauon technology to dther quahty producte and semces m a emely :

BPR usually mvolves a ﬂmdamental analysxs of the crgamsatlon and a reliesngn cf.'

.' orgamsanonal stmctures _|ob deﬁmnons, reward structures, wcrk flows, control proeesses and

somet:mes a reeva]uatlon of the orga.msanonal oulture and phllosophy (Belmonie a.nd Murray,.' o

D

2 2 2. Strateglc A!lgnment

. Ahgnment between stmtegles and Icey busmess components such as people technology and o
| processes is essential to carry out ‘business strategies (x ercarc,, 1993). Strategle reengmeermg o S
has been descnbed as desrgmng the orgamsatxon to compete, w:th the realxsatlort that every
' busmess process in an organisation must serve the strategy of the orgamsatlon, and Met the'- x

_ | ultlmaie goal was to compote eﬁ'ectlvely in the marketplace (Pratt, 1992)



- | By ma]ong strategy an mtegral pazt ofthe BPR procesx several strategxe mtxanves have to be'

" undertaken to better understaoﬁ tho company's mog ,kets, oompetltors and thmgs that make the K o

. 'orgamsahon a success (Schmtt, 1993)

-

223 BPRijectScope R

'- _Scopmg the BPR project (Le dramng boundarles and targetmg the prooesees o be"‘ _ o
__-_"redemgned)asakeyappﬁcatwn tssuemBPR eﬁ'orts Some amhors beheveahollstlo approach'_..-
 should be taken, They drgue that although eﬁolency and eﬁ'ectweness aré 1mportant.,- EIS o

ob_leotwes bumness network redesxgn (reooncepmahsmg the role- of the ﬁrm and its key-'

._ i ._ _'busmoss processes m the larger busmess network) is of groater strategzo importance. Ttisthus =
lmportant to fitst, aruculate ‘the lacger busmess network that. contains the eritical busmessz"_

o pi:mosses and then adopt a more hohst:c approach to BPR (ohorf and Venkatraman, 1992),_

_ (Hammer am:l Champy, 1993)

_ Others say that the project soope deﬁmtlon 1s doclded by the objeotwe oftho BPR effott Ifthe e

_ g oh_]ectwe ig moremental unprovement, 1t is sufﬁcleni to Work with narrowly deﬁned busmess_
. proeesses as the nsk of failure is relatively- low Wllen the objective is radlcal process chauge,' )
a process to be reeugmeered had to be defined as broad. y 88 possible (Davenport, 1993)

2.2.4. Busmess Process Iden;ut'oatlon IR :c;‘l"',j- o

" Before processés can be redesxgned, emstmg business procooses have 0 be documented and
_undemtood (Kettmger et a] 1993). There is, however, no w1de1y accepted method for -
: determmmg'the processes manorgamsat;on '

Certmn pnmaxy actwmes in a busmess (mbound loglstxcs operatlons outbound loglst:os,_

marketmg and sales and setvice) which, with secondary activities (ﬁrm mﬁ*astruoture, human_ ) o

- resources mauagement procurement and technology development) can be combmed into a“ :
value oham sqlim {?ﬁtter 1985) The value oham epproach can help in 1dent1f5nng core
| processestobe i el




| I-Iowever Hammer and Champy (1993) pemt te the follewmg symptems 10 be looked at,
when chccsmg busmess processes to reengmeer

- LI Extenswe mfonnauon exchange, dsta redundancy and re keymg could suggest arbitrary
- _.ﬁ'agmentancn ef 8 natural prccess | :

. .Inventcry, huﬁ‘ers and other assets system s!ack to cope w1th uncertamty
. | Ahlgh ratlc ef contrcl to value added due to ﬁ'agmentatlm

B Rework and Jteranon due to madequate feedback a]ong chams

: sccpmg the area ot‘ any mtegrated system- (especlally a busmess system that mmpnses many'_ . .. _—

:_zntegrated systems) to be changed is always problemauc Scepe determmatlon should he_ o
'-_dnvenby the ebjectlvcs of the BPR eﬂ‘ort | N | o

2 2.5. Aspect‘s of @ BPR Project .

.As wnh any orgmusatzenal ehange untlatlve, eﬁ‘eeuve management of the change process is
cnncal for success, BPR asan orgamsanon change mmatnre must address several lcey 1ssues " |

| 2.2.5 1. Management C‘ommltment

As BPR 18 a.pphed in an orgamsatxcnal settmg, there are ez‘gamsaﬁonal elements that prcv:dcs |
. both oppcrtumtles and threats to BPR eﬁ:'orts An understandmg of the mteractmn of the BPR -
_p_rocess with _t}le_ae sents and support from management will aSSlSt wnth executmg BPR o
niore eﬁect'ivelyL. ' o BN

”'A prereqmslte to a sucﬁessful BPR program would be senior corporate management's total -
comtnitment te the: programme (Frexscr 1992); (Davenport 1993) and (Hammer and Champy,'

199’3) The uneertaumes ‘many executives have about BPR and its benefits to the crgamsatmn o

' _must be addressed at an early stage. Sustaumed management commdment is an unpcrtant
prerequlte fcr the success of any orgamsatxonal change effort. It mght be more so- w1th BPR, .
due to the dramatie ehange in work hablts that are being caused ' ' |

_ 19 .



‘ﬂbtaumng canmutment ﬁ-om semow mauagemént for crgamsatlonal change is. best au}ueved ’by o

developmg mdmgement’s understandmg of the beneﬁts and potent:al lmpact of the BPR -
eﬁt)rt In addrtion, they should be mcludad m declswn makmg and agre,emg the plan ofactmu L
(Da‘"s: 1993) {Hammerand Champy, 1993) . IR

. 22.5.2 ThtuPR Yeam . o b el

'y

R A BPR 1mt1atwe isa Ialge and cemplem: undsrtalung and it 13 crumal to ensre that the right - -

L rmx czslull& aapabxhnes and. work envnonment exis, A reengmeermg team cm bl‘ deﬁhed as SR

- {l ag?‘oup af Jmiwuﬁ:ais deeﬁcaied fo ?he reengmeenng ofa pm-zxcular praceS-Sl wim d,qg lgse _ | ” _. y
theexm&ngpmcessmdowrsee its redesz,gn and imp,ememaﬂp#, (G’ul dén an d Reck, 19923 S

| ot There 15 a genﬂral behef that the reengmeenng team must be mage up ofthosva who work with-
the pxocessea Wxthm the orgamsatlon (insxders) as well as obJectwe resources skllled in BPR.':.:_'_:._ i
- techniqués extemal to the orgamssmon (outsu%ers) (Davenport, 1993), (Hammer and Champy, . :
1993) To chj}nge 8 pmcess, 3 reengineermg tgam wdl nead a dlsrupiwe elem ent ﬂw S
_' ﬂuts1ders. Ve T A
L n | Insxders t:an be deﬁned 28 people worlung ms:de the pmcess undergomg rei.,ngmegnng o o
' They coma ﬁ'om the various f'unctlons mvalved in the procws Inﬁders, by ;hemselves
howwer, mcapable of naengmeenng a process Their mdw;dual perspect[veg may Be
EOO narmw conﬁned to Juat one part of the process, Further msnders can hold i self
mterest u; the exlstmg process and the orgamsatlon des:gned to support :t. -

L Outmdern do not work its the pracess that i undergomg reengmeenng, 80 they bnng 3
high level of objectivity and 2 dxﬁ‘erent pempectxve to the team (I-Iammer and Champy,
1993) T |

In addltlcm, staff engaged in BP]{ prOJects would require parhcular competencnes, sush as '
teamwork skills, business skﬂls and famﬂlanty with process modellmg and smmlatmn, The
- reengineering feam L S tobesble to model and redesign bus;_ness processes, simulate n_ew .



- Ways of workmg and dlsplay protetypes that iead to the develogment ef proeess suppurt 8 IR

o applxcatlons (Cash and Woolﬁe, 199).

- .

2.2, 6 change Management

N

o _The enery eonnm&nent, resources and the expected beneﬁts ﬁ'om a change eﬁ'ort valy with e

g 'the sea]e efehange Ona way to look at the size of the change eﬁ'ort is whether the change .
o representa o paradlgm shift or - an mcremental change Implementmg 8- Justamam S

__ - manufactunng proeess representsaparadngmsh:ﬂ,whereas adding anew computer-controﬂed"
e maclune tool into an ass:embly Tine operatlon represetits mcremental change Iapanese_
"-'_eompames have demonsh'ated “large cumulatwe beneﬁts from mcremental change, but .
incremental- ehange ocan pmv:de enly margmal beneﬁts A radtcally transfunn process xs'_'_
'-requ.md, wlueh canthen aeimpmvedmcrementally (I-Iammer, 1990) o g S

'Slqlled management ofthe dramatxc change that an orgamsatxon undergoes thh busmess .
. procesa re-engmeanng is cntlcal to wccess Change management must start at the begmnmg T
o ofthe engagf:ment and be carned through each dnnensmn of the methedelogy o

" The cha]lenge isto apply the appropnate change management techmques that meef the chent’ -
' specn:ﬁc reqmrements throughout the prolect Imtlally, it may be useﬁa to deﬁne the chen't s -

o .ChanSe moves an orgamsatmn from an old state ofethbmxm f0 a HEW °ﬂ° Th“S from ‘hﬁ' : |
— changﬁ- managers neéd to understand how all the orgamsatlonal e&ements must. o

- change and v}hat achons and resourcea wﬂl bnng them back into equilibnum

requlrements in terms ofhow change is to be iniroduced i into the orgamsatlon, and the exxam e

of change the orgamsatlon needs and is ready to undeﬂake

= - Dei&rmme how changewll be mtroduced The approach and teclnuques used fo manage _
o change will be largely mﬂuenced by the way in which s ‘nior management wishes to.
| mtroduce change in the orgamsatlon. A parhexpaﬁve or collaborative approach will - ': )
- actlvely solicit the vxews and 1deas of employees* a coercive or dlrectlve mtroductlon of -
| change la:ge[y hmlts staﬁ‘ mput m’m the change eﬁ'ort Our role is to gmde an" advise . =

\.



o semur management as to the approach that can best ensm'e suc¢eSsﬁ11 mplementatlon of‘ L
the re-engmeenng - | o

=

u Idemiﬂy change spdﬁsefs;-n*is‘ important to identify the key change sponsots for the re-

o -Bngmeenng eﬁ‘ort, and assess their ak:llls and motivations. The prm;;ary objective of this . _
step is to gam 8 ‘better understandmg of the orgamsahon $ pohtmal dynatmcs that are, T

- ﬁkely to nave a mgmﬁcant impact on the re-engmeenng prujeut Idetm{ymg prgwuus._
- barriefs to sucoessﬁxl 1mplementat10n of change is also 1mportant Chauge management

'.;_‘_'_ﬂmgnoshc tools can be used Yo assist. in the 1dent1ﬁcatmn and evaluat:cm of ¥ wa,nt"._' o

i

0 Assess the orgamsatxon 5 readmess for change Intemews aud focus group sessiohs are
used to deterﬂune the orgamsatlon s waumess for change These discussluus Lk mclude .

- - key sponsom, advocates and change agents ! well a8 u,,.eratlonal and admimstrative* '

staff and managers Identzfymg and pnontis. sources of reswtance ﬁ'om thase |

"""'-mdmduals who must actua]ly change is done. at thls stage. Ws also determmé the

=potentml for resxstarce. dunng nnplementatzon ﬁom current \-'alues,t .shavmurs ancl_ o

- “unwmtenmles" mtbe orgamsatlon sculture R

D . - .
ke . . _J-.’ .
A - o

= Determme appmpnate change management approaeh Based ‘on the mformanon B _

' gathered a change management bluepnnt is developed to gulde the orgamsation through -
the pro;ect and to ensure successful xrnplementauun uprn project completton The
_objecttve is to develop and apply practical strategIes and tactics to drive the change - |

} through the orgamsaﬁon while building commitment, This plan will undergo regular-'_
 review and ad)ugtments through the life of the project. Change management specmhsts |
~are requu'ed it (he early stage of ‘the r&engmeenng effort, and w:ll contmue momtonng __ :

| 'and guidmg the orgamsat:on in all subsequent dunensnons -

Clearly, the beneﬁts aud the energy. reqmred for 2 paradigm change are substantnally lugher
| than for u:cremmtal change | |



2 2.6. 1. Appmaches to BPR -

Although there are dlﬁ‘erences on. the mct phases of‘ a BPR 1mt1atave, many authors have
-prov;ded a8 ﬁamework, the researcher has. taken what he conmders lnghhghts of these and
provlded them in Table 2.

underslnndmge;nshngpmcesses S .desig:ﬁngpm'cessesthrhush? :'_..'_:'.ealmtlatmg costs ofredmdancy ﬂ“d:. S
des:gnmgmdpmtotypmgthemw mrgamsmg __m?esugm : ways of_ redumg': :
T T [ memwe e newlyoonﬁgured tedeslgu trmsachon mmwgement.

Tabiez.Aeompadmomm appmaches o

Based on the suggested approaches, a generic pro;ect life cycle for the execlmon o

of BPR e&'orts could be deﬁned as Gonsmtmg of the following phases. B
Setting business goals -+ . | |

:.Understandmgthecurrentbusmessmocess IR e
Measurethecurrentprocess | R

. Identlﬁ,r process problems and improvement opportumtxes

Re-deszgnthemrrentpmcess o e

Implement the new proaess |
Monitor the implemented profjess. -

i

v 3



2. 3 The Influence ef Informat:on Technolegy on a BPR mitlatwe IR

A.mxs'mglhe en‘emtawh:ckt}wzrcmpams campeﬂtme mmnmem' mfgm contam o |

oppmﬂmzaes to gmn ade:tages from more pro darme use. Qf infmzaf:on o __ REE

fecfwwlogy " Iohnston and Camco (1988)

- MIT 8 Management in the 19905 pmgram concluded that the heneﬁts ofIT are not bemg o

o _reahsed becau% mvestment is heavily bxased toward technology and not toward managmg
. .chaﬂges in process and orgamsatlonal stmcture and cultm'e (Benjamm and Iewnson, 1993)

N ’I'he cost of mformatlon technology has been droppmé steadlly since the 19605, cncouragmg : o

| " enonnous mvestmem,s in IT apphcanons which in turn mmulate mcreasmgly complex _
: 'argamsatlonal change. It is antlclpated that technology cost—performaqre nnprovements will j. - B

__contmuete dnve ever-laxga cbange processes for at leasttherest of the decade (Benjauun and _
Blunt, 1992) But these I'I‘-enabled change processes Managers need to know how to .

mtegrate the technology, business processes, and. Ot‘galusatxon, m O“der fo achleve the goals
they Eaxpect w;ththetechnology; . - i o

_-'“Infarmarzan pmcessmg is one qf the most ﬁmdamemal cmd zmpartant R
acnvmes qf mamgemem. In Jact, it is hard to ;mgme mwragemem S |

| performmgtasksmch as pla:m:ng aantrollmg and deczsmn making mthauf 3

" some. farm qf fnfamaﬂon processing aatw:ty The need 0 pracess |
' infomaﬂan becomes more acute as the busiriess ermramem changes atan. :
acce!emtingrate - Hirschhelm (1983)

e

All activities have' an iﬂfoméﬁon'prbcessing cdmp‘onént as ﬁr'ell asa physik:al aspéct, For niost. B

| of mdustnal histoxy, technologlcal progress focused on unprovmg the physxcal actmtles of

| what humnesses do, Now the pace of technological change has reversed and information
 activities are . advancmg faster than technologles for physlcal processing (Sprague and.' .
MeNurln, 1986) R



IT oty encompussal o i cmation i s st e s adin &
- has g wide' spectrum of increasingly convergent and linked technelogtes that  process the_' o

mfomauon(Portersndmna: 1985) ']finslssupportedbyBrown(1992)wherehestates. __ ST

"Infb?mtion rechnology as a dm’inct categary af procﬁwt.s w:!l beeome o
invisible. It wrl! ﬁssalve mro the work ztself" R

o Compames who prﬁpare for the power of mfonnatmn systems in thetr r:ompetltlve Iwes wxll
o _eontrol future events, whereas those who 1gnore the trends will be forced to accept the' |

changes that others mmate and will aceordmgly ﬁnd themselves ata competltxve ﬂtsadvamage

_Hammer (1990) asserts that one can “use ths pomer of madem fnformatian fechnolagr ia_': _
raaﬁcal!y deszgn bumess processes in order ta ac}ueve dramatrc mprommem Jn'_ _

- on ex:lstmg IT invastments ﬁ‘nothmg changes about the way work i is done and the role of IT :

ice.” Howe\rer, others wew :BPR ss a prerequ:slte step towards llnprovmg retums e

© is simply to autonlate an exlstmg process, eeonomlo beneﬁts are llkely to be small (J ohnson et

| _ai 1995),

| f While mformatlon technology oould enable neW and nnproved busmess processes, exxstmg |

o systemet could also oonstrmn BPR 1nit1at1ves Very oﬁen the system deﬁnes the way thmgs -

were: done in the orgamsatlon Systems might also lnnit the eompany’s Ereedom o act, BPR | |

efforts could thus require reengmeenng of existing software systems to be suoccssﬁ:l (Grant,-- :
| 1993) Thlswew is by Hackett (1990) vihen he pomted out,’ i

‘Mng' 'ﬁfgh-power'ed asmsaa. to an absaler;e opem:ﬁmg_; ewiromment -~

 dangerously institutionalises inefficient and ineffective operatiﬁgprocedafes, o
~ making it dzﬂiculf 7 stremnline and updafe apemlzon and o0 aoh:eve S
apﬁmaf pqyoﬁ' ﬁ'om technalagy mvesfments. ' '



To sueceed in tlns enwronment 3 combmstlon of teehnology and management vxs:ons are
requn'ed Tho need for such a W1de, nmltl-ﬂlsclphnsry vmxon is supported b; I’lawdow and
o Malone (1992) when ﬂley smd ' '

. ,‘ﬁn rhe Injbmaﬁon Ecanomy] tfrere is dmge,. m bel: emg that ;. = EER
rechnologzcal supremacy is enough to revita]zse amz’ keep ‘our aozpomom '_ :
cm;:etdwe mejoumey fo this rew W&wtnal paradrgm requfres more rhan e

) - }ust engmeermg I’t wzll ohatlenge usto re—t}:mk the role ofevezy office, every every oo
s : Iabﬂrm’y and every factory warks'taﬁon in the campany I?z:s rechnolqg;w}_._- : .
'innovarmn alone cannot save us wIn every case, rechnalogy wz!l be_.".":': _'

o : suboniimfe ra, not a substirute fon a camp!ete mzderstam&ng of rke mar,%et '
andbu.s’mess o - : S

' 2 3 1. Enabling Technologxes

| Cert?’,l mformation technologles have smerged recently that BTG bemg vnewed as powerﬁxl "

. _enablers of‘ BPR eﬂ‘orts Workﬂow soﬁware could: change the strueture of a buSmess by | |
o facllltatmg BPR and workgroup computing Besxdes automating routine tasks workﬂewi-'_'__ :
R apphcatlons are among the few developm,g technolog:es that promised to Ieverage the huge -

o mvestment orgamsatlons have made to develop networlong mﬁ-astructures (Bums, 1993) ]

) Another technology, document lmagmg, s a]so seen as a potentlal enabler for the_

: ~ reengineering of paper based busmess processes, Doeument imaging teehnology is . o

convenient way to store and retneve business documents in d:g:tal form, This. technology. e "
- could also act. as ‘a catalyst, model ‘and means for reengmeenng the ﬂow of a company’s R
routine business. operations. Scannmg ‘documents Jmages free the docurment from ths o

constramts of paper based ﬁlmg and retneval systems (McDone]l and Someml!e, 1991)
- Mmy el'ai‘:hs' have besnimade 'a’b’ost' the potmtfal of new infonnaﬁoh techﬁologies to enable |

N BPR. Whlle technology could, enable a drastic nnprovement m bumness processes, it is merely o
~one of the many enablers of tew, unproved processes ' o



2 3 2 Informatnon Systems Management

o Ownersblp and oustodlanshlp of the BPR procass m the oompany are 1mportant msuos that : o

.....

glven BPR' close resemblance thh mfounanon systems development actmtnas such as_ -

- analysns anddemgn, IS managementplayakeyrolemBPReﬁ'orts : C

o Whether the IS ﬁmot:on possosses the requlred competencles and slolls to plaY a Slgalﬂm' ;. | o
E | role in BPR eﬂ'orts remams to be seen, Kettmger et al, (1993) beheve that thie IS ﬁmctlon'-_' o o
o misht need to redeSlgn its ovn internal prooesses ghead of the busmess They suggest that, st
L e mxmmum, the s group could pmmde a teohnology mﬁrastructurs capable, of s“ppomng__ .. -
o more l:ughly mtegrated and mterdepﬂndent business pmcesses | | | o

o The apPhcauon of mfomlailon tochnology, whether n'adxttona! mformauen S}‘Stems or ‘“"W"" PR

: '_ _ also overconung some constramts oﬁ'ered by exlstmg I'I mvesimems

B 2 3.3. lmpact of IT on the Organ:satnon

"I‘o ta]ce ﬁxll advantage of IT there is now revoiutlonary changes in skdls Jobs and |
| :orgamsatlonal control processes w:thm orgamsatxons (Zuboﬁ’, 1988) In the ‘mfonnatod’ R
o orgamsatmn, workers have access to all the information necessary to perfonn thelr jobs and DR
 they are ompowered o' perform ‘tasks prev:ously Jone by supervisors. The datgbase is an h ’
- equa]xsmg source: of knowledge for all parties, Workers must be educated  to make. good' S
' domsxons and are reslulled to see work processes through computer models, Exeouuves must '
. shift there onentaxlon from controllmg others, to provndmg councxl Intermodlaxy managors

| havo to be retramed or’ elmnnated from the orgamsatlon Managenal resnstance bullds up as

E power bases are disturbed or reduced, which tends to undemune the change effort gains are

seldom ﬁllly reahsed

'Infonnaﬁon_ sﬁﬁs from manogal'S_ and oﬁ:ocutives to dat'abas@.' Power shifts with it. Sfﬂiﬂorly,
. expert systems convert knowledge from professionals, who bave worked all their lives to -



S
A '»'

| :Obtam lf, mto dxgltaI fdrsi'n It 1& understandable {hen that these shlfts in kncvsﬂedge and power

LWy

ﬂ'azbgzoml ﬁmrmal ms'frtutmm are begrmmg fo sense the rhrmt Many :

a : | One of the major mms of reengmeenng eﬂ’:'orts ls to reduce the cycle tlme for processqs crmcal. o _- e
_ . to the orgamsahon The changes in tec]mology, procega and Qrgmsaum mles necessary to-- o
| o achleve eﬁimency often cause orgamsatlanaltensmns as people used to perfomnng in me o;a.f o
- | mode res:st the mcreased pace The potentlally large savmgs ﬁ-om reduced process cycle tnnes : . : g
. ) must be balanced mth the amount ‘of eneggy and aftentmn reqmred to dea! wrth the - -
. orgamsaﬁonal msues (Harnmer and Cham;;y, 1993) : o

__ "IT Was ﬁrst apphed to physxcai productaon and then 'to mrtt;al production, such as loan o
B . 'evaluatlon and engmeemg des:gn. Thls replaces the oId slow and meﬁicnent process where .
T dec.lmons were made at the apex of the orgmusatlon for the large number of products. Themew .
o ‘process results ina dramatzc reduotzon in tame, mcreased accuracy and mproved semce levels' R L
o _.'fcrcustomerdelwery ' ' o '

harve strugg!ed 1 adqpr delzvery .systems that are. dﬂicu!t _far both"_':_”_ o
- ."_.rhemelves and customers o access; 10 tran.sfom costly. and cumbemome T R
- business pracesses. andiamcrease ﬁ:ezr limited resaurcesmdreach more_ S

- _cusfamers fhmugh alliances Johnsonetal (1995)

_ . | Thts is refetred to as ‘MddleRaad" or "Pamclpattve Makeovers" where both the best resources
'_ : areuaed to deﬁne wpdm (semces) and bottom up (processes) requlrements (Davenpgrg’ '_ v
__1995) S :

- _: Chaﬂge Sometﬂnes flﬂs tO be pmfonned mcrementally, not revoluuonary(Hanuner and Champy T
o _1993) Neverﬂtelesswhwe possible, processes should be amended oft how the workxs done, and
not howthe orgamsatlonwas stmctured (I-Iammer and Stanton, 1995) ' _



| 2.4. CanIusion

y _' Thcabo\te prowdesanovemew of theaspeets most desmbed-mlite:auu'ethatshmﬂdbe
' _.";'_mnmdmdwhenimdeﬂﬂqngamneenngﬁﬁﬁaﬁve, w:tluss:ues asdxverseas strategxc

_;_.- :lofmformatmn technoldgy son the success of A reengmeenng mtlatzve

- -theresearch

N
e
. )

Usmgtha hteratureremewasabese. Chapteri?o vnllpromdethemethodologyusedmpexfonmng \ 0 S

- ligament, project scope and changs management playing a5 an important f°’° asthe mﬂ“"““"




3 aesrchMethdlgv o

:'ik._

| 'Bessdes the Ilterature revmw mentloned in Chapter 2 thls sechon prov1des the methodology -

| "used in the research ¥ provides the approach, method of collectmg dai:a, the researeh"' o
o quest:ons and potenﬁal hm:tatmnstothe research. | &

The research conducted was- ef an. exploratory and descnptwe nature on a very recent’

_ | o phenomenon in Sonth Aﬁ'lca. The ‘stady therefore precluded the colleetmn anc[ analysns of data'
 statistically. Rather the purpose was to define BPR epphcatmn issues, 885888 pessnble feasons

o '."for problemé bemg expeneneed and obtain genenc selutlen suggestlons Based on the_-:_'_ L

_ E | .hferam:'e rewew ofBPR expenences mtematxonally, propos:tmns of 3 quahtatlve nature were_ o
_'fonnulated a.ndthenexanuned o o | o :

- In addltton, the author ‘was mvolved in the project :ﬁ'om an mtemai audlt perspect:ve, wlnch_ '

: -alIQWed a good mmght mto the prq;ect as well as mone non tangible issues surreundmg the_:" o |

. pro_]eet S ..---.\it, .

. To ensure an acceptable IeVel of vahdlty, the llterature rewew was used to consohdate and:_" R

- integrate ideas presented by a vanety of authers that ceuld be app'bed to FNB 8 reengmmmg' SR

: mltlatlveatCresta
o 3-'2-. D*a‘ta -Colleetion |

A malled que !tmnnaxre was consxdered mappropnate for the mtended research, as it would be -

Sy .

difficult to select an appropﬂately expenenced sample, mor an mdlcatlon of the relatlve -

- knowledge pes__sess_ed hy_ sueh a person. Problems of nnsmterpreta;:on of qnestmns conild also |
~ arise from this medium since this research is highly -eﬁq:il_orat_o;y. It was therefore decided to
~ conduct in depth personal interviews with key people who were involved in the BPR projects.



Faémal"dafa about BPRactmtles as well as oplmons t‘elated ta BPR. szues were requlred To

".-..

: obtam the requ:red information, zt was ﬂac:ded to hold mtemews w:th persons. wha possessed

- detanled knowiedge ofthe BJ?R eﬁ'ort and at the sare time had 1 respons:bﬁxty for the SUCCEEs
_-oftheBPReﬁ‘ort ‘This resaarchwas cunducted mmnlymtlunENB 8 Crestabranchas well a8 S
support areas whe played a part in nnplemeuting the: project.. Tabie 3 prov;des the areas e

. mtemewad, jts’. responsibﬂlty and the numbers ofpersonnel ﬁ'dm those areas questioneu.

.'_'l anct

__:mplemmmenglneeredptmem

_sn'ateslc duecuon

| project | mtoFNB soveran systems priorities

Implementmg technology to support the pro_yect

Ensunng appropriste.controls were prmuded

Tablo 3. Ateas Interviewed

1 wellasthenmvproeessesandtechnology

3:,3. _R_e_ggérch _'Questio_ns :

-

To meet the Gh_]eCtlves, ofthe reporl:, namexy to asuertam 1fthe Branch of the Future mitxatlve
 was auccessﬁll in terms of proﬁt and volume growth, and xdent:fy what tlm major ilnpacts on

_ the pro_;ect were, the follomng questmns are posed

| Qiiésﬁoﬂ 1:

f‘.Wa&fhe'_?‘eéngineérmg of the Cresta brm;'c}ir-a"suc&m_in Financial Terms?"

A o AR DL oy

| vitimatety respombls‘forthc pmﬁtabﬂﬂy oftholl |

Tm. con_lunchon wmh the ‘RHL, demgn and_:

mﬂ chmmwm&

.-Refurbxshbrandilmcatetforredeslgnedpmcesses o

Providing training on- Raenguwenng cnmepts as ||

'{ Bosuring that the . project ﬁtted into FNBs



_Questi:on 2 f‘%ot aspeeroipére parmm in ensuring the .s-ueoe.'s;s of the pqueci_'? » S
Question 3:  “Cauld the branch of the future initiative be easily replicated?”
Queston 4:7. .J-’_:;z'a_‘iéas:‘iie fma: oflry‘ohnaifoh' Teakmezogp. on :heprefec:z“"- e

o Questlon 5:; ' ‘Wihar was the rmpaat af rhe reengmeermg eﬁ'art an stcm‘? o

B _ '_ 3.4. Limltatlons of the Research

_The ablhty 10 generahse the ﬁndmgs of this studj?”:ﬁ“oonmonnsed by the fact that the research. e |

o '_:_was lmuted to a case study of one branch thlnn the FNB group In addmon, due to the nature S

| of xho study, the foﬂomng weaknesses were ﬁzrther enwsaged

R = 'R.ls a broed topne oovermg many aspects that caninot be ﬁxlly exaxmned m 8 study of '
_ the hmited msmber ofBPR pro_[ects mmated so far We;uld restnot the number of in depth. '_ .'
- - mtemewsthet oould be undertaken, and . ) ' |

. Iﬁ  that the study focused only on the South African banlcmg sector .

' Another hm:tatlon was the fact that the author was e:nployed by FNB and was mvolved in the T
o project at the dme. T!us oould result i it two problems, namely : :

l - that mformatlon whnoh was readnly shared by FNB staﬁ‘ to. “a compatnot” may not be
. prowded toan mdependent researeher* and

L. : _. although the researeher has attempted to be as objectwe as possnble due to lnm bemg
- _eﬁiployed by F l"NB unintentional bias may be eonveyed in this report

. .Although the above hrmtatlons have to be taleen into conmderatlon, 11: was pOSSIble to make
: oompansom with other well documented smdles -



.

| 4Presentatlon of E\‘adence .

o 'AsmenhonedmChapterg acasestudy ofFNB sreengmeenngeﬁ‘ort at thear Cresta brangh,
"aswellasthereasonsforthmmxﬁah‘veareprowdedmﬂussecuon - :

4.1 Backg_round

o 'I‘here were a number uf mportaut dnvers behmd the. nee:! for change in FNB From the above .

_ descnpt:on of banlung in South Aﬁzca it Was apparent that there was substantlal romn for’%

. :_- unprovement in productmty and customer servxce The branch of the future or Bankmg 2000 -

| caneept is the product of two i untiat:ves whleh were st in motmn b;r Mr Wmlhe Wﬂlers am:i Mr
' 'Mkelamsatthestartofthe 19908 S S : e - ¥

: ._ In- 1990 the General Manager of the then Central Transvaal reglon Was promoted and wag
\. replac.ed by Wilhe Willers 2 younger, progresswe man ‘who held a Masters degree ohtmned
" from the Witwatersrand Graduate School of Business. Willers who had joined the bank as a
B young man had gamed experience in many dxﬁ'erent ﬁmctlons and departments in the bankmg
enwmnment prewous to thxs appomtment he had heen the assnstant general manager of

- corporate bankmg i

. .nnmedlately set about to create a novel msmn of future banlqng whlch he commumcated
. throughout hxs reglon However, for him to make the organisation change—ready, he aslged hig

: management the quesuon ~What, and who,. is this bu.s'iness really far? (Champy 1995). Wjﬂers

demanded that they were to prowde opnmal customer service in the most cost. ecﬁ’eetlve

'manner '

. Willers’ time frame for these changes in his rogion.was five years, He began by setting a

namber of management develrapment initiatives in motion w achxeve the branch of the future

vision Apart from the reengmeenng and mfonnat:on technoioﬁy aspects, the most unportant .

mtlatlves were



. B I-Iavmg closely analysed the slmatmn, he came te the eonclus:en that the ‘branehes which were.--"
managed by mdmduals ‘who were aefnevement enentated and whu shewed aptitude for |
I leadershlp, wel:e retelmng their staﬂ' whlle the others were lesmg them. Wlllers realised tliat an-
- '-'unsueeessﬁﬁ reenginesting effort can often be retraced to managers who faxled to change .
o (Whrte, 1996) Thzs sentxment 15 eeheed by Chatnpy (1995) whe reports | S

4 1,1 Leadership Focus

'_ . One of "hﬂ m‘gent Pl‘irbleme whlch Wi!lele ﬂleed was an unaceeptable level ef sta&‘ wmover |
L BY 1990 the then Central Trazisvaal regmn, which employed 3001 staff, was expenencmg a
- phenemenal staff turnover of up to 1 in 3 in some extreme cases To Willers. this was a major- )

- | plk..:;l:)lem as ins Tegion was. losmg expeneneed bankers and by and ia:ge the staff lest were.__...:_. e
bﬂng "eplaeed w1th reletme new eomemto thebankmgmdustry .

“Ifmanagemeni doe.m't clenge, reengmeering w:ll be sfopped in zt stracks'” SR

{, : .

| ‘To eounteract tlus, Wiilers focused on. a programme ef leaderslup development for c
o management in hls reglon This wa:; ettamed through a senes ef Worksheps to engender t‘he_ - -
o concept ef 2 wmnmg mmdaet (Bal! &'* Asbury, 1990) ameng hns branch management

4-.1.2. Sales Focus _. _ ':.

: As busmess success is usually achu.wed through the attamment of more revenue Wlllers _'

' emphamsed the need fer a better levek of sellmg skills in the regmn This was nnpressed on the

4-.1.3. Urgency; : .

region through a series of workshops imd extenswe communication to attain a quantum leap in
_ sales, therefore- attemmg the mﬁ'astructure 8 “critical mass" 'I'h;s 1mt1atwe supported the _
| 'eb_lectwe efmcreased revenye and prm[itab:lity . T -

L

| 'Te emphas:se the 1mportance ef ﬂxese progrnmmes lelers made sure hls mmetwes were_; S

a pereewed as being tirgent, He Pers““““? Stressed to his management the need to bmld this =~

: attltude mte all aspects of evelyeee 8 Jebs, he hae eemed the phrase “energ:sed“ wh:ch xs'
follewed througheut the: regnon. I o .

ER



4 1.4, Reorganising the Tradntional Branch

) Pnor to lelers arnval as General manager a typlcal tradmonai branch in the Gauteng regm' -
. -Ihﬂd “°Ven or ﬁght hierarohical fevels of stalf, Willers was aware that this structure often =

. -detracted the staff from the chent focus which he felt 'was essentlal to the ﬁmctxon ofthe
_ branch of the future project. As a consequence be mtroduced a new approach of branch -
. orgamsation which he refers toas the value cham model. Branch orgamsauon before. and after | SR

' these changes are shown in anure 3.

L BRANCH' oﬁt;ANISAmN BEFORE AND AFTER THESE CHANGES

. '--.-\'

T,

" Before Resngineering -

- Figure 3. Brancﬁ orgamsationbefbm thachanges

| “-Thzs cha,n,ge resulted ina ﬂatter structure in ihe h"anch only three Ievels of staPE Each of the -. v
-operational boxes in Flgure 3 i‘epresants & manager or supemﬂor and the staff actually n
perfomnng the finction, Thus there are three levels of hxerarchy in the branch .



| Btermal sales | | Clienthiterface | | CustomerService ||, . Crodit

It also reduced hureaucraixc management posts. .Tlus duectly supports 1mprovements in -
iy productmty, better cusbomer contact and mcreased pmﬁtabllrty Tha front line: manager :m & : :-j\'i: g

- ""branch can’ now have!. ' many &5 21 individuals reporting fo him or her, This gives the L
o manager a much greater awareness of what is actually happemng in the branch (Cantrell and, S

.- Colby, 1993). The reorgamsatmn lso resulted in addition reports to Wnllers dxrectly at the O
. -'__’__Regmnamead Office, Tt b now has 45 people reportmgdxrecﬂytohm TR

Gne. ofWillers strong[y held vtews is that bankmg needs to’ adopt a rcmll marketmg approach, N

- Thus the bank’s brauches should be managed m terms of some of the prmclples Of retallzng - o

. Thisis reﬂemd in his de’sxre to see greater customer mterfhce, use of the space avaﬂable in all R

B the branches, end his not:m{’ that the bank’s t*esourcfss should be measured in terms nfthexr S

: ._ ablhty to generate revenue and pmﬁt

41 a Quamumchange o ..; e '.‘_}" -

: Wdlem ‘5 COMﬁ&d to ﬁie notxon that tittle can be‘ ach;evud b}' mcrcmental change *ant’l thus _ | _ | .
-~ he placed oonsmderable store™on the notion of the quatum feap being the i to camute - o

_.'_busmess success. ‘He bel,leves that marginal - or mcremental change frequénﬂy leads to 7
| -'-_temporaiy c.hange whxch cant be relatwe‘]y easﬂy reverse& when the pm_;ect has been T
. completed o ' - -



417, The' iﬁfortnat’ioﬁ Tecﬁhclagy Dini'ension' .

- .In the early 1930'3, FNB reallsed that mformahon technology was a key contnbutor to
' competmve advantage, and the ablhty to manage complac technology had to become 8 core .

~ competence mthm the gmup (Store and Gmse—Bmwn, 1994). To achleve thls, FNB employed .
" Mike J Jarvxs in 1985 who xmmedzately became champmn of the use ofmformatlon technology, et
'”_'.-:_._not onbr to maxmuse the orgamsatlon ] eﬁclency and eﬁechvcness, but also to. gam a’ - o

B B competltwe advantage, pﬂmanly by mcrea.smg the bank’s market share

for mnovatlon in the rmance, Insurance and Real Estate categoxy m Iune 1996

’42. TheVss.fons '_ -

Willers’ belnewd that by reer!gmeenng his regxon be could slgmﬁcmtly nnprove the_'

e, R Lo . .

o Under Jarv:s 8 leadarshlp, _c_hanges to the controversxal Hogan system, Whlch had gtven the a |
- .bamc a consnderable amount oftrouble, wene ﬁnalxsed and the system ng fuﬂy inte grate 4 into - -
o -'-'the bank’s busmess Jarws success 13 seen by the fact that aocordmg to a leadmg South _:' B
o ﬁAfmcan stock broker (McAlhster 1994) FNB uses its mfmmatlon teclmolugy in the most' " _
| . '_ progresmve manner inthe count:y Also, as mennaned above, FNB has been named one of the ' N
o .world’s top 100 users of mfonnatmn technology by ComputerWorId Magazme m May 1995
 In add:ﬁon, FNZB under the techmcal Ieadership of Iams, was awarded the Smlthsoman pnze '

pe:formance oi’ his. regmn while enSung that the semce delivered to both perso,nal and |

emporate chents was enhanced by reorgamsmg the way 4 branch ﬁmctmned

o

Willers bnheved that for success unclerl;nng the ﬂesxgn of the branch of the ﬁmlre nrqjec: is
by need Lo optlmlse the utlhsatmh of very espensive office and shop space Tﬁ@uonally 8 '

_branch_uses_ 70__%-of its space fpr_ back office paper process_mg_ a_nc_l 30% of its space for. the

client ihteffébe Asthe cosf of high. street office and shop space has been escalating at 10to 20

- percent per annum in Sauth Aftica over tl;e p.ast decade, these. propomons are now. regarded :
‘as not being optlmnl The back ofﬁce operatnons need to be conducted ina smaller area gmng L
more space for the real business of the bank whzch is servmg clxents, This is one of the. key 3

abjectlves of the branch pf‘the fiture project.



Accordmg to members of the projectteam, Wﬂlers vision was not always readlly accepted |

o throughout the bank On many occasions Willers personahty was pltted agamst the bank’s '
' managemeént estabhshment and it was only his tough minded conwctlon that the branch ofthe

ﬁ;ture pro_lect was the only way i‘omard that ensured the continuatlon ofthe pro_]ect

E _ Iar'vis | ﬁSion was to uée FNB'S 'estabﬁshed large scale mformatlon 't'ecbnologslr'and b'aékbbne _. R

data and teleconnnumcahons network to prov:de a value added service to mstmners At the

o heart of thxs vxsronwas the beheftha.t the banlc's information teohnology mﬁ'astrucmre could S :
' be leveraged to prov;de a real payoﬂ‘ in terms of mcreased productlv:ty and u'npn)wd R

: customer semce

. : FNB s mﬁestrucmre requu'es enormous: mvestment and is- not always percewqd as delwmg o
L _an adequate roturn This: Wow suppurted the notion. of usmg the estabhshed mvestment and -

- expertlse to gam aﬁmher competmve advantage over the other South Aﬁncan banks

o The combmainon of these two qlute dlﬁ'erent visions, whlch bring. together mformatlon'

_ technology and management may be seen as-one. of the major contnbutmg factors to the _
. success ofthe branch oftheﬁmlre pro;ect S o
| Contrmy to tlie'beliefthat **['-fane i(ndeﬁakesan initative] without determining specifically
whai you want to do, you will almost certafnty be dissq:ﬂmg your efforts” (Keenat, 1995), o

Willers and Jarws did not bave a ﬁnal or oomplete vision at the outset, but they developed the' . o
‘branch of the futtre VISIOll onan mcremental basis throughout this pmject The v;smo statted
with a realisation that mtonnatlon technology could be used to reengmeer ourrent bank

. .-pra.ctlces and thus improve both producuvxty and customer service in the bank m order to

improve rovenue and proﬁtab:hty hy “the ﬁmdamental rethinkmg and rad:cal redes:gn of' '_ -

business processes to achieve dramatic improvements in critical, contemporary measures of
) perfomance sach as cast qua!igz, serwce ana’ .speed“” (Hammer and Champy, 19,93) _



4 3 The Declsuon

The decss:lon to oornrmt lat;ge xesouroes to thls pro_lect was not undertaken mthout _- B

. consxderable thought and aoalysls The slow detenoratton in performance over the prewous o
. years meant thatthe returng requlred to satlsiir the bank s stakeholders wolﬂd not be ava:lable .
- 'unIessadlreotmterventlonwaSundenakentoreduce costs andto increase revenue: R

Wlllers had been thorough Wlth hls homework and had conmdered a number of altematwes to"' : .' ) " '_ :

. aohtevo these ob;ectwes These mcluded

_ 'n_ :_' "To Create Dne erMore Addlt:onal Bankmg Outlets ' : - _
c .\Tlns was the tradmonal method in Whlch the baok sought increased revenue and proﬁt_"'
or attempted to resolve a. customer or semoe overloa.d lssue Willers reglon has.'

. '-thus tlns route to solving the cu:rent challenge was relauvely easy to discount as visble -

" option in this case due to the high and steadily escalatmg cost pattems ofthe tradmonal |
a branoh network resultmg m&he relauvel)f’iowretums | U |

'n__'_- UpgradeExlstmgPremnses | e S R R _ |
" Upgrading. would involve extendmg the e:ostmg branohes, and moreasmg thei_' i
B complement of staff, This option was rejected for the same reasons as_the .premous one B |
o Although it could possibly__solve the service_probl_elo,:it woold' impact hleevily_f on the
- already fragile, returns and therefore not produce the increases required mproﬁtand o
N Implemeni the Branch of the Future 'P"mect " : S
- This was eventually chosen as the best optlon, as it was anttolpated that by a.mendmg'

- processes and supportmg stafi’ vnth technology, customer service coutd be radlcally o
nnproved Although this optlon was expenswe, it was antletpated that with the mcreased .
custosner throughput substautlal economles of scale could be schxeved and this Would o

_ have the reqmred effect on the proﬁt and tha remm on mvestment ' '

. apprﬁmmately 69, UOO square meters Of bankmg Premlses which represents a very oo
__-.substant:al expense Increasmg the branu fnetwork would only add to the. problem and ) S



N Clearly the ﬁrst two Optlons would not address ‘;the underlymg prab]ems of productmty and .
remm on m‘vestmen:t faced by FNB Nexther a.mounted to & new strategic du-ectmn which the

‘bank felt it needed in relatxon to its branch netwm-k, and thus opt:on three was oonszdered the. L

only Way forward

- 4.4. Starting the Project

- Once Willers had commxtted h1mse1f to the branch of the future pro_]egt optxon, he fOrm ahsed R o | .. .
clear mandat“" albelt dlfferent ﬁ'om the :mtlal one Proposed by Jarvls, WJth the follomng': - o

" ob_]ectWPa

o __: LA ” create a lugh touoh, hlgh technology vaiue cham enwronment model

N :mprove customer service: -

- X .' provxde 8 quantum leap 1mprovement in queue management'
L - __ -._-__faclhtate exoeller-t fmanclal ;rerfonnance, e
_ _'._ ".predlte Outstandmg volume g‘owth

: ! .. allow for a reductlon in staﬁ' numbers, and u

' _-‘o., | .ﬁeld a physlcal redesrgn that is state ofthe art S

= Willers dmded the prq;ect mto two phases, Phase 1 would run ﬁ'om Ianuary 1994 to March
- 1995 and would concentrate mainly on direct customer interfaces, as it was agreed this was -

the area where most impact cou'd be made The second phaseis plannod to begin in October | _
199 when branch processes will be reengmeered by usmg enabhng teohnologles such as
. ':mage processmg and oﬁce automation, o

=

| A pllot 51te uad to be chosen. Aﬂer comderabie deh’heratzon it Was decldod to choose tha

FNB at Cresta shoppmg centre in Randburg Cresta is a well established shoppmg centre .

|  dating bac!c to 1976 Teis located some sight lolomotres north west of central Iohannesburg It
isina moderately populaied area of middle to hlgh income families, _There are more than 100' .
‘shops in- Cresta, mcludmg ma;or grooe:y chalns, fashxon stores dlscount shops, bouthues,



- restaurants end fast fond outlets dramng meny tens of theusands of shoppers each Wee] -

Several dlﬁ‘erent banks a:e represented in this shoppmg centre, -

- Thls branch was. selected mamly because the centre was undergomg a ma;or reﬁ:rhnshment and o

" renovation. Thts was going to'force the bank to undergo an expensive refurbishment of the
o braneh in any event, and it was demded to undertake the changes in lme w1th branch of the -

B future prOject deslgn ceneepts In addmen, 1t was envtsaged (aﬁer meetmgs wnth the centre g

'_--:._management)thatcreeawouldhave S T

3: : areasonably dwerse eustomer pOpulathIl R
- the appropnate phymcel layout and shep front, and L
l 8 w:de range efmerehants "

-- Fmally the Cresta braneh was regmﬂed a5 3 sultable test slte forthe rdeas of the braneh ofthe B |
o ﬁ;ture prqect because it was percerved as bemg a very average branch an 4§ th erefore lfthe new .
8 system worked there it weuld probably Work elsewhere Just as Wel! S o

o _ 4 5 The Branch of the Future

_' The branch of the ﬁtture wﬂl look and feel qmte dxﬁ‘erent to the branches in the current bank :

netWOrk and. S0 anumber of major alterattons were made fo the physxcal layout
4.5 1. The De5|gn of the Branch of the Future

It had been realised for some tnne that FNB needed a new approaeh to operatmg mdtvxdual .
branches. During the 1990_1993 period, two of the bank’s staﬂ’, Dave Burke and Liz Pollard, .

o v:snted a large. number of banks in the United ngdom, the USA., Smtzerlaud and the Far -

'East, loekmg for new 1deas‘ Subsequent to thrs a firm of management consultants were

- engaged to assrst the bank in aseertsmmg their ehents thoughts and requtrements for thell":; ] |

. branch operation, The censultants arranged five focus groups, each censlstmg of 20 cllents of

~ the bank These focus greups met for a substantial amount of 'ume overa number of e\remngs )
 and mueh_ of the information supplied by them was fod into the design of the b_ranch. of o
 future, | o . . S S



4 5 2. Physlcal Layout

-‘I‘he ongmal Cresta branch Was :don’cu:air m layout to most othor hranohes mthm the Group As '_ |

| __.'.menttonod abovo at was made up of appro:omately 30% customor spaoo, and 70% f*ctory type o

j - back office Spaoe

:'-'The first, major change was the semovel of cash from the St of the branch, This gt
o acl:neved by the mplementatlon of a substantlal amount of toohnoiogy including the teller cash -
- dispenser (TCD) and the customer details imaging system. The TCD resulted in the security.
. glass tradmonally found in tho bank's branches being removed from in-front of the teller‘s- B
" workstation. This allowed the ‘project. to- change the teller’s role from that of handhng L

L monetatytransactxons to that of 2 muli slolled service consultant

L -In the branch of the ﬁero, when cllents 'msh to deposnt cash and cheques the monoy is

acoeptod by the sesvice. cohsultant and after bemg checked: it is msertod ina chute vihich .
. oames itto a vault away from the customer access ares. When " chent requi oash e

| somoe oonsultan{ uses the TCD which performs a similar role to an automatno telior maohmo .
to extract tho oorrect amount of cash for the client. Thus eﬁ‘ectwoly the service consultant is -

notin possessron ofany cash exoept a few ooms that are kept in case a ohent roqmres a preolse - | ) \' . |

' amount of cash.
' As a fe’sult of thxs, the teller’s counter was lowered and chairs provxdod a8 it was oxpected -
that the customer would now spend far greater time. with a service consuitant However, as
.most of the oustomers needs wero bemg met by one ‘multi skilled indwidual, the customer -
.would not be reqmred to be femed ﬁ'om one mdmdual bank employee to anothm wno ‘would
“deal with spoolﬁo Jssues It was therefore oxpooted that overall the customer would spend o
o conmderab!y less time in tho branch ' - '

| Iu addltlon to the above, other ohanges include:

. Easnly acoessnble wstomer interview oublcles, staﬁ’od by speo:ahsts and suppoﬂed by
' SO]Jhlstlcated I systems to deal thh more mtnoate oustomer requxromon:s, .



o a'; - The reduct.on nfthe “back oﬂice” area, whwh prowdes support scmces to the ﬁ‘ont

| hnﬂtoless th&,‘.‘l 70% of it s nngum[mze, wlnch mcludedthe movement ofmany
i_-_ﬁmctxommxtofﬂwbramh EERRIRE N v
N A centrai open mfonnatwn desk or Gllblcle’ whlch acts asa customer mqumes counter.

 Thigis not the trad:tmnal post wl:uch deals thh account queries, but is ‘used to dxrect _' SR

e customers to the appropnate anea of the hranch In adéltl(}ll, thls cubmle acts as 8 o
3 o ) promotmnal and sales otﬁoe for i ted products such as alrlme ticket purchases
LR cellular telephone, Videabank ' Speedpomts sales, and B SRR

. - -'._-j_-'AshophkefrontvwndowwhereFNB productsaredlsplayed R

E Another mpoﬁant aspect of the branch layout was the avmlablhty of the mfonnaﬂon self_{ .
_ _samce device, ‘I‘I:us was prommently dlspiayed m the ﬁ'ont of the bank 5o that chents could_ o
he]p themselves to mfonnatlon. Thxs helped rednee sta.&‘ and space reqmrements o

= Thus ofl completmn of Phase 1 the phymcal layout Df the bran ch had changed draniatlcally, ) e
| Whereby apprommately 53% of the branch spaoe is oocupied by bank staff and 47&’0 of the = |
" space vtitised hy the cl.ant m'rerface funcfmns ‘Although thisis a consxderabie nnprovemant on. o
: the tradmonal space utmsatwn poqmon, 1t is beheved in the bank that there is still room for,' o

. 'more Jmprove.rmnt '

"""4.5.3..-Pm'éesfs-ldehtii‘catibnﬁ  .' T T

-.Phase 1of the pro,[ect, wlwh ended in March 1995 concentrated on the chent mterﬁce which
o 1s the front lme of‘the branch In terms ofthe actwmes du'ectly assomated with the clxents the

follomng was aclueved
46 branc:h processes were 1dent:ﬁed and mapped, and | ;’ -

} r’ . ; .
=5 key wachOWS on the front-lme wete re»mgmeexed For exa,mple, the opemng account
| procedures eﬂiciency was urproved by 64% wnth 2 reductlmiqn activities from Tito25.



n

'I‘ha work uwolved in the 1dent1ﬁcatxon of these processes was cor'ducted by lnfem al -: — o

) mpported by IBM msﬂMs FNB dehberately ut:hsed the staﬂ‘ in des:gmng processes aﬂ 3

o they knew that generaliy, users that are satxsﬁed mth systems they have helped deazgn, aswell "
. rwith mfcnnahon quality will fmake better declsmns and ultlmately attain & hlgher level ot‘ e

TrITan

S orgamsatlonal goal achxevement (Gatlan 1994)

Apart fmm Willers askmg h:s progect team “Haw can we use rechnoiagy ta allow us to

| enham;e orstreamlme ormpmvewharwe malreaaydamg?” he also stressedthat theteam\ | o
. should coneentrate on “Haw can we use tec}malog o alfmv as fo en}mce or. s#emlme or o |
- improve what we are not already damg? * This %s m hna w;th the aspects to be addressed _' .

- whei undertahng a BPR nnuatwe as promotﬁ A 'ar‘d Champy (1993)

._\\

o Althqughthe wléfﬂeﬂfﬁﬁoii of thebranch Offhé R ‘@mlmed many processes o
. N reai attempt was made to re.duce paper w1th Phak o §E \ to mg e smooth--
- ﬂnplementatxou ofthe amended processes and manage the mapm ‘ﬂe staﬁ: phase 5 Whlch B

Y currently bemg orgamsed and is scheduled to start in the 4th Quarter of 1996 i is tu address- |

' this issue as well as reengtneer the back oﬁce I-Iowever, a study by FNB in"1993 estimated

thata sngmﬁcant amount of savxngs could be acmeved this bemg over R4 mtlhon p a natlon |

mde Al summary of items that could be tenfunated mcluded

w9 pre-pnnted shps,
w3 manually keptregnsters and
_ l ' 14 reports '

The Pbﬂﬂ' “Phy aﬂlwlated by Willers that w111 underpm Phase 2 is I—Iigh—'I‘ouch I-Iigb-Tech o
Low-Doc Whlch suggests the rernoval of much of the traditional proces and as_socl_a_ted _

paper work

- 4.5.4. The lnfonnatlon Technology

| The mformatwn techno!ogy phxlosuphy unde;pmung the branch of the ﬁlture proJect was to

use well establ:shed and proven technology in an mnovatwe way to support the major changes

- _reqmred As far as the technology is concemed although it was not new to FNB it was



| ﬁertamly leadmg Edge 85 far as the other Bank’s wnthm $A were concemed This was mainly el

around the branch sutomation ﬁPphCﬂtmn system, the Tellers’ Cash Dispenser (TCD) and

B customer self eef\uee deﬁces It 1s mterestmg to note that FNB used techno!ogy to merease _' L

.- | porsonnol proﬂuetmty % well a8 pro\nde itas a substltute for dzreet labour

. L is generally a».oepted that mfonnaoon teshnology is the enabler for bamness p'oeese
B reengmoonng (Venkatraman 1994); (Barl and Khan, 1994), and this has played 2 oentral role’. .
i the branch ofthe future proJect. Although many alternatives were‘ mvest:gated with respect

: 1o penpheral hardware and support eofiware, the FNB networl:s and their operamg system

© were assumed to be the basic standard reqwred This standard was insisted upo:x because the"' c
'- bank dtd pot wmh to dewate ﬁom 1’ee oommumcatlons netWork technology base: that was

T | umform throughout all the brenches in South Aﬁlea In addltion, an imponant objecme ofits. B

"'-"'_teohﬂoldgy selection was reusabxhty and ease of unplementatlon in other areas when the

. '.projeot was suceessﬁzl

N FJ
. P

X 'Sp'eei}*;ang the hardware and sofiware reqirement for the bratch of the future project wasno.

frivial task, This was undertaken by Liz Pollard who ensured that standards were comphed
-with and that the tiew arrangements were ‘consistent with the bank’s overall nfonnatnon

technology arolmeeture. Liz Pollard was the- head of the Oxgamsation and Methods o .

N department and her mandate was to 1dent|fy and streamline processes throughout FNB In .
addition to this hardware and softwars speciﬂcatlon work, Pollayd also desngned the staff
development programmes which Were necessary to ensme that the stat}" at Cresta would be'
~_propetly trameu and correctly orierited towards the new. axrangements This resulted in [
| -relanvely smooth transition process for the majority ofthe steff at Creeta, thereby allowmg the ';
: _braooh to take advantage of tha new arrangements w1th the minmmm delay o

The mmn applloa‘tions used to ctegte. the branch of the fut‘ure may be conmdered under three
B headmgs These are the automat:on of the olient mterfaoe orocess, the antomaoon oﬂhe client
| support services and the faotory or b‘ack room operatlon. '



4.5.4‘1. The Cllent !nterface Proeess T

_ This refers to how the bank emp!oyee, that is the serwce consultant dtrectly werks thh the- A | |
_ __.--chent and can be dlscus:ied in terms of four key- systems which are, Braneh Automauon, the - .,
. _apphcahon uf ‘I‘CDs, them of t“ustomer Detmls Imagmg System, and the Cross Sellmg o

T

| S?mm o

BN

B :'.’nl_ :B.anch Automtnon

- The use oflarge scale pmcessore together w:th & hlgh speed baelcbone underpms the o

| 'tmhnﬁlaglcal thrust of the bra,neh of the ﬁmlre project. In addmon, high powared: -
workstanoﬁs connected to a cllent sewer system constltute the comerstone of the\

LA

'_'technotogy pmv:ded to the staff of the branelmfthe ﬁ:ture, )

B f..} (,

_ .-The hardware aspect is made up of a cllent server system compnsmg a.nD}M ?327486'

e model 95 ﬁleserver and 22 P$2/486 model 80 workstatlons Fourteen of thess |

| WOkatatlons are avaxlable to the tellers, Each of the teller WOtkstatnons have : pmpheral o

. _called a “toaster" (asi it loolcs hke one) The teaster has that ablllty to* o

Ca
r|

- '.read the ma.gnet:e mk charaeter xecogmtlon (MICR) detaxls on a cheque .

- read the MICR detalls onadepu«ut slip; - :
- read auid where apphcable write toasmartcard or magsmpe‘ and
. recordlmagedocuments. R

The soﬂ:ware component runs under Osz and provndes real time updating to the host

via graphical wset inturfice screens, This connectivity through the high speed backbone, "
coupled with the toaster prowdes the abﬂlty to implement electronic validation, It also R
” facxlntates the use of preventahve, a8 epposed to° tradmonal paper based detectwe B

. in.

Ll The Teller Ca*sh Dlspenser ('I'CD)

The TCD device dispenses cash, and has 8, Separate compartment for the a,cceptanee of

deposits. Although the system resides on the Branch Automation platform, it is not yet



Rully integrated with Branch At:ltomatmn via apphca.uon program interfaces (APIs) Ths

- means that the teller has to key in the amount ofthe transaction twice,

]

. On the whole the branch has adapted extremely weh to the TCD operauon and has o
' -mplemented some eﬁ'ectlve operatm,g pract:ces and controls An example of this s that

S the teﬂer no longer needs to count cash that is dlspensed ta the customer The TCD has L '
B reduced teller's dlﬂ‘erences by a factor of28 times from March 1994 to March 1995 |

L Customer Detmls Imagmg System

o Thxs system nperates on the Branch Automaﬂon OS/Z platform, hut as yet u is not ﬁllly _' |
. mtegrated with Branch Autoination vla APIs Itis enwsaged that by generating images

~ofa customer 8 1dent1ﬁcatzon ancl signature for tellers at:d supemsors when certain _' '
- transaotmns or eveqts oocm' customer service wnll be ﬁxrthe" dmmatwally nnproved and' S

L ﬁaud wﬂl‘baraducedy\

" The Crasta branch h&s QQ,OOO accolmts of Whlch appmx:mately 40% hold supporttve' o

documentation relating t?s\addmonal signing powers etc. It is obwaus that where 2
~ :number of accounts are he x} by the same customer, an image Of thelr 1dent1ﬁca,txon 3
: 'document as. Well asa cusfomhpi\mgnature card need onl}ur be held once,

Even thaugh the request for an hnage is a conscious manual process, hme savmgs o
“nocessing a signature card have reﬂuced from an average of ﬁve rmnutes for that of
mianal search to five seconds on-lm'&.

‘cmss Se“lngbystem | - o . . C o e B o -\‘ o
- Thls apphcatmn is a rule based System spemﬁcally deszgned to famlltate cross se]lmg
| opportumties when certain carcummwces occur, For examnple, if a pensioner deposnts }

“R10,000.00 the system would suggest that the customer should rather open 2 savingsor

: investment account where better i interest could be earned, and the Bank won beneﬁt by _
| being able 10 chalge the customer for utlhsatxon nfan addltxonal aggount.



" The. system alsa has batch mles whereby the branch manager, qr account executwe can
_enter 4 series wf questions. The system will then mtezrogate the local. database and '
- prﬂﬂuce @ variety of outputs rangmg from a mmple list, to. computer generated ietters It o

B 'also has a dw:y sys,em whlchw:ll ensure that ﬁ;ture achons are performed

33;.manner

o

_4.5. 4 2. Cllent Suppan‘ Sevmces

’I‘hese systems are deszgned o help clxents obiam mformanan about the bank’s semces_ _ o
- _-._.w:thout havmg ta meet thh sev'eral nwmbers of staff to get mfonnatlon ahout dlﬁ‘ereﬁt B

o _Informatlou Self Semce Devu:es

o _-Thzs is a fugh resolutmn colour mteractwe touch screen, mth sound capablhty It is
B snnple to operate, as 1t “talks” the customer through the system‘ It prmndes ﬁmctmnahty -

- '“mchas*

- protluct knowledge, | _
“- . estiinates on Ioans;'_.' o
I _purchamg of shares; | |
e requestmgamsﬂ: ﬁ"omaproduéhgecla]mt, and =~ e N
| - lmkmg exlstmg accounts (for nommgt_ed e_lectromc pa,ymem_s),__ PR

_ The ;mplementatmn of tlus dewce, as well as thé multi ﬁmctlonal teiler and the

mformatmn desk hﬁs ehmmated the need for. enqumes clerks pubhc relatzons oﬁgers
- and product executwes ' o - :

L] | Teleplmne Selr Semce 5,

This allows the customer to commumcate on the telephone, ﬁ‘om,wnthm the branch ora P
focation suitable to the customer £o & .Spem_ahsed grop of services sntu_ated. & number of

The above. faciiztates focused ma:ketmg mmatwes to be undeﬂaken m 3 pro aq;.twe. o



lelometres eway frem the braneh, where rental is far mere mexpenswe TIIGSe semees o

_-mclude-_ _ o L _ . _
- DirectLine: Tlus setwce is mainly geared toward cheque aceeunt holders from
o ol bratiches within southern Aﬁ‘lea,and dea!s mthgenerai banleng transactions- -
- and aceount enqmnee ' | _
B - _' n | Chequel.iue‘ Th:s faclhtates the epemng of aceounts over the telephone In
~addition, all mstmments for the account are ordered ﬁ'om this centre, but stlll
_ requ:re to he eelleeted hy the acoount holder at the branch. o
R - . StudentLine Thls is a general help lins speeiﬂeally tramed in the dealmgs thh -
. _' - student loans a,nrfl student cheque aeceunts The area also has the abxhty to |
o pro\nde the equ;valent of the. ChegueLme eperatlen in relation to FNB's o
FITA studen prudg,.ets | _' ' ' '
Coe ._ -Semce CereLme' Thls has been speclﬁea.lly created tﬁ handle general

. eustomer enqumes and cOmplmnts on behalf of the FNB Greup

- 4.5 4. 3 The Factory Operaﬂons :

These eperatnens are put in place: nte ensure that eomplex taslcs qre handled by competent S _' S
. ‘resources s_l.;pperted by appropriate _teehue_legy, and elmat_ed ina central eemple‘tc that.;_s o
 relatively inexpensive. In addition, these areas are useéd to centrally store records enabling FNB.

_ to. retam up—to»date mfennat:eu regarding client -arrangements, Such systems can greatly. - |

. reduce the ameunt of paper and preeedures prevxeusly reqmred to_maintain thls ‘important "

_information,

| L | On-line Automating ui‘ Exeess Net:ees L .
e piloting of an automated F90(a) process (this reperts when 2 customer is over his

arrangements with the Bark) has reduced the predueuen of new Fgo(a)'e frem five days

kb K

to one day, It has reduced the number of actions from29 steps to 9. This is initiated by
 the braneh, but the evaluating a;ﬁd preeessmg of the loan is perfermed by a highly skilled

advanee team of credit managere loeated in & eentrahsed “warehous type operation,



' “‘entrahsed Back Oﬂice

- Although thig service is ot ﬁ;lly operatxcnal, it is envlsaged that it wﬂl be provxded to '_'}
o wstomers from. all FNB branches mthm southetn Afiica, It will mamly handle non-

| -_ ﬁnaumal general banlnng transactions and aucount enqumes It is planned that a mxmber

e of the baclc ofﬁce type functlona wﬂl moreamngly be handed over to this area, thereby R
. '.ensunng a oentrahsed areg. manned w1t11 spemﬁcally slulled mdmdua]s to handle the R
L '-'tasksfoundwlthltIthebackoﬁica T o IR

'Centrahsed Bulk Fllo

“tobe mspec:ted ﬁ‘om anyPNBIc)cation. S

c’éx ..‘lised Loans Admimstratnon R _
Once Cresta has negotlaied the terms of & loan w1th a customer and approved the
. application; this is sent to the Centralised Loans Administration (CLA) area. ‘The Loan is
then entered into the system by personnel highly pxoﬁclent with the loans system (a

- 'notouously complex System) ’I‘he loan is then mamta:nod by the contrahsod area The

 branch still has the ability to mqmre on the loan if the customer has a quexy, but it is
'_'enwsagod that the branch will have no need to have employ Specxal skills or waste time

. A

el

mamtalmng loans, The customers also have the abilnty to enqmro on their loans dlrectly '

mththeCLAareavzatelephono. R

i
R

Ay

o -'Aﬁer an initfal analyms, FNB oustomers Were mformed that the bank would in ﬁ.lture - . wr
_  retain tho customer's cheque fonns untess requuted othervase Thls Was a{:cepted by the o o
K _-:bank’s customers and FNB 1hemset up the Centrallsed Bulk File (CBF) operatlon. The _- '
- method in whloh thxs operatos is-that once oheques have been prooossod by Cresta, tho
. ’ '.'.'cheques are forwarded to the CBF area, wh they are retamed Thxs facﬂntateoa major
| -'sawng in storage and productmty FNB is currently undertalong a prolect to perform
o tl:us oporatlon nahon\mde and utilise i image toohno[ogy to allow processed cheque fbrmﬁ

13
A



T e

‘4.6, Human Rﬁ"eseti rce”lss.liesﬂf“
- “People cme our mast m!ued resource”

In the Bank's iradltmnal branches, the dwion of labour creates narrow jObS for staff members e - )
that make nne-cllent-banker servicing, mthe sense of one bank Mployee takmg care of all the :_' .
customers neede unposslble However w1th the branch of the future and 1 multl-shllmg of
the servics consultants, the ided of one-pomt banlqng beconies a reahtv as oustomers can have'

~all the:r ueeds attended to by ene customer consuitant Thls of Ga3;e means eens:derable_ B |

retraining of the braneh staff

It wag 1dent1ﬁed by FNB that the success ofﬂns mmat:ve depended on requlrements ﬂ-om both'_-- - -_ o
. the staff and customers Consequenﬂy, many hours were held with customers requestmg from o :
them what they needed and des:red from the reengmeenug effort tos that the system. was _
deslgned with the customers needs i mind (Scherr 1993) FNBwe il aware of the iési.re -

of “not mvented hm'e” and teok tl:ns mtb careful com ‘eraﬁen when desngiung the system -

P

Moreover Willers reallsed that the most 1mportant component to reengmeenng success was_ B .
the human resoutce element, and of that, the most critical aspect was his management team R
. To create a momentum of c(mtmuous change m his regton his change programme was_ _ o
desngned to develep leadershlp skills to ensure that management would obtmn the fll -
o comnutnnent of the. staﬂ' in their orgamsauens This was attained by holding many prepatatory o |
sessxens aﬁer hours to prepare his management for the radical changes that were emnsaged .
Many professional Jecturers, not only on mattem of finance and ‘banking, but of psycholegy _

and change management were invited to prepare the mmd%ets of the management of the

branch. 'I‘lns mciuded

: Leadershlp Focus a,ud Management by Respons:bﬂlty trmnmg, I_ -
classes if the creative thinking skill process; - o :
. develepmem of Senge’s Leanung Orgamsatlon pnne:ples, and B
‘& tumber ofMan_a_ger_nent Development wo_r_kshops R |

FNBAnnualReport (1995)_?--. _—



: Even With the t. 'nque measures takee by FNB the staffat Cresta who were mostly tradmenal.' o

 bankers and tus somenat esisant to chauge didnot rush to ebracethe e arangemerts. .

o proved themseives to all those who worked wuh the new systems aﬂd today the projeet is L
o regardecl by these mclwtduals who, stayed mvolved thh the changes as & great mpmvement.;. R

. Oneof the major reasons for thts is that expert systems allow humau Judgement to be better

S 'exemsed (MeFaﬂan, 1990)

oA Costs of the Branch of the Feture Prolect

' 'Ifhere were a number of aspeets aﬂ‘ected by the branch ofthe future preject whxeh were spread L . -

overs riumber of divisions within the bank. It was agreed by executive management that eaeh'- s B

S

- ' dlvlsmn aﬁ'eeted should make prowsmn ﬁ,,. the pr0] o ct m thetr bu dgets‘ e

Table 4 gwee detaﬂs ot‘ aetual agamst antlctpated or budgeted dlrect eests a8 weli as the o

vananees Nete the vanances are generally small except for the premises and the markettng:':

o eests The' actual premises cost exceeded expectatlon as the initial estlmates were deVeloped o
. Zbefere the ﬁ}‘!al requu‘ements were ﬁxlly understued ’I'he markettng under expendltut‘e was the S '_ o
result of the need to cut back on the total expendnture on the project. ‘The mdtrect costs a.re B

'_ also showr in Table 8. Tltese were alloeated cest that Werenot ongmallybudgeted in the same B E
wayasthe direct coste | o |

' These figures were ebtameu frem a presentatten which was gwen to the bank's executtve :
management in Apnl 1995 The investment ameunts for the existing braneh autematten LAN )
| " and it penpherals are not included in these figures as all branches are supplxed thh this
- platferm The approxunate cost of this is R’IOO 000 00 ' e

' The percen:a.ge vananee a8 shevm in Table 4is caleuletecl as the d:ﬁ‘erenee between the N

- budgeted and eetual e&pendtture divided by the budgeted A negatwe vanance denotes anover - -

expenditure %hﬂee poemve variance indicates an under expendlture The vartance is prewded :
-'--"ias it is one of the pnmary eentroi statistios used for pro_|eet management | |

L D



New Teclmology

139 634.00

19‘7 32300

| Phymcai Layaut

l 069 000 00-]

1 33000000

5000000

5494100 |

.HumanResmirces

30,0000 |

31,400.00 § -

..Marketing issues

- _:-ra'bzef wmct ?t"o}eét' _C@#:sf' -

" 167,600,00

12314500 |

7

} Exampies of the categones of c:xsﬁ supphed in Ta’ble 5 mclude trammg, branch renovatmns the
: nnplementatmn of the TCD"’s as. well a5 the umque marketm,g that was reqmred to Cresta s

_gustomer base

ISD and Systems Support | Project Iniplementation.

366, 53&:06

Regional Head Office | Frontiline support

25 76000

Table 3 In.di_f:e_cﬁfprqjac:t st

W

| Development -

165 215 00

'I'he costs provxded above are sxmply the mterna! eharge out costs for the staﬂ' provzded to the

pI‘OJ ect from eath dmsxon shown in Table 5

tF

O



| 5 _'E_Aiﬁazlys'isf:_: _o_f EV]dence -

- The followmg provsdes ansWers to the research qumons posed m tlns repo it In addmon, " o

N meets the object:ves of'th:s report, namdy to establ:sh if the brrmch of the ;ﬁxture mltzative{

_ unplemented in March 1995 was successﬁxl in terms of@mﬁt and vqume growth, aud 1d " i o -

'_what the ma_;or xmpacts on ‘the pro_rect wete, Tab‘:‘e 6 ﬁumshes the number of responses in ]
descendmg order agamst a number of reengmeeﬂng related concepts posed by the researcher o
dunngmtemewst R

' J‘.zade:slﬁp is an 1mporlnnt aspeci;m a reengmeering nut:atwe

| Managementoommiment asan imporlant aspectm a mengmeeﬂnguuuahve- '
i Ilisimpemuvem align aBPRmmatwetothcorgamsaﬁonsstmtegy '

': : Technologywas notm;perahveforthesuecess uflhﬂ Cmstalmuﬁive

_Changemanagementwas an mtegralaspectoﬁheptq ?ct

'Physscal laymtwasimpmam

' 'Customer education was mperahve

3
-
—~
—-
3
9

-Tachnologylsthe single mostnnportantaspectofmengmeermg -
Table 6.' Content Amlysis of 'Cmipe'pts |

Questmn 1. | “Was the reengmeenng of ﬂle Cresta branch a success m .
Fmanclal Terms?” '

Iti is at present dlﬁcult to attnbute the growth in the busmess and the proﬁta:;pmenced by the o

Cresta branch solely t0 the branch of the fiture project mltlatave& But on, mtemewmg the . :
management and. staﬁ‘ of the branch, they- unammously agreed that the branch of the ﬁlture
pro_lect was a major contn‘butor to the gruwth



' m addltm from & urvey of bask dients using Cresta, conducted by independeat wdsaltants, R

4 was clearly estabhshed that they are very pleased with the branch of the ﬁlhne. They feel .

that the semce haa.xmproved and that tha bank has shown more mterest in them. R |

| | Ta.ble 7 prowdes som key mdicators shomng growth mvalua Due 1,0 conﬁdentnalxty, ﬁgures :

: _m this table are shown in peroentages, and are a calculatlon based On year e.nd ﬁgures for

. 1994 aga:mst those of the cun'ent year, The. number of current accounts (net) mtroduced to'
the’ Bank’s books grew ﬁ'om 200 in 1994 to 1200 in 1995

With the branch of the future pru;ect, 1t was declded that to he consndered a ﬁnanmai success,

- the paybackpemd needed t0 be met within thres years. From Table 7 i it may be seen thatthe

) . branc.h EXpenenced agrowthratemexcess ofIOO 07 percentm pmﬁt in the first ﬁnanclalyear o
- ”m whzch the brarich of the future project hiad been m‘tpl*mented Thxs should be compared toa |
fcmr percent growthmhranch pmﬁtablllty fromthe prw s year . ' - SR

|| ot tencings gnety
. Totaldepﬂsim (Savmgs) —
| E=——

Table 7. Growth statisucs

The ﬁrst mdzcat:ons are that a satxsfactory Retum on Iy estment (ROI) is bemg made, but the B o

- genersl ﬁeelmgs of the staff involved in the pro_lect believe that the ‘real benefits will be
eupenenced over the next two years once the brarich aud sx;ppoxt stmctgsres have settled .
" down, This comment suggests that the branch of the future mhr‘nlogy wili fevolutionise the
- way that FNB will function in the fisture. However, 1t must be reahsed fthnt the achlevements _
descnbed m thls paper were hot accompl:shed easn!y, and it has been dxﬂ’icult tn ascertam the __ '



o stram placeci on the mﬁ'astructure to artam the growth dtscussed here (Z)nI:,r the ﬁ,lture wﬂi teil

'if the branch of the ﬁlture initiative and its consequent growth are sustamable, or 1fm fact

_Wﬂlershas squeezedthelastdrepofbleod eutofthestone LA

"'---_-199'2!1993._____ 2199% |

N Table 8. Pmﬁtabilxty nnpmvement

| _Questlon2 : “What aspects’ were paramount in ensurmg the success of the_ S

pro,lect"” o

. Chapter 4 of the research unvetled that this project was more a leadershlp and ehange' e

managemeltt pmject than an mfonnat:on technology apphcatlon —project. infonnatton-__-
" technolégy was a Secondary 1ssue Thls conelus:on is; supported by I)txon et al. (1994) who' .

frOm a study ef‘ 8 large sumber of compames who had elanned success m :éeng;nm g foun 4 L

m_;brmation rec}mologp was not the mosr cri:ical enabler of reengmeenng :
e_ﬁ'ort‘sswdxe A _ . o

From the start Willers wsion was not wholly dependent on ‘the apphcatlon of mfonnatwn
: technolegy He was aware. that by addmg htgh-pewered automatlon 1o an obsolete operatmg

| environment could mstttutlonahse meﬁclent and ineffective operatmg procedures, makmg :t-_'_
d]ﬁcult to streanﬂme and update operatxon (I-Isekett 1.)90) ' e

| Thls fecus on management is emdenced by the faet that lme :panagement in FNB was the enly : '.
effective ehampxon and without Wil iers tough mmded comnntment the project wodd have

'ﬂoundeted in a simtlar way to. Iams first attempt, Willers' initial leaderslnp training for the -~

' management in hzs dmston was a en'eeal success factor oftlus projeet. | | o



oo

'  Furthesmore W‘ﬂlers' ablhty to convmce staff from the I'ughest to lowest IeveI Of the bankwas B _' o
. essentml to the success of the project, He did not expectthe staﬂ:‘bemg exposed to the change e
to automahcally embraw it w:llmgly and therefore he sold the new an'angements to them. - o

Qll%fmn 3' " “Could the branch of the future lmtmtwe be eas:ly R l

rephcaue{l"”

“

L Thé s'erﬁim and premisas st lip at Crestacannot 'Be éppﬁdeible for' évefy branch, 'ahd':'mﬂy: B
~ time and e.xpenence (on gettmg the balance at each site appmpnate for it’s reqmrements) will R
- 'provide FNB wuh the lmowledge base to opt:mally nnplemem smlar type branches in the I

.--‘.

W‘zth the saccess of Cresta, the branch of the future mmmve is haxng rqi‘ed om: o' atherf_" |
T -branehes iy Willem reglon. As soon as 8 bramh is due for feﬁlrbishment ;‘ m b eﬂlulpped and - :
o rearrangedto complymth the branch ofthe foture prom R :

- 1‘11 addiﬁén, it was agreéd fhat "ﬂie brdnch of the ﬁxthfe value cham model Would':bé piloted in. o
_the other regions dunng the 1996 ﬁnanczal year and 15 sched'uled 1o begm n November 1995

Furthermore 11; was agreed that

- :. PhaSe 2 Gf the Cresta model wﬂl commence wheneby the branch back oﬂice pmcesses |

would be reengmeered usmg enablmg technologles such as image processmg and other: .
: 'oﬂice amtomatzon, ' '

» . Gauteng regmn could commence with the next shoppmg centra branch for. ‘\ll-out asthe

- full Cresta model was desmed appropnate for shoppmg centre envxmmnents and

‘n _'Certmn elements of the Cresta nodsl wuh rega.ml to best pracnoes teller assxsts, multi- -

 skilling and the yalue chain model would be appropnate tor ol 'ml-semce branch
I'_enwronments, o



Many ofthe Iessons leamad ﬁ-om other Bank mﬁaﬁves proved mvaluabla in the des:gn ofthe
branch of the future pﬂot at Cresta, thh the: reahsatlon that prqects wchh were uutlally
mdepend’ﬁnt in thelr own Tight could be availed of to supportthe branch of the ﬁztuxe iniuaxrve

. These mainty focused mya self service philosophies to take the load off the front zme T S

anci mclude aspecis smh as pmvxdmg the customer w:th the ablhty to

Purchase axrlme, theatre and siilac type twkets, |

perfoxm 8 number uftransactmns thrcmgh the Telebet network (a gambhng facmty), ann RS

o n through an attacheci wdeo, or telephomc lmk, talkto 8 number of speclahsed areds.

With the planned nnplementauon at i ﬁ:rther number of branches throughout the country, it Lo
has beeﬁ declded to: allow each\o:'the reglonal head offices to take ﬁﬂl responsxblhty for not o L
| nnly the 1dentiﬁcation of potenttat hranches or areas for upgradmg to the branch of the fistute _ _. |
| mlt:atwe but for that of the a.ctual nnplementauon as well. The main reasons for ﬂlls are to S

obtam regmnal mvolveme.nt at the fnghest Ievel aud allow the branch of the ﬁxture concept to .

“be accepted and adapted to meet the umque needs nfthe areq it is servicing: An mample of -

thm, 1s the Cresta model, as it 15 deemed to be ideal for a shoppmg mall aperatmn, where

perhaps 0515’ the marketmg aspect of that brénch’s servxces may change per shopplng mali - R
‘Hnwever, the Setup at Cresta Would be tota‘ly mappropnate for a branch 1oca.ted in an'

' mdustnal ates, !

V'

0' estlon,4' | "‘What Was the. xmpact of Informatwn Technology on the o

project?”

o It is genera]]y accapted that mfmnat:on teclmology is the enabler for husiness process, ami' o .

this hag played 4 central role in the branch of the ﬁ.xture project reengineenng (Venkairaman' .

1994) (Earl and Khan 1994)



' FNB s enortnous mvestment lts mfonnatxon technol’ogy mﬁ'astructure ms mdeed
explmtable and ¢his was proved by the fact that many dlﬂ’erent technologles wem relatively L
 easily and rap;dly mtegrated at Cresta to del:verth&umque semce required for the.branch of R

‘the. ﬁmn'e This Au that gxmtment in mformahon technology whu:h dnes not « T
lmmedlately show & &_gEturm -can eventually lead to a substannal competmve advantage
(Iohnstonand Camco 1988) s |

As a du-ect ramlt ofmﬁ'astrucmre mvestments made m a previous penod, Cresta has been able B _ ,. .
to easxly utzhse this technologmal base"ato create Bew applications and theneby increase 1ts o -
throughput af ﬁllentss its turnover of revenue and xts proﬁtabmty One of the magor reasons for N -' e
t}ns }S that expert sysiems allbw human _]udgement ta be better exerclsed (McF arlan, 1990) N

It is mterestmg to note that FNB used teohndlogy to i mcrease personnei productmty as well as . .
prcmde 1!: asa substtmte f‘or dlrec:t Iabour Thxs 13 contr to tha ggsarhon by Roth and van o -
derVelde(iggt)whmmeyrepon S / a5 P

L "To be competmve ina com#afned envirament rexad Baitks w:l! e:ther

| & : . deploy technology rhat mcrea.s‘es pet wnnei produci:my {such as a plag"om

s .__'-'-.automaﬂan) or that subsrftzﬁes for dzrect Iabaur {H'IM;- and ather se{f
. service fecimlogy) e :

-Queéﬁéﬂ 5;-- '_ f'-“Wha_i:_'ﬁas tﬁe iznpaét -t’if t-'l;ze' rééngiﬁeéﬁng_ ei'forf on staﬂ‘? -_3 "W

| _ Drucker (1983), statad that “a gvad deal aj‘ work w:ll be dane ;izﬁerenrly in zhe mformatzon
 based arganisaﬁon ” th:s is supported by Scmlley (1993) who. reports " K |
N “The .s"ngle brgges! theme of tkzs decade N beffeve wzll be the
N réarmmna" afWOPk, » '. . } .. K . . . L
Durmg the pro;ect, a number of sta:&' ﬁuund rt dﬁcult to adapt to the somenmes mdlcal
éhange that was reqmred of them This was mamly due to tha fact that most of thé staﬁ‘ were



© career bankers and hacl been workmg with FNB s procedures wlnch was the only means thev

-lmewforall fhelrwofkmghves FNBWas nowexpeehngthemto acthkeentrepreneurs
_' (Handy 1994) Moreover, some staﬂ" could not haudIe the stress nnpesed “ ﬁom }:avmg ra
o cope svmlfaneausb! wirh marea:s'ed warHaade ar}d rechnafagwal change (Drew 1994)

L ._In addltlon, the managemeet ﬁmetlon for the value cham model requued ' tﬁam—based S

_:' management deve]opmem approaeh. Relearmng was dlﬂicult for the. management team and it ,,:
- was very apparent to the project team that the power of the eulture ehange eould not be

. ) underest:mated This Was due te the methods ef managmg the chang,e, from that of a stnct |

authontanan, command and eontrol style, te one 1 more partlcrpaxlye nature (Davenport,.
- 1995). Two of the five ongmal ihanagers at the Cresta, branch eould not" adapt to this ehange

L and were transferred 10 other brarnches

o The hanlc was well aware ef these petentlai problems and. was very sympathet;e to the

. management and staﬁ' The Bank took exh'aordmary steps 0 reselve these problems through
.' counselling, but where 11: was elear that an individual could not ad_lust to the new method, they
'we;etransf‘ermdtoanotherhramhorareamthmthegroup Toanextent,FNBaswellas _

- Tnaty | of it’ s staﬁ‘ see the:r relat:onshlp as that of one of an ex‘tended famnly, and the banl'r *was L

: ver,v eareful m handhng these transfers ina posxtwe manner ' v S |

Whﬂe FNB has many branches, almost ali of whxch at present operate under the old paradlgm,
. the above begs the queshen that "wha: will FNB da once the;r abihg; ro absorb these Hpe of
- s:qﬂ" has eﬁmﬁushed, and the amount af these lype af resources kas mcreas'edas all branches

- are everztztalbz conwﬁe

_One of the issues FNB utlhsed to embrace staff'i mto the change was to obtam mvolvement ef

" both branch staff and customers m the systems desrgn and develepment. FNB beheves that thls o

 Helped lead to mcreased user mfoi'matmn satisfaction end mereased system usage (Baroudx et
o, 1986) | - o s



o o _ﬁ '.,::praject mvolved subs:anﬁal mvesﬁnent m vgnous types oftzmmng whxch was eﬁSEﬂﬂal m order : .
o -'-.'_;ta :i}-eparetha staﬁ.’m seemg the value ofthe new arrangements |

I T R i t
. e ,{t;ﬂ-:;-___b




e 'rms report began by eutlmmg how bank:mg is chan,gmg mtematlenally due ia f’acters such as o
3 technelogy, increased compet:tlon, the emergence efnen traditional players ﬂm markm, and '
htgher demands front® eustemers However the problem appears 10 be miore. mgmt i South L e
. Aﬁica due te the fact that {he demxse of apartheml has effectwely opened South Aﬁma ?e the-'_'-_ | o
: mtemahonal eommumtv In addition, the gevennnent trade umene/end the :medla in Seuth' -

o C
- _Aﬁzcaareplamngpresmonthebanksmaxgms ! B

- : With over 260 bmks operatmg m South Aﬁ'xca m 199’?, the trndmﬂnal benkmg ﬁ'atermty m'_' B o

. South Aﬁ‘lca 1s I.mder reel threat. These new entrar;’{s wﬂl not be seek to attract the le.bour- i
:mtenmve, nen proﬁtable pemenal custemer, but wﬂl msteed “cherry pmk” the extremelyf_ ——_—

o proﬁtable eorporate andlughnet worth customers

//"1"""‘.\:.,. :
. _., .

\&

N _ Tradmenal ba}nks and ﬁna.ncla.l mstltutlens suffer from burdeij ome dehvery systems based on
o bnek and mertar branches and paper. With these systems, ; N
| out maﬁ.Y tﬁ\nswtlons. but keep low balaéaces are unproﬂtable Trad:txenal banks also cater to "’f
‘mass market\ tems and advemsmg approaches that allew httle dlﬂ’exentnatmn in serwee or
pnemg ‘The | ‘ ﬁnanelal lﬁstltutlon, en the other hand wﬂl ave;c% beth the expense of o
I:and in the long run, the precessmg cests assoclated thh paper zransaeeons o |

| physncal braan

'I.'
i

As these banks wﬂl pot be reqmred to spensor a large fﬁ'estructure, they wﬂl be able te
_atract these eustomers wuh vastly reduced costs and mﬂ’erentlatmn Tlns is supperted by
. Cantre]l and Colby (1993) wherethey state L e a

T

‘J

" “Hme was when banks cdnsidered their loan.s' and the bank bmla‘?ngs their | N

PF ’mafJ' HSSet. but not. anymore Ta&zy the abz!fg: ro f:se zm'bmzazzon mqy
be the mo.s'i‘ mporrant assera bankha.é » D

i

s

An example of tius is ngate bauk who dlﬁerennate themselves by bemg “ﬂze Aceountants o

Bank” . This al!ews them to enter P Iow nsk marlcet, offer ext:eptlenal service frem a central

y customers those who catry



pomt, and provxde ﬁnance w:th interest at Iess them pnme. Although not a ma_]or problem in |

- dtsclf, the author predxcts that t}wﬁ:m wdl be saturated with many mst:tutlons that will target .

o ’oecxﬁe profitable markets. This oould be compared to hyenas oha!lengmg a fion for a chance -
|t feedom‘hecmm&s" moreoﬁenthannottheydnvethehonoﬂ-‘ | e

. Wxth the traﬂmonal banks watiting to be all rhir;g:s 10 aII peopze” 4s weu s somal_ :

. responsﬂnhtles thrust on them by govemment pressure ‘they will be leﬁ to cater for the - -

L unproﬁtable masses, Income to- these “banks will decrease and they, ﬁ'om a pure economlc_' :

-'perspeotwe wﬂl be forced to downsnze their operauons, mamly from At mﬁ'astmcmﬁl-f o
-.mewpomt Thls, mtumm]lhaveasplralhnge&‘ect whlchmllfome more customers to Iea*fe . _: .

)| .

CharIes Haody (1996) predxcts tius where he reportl o

” “m nvenﬂeth oentmy will be Imom ‘as the centwy af I}ze
_-.-_mgamsatmz: .and_ we're seeing the mthermg of the employment
mgmmﬂon It woen‘f totally drsappear; but 1t wrll be Ir‘ea‘uced to an

o orgmmngoore

 The new ﬁnanclal institutiéﬁs that are evolving will 'have'delivery eoonomios far superiOi' o -
-'those of exxstmg retail banks, a8 well as oﬁ‘ermg consumers much greater convenience. They |

- willbe espec:a]ly attractive to younger and more affluent customers With stréngths like these, o
- they pose 8 real threat to tradltlonal ﬁnanelal institutions, In response, banks and other

established provxders will have to transform their branch-based delwery systems and at the'
same time make mvestments and bmld sk:lls in order to compete agamst these powerﬁ.ll new
: entrants '

: For bank’s it southern Afnca, who msh to service the mass market whxch cofisists of
' procﬂsmng large numbers of transachons at Iow costs, thls w:ll only be aolneved by the

; app]lcauon of mnovatwe information teehnology as well as the capabzhty of the banks to |
. 1dentlﬁr and explolt oppe"tumtles (Iohnston and Camco, 1988) ' ' o



. '-‘r}owever, in the Il'lld 1980’5, when thls use. of te::hno,logy was attempted to allow b::nks to
R ) conneot 1o petrol stai}ons and facfhtatv self service pq‘ecol dtspensmg, the gwenmlent _
N mtervened and put a stop to xt’s contmuanoe They did this as§ the lmplementatlon of thls .
- technology Would, have ehrmnated the needfor petrol atte.ndant& i B

- . The meansa‘msts naw to employ technology to serve the mass market but FbIB for example

B __ have been thwarted in attempung to lmpiement some uf pla.ns as the govemment mews the W

o mass deplayment of cash. ﬁispensers at the back of sorae brarickes to cater for the mass market : .. -
©° as ragist. This resalts mthese unproﬁtable custormers satllratmg the banlung ha]ls and czmmng _

 the hlgh net worth customer to avoid, and ultimately Mfer their accounts F irst Natm nal oL

'f'Bank suﬁ'ered ﬁ'om thls wheu theY acqmred ‘the majnnty of tﬁe provmmal gmrernmgnt S

accuuutsm1995 L Coe

R
Cowkr

'. -:'-'I'he newnnanclal mstttutlon looks nothmg hke a traﬂltmnal ﬁnanclal mst;tutmn It need have . _' PR

_ | nelther branches zor tellers, although it nught choose to set up !ow—cost bra;tches in busy {
- locatlons to handle customers who want personal semce It will provide consumers W1th easy
' access to's wide vanety of ﬁnancxal services ina smgle mtegrated account '

 The mformahon elements of thts revolutlon 15 already bec mmg a;\parent On the Intemet,
. bnnkmg is now possibie Institutions like First: Dallas Securities, Wells Fargo, AmenCard ’
Semces, Deutsch&Bank and Fu'st Seciirities all offer lnan and money transnussxon semces

' cnhne McroSoﬁ’s Bilt Gates, in his book, “The Road Ahead” mentmns an: eIectromc wallet ER

- which wnII facdntate electromc cash. Dozens of alliances have been struck between credlt card -
compames bankS, saﬁware houses and other mformatton businesses, mcludmg Mondex, Flrst' "

a-.,‘

' Virtual DigiCash and Cybmﬂasli\(lohnson etal, 1995).

¥l
i

: Ths abi]tty to captura, mtegrate and: dlsse:rﬁnatefmfonnat:on at extreme!y lqw oum -w;ll enable . o
. | iugbly custormsed marketing approaches and & ﬂurry of new product umovatmn Smart cards, |
- for exatnple may be used to search out the best lendmg rate ﬁ'om among a mhnber of‘_'_ _
-provldem at the time of sale, Integrated‘tcards could allow ssverai payment methods tobe 3
accessedfromthesamecard I S g |



| | Hawever, conmdermg the 1oﬂger tenn the bramh ofthe ﬁlture prOJect whmh FNB has now o
. N estabhshed may not be the soluticn. ClearlyFNB still see abankas a physlcal piace or lacatmn R '
- rather than a semae concept A type of paradlgm shift wluch allcws the physmal nature. of o
- E bankmg to be seen as secondary, is needed to grasp the maJur opportumtxes ofthe future 'z‘lus '. N

o wewmechoedbylohnsonetal (1993) where they assen 3

"The research suggests that mformanm technolow wﬂI ﬁmdamentaliy change how banlqu is.
. performed The work ﬂone ab Cresta is probably the ﬁrst step tOWar&s cop' thh the vel}'
_pmfound change which ﬂxe bariks 'mllf have to aceept in the Bhort fo. medl"'____ i
the govemment $ standpomt, ban‘ﬂng services w111 be devolved away from branches at far
" rmore mtelhgent automanc dewces ' : : W

o

T

S

J

\ o

oo oo
LR
e . i

R "I.miering elsqtronic charmels' on rop Qf branches is the wrong answer a,;« it 3-: .
resulrs in exfm co.s-t as ckazmels' mulfrp{y and can@!mgv ﬁses’” - L

= _'.:___technologywmrqvommsepmhngmawayahelmve)thatwmmaketheevoiunsn ofthe |
. CPC pale in companson. Banks mtemaﬂmally wnll neerl to spec:.ahse and dlﬂ‘erenuate
S ..themselvestomterforspemﬁcmarkew B S

.The need to remam competlt:ve, as WeII 28 the abl,hty 1:0 transfer money, untraced on Lhe S

s - Intemet,WIHrenderanyprotechm pomthegova-nmenthelpléss S
S

term., Inspxteof o

Tradtt:omil ;Hnanmal mstﬁutmns 5110“{@1 FeSPOﬁd to thv nommg threat bY redeslgmng tﬂelr

.‘-___-'13111511'3 dc{wery system, loclcmg i thék desirable ‘customers w1th remote- Gharmﬂs whﬂe .
- ...-:_.aggfesswelyshnnhﬂgthe;rbraachmﬁasnucmres They must but!d neWSkﬂIsandcapabxhn&s "
) mtelesemmng, mteractwetechnologlesanddatabasemarke;mg, e T

o _'The next step whxch the banks must ﬁce may well mvolve the a‘zontmn ofthe branch network % R
. .. -1tse]f and the creaﬁon of electromc networks wiuch wﬂl make ex*enswe use of strategm :



o

ﬂﬂmeﬁ with h ottr organmaﬁons, using thelr mﬁ'astructures An exampIe ﬁfthls, is that many y

petrol statmns now ha;ve mnvemence stores where the workshups used to ‘be Tb;s has Prcv edi'_l;‘. Sl

e

- “}

........

n -to be e*.stremely pnpular wzth the ehentele. and is far more pmﬁtable than the WUrkshop It‘ .
| : banks Wﬂl be. h‘.hn dimg mfast o f‘thelr cﬂsh a:fd Ioan Opemtlons mther wa the teIephone or .:::..: :
R fhrmgh 2 vanety of ATM type demes, why could the.se convemenoe stms ot dmpense..
- cards ur cheque books on behalf afthe banks FNB has a!ready a.n alhance \mth Score stores o E .- :

?‘:-:_:whohandlecashontbebanksbehaif }1

© . Whatiscearis that the bk of the medium o ftur,neve i th long: tom e Wlﬂ: Es
e .._be a\,]my dlﬁ'erent orgamsatlon to manage than ﬂ:le msnmﬁons whxch exlst tcaday S e

.”_
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Other Technologies in use or beang Developed by
the Flrst Nat:onal Bank of Southern Afrlca

| .Not only were 4 number of technologles unplemented mto Cresta as sthport tools, but a " |
. number of umque technologles were spawned by the branch of tho ﬁm.u'e amtlatwe Bxa:mples o

g ofthese Whlch are alreadya reahty atFNB are provxded below. K

B ll Cash PaymasterSemces L :

- Thls has been very SUCGBSSﬁﬂ m mkmg banking ro the people rt mvolvos armoured o

| vehleles wﬂh blometenc ﬁnge,r reoogmtxon dewces as well as modlﬁed ATM maohmes -

“ ""spemﬁcaﬂy modnﬁed to operate from vchmles This mltnatwe Pl"i“fl‘d"*3 FNB with 2 -'
- mobnle, secuire casly handlmg operauon, and has been pat'tlﬂlf&fly Succeﬂ“ﬁ‘l i the rural -

- a:easofsouthemAﬁmca. SR

. o

. The CPS systom has gamed :mmense popularxty thh the- prooessmg of govemment

'13"\*‘1"“jns s it has, through biometrics almos: ehnunated fraudulent clpirms by illegitimate o |
. users, Tlus system has also- many secondary spm-»oﬁ‘s to the poople of the ‘area. Aﬂ SR

examplo of this is the mforma] markets that have been establlshed This s where huwkers
) (infonnal traders) euher follow the mobile payment vehlcles and stop at each point to

offera vanety of goods, or set up at a particular point as a fixed 31to that operates fora- '

Rew hours on a few days; or for many hours each day, eﬂ’ectwely taking shapping tothe
- people These pomts of "trading are also hecommg social and medlcal centres and some

- have expanded into adult education. A few have evolved into pennanent sfructures o

actng as comnmmty centres (Tho Snnthsoman Innovatlon Network, 1996)

Aocordmg to FNB xmhal soepuclsm from the old,, ﬂhtera,te and non technology based' :
rural population tumed to absolute dofnght as the pensioners realised that they could be
pmd thelr full ponsmn ob a ﬁxed day overy month ST



L '.

. Contamer Bankmg

. __'-'.Due 1o the old apax%he:d whcxes many of the h'adztlonall? blackareas stﬂl suﬂ’er Wlﬁl a-’ E .-
- poor. mfrastructure. In an attempt to address this unhalance, Black entfepfenws S‘v‘f wp . .' .
_ _i}small shoppingmeas using shippmg cantamers Tc take advantage of thui np;pormmy, f SR

e _'-:FNBfollowed the me route?f) prowde bwc’ but appropnate bankmg aamces o the .

: _contatner stores, as well as it’s. castomers

ScoreStoms B _ : o . -

~Score stores is a supenmrket chain- w]nch operates nauonally wrthm South Afnca It"f"

. mainly caters for: the rural black populanon To econormcallr inorease represantanon N o
_'_throughout scuthem Aﬁ:ma, w:thout havmg to corlstruct Tighly cmtly and secure

o hrauches, FNB has Bntered mto a mutuallY beneﬁczal arrangemeﬂt Wlth Score stores "

o Score provides appromzately 10 square meters w:thm their stores to FNB at no cost, _
“FNB' then provide M counter, equipped ‘with & terminal a pin pad and recsipt . -

 printer which allows accounts to be opened, and WIthdraWﬂl receipts to be pnmed The

- “branch? withifi the store. does not handie any cash whatsoever, and is only used’ for-'_ S

attracting clients and generating withdrawals. Withdrawals are processed by the client

'__.._frecewmg a withdrawat slip (pmwdmg he has ‘sufficieat fands availsble) froms FNB,

o whmh he takes to the Score ti]l aperator who ex..hemges cash of goads fm' the recelpt

: _.-To ensure comp!ete ﬂexabxhty, F}IB can operate from the most desolate areaS, whereby_. = |
o def:mcny is suppl’ed by generator’ and telecommumcatm ns lmks pruw d ecl by stelife, o

o '-"'M"bﬂe ATM fa"‘hﬂe’i operatmg mthm B slnppmg contginer have been i m use with FNB R "
o : ﬁ)r snme ume, and they hava aclnevad favourable samgs by bemg able to mova a" | RN
mntamea'towﬁcusdestmatmnsasandwﬁmmqwed S T

| '_--The advantage to FNB is that they are able to provxde mcreased represematmn at- o

__ - extremely low aost, and as. ﬂus type branch does tiot handle cash, the risk of loss and the - 5 _
- :wcpense of secunty is ehmmated Although Score. stores do accept the nsk of cash L



handlmg, tins problem generally emated for them anyway.‘ Soore now have the beneﬁt of-- B

havmg a dedrcated brasch within their premlsos, where FNB s ousbomers are eﬁ‘ectrvely .

. uedmtohuymgatthoScorestore B

. ‘:.'...

Wholesale Drstnbutmn S o SRR
| In the current omne ﬁlled enwronment in South Aﬁlca, Wholesale Djsmbuters face_ s
'- untold risks and miassive financial losses through mostly robbenes and truok hijaelnngs:-' -

as a result ofpash Bemg physrcally tranSported

In an attempt to manage thrs nsk, smartcard teoimology is bemg lmplemented by all the._ B
mor Bank’s Thrs allows the transporter 10 eﬁ:‘ectNely oany cash usmg a portablo'" |
i smartcard r'eader on l:us Vehrcle On receipt of the goods, the retaller can e:&‘ectwely 3 _

o transfer funds reaI tnne to tho wholesalers aooount, eﬁ'eotwely paymg cash oh delwery | o

umng“wrtual;;ash” S I

- Commltment and support are bemg oﬂ‘ered by the Wholesalers, retaxlers and m erchants___' SR
- who urgerrtly requrre these bankmg smarl:card solutions to eradn:ate their esealatmg nsks -
' assoclated with. oash d:stnbutron. The market has \mtnessed eorporate wholesalers, such -

as S. A. Browenes, Barlows, Promler and Suncrush, oﬂ'enng substantlal addmonal o

ﬁnano:al mcentwes to entice retaﬂers, ofall levels to use the new peymenl; meohamsm

These ﬁnancral mcennves have reached all parts of South Aﬁwa, mcludmg refote areas
of the Northem Transvaal Ga Ranhlwa and even the Transkei. Previously scepﬁcal and

in many cases unbanked bumnessmen, are now seemg the advantage of allowmg FNB to _ o

manage therr husmees accounts

Naturally, banlds facilrtres Wlll onange in order to accommodate thrs new market FNB'.

expeilenoed 4 reduction i in large cash deposnt&, which bas resulted in less costs for the o
bank il ‘having to process and . secure these- large deposrts Moreover, FNB have .

mtneszr.ed how Nechr have substantrally reduced cash deposrt fees, gervice fees, R
allowed easier aceount qualxﬁoauon and redueed acoount elomres. In addmon, braﬂches- | o

7



| have been rea.d_]ustod to prowde maxlmum chent serwce and addmonal Treag“ry B ulk L
o Depots have beea buﬁt to accommodate their larger cash paymg chents S _.

- Frrstmrect - - . - .
Althougb, tlns Semee was 1mt1ally launched to the hlgher moome braoket, it s

B | mentioned as it uuhses technology to prov1de 4 hlghly convenient f'orm of bankmg inan’ ST
L eﬁicient and eﬁ’ectwe manner, The Farsthrect operatlon hand!es a vane’ty of enquiies -

. that row from the base of emstmg and potentlai subscribing customers In addmon, calls y b

10 1 thzs aroa result ﬁom traditional advert:ang and when a ca.ller responds toswch -
| _adverhsmg thore is an estabhshed interest in the product or sérvice that generated tho R

- "'call.'-"-__,;:_.__ .

| | -Th:s operatl,on requlres a hzgh degreo of courtesy and efﬁcxency and the knowledge aﬂd o |

- _know-how to resolve a pfobiem supported by complex mteraonvo computer systems

U Itis also nnportantto note that the South Afnoan bankmg sector has made extensive use '_ '-

_ _of mfonnatxon ’technology for quite some time:. South Aﬁ-ioan banks have been

compm'omed smce about 1964 ‘The computor banking sySteJns in South Aﬁca are

E generally regardod as being among the most sophlstxcated anywhere in the WOrld w1th L
banks mcreasmgly turnmg their attention to onportumtles for achlewng competltwe' e
- advantage through mformat:on technology (Bakos and Treacy, 1986) The banks are in i

constant compotmon to be seen as mnovatlve atld markot leaders in the use of
mfonnatlon technoiogy ' '

The elaborate nature of the mfonnauon toohnology is ewdenoed by the intricate and user _
fnendly eustomer mter&oes aswe]l as the on-line clearanoe ofnegonahle mstmments Many of -
~the bauks have rea!—tlme update capability for thexr own customers Furthennore, Fmst__ B

- _' ‘National Bank has been named one of the world's top 100 users of mformatton technology by

'ComputerWorld Magazme in May 1995 and for. theu' CPS system, FNB reoelved the
. Snnthsoman prlze for mnovaoon in the 'Finance, Insurance and Real Estate category in June '
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