Section 6.0: Process Management

The Process Management section of the MBNQA criteria addresses how an organization
designs, manages, Measures, and improves key product and service processes. This section
also focuses on how an organization designs, manages, measures, and improves key business
and support processes.

The key goals of this section are to:

1. Examine the key processes of Remodeling Designs, Inc. and Case Handyman
Services, specifically:
a. Product and service processes
i Design processes, production processes, and delivery processes
b. Business processes
i. Nonproduct/nonservice processes
¢. Support processes
7. Fxamine how Remodeling Designs and Case Handyman improve their product
and service processes, business processes, and support processes.

This section was created by Luke Parks, Chris Dolan, Erich Eggers, Mike Cordonnier,
and Donna Summers.

S ¥ A Process Management Questions

1. How would you define process management!

2. What are your key processes?

3. Can you name the key processes involved in Remodeling Designs/Case
Handyman, from the initial contact with the customer to the finished project and
the customer’s final billing?

4. How do you and/or your associates establish and retain an effective communica-

tion channel between yourself and the customer!

. How do you measure your key processes to ensure that they are on schedule?
During these processes are there any particular s ilestones” established in order
o ensure that everything is headed in the proper direction!

6. If an error occurs in one of your key processes mentioned earlier, what is your

process to handle the error!

7. Does your organization use any particular strategies to facilitate continuous
improvement! Any particular methods?

8. What is your process to set your job schedule? Do you use standard time data from
past jobs?
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9. What is your process to receive feedback from your employees, such as on-the-job
problems? Do you use surveys?
10. Does your organization have a well-developed strategic plan for process improve-
ment set for the future? If so, how do you fit in the picture as a leader, and how do
you keep all members of the company aligned with this plan?

6.0 Process Management

6.1 VALUE CREATION PROCESS

Remodeling Designs and Case Handyman concentrate on the areas of customer satisfac-
tion, communication with customers, communication with employees, hiring exceptional
employees, and technological advances. However, current business practices do not allow
for continuous improvement because in most cases the company’s key processes are not
clearly defined. When a process is not well defined, it cannot be repeated and the cycle
times cannot be tracked, preventing Remodeling Designs and Case Handyman from reach-
ing their fullest potential.

Remodeling Designs and Case Handyman put customer satisfaction above maximizing
profits. This approach is both a strength and a weakness. With a better understanding of
their processes and how to manage them, they will be able to enhance customer satisfaction
while increasing profits.

6.1a Design Process

The design process begins with the sales call and continues through preliminary plan
development, preliminary budget preparation, project cost estimation, design finaliza-
tion, material selection, scheduling, final budget preparation, and construction (Figure 1).
Leaders of Remodeling Designs and Case Handyman realize that although a basic
process can be carried over from job to job, every opportunity is unique. Due to the
very nature of their business, customer requirements are different for each new job.
The single most important purpose of the design process is to please the customer. The
companies believe in taking a customer’s dreams and turning it into reality. Remodel-
ing Designs and Case Handyman concentrate on this goal and take advantage of
opportunities to improve the design process. Recent software acquisitions have changed
business practices for everything from labor cost estimation (Case Handyman) to inte-
rior decoration (Remodeling Designs). The new software also facilitates customer
communication.

Remodeling Designs and Case Handyman can improve their design process by
mapping the process, determining where non-value-added activities exist, and removing
those activities. By comparing cycle time information from project to project, they
can learn which methods are effective and which are not. Currently, because of their
lack of a clearly defined process, cycle time information is not used to enhance process
performance.




depy ssaoold aseyd ubisag

| 24nbi4

UBLAPUERH B5BD) 1B
yal3 of oju) qof g

fuediuos Huyepowal
19YJ0UE 10}
S8LIEES JOWEISND

ueReRIeS HO

depy s$8201d
wnioads 1500 oy sopes
10 spus jog Buusaco
saanewae ubisap

qol HO Jo g
[aPEIELT]
ajeaso salfiayens

ue s )l Jayiam

sapioap Aljsx
depy ss8301d

uoyoa|ag ad
3y sjpwnsaubisap resodoud
Alquassy shed pue uBisap 13UI0)SND BU LM ¢
lapug ewaalbe ubisap sidsooe oles ay) 196 0} Japio g sjep qol
ol gjsy ® sufiis Jawoisng L0jsnn Ul seiBalens SaEs i r_m paseq .Mmm_u_ﬁ
dojanep uayy Aay) siy dojsasp ASUL

UOIESIBAU0D
auoyd (2
sy} yBnoJyy ydeouoa
1welold eiouab
B sulz|qo ays
1ebpng Aeulunead
juasaid pue awoy
aU} O} ISIA [R5 U
exw f)jay puz YN

Anua i1 auy

ey} yum Jepuiq qol
(Y ue sajesia Allay

HO alBusy

1 siayenbpesy
HO/QY e S|E0
safes sans08l A|[9y

ey pue sy

S|[B0 S3[ES
sjriauah salfiajens
Bunayiely




(Ponuuoo)

aoualajey

uosmag

ysej oiseq

dajs Jofew

JoRIUOD
saso] 150 gy

j08.3U00 subis
18WoIsNg

SHIN
Ag payeip €1 j9RIU0D

I PUE BN

sulfiog
ssaoosd uonon

Wid Aq pajeain o1
106pnq 1o8lo.d [BUI4

ioqet
suny Bet eusiEy
UORONYSUCD
sjuaie
isapnjoun

USIELLIOJUI PRINPEYDS

@Gm_.e d

el
1)
siguiqED
sday sounoy
:se yons sajfls pus §10[03
BLIS0OLD U1 JBLICISND LM
SqI0M ((JH 01 18U pajeao|
solpjo) Jeubtsap Jousyu)

sdi|s s81es ay} Yim
Buope sapuly joafosd
au) urisI sRUSER

nd 971 pue Xt

5j500 pue sanuenb

aui o I yim

way Agq pasedaid 51
1511 [BUBVEY JEISER

S U anpayos
eigaia iaadizo
pes| pue ‘i e

peg) Ag suop
uoroe|es [BusiEp

{sjoaloid
abie| Joj usLusyelp)
sBumep Qo
Jo 185 sdojaasp &I

anjewa)e
ubisap Buapowas
B §}03[35 IaWoisny

SjusLIINSEAW
AU L 151SSE 0F
UBLLSHjRIP B S3UIY S
‘josloid ejeos ebie g

lspuiqu
slewnse sind sy

Tuatsbeuep sy
sroday ssouboid
sajey J0geT
sapnjou|
S Aq pejqLusssE
190yspeeids ooy

Jgjuadiea
pEe| pue sy Ag
135 eJe suopeojads

7481A8) pUB SanyeLIa)E
ufi|sap ssnosip
0} a4 1B 139w Jaluadies
pes) pue ‘sl Yewaisny
Bugesy pig

undenig Bugsiza sy
Jaro aoeid 0} Jawesna
ayy 10j Jaded juaiedsuel)
Buisn seanewae
ubisep sa1ead ayipy

gy Buisn ued Joo))
Bunsixa sajealo ey

SiuawaInseali
ugjd Joo)) Bunsixa piooas
pue ays qof o} |aaen
I1a1uadieD pea) pue SyEN
:Bunaal puz

1507 103i01d 40 95E)

ABpulq W saulEy
prooas By pue Aliey

saonualdde
pue 1ajusdiea
pes| s108[95 NI

uoneing joslold

8233 qop

Ayreuosisy ‘diey peaq
WBLWIUONAUT 340/
AjjBuosiad Jawo)sng
‘apnjoul BLBID

Bl18)11D SnoUEA
uo paseq 1aafosd auy

ey puE Jsjuadies

oseyd uoneunsa
sioyue oefoid

10f [ouuosiad 85004D
BN W PUB BN

| oaniip-



PROCESS MANAGEMENT

6.1b Production/Delivery Processes

Key production and delivery processes include the assembly of the production binder,
communication with the customer, budgeting and cost estimating, and scheduling. The
key performance requirement is customer satisfaction. Several methods are in place to
ensure the performance of these processes. Two-way communication with the customer
takes place through the use of daily logs kept at the job site. These log books have space
for the lead carpenter and the customer to leave notes to each other about questions and
concerns (Figure 2). All employees are issued a cell phone and thus can be easily con-
tacted during business hours. Effort is taken to contact the customer daily to keep lines of
communication open.

Lead carpenters inspect the job site daily. Each Tuesday, members of the production
team meet to discuss their project to ensure that it is on track. One area where Remodeling
Designs can make improvements is in communication between lead carpenters. Since these
individuals can learn a lot from one another about methods improvement, current business
practices should be changed to allow for greater communication between lead carpenters
working on different jobs.

6.2 SUPPORT PROCESSES
6.2a Business Processes

Business processes are one of the many strengths of Remodeling Designs and Case
Handyman. Key processes include sales and marketing, billing, and warranty. Their sales
and marketing techniques have enabled them to expand their influence in the market.
The matketing of Case Handyman is done through two main avenues: the Yellow
Pages™ and customer referral. Marketing of Remodeling Designs is primarily through
referral. The key to the sales of both companies is communication with the customer.
The customer is treated with courtesy, respect, and attentiveness. Marketing effective-
ness is measured with surveys asking how the customers heard of Remodeling Designs or
Case Handyman. The survey provides feedback as to which marketing techniques are
offective and which are not. The marketing and sales processes have been modified based
on this information.

The billing and warranty processes are not mapped and have experienced some difficul-
ties. Customers pay one third of the estimated cost of the project before the project begins
(when the contract is signed), one third when the project begins, and one third when the
project has been completed. Completion of the project refers ro satisfying the customer and
interwining the billing and warranty processes (Figure 3). Remodeling Designs goes to great
lengths to make the customer happy, sometimes at the expense of their profit.

6.3a Support Processes

The main support processes are the communication between employees and the hiring of
new employees. Remodeling Designs and Case Handyman are proficient in these two sup-
port processes. The communication process has one basic requirement: It must be a short
process, with as few steps as possible. This requirement was voiced by both employees and




Remodeling Designs, Inc.  Daily Log

Name: Conditions: Fair__QOvercast__Rain_ Snow._

Job Name: Temp.: 0-30_30-40 __40-50__50-60__60-70 70+

Date: Other Observations:

Inspections: (P=Pass F=Fail)

Plumbing Electric Framing Insulation Foundaticn Final
| Other.

Labor on Site: Company Total Hours Work Gompleted

Subcontractors:

RD/CH
Employees

[ Daily Safety Inspections:
‘Eazards Identified: Corrective Action Taken:

—

Calls Made Discussion/Results

—

Homeowner Communications: (selections, additional work authorizations, changes, etc.)

Figure 2 Daily Log
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PROCESS MANAGEMENT 351

customers. Employees utilize cell phones so that they can be easily contacted by fellow
employees, the lead carpenter, or customers. The use of on-site log books also enhances the
communication process.

Human resources is in charge of the hiring process, a critical process because employees
at Remodeling Designs and Case Handyman have great autonomy in their jobs. The qual-
ity of the skills and the knowledge of these individuals is key to a great remodeling or repair
job, and thus customer satisfaction. The hiring process is fairly standardized, but it has not
been mapped or studied for improvement opportunities. A new employee “pitch” book is
used during the hiring process. This picch book explains the direction in which the com-
pany wants to head and the performance measures they use to evaluate their progress. It
also provides succinct information about what Remodeling Designs and Case Handyman
expect from their employees. Current employees participate in the hiring process. During
interviews they are asked to evaluate the potential employee for both technical and social
skills. Since the company is not large, everyone must get along. Each new employee has a
two-month probationary period during which their skills and their ability to fit into the

organization are judged. The hiring process is shown in Figure 1 of the Case Study in
Chapter 7.




Chapter 15 CASE STUDY

Section 7.0: Results

The Results section of the MBNQA criteria addresses an organization’s performance and
improvement based on the results of customer-focused results, operational performance
results, human resource results, and overall organizational effectiveness.

The key goals of this section are to:

1. Examine how Remodeling Designs, Inc. and Case Handyman Services measure
their performance with the aim of achieving a high-performance organization in
the following areas:

a. Customer-focused results
i. Customer satisfaction
ii. Product and service performance results
. Financial and market results
. Human resource results
i. Employee well-being, satisfaction, and development
ii. Work system performance
d. Organizational effectiveness results
i. Citizenship, production, and other measures of effectivencss
. Examine how Remodeling Designs and Case Handyman improve their business
performance.

This section was created by Erich Eggers, Mike Cordonnier, and Donna Summers.

Results Questions

1. What measures are critical to your ability to run a company? What absolutely
must succeed on the bottom line in order for your company to be successful?

CUSTOMER-FOCUSED RESULTS

2. What levels and trends do you use to measure your critical success factors when
dealing with customer satisfaction/dissatisfaction?

. How do you compare your customer satisfaction with competitors’ levels of
custormer satisfaction?

. What are your current levels of and trends in key measures/indicators of
customer-perceived value, customer retention, positive referral, or other aspects
of building rapport with customers?

- How do you measure your service performance that is important to your
customer?
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6. How does meeting your customer needs integrate into your business results as
shown on your bottom line?

7. Has your improved ability to determine the needs and wants of your customers
translated into improvements of the bottom line?

HUMAN RESOURCE RESULTS

8. How do you give your employees empowerment— that is, the authority and
responsibility to make decisions and take actions?
9. What are your current levels of and trends in key measures/indicators of employee
well-being, satisfaction/dissatisfaction, and development?
10. How do you keep track of your employee-to-customer relationships?
11. Does your company have a reward system that reinforces customer-focused
behavior! How does this show up on your business results?
12. Have your personnel policies and reward systems enhanced your performance as
exhibited by the bottom line?

ORGANIZATIONAL EFFECTIVENESS RESULTS

13. What type of process does your company have to ensure that it is focused on a
continuous improvement cycle, prevention, and business excellence?

14. How does your company practice good citizenship? Is it reflected in your business
results?

15. How do you measure the accomplishments of organizational strategy? In other
words, if you completed a job a certain way and it was good, do you keep track of
how you did it?

16. How do you measure the operational performance of key design, production, and
support processes?

7. Overall, have your business results been used to measure the gap between what
you said you would do and what you actually accomplished?

7.0 Results
7.1 CUSTOMER-FOCUSED RESUILTS

7.1a Customer Results

Remodeling Designs and Case Handyman believe that there are four keys to excellent cus-
tomer relationships: communicating with the customer, doing what they said they would
do, doing whatever it rakes to get the job done, and keeping the job site as clean as possible.
They perform extensive customer surveys to measure customer results. Figure 1 shows the
Valued Client Feedback form they use. Repeat business and referrals are essential measures
of business results. Over 70% of their business is repeat or referral business. They often find
themselves in a “noncompetitive bid” situation because customers are so pleased with their
approach to remodeling and repair. They also use warranty claims as a measure of customer
satisfaction.




Remodeling Designs, Inc.
= 482 Windsor Park Dr.
G Dayton, Chio 45459

937-438-0031
Fax: 937-438-0501

VALUED CLIENT FEEDBACK

<<FirstName=>> <<LastName=>>
<<Address>>
<<City>>, <<State>> <<PostalCodes> November 20, 2001

Dear <<FirstName>>,

Thank you for giving us the opportunity to work with you on your remodeling project. We take pride in our work and are constantly
striving to maintain our high quality. Qur company is guided by our Mission Statement:

It is the mission of Remodeling Designs, Inc. to provide the highest quality, personalized and comprehensive
design, planning and remodeling services to discerning clients in the Miami Valley. Building upon our
already established repufation for service above and beyond the client’s expectations, we will continue to
demand the best of ourselves to ensure our continued growth and success.

Would you help us by taking a minute to answer the following questions?
(5=Strongly Agree...1=Strongly Disagree)

The Salesperson | worked with was knowledgeable and competent.

The Designer | worked with was knowledgeable and competent.

The Craftsman | worked with was knowledgeable and competent.

1 felt | received a “good value” for my remodeling dollars spent.

Remodeling Designs, Inc. set realistic expectations of how my project would be handled.
| felt | was treated according to the Golden Rule: Treal others as you want to be treated.
Remodeling Designs, Inc. “did what they had to do, to get the job done”.

The averall remodeling experience, from beginning to end, was a good one.

1 would recommend Remodeling Designs, Inc. to a friend.

oo oo ao
[ N O O N N N
W LW Wwnwe
RO DN N
S OGN =t el

We invite you to write additional comments.

P

<
X

NATIONAL

i REMODELING
QUALITY
AWARD

May we use your name as a reference on future jobs? YES

www.remodelingdesigns.com  E-Mail: remdes @ remodelingdesigns.com

We Design, Plan & Build Your Dreams

Figure 1 Client Feedback Form
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7.2 PRODUCT AND SERVICE RESULTS

Remodeling Designs and Case Handyman believe that their four keys to excellent customer
relations contribute significantly to their business results. They are well placed in the mar-
ket. Their product and service differentiator is that their clients want and their companies
provide excellent service, unique design skills, and high quality. Remodeling Designs and
Case Handyman have experienced very few complaints concerning the products or services
they provide. They believe this is due to their judicious use of daily logs to maintain contact
with their customers during construction on the job. The most frequent negative comment
is that the job took longer than expected. They are engaged in continuous improvement
efforts to complete the jobs more quickly at the same level of quality.

7.3 FINANCIAL AND MARKET RESULTS

To track their financial and market results, Remodeling Designs and Case Handyman uti-
lize two measures: fiscal performance and project performance. Fiscal performance is indi-
cated by gross profit and net profit. The cost of each job includes a gross profit of about 15%
on each job and an additional 45% for overhead. Project performance is measured long
term by tracking their repeat and referral rate. Over 70% of their jobs fall into this category;
over one third of all new leads are generated from repeat and referral business. The average
job size for Remodeling Designs is $60,000; for Case Handyman it is $2,000. They were
recently ranked in the top 10% remodeling businesses by the National Association of
Remodeling Industries (NARI).

In 1999, they won the Miami Valley NARI Contractor of the Year Award for Residential
Bathroom $30,000-$60,000. At the same time, they won the NARI Contractor of the Year
Award for Residential Kitchens $30,000-$60,000. In 1998, they won the National
Remodeling Quality Gold Award for Companies under $1 Million Volume, as well as the
Miami Valley NARI Contractor of the Year Award for Residential Kicchens over $30,000.
In 1997, they won three awards: the Miami Valley NARI Contractor of the Year for
Residential Interior Remodeling, the Miami Valley NARI Contractor of the Year
for Residential Kitchens under $30,000, and the Better Business Bureau Eclipse Award for
Customer Service-Small Company. In 1996, they won three awards: the Miami Valley
NARI Contractor of the Year for Residential Kitchens under $25,000, the Miami
Valley NARI Contractor of the Year for Residential Kitchens over $25,000, and the
Miami Valley NARI Contractor of the Year for Residential Interior Remodeling. They also
won the Remodeling Excellence Award for Kitchen and Bath Remodeling in 1995 and the
Miami Valley NARI Contractor of the Year for Residential Interior Remodeling in 1994.

7.4 HUMAN RESOURCE RESULTS

Remodeling Designs and Case Handyman measure their employees’ satisfaction by using an
Employee Review (see Figure 2 in the Chapter 7 case study). This review asks how the
employees feel about their work, what they would like to see changed, how they would like
to progress in their career and so on. Since they are a small organization, leaders are able to
take the time to regularly communicate with individual employees to ask them how they
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are getting on with their work and whart improvements could be made. Employee satisfac-
tion ratings are high and their turnover is essentially zero.

Remodeling Designs and Case Handyman are interested in employee development. They
pay for their employees to take courses leading to Certified Lead Carpenter designation. After
an employce has passed the course, Remodeling Designs pays him a $100 bonus, as well as
increasing his hourly wage. They are willing to pay for any appropriate courses at a college,
adult school, or vocational school. Currently five out of seven of their carpenters are Certified
Lead Carpenters. These efforts maintain a high level of skill within their workforce.

Employee performance is measured through the use of the Customer Qualiry Audit feed-
back form (which differs from the Valued Client Feedback form}. These forms are considered
to be the report cards for the lead carpenters, and they provide a “snapshot” of the carpenter’s
performance on a particular job. The carpenter’s time spent on the job is also tracked as a
measure of productivity.

7.5 ORGANIZATIONAL EFFECTIVENESS RESULTS

Remodeling Designs and Case Handyman have a grearter focus on the customer than on
their own business results. Their current effort to improve organizational effectiveness is
focused on studying their processes to determine whether they can complete their jobs in
less time. They hope to identify non—value-added activities and remove them from the
processes. They have set a goal of 40% gross profit on a job; they are now at 37%. They are
also studying their support processes to determine their effectiveness. Another process
under study is the advertising process. Currently they spend 4% of their total income on
advertisements in home shows, on television, on their website, through mailers, and so on.
They are also investigating their suppliers to determine whether they offer the best price
and timely delivery.

The companies’ strategic planning process and deployment need to be reviewed.
Alrhough the companies have created an organizational strategy, they have not acted upon
the strategy. Organizational strategy is critical to the life of the companies because they are
still considered young companies in a business where companies fail easily.

7.6 GOVERNANCE AND SOCIAL RESPONSIBILITY RESULTS

Remodeling Designs and Case Handyman practice good citizenship by participating in a
variety of community events. They sponsor local softhall and haseball teams. They partici-
pate regularly in Christmas in April, a work project for people who are in need of home
repair but cannot afford it. They took part in Rehabarama, a projecr in which eight homes
were completely remodeled in an inner-city neighborhood in order to help start revitaliza-
tion in the community. They are part of the National Ramp-A-Thon program, a group that
builds wheelchair ramps throughout the community. Remodeling Designs believes in giving
back to the community they live in.




