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CHANGE AND ORGANIZATIONAL TRANSFORMATION

ELEMENTS AND PERSPECTIVES IN THE BPS

The purpose of the current document is to offer a conceptual panorama on Organizational Change processes that have been arising in the BPS, since the in force starting date of the new joint social security scheme in Uruguay.

A  way of thinking about Organizational Change will be presented, same which differentiates change actions directed to operative processes from those actions directed to organization transformation. Although both components of Organizational Change will be presented as if they were separate entities, they really compose different parts of the total organizational change model, which is intended to be implemented for managing the organization as a dynamic and integral system conformed by interdependent elements, directed to the fulfillment of its mission and objectives in the social security field.

Finally, the critic role that High Administration must carry out in aligning both change actions (changes on operative processes and changes for the organizational transformation) is analyzed for optimizing the organizational change process, which generates at the same time, the need of its own evolution.

CHANGES IN OPERATIVE MANAGEMENT

Starting from 1995 the BPS began a change process which we can visualize, for analysis matters, as two waves of changes, even if  they are both consecutive from a conceptual point of view, they can chronologically overlap in time in some of their projects.

The first wave of changes

The approval of Social Security Reform meant for the BPS a double challenge:

· Instrumentation of required systems for the new social security scheme’s functioning, basically the nominative contributions collecting system and, the distribution system of personal contributions to the AFAP (Administradoras de Fondos de Ahorro Previsional)

· Instrumentation of informatics and communications procedures and infrastructure, that the implementation of the mentioned systems would require.

In like manner, the BPS understood that the accomplishment of its role in the new social security system presented an opportunity to begin with a management improvement program, essential for an organization which was visualized – externally as well as internally – with important management scarcities, lack of criteria homogeneity, absence of coordination, with a more corrective than prospective acting style, in sum, highly bureaucratic.

Finally, since the beginning of the process, decisions were adopted referring to the mission and organizational vision, role redefinition of the Directorate and General Management (whose provision is made effective for the first time in the structure) in leading and management matters which constituted the frame of decisions referring to change actions, in a way that everyone in the organization would develop a shared comprehension of the organization and its expected development.

This first wave of changes (1995-1998), was brought into conformity with a union of projects (see chart I) through which it can be affirmed that the BPS learned to manage change projects in an effective way. Yet, at the time of being management improvement projects – as we will see- they also set up the basis for the beginning of organization transformation.

CHART I.
CHANGES DURING THE 1995-1998 PERIOD 


I. REQUIRED FOR THE REFORM IMPLEMENTATION

· To establish and carry out record of affiliations and options of scheme and of AFAP

· To establish and carry out the calculation and distribution to the AFAPs system 

· To adapt the settlement and benefits calculation procedures into the new Law’s requirements

· To spread out externally and internally the new scheme’s dispositions 

· To approve internal standards required by the new Law

· To propitiate dictation of the external regulation required by the Law

· To train BPS’ public officials within the Law’s dispositions 

II. REQUIRED FOR IMPROVING THE BPS’ SERVICES LEVEL IN ORDER TO FULFILL WITH EFFICACY THE RESPONSIBILITIES ASSIGNED BY IN FORCE STANDARDS

· To create the persons’ corporative basis with unique identification of all their bonds with social security system

· To adapt systems for updating the persons’ corporative basis

· To establish and carry out in proper time and shape the record of nominative contributions collection as a basis for work history and distribution systems
· To acquire and introduce Informatic equipment for empowerment, migration of applications and redistribution of recent technology hardware

· To install the data communications center and web monitoring 

· To decentralize tasks to the Interior, based in its informatics register: the contributors record and interconnected localities payments, data entry, etc. 

· To train on procedures and management instruments

· Benefits payment by number of identity order

III. REQUIRED FOR STARTING THE BANK’S TRANSFORMATION PROCESS 

· To improve the institutional image in an internal and external level, informing externally and internally about the BPS’s management will 

· To develop the decentralized collecting system in Montevideo

· To develop the retirement payment system by direct credit in financial institutions all over the country

· To establish and carry out the telephone information system throughout the country

· To fortify the family allowance payment system by enterprises throughout the country

· To compile and systematically order the in force right regulations which rule over the organism’s activities, specially those referred to benefits and collection.

· To coordinate decentralized units from the different management areas

· To develop the human resources system

· Provision of positions by opposition and merit contests

· Issue of Unique certifications by telephone procedures

· Primary modules of the management information system

· Contributors Personalized Management System

· Supplies System

· Implementation of the Consulting, Assistance and Claim Unit of Active Workers

· Introduction of the new Administration Procedure Regulation

The second wave of changes

This second wave of changes 1999-2001 was oriented to the improvement or installation of new management operative systems, being strategic projects oriented to basic benefits and collection units (see chart II). The improvement of management as much as the organization’s transformation were considered in those actions, continuing in this last case with the use of informatics technology as a transformation element, as much for internal processes as for relationships with clients.


CHART II.    CHANGES DURING THE 1999-2001 PERIOD 

· Re-engineer of Benefits

· Re-construction of labor history previous to 1996

· Social lending system to pensioners for old age and disability

· Decentralization of payments in Montevideo and the Interior

· Health coverage for passives with lower income

· Implementation of reforms to the Family Allowance Law

· New Workers Affiliation Management System

· New Mutual Affiliation System

· Integral informatic system for health management (in process)

· New Client Service Analysis and Investigation Studies

· Empowerment of Internet-Intranet Service

· Millennium Change Project

· Strengthening of social programs for Older Persons, Disabled Persons, Social Tourism and Housing

· New nominative contributions collecting system
· Financial and Budgetary Economic System

· Strategic Planning System

· Strengthening of the Budgetary System

· Paper Files follow-up system

· Auditory of information systems and Informatic systems 

· Direct Buying System through work-flow

· New benefits payment emission system

· Re-engineer of ATYR (in process)

· Improvement on information systems for contributor 

· Empowerment of the telephonic attention service

Conclusions about change actions:

· The contents of change processes:

- 
most change actions had the purpose of changing operative management systems, focusing in its Informatic systems as impellers for attaining change in general within the existing organized structures. These processes were accompanied by training actions for personnel in charge of systems.

· Toward the end of the analyzed period, changes on planning and budget systems were incorporated, a new macro structure of the BPS was established, same which clarifies the organizational commitment with new functions, (client service and improvement of processes, strategy planning and management control, human resources). Also, in this case, it refers to actions – which as we will see – are integrated to the organizational transformation process.

· Administration of changes:

the administration of projects was delegated to special teams of projects bonded to management systems areas, except in the case of required changes by implementation of the Service Reform in which a central team was constituted for its administration.

· Methodology of the change process:

basically the continuous improvement approach was used in a way that, although resulting systems did not mean drastic changes on normal practices, (except in those cases of Reform implementation, in which legacy systems did not exist, and in the benefits project) changes in such practices looked forward to make an impact on client attention and control improvement, and information availability for operations administrative control, (also part of the transformation process)

· Changes sequence:

changes were established by projects within the general frame of the vision due to resources and time matters, (although the different phases were overlapped in certain occasions). This restriction affected the integration of systems (which should have mended with additional efforts), the same way it generated the competition of projects for scarce resources (mainly human resources), which in occasions impacted its originally programmed development. 

· External Assistance
in almost every project the external assistance was used as a way to make its fulfillment possible, basically in the referred aspects of development and operation of systems, leaving the establishment in charge of the BPS.

· Participation of public officials

persons of the organization are the ones who in the last instance determine the change’s destiny: in our case, participation was unequal referring to acceptance of systems and variable relating the different phases development of the projects, resistance to changes was generally diminishing, succeeding in its acceptance as the time went by and within its production.

· Resources availability:

In the analyzed period were used financial resources, required for future engagements,  which meant a sensible augment over investments that the BPS was making in the past, mainly on Informatic matter.

The last five year period of the 90’s will be considered an inflection point in the evolution of the BPS: projects are clearly fruitful, and actions of the BPS are generally more efficient and effective than, when changes started, having implemented the Service Reform in a successful way.

THE NEW CHALLENGE: ORGANIZATION TRANSFORMATION

As we just saw, since 1995 with the approval of the new social security scheme, changes in the BPS have occurred in a constant way, introducing new systems or changing the existing ones into the organization. In the same manner, concepts which at the time were not common, and they are now, began to be managed: mission, vision, client, focus on substantive activities, intense use of informatics as a change strategy, mediation of activities, training of human resources. Concepts which were controversial – client, mediation of activities, concentration on substantive activities – are nowadays a common place in management.

Changes made and the ones in progress will be our argument, -however- they do not assure by themselves transformation of the BPS into a high efficiency institution.

It is now required to move toward a higher level: the ability to accept and to deal with change goes hand to hand with turning into a high efficient organization, to transform the organization.

To transform organizations is relative to help the entire community confront their most important changes, in our case the ones related to social security. The case of social Security Reform in our country shows, precisely, in an authentic way that public politics require institutions capable of carrying out its implementation and, therefore, transformation is not only an administrative action.

While political decisions play a key role, organizational transformation is essential for solving these problems.

To make the transition from the current organization into a highly efficient one is a task for the whole organization, and a particular challenge for the High Administration (political and high management levels).

Which are the new organization characteritics

Transformation is relative to creating organizations which are constantly seeking ways to be more efficient, efficacious and effective.

It is not a synonym of political reform, reorganization, elimination of corruption and frauds, of downsizing, mediation of activities or cost diminishment, (even though some of these elements can be integrated in the transformation program).

Osborne and Plastrik define “re-invention” as (term which we will be taking as a synonym for transformation) – the fundamental transformation of organizations for creating a dramatic increase in its effectiveness, efficiency, adaptability and capacity to create -.

Transformation is replacing organizations and bureaucratic behavior by organizations and enterprise behavior. It is all about creating public organizations and systems which usually innovate, which continuously improve their quality without having the need of being pushed from outside. It is creating an institution that has a self impulse for improving what we call a self replaceable system.

From his side, Bennis points out (without giving any priority order) where this transformation is directed to:

· Creativity, this is to reward creating and innovating behavior

· Focus on a long term

· Cooperative/interdependent/collaborative behavior

· Risk assumption

· Great worriment on results

· High preference for assuming responsibility

· High tolerance for ambiguity

· Opening toward change

· Orientation of tasks

· Primary focus on effectiveness, not only on being efficient

· High organizational identification and pertaining pride

· Support to leaders’ growth

· Reduction in rank distinctions

STRATEGIES FOR THE TRANSFORMATION OF ORGANIZATIONS:

Osborne and Plastrik define the following five strategies for the transformation of public organizations:

· Create clearness of purposes

· Focus on erformance

· Responsibility toward the client

· New control forms

· Change the organizational culture
The first strategy in its basic shape points toward creating clearness of purposes: when everyone in an organization has its main purposes clear, performance improvement is much more easier.

In order to accomplish clearness, the central purposes of the system or organization must be defined.

Afterwards, eliminate activities that do not contribute to such purposes. And finally to organize the system so that each unit feels free of carrying out its own mission, same which contributes to the fundamental purpose of the system.

Focusing on performance generates rewards for the good organizational performance and penalties for the bad performance: it gives public organizations and its personnel incentives, - risks and rewards- for improving performance. In those activities where public monopoly cannot be eliminated, strategy questions the status quo by performance measuring, it rewards and improves excellence and refuses to tolerate persistent failure.

On the third hand, organizations are responsible toward their clients, and not only before their superiors through the command chain. “Vertical” responsibility before their superiors is complemented with “horizontal” toward clients.

Control strategy changes where the power of making decisions resides:

It changes the focus and controlling way based on hierarchy and centralized control in public systems to improve performance, giving away decision power to managers, public officials and community, keeping them responsible for results. In the information era, it is required for those who are closer to the problem to take the initiative more than to wait for instructions from the top of the organizational pyramid. But it is not about taking power from a few to simply give it to others. More than controlling what public organizations do, control place and form are changed, it is about trying to influence on what they wish to accomplish. Essence of the empowerment agreement: commitment to produce specific results and to obtain decision power as well as to produce those results.

Although the most powerful way to change organizational culture – Osborne and Plastrik argument – is by using the last mentioned strategies, they understand that bureaucratic culture which covers “habits, hearts and minds” of public officials, constitutes an enormous obstacle in changing processes: culture changes as a consequence (into an enormous effort), although, not in a sufficient speed. This leads to the necessity of establishing a strategy which looks toward modifying such culture in a conscious and deliberate way in a specific and intended manner.

METHOD TOWARD THE NEW ORGANIZATION

Transformation process in a complex and big sized organization, such as social security institutions are, is by itself a long term process which demands an effort consistency.

Once the strategies which will lead the transformation process are established, the most fitting instruments for the proposed objectives must be chosen for each situation. A review of those instruments which in the BPS situation are understood as the most fitting, (some of which already have an application beginning) is made as follows

1. Strategic Management

The basis of clarifying the purpose is constituted by strategic management, which helps the organization to define its vision and fundamental purposes – its most important objectives – and directs the total system toward its fulfillment. The emphasis is not to create a strategic plan (although it can be one of its products), but to create a strategic process for leading the organization, a process that prioritizes strategic thinking and action. In such process is used a group of instruments with specific determined objectives.

· to define main mission and visions which helps to define the most important results – and direct the entire system to their success.

· objectives are translated into goals and indicators for measuring progress toward them in a long term.

· strategies development to define how vision and goals will be achieved.

· mission declarations to help units align into the right direction.

· performance budget to help the organization change resources for the elected strategies.

· long term budgetary previsions for making decisions on resources with higher knowledge upon future consequences.

· strategic evaluation to assess if we are out of course and what to do.

Short term solutions an micro-administration (that distinguish public organizations in general), that focus in our immediate problems more than in long term opportunities lead to difficulties which accumulate in the course of time. It is for its change that strategic management aims at (which implies at the same time, a change in the management of High Administration), that must emphasize its content in terms of reconsidering relationships of the organization with its environment and its clients. 

The Directorate of the BPS approved the strategic planning design, and approved the first version of the Institutional Strategic Plan for the 2000-2004 period. In a similar way, the budgetary process design, which annually assigns resources to different programs and activities, was approved. Through these instruments the resources assignment according to strategic priorities gets bonded.

2. Performance as focus of the management

Performance administration, that is, utilization of performance goals, rewards and penalties to motivate (economically or psychologically) the units and its public officials is another one of the key instruments in every organizational transformation process.

Performance administration requires, on a first hand, to develop measures in the following dimensions of results, whether it is applied to units, processes, products, strategy and programs or projects, depending on the level wished to be measured: 

· quantity of products

· efficiency,

· quality of produced services, such as opportunity, accessibility

· effectiveness, that is the impact on organizational action field

· cost/effectiveness, relationship between cost and reached effectiveness level

Starting from performance measurement incentive systems that bond accomplishment of results with incentives, can be established.

The strategy’s key is to keep the units and public officials responsible for previously defined results: the basis is to design incentives according to results that a unit (in a priority manner) can influence or control.

In different occasions the BPS has used economical incentive ways for affected public officials to determined punctual activities, (fulfillment of production levels) and recently bonded to determined projects considered as strategic, (fulfillment of results in a determined time). 

However, there is still no available general measuring system for units or officials’ performance as a basis for launching this basic strategy of transformation, which in fact implies the continuity of one of the columns of the bureaucratic organization’s paradigm: remuneration for occupied post, without offering any performance reward (or penalty).

Therefore, developing and carrying out a performance measuring system to the units level results a priority matter. Measures must include a combination of economical measures         - financial, client service, internal processes and development and productivity of personnel-. The performance measuring system must be the primary instrument for the transformation of culture, and will be bonded with the retributions system to the units level (in a priority manner) and to the public officials.

3.The client as center 

To make organizations and its units responsible before their clients is stated in:

· selection by clients

to give clients the possibility of selecting the way in which they want to be served. This situation is verified in the case of benefits payment, and it is planned to be extended into other client attention services, in which the client will be able to choose the way to be in touch with service (in person, by telephone, in an electronic way).

Finally, in the case in which the organization does not directly provide service, giving the client the major possible information upon how to select a provider, which implies not only selection, but also the destiny of funds toward such providers (providers in the field of health and non-monetary benefits)

· quality securing in client attention

This focus establishes standards for client attention and measures performance of the organization in its fulfillment. Due to activities nature of the BPS, this instrument is of universal and strategic usage in order to advance in transformation.

In the analyzed period, the BPS has begun making several inquiries in a systematic way about clients related to received services. Standards utilization is not yet a diffuse practice, even though some experiences in determined activities are being made.

4.Redesign of control systems 

The implementation of this strategy requires the accomplishment of several activities listed previously:

· decisions about what it is required to produce

· performance measurement for monitoring whether the results are reached

· consequences establishment – rewards and penalties – on accomplished performance

All this, so to make possible for units, officials and community to really control management and adopt decisions.

The redesign of control systems goes through the instrumentation of these actions:

· simplification of rules, procedures, and other methods which central offices use for management control: to substitute the inputs and procedures control by performance control. This leads to a real management decentralization, which also implies to redesign central functions.

Being a reorganization in its geographically decentralized services established, which looks toward centering the basis of a real decentralization and control, the BPS has advanced in an unequal form in the field.

· redesigning of administrative systems is fundamental for control system redesign and the BPS has understood it that way by transforming its administrative systems, since, apart from fulfilling its own objectives, it makes possible the fulfillment of the other strategies: to hand out information for performance measurement, to focus in client attention giving uniform attention, not mattering form and place of attention from a cultural point of view – as we will see – it contributes to make client attention better, avoiding bureaucratic behaviors as hanging on to particular “rules”.    

· transformation of budgetary systems as basis of information for decisions making, same as the way to regulate resources utilization, introduce instruments for a best management of resources.

Segregation of the global budget in activities level and services level through instruments such as activities cost, (upon which some experiences have been made in the BPS) will allow the resources redistribution for new engagements.

· Transformation of personnel administration systems.

Personnel administration systems are undoubtedly the most resistant to change systems, (in part for being regulated by general disposition laws and norms) and thus, one of the biggest obstacles in the transformation method, which has a higher meaning for it is, at the same time, the one with highest cost.

The need to carry on a radical transformation of personnel administration system, starting from personnel recruiting and selection, posts and positions classification, promotions and remuneration systems is, therefore, a necessity in the transformation method.

The following actions appear as priorities in the situation of the BPS:

· redesign of economic and non-economic rewards system in order to bond it to performance, same for units level as for officials.

· redesign of charges classification system and the way to access them

· to increase personnel’s capacity by training at all levels, identifying key capacities and implementing an educational strategy

· to transform buying systems, giving managers more control over buying decisions, where the process result gets to be more important than the legal control of such process.

· to transform control and auditing systems, they must be considered as a way of helping units and their systems to change and make the organizational management better.

Though in budgetary legal-accounting control matter there are legal norms which exceed discretional of the BPS, adequate ways of making the used procedures can be searched for. On the field of auditing, it must tend toward a management audit: according to the importance of the performance measurement, is required for auditing to focus evaluation of the system and its results as a neutral body. 

In like manner, a higher support from these specialized units to operative units is looked after, through mechanisms such as self-evaluation and experiences interchange between units. The BPS has faced punctual actions of evaluation from determined units, and has developed actions for self-evaluating internal control in units, particularly about their Informatic systems.

· Finally, in determined programs management and their control must be faced by the own community. That is how the BPS has understood it for, in its social benefit programs elaborates agreements with NGOs and other institutions which assure community control over resources destination.

5.Cultural change

Bureaucratic culture characteristics on performance of organizations are well known             – tendency to avoid risks and responsibilities, blame others for problems, to follow rules, to accept minor quality results and to resist the change – result of structural features of the bureaucratic organization.

Three approaches can be used for cultural change, (besides the impact of the other analyzed strategies)

· change habits: change what public officials do, faces them with new problems that they cannot solve with their past experience, fruit of their long experience: they must find new acting methods.

· change hearts: fulfill the change in public officials’ emotional commitments toward themselves, their organization.

· change minds: helps officials to develop a new comprehension about the organization’s destination and how to get there.

Between multiple instruments for acting in this strategy, the BPS has started to use:

to look for officials’ participation in change projects, communications about running projects, try to show the difference with the past, personnel rotations, to inform about successes, to change administrative systems which reinforce bureaucratic culture.

Conclusions about transformation actions of the organization.

Transformation actions of the organization have been developing in a much more slower rhythm than those referring to operative processes. Recently starting from the year 2000 with the approval of the new organizational macrostructure, actions begun to show, having at the time, to compete for resources before running operative change projects.

While, as expressed in many situations, (particularly facing system redesign) requirements that also pointed toward organizational transformation in change processes were behold, (basically in client attention, betterment of information for control and management), change projects did not provoke changes in analyzed strategies as requirements of organizational transformation. It can be particularly stated that organizational culture was not modified within the required reach or speed, performance measurement information systems are still not sufficiently developed for their utilization with the seen reach (performance impellers), and personnel administration systems have remained constant.

This relative advance in organizational transformation strategies made an impact, first over development of management change projects (longer times and resources than forecasted ones, horizontal coordination difficulties between areas, etc) and afterwards in transference and change stabilization moment, (longer times for getting forecasted results, need for additional resources).

In conclusion, it can be established that the lack of an adequate balance during the execution of processes change and, change of organizational transformation projects, determined an under-optimization in the whole Organizational Change process.

HIGH ADMINISTRATION’S ROLE

This leads us to the last statement which relates to the High Administration’s role modification in the Organizational Change process.

The whole current investigation points out to redefine the leadership’s role in the present organizations and to the transformation that its practice must face in order to continue leading such organizations throughout their change and transformation processes. The theme analysis largely exceeds the reach of this document, but we must certainly establish some key concepts related to organizational change process.

Change management is one of many integrated and indivisible abilities that every efficacious directive must domain. Therefore, the administration must acquire a basic comprehension about the interrogatives what, why and how of the change process and its administration, and must be capable of recognizing its nature, development and interdependency as a necessary condition for the planned change success.

The Organizational Change process guiding demands a great capacity from the High Administration to perform different roles simultaneously, according to situation and time: leadership, spokesman, enterpriser, negotiator.

The following dilemmas must be faced particularly:

· decide what to do in spite of incertitude, great diversity and enormous quantity of potentially relevant information,

· manage that things are done through an enormous and diverse group of persons, in spite of having little direct control over the majority of them. 

The challenge is to consider and to work with both change actions simultaneously, keeping them aligned during the organizational change process. Therefore, the High Administration is responsible for creating and maintaining the changes agenda so to allow the organization’s development.

CONCLUSIONS

The Organizational Change process which the BPS started since the challenge of establishing and carrying out the Social Security Reform is visualized as integrated by change actions directed to operative processes and change actions directed to organizational transformation, assuming as a premise that the organization’s complexity requires both types of actions.

Change actions directed to operative processes which began with the ones required for establishing and carrying out the reform, still continue to show capacity for changing operative management, to improve its management and to make an impact on organizational transformation process, mainly through informatic technology.

However, specific organizational transformation actions have developed more slowly, having to face the most rigid characteristics of bureaucratic organization, to which they precisely must transform, and a minor assignment of priorities, (resources) in Organizational Change process.

The High Administration is the final responsible for managing both processes: operative changes and organization transformation.

Change agenda is concluded, in this sense, should now prioritize required actions so to strengthen organizational transformation process, trying to align them with change actions in operative processes.

The five strategies dictated by Osborne and Plastrik for public organizations transformation, constitute an adequate frame for decision making referring to transformation actions, establishment of priorities and resources allocation.
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