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Integrating VOC, Kano, and QFD IN
Process Design

How a Financial Services Company Utilized DFSS to Eliminate “The Herbie”

Mike Seawood
Program Manager
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Farm Credit Mid-America
“Securing the future of rural communities and agriculture”

« Agricultural lending cooperative
* Indiana
 Ohio @
« Kentucky GAQ
« Tennessee L

* Business Segments / Products farm CREDIT
e Farm Ioans MID-AMERICA
* Rural 15t home loans
 Crop Insurance e
« Agribusiness o RURAL I¥
¢ Capltal / Mlddle I\/Ial‘ketS Lending for Country Living

« $22B owned and managed assets
« 100,000 customers
« 1,150 employees

(Consumer Lending)

Association
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The Why _ -
Burning Platform

N RURAL I*

Lending for Country Living

Business need
« Grow consumer lending segment $600M in 2019

Opportunity _ _
« Consumer lending center of excellence for the Farm Credit System
* How — through Rural 1%t partner integration

What is preventing us?
« Scalability of current consumer loan process

Current State — Consumer loan process turn time
« Application date — Close date
« 55 days (avg)

Call to action

* Rural 15t partner ready 1Q2019
« Target (consumer loan process turn time): 30 day (avg)

_‘ ™ Association

IVIE Ezggfg;ggcwmg Share-Learn-Grow.
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D - Define

v

Focus of CI Event

onsumer Lending P
(Cl Event — Mar 2018)

The Farm Credit “Customer Journey” Value Stream

x= Business mission, five strategic
objectives, goals

x=Process ownership, objectives,
and market differentiator (Unique
Selling Proposition, or USP)

x=Culture, core competencies, and
management style

Drives l Drives l rives 1
6 7 Y=Delighted
" Tdentify 5 = - customers
xecute entil eceive eceive &
Marketing Qualified M\Ets\fslb{;z'lwuc Commitmen Process Decision o u::h;;:;::y
Campaign Lead to Apply Application agalnsand
invite others
T Enables I Enables Enables Enables ables I Enables
f .
x=Workflow P v=Motivation & S x=Policies & v=Facilities
Design o ) Measurement M Rules (or other)
e Actors * Software * Employee * Capabilities e Business * Workplace
e Steps and * Data assessment ‘s Matching rules Layout
decisions « Information and people to * Rules ¢ Equipment
e Flow - * Integration incentives roles and enforced by * Furnishings
sequence e Rewards and | tasks process
dependency punishment i» Recruitment o Internally set
and * Process selection constraints
handoffs performance and e External laws
indicators placement and
i Training regulations

CONTINUOUS IMPROVEMENT

Crino B Win JKeer R

“The Herbie”

Version 5, April 10, 2013

‘g, armcRreDIT

MID-AMERICA

* Typically conducted in parallel to other closing activities
*  60% of consumer loan process time
Numerous forms of waste

o

=-/A A=
VI

Association
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Excellence.

Cl Event
Storyboard

[~

Consumer Loan Process Current State March 2018
= o

s e
— ==
uEs—]

Cusomer y
. Relationstip
Friendy, Template

Credit s Troiing fox
Comsumer Sales Staft

Consumer Statf RER
Clarfication {roke sripts)

Fequest Tite & Appratsal
Eave i the Process

Operations.

o Appraisal
Opportunities
i 9&‘-‘."‘”‘" Process

Share-Learn-Grow.
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D - Define i e
Appraisal Process =

(Current State)

Mean Workflow Days - Appraisal Process

St R S o Consumer Loan Specialist

200
68% by 60 dayq

95% by 83 da)}s

=

o

o
|

Frequency
g

50 |

72

36 54
Workflow Days
Mean = 36.97, StdDev = 22.97, Median = 35.768, N = 5016

90 108
Collateral Risk

Analyst

“The Herbie” Mean = 37 days
Causes Median = 36 days
* Role responsibilities StdDev = 23 days
 Technology limitatons . — —~ =»w T - = 0
* # Handoffs
*  # Reworks
# Rush requests

™ Association

‘;i_‘llell: [ ey Share-Learn-Grow.
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A - Analyze

DFSS Event (may 2018)

Executive Sponsors: Keith Lane, Steve Alaed, Art Whaley
Business Spensers: A Whalwy, Dennis Badper .
Prograen Macages. Mike Sasnecod Future State Appraisal Process — Cl Event Storyboard (20138) $
fﬂ”l‘.‘CREDIT
Wi-ANIE s
Wednesday Thursday
May 15 May 16 May 17
Tools
230 | Technology Needs Discovery | -Relstioaihip
| Volce of the Customer (VOC) tomer Survey Format & Results | Slewie
. - Survey Resulis taro Mosdel - Walk the process m
1 - Kana Model - Review each pystem [ tool | °
- identity [ scope needs = Appasissl Raquank Tool
| - Prioeitiae enhancements to enable | - APPraisal Engagement Form
5130 prlating of the futare fate proces:
! Break . !
Hln-usedu;tludl\l (HOQ) - 1 T Wostity Function Deployment [QFD) Training Nchsﬂmﬁmgnl
1 Heeds
16:30 |
Set Cl Event Room Up : Participant Bookiets " Risk Assessment
. wall pomen - What could go wrong
@ '
1030 § punch |
____________ o e -
|
|
1315 come Admeearrna
wel & Overview | e —— Design Future State Process b Flowr Develop Pilot Plan
12:30 | - scope & Obiectives POC
O Ewvimt Approsch .
leebreaker 1
Current State Appulull?rmuq Currint S1ats Proceis Magi
- Procass Review = Sales Process CIVS Step 7
- Carrent State Characte rization | - (15 Appraiial Procass
1430 - Opp Tor bmge - iser Process
{oF) | CA Rarview Procass

Bresk + - Appraiser Staff Review Process .

[~ TFuture State Vision / GoalsJ T [, ittty . B Y [ et €1 Event Sumemnary
_Guidance. (e 4 Design Future State Process ‘ahie Flow Report Out = Set ip & | Funre State Appraisal Process
Demo = Appraisal Tracker | Hick MecEliveny * m"‘h“"m'w !

| Capture Key Features on Wall Poster | ' -
| Report Dut - Video I
H nt.  Whatisi?
3:30 L Company (AMC) Why an AMC - Bametts? I |
L T SRLEEITRCEETERTN k. FYFRLTCITRe ST X IILRD | |
( DF5S Fundamentals :mml n[ :-’ ".m'm' I -
i “m". N O : *End of CI Event Wrap UP
4% *End of Day Wrap UP *End of Day Wrap UP

™ Association

_#'—"nv1: for Manufacturing Sha [ e 'Lea [Ne Gr OIM,,
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A - Analyze T

Integration of DFSS Tools

VOC f\

What is

valued? Kano ’\
How much
Is it valued? QFD f\

How to

Provide Value? Process
Design

¢

Who does what,
and when?

Assoc:aﬂon

5:3,“'.’1: for Manufacturing Share-Learn-Grow.
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- Measure e

Su 'VEY (Performance Requirements)

Rate the IMPORTANCE of the following requirements Rate the SATISFACTION when the requirement is met / when
for the appraisal process it is present / or when it is good

Not at all Somewnhat Very Extremely P a lam lcan e
|mp0l‘lance - Important - satisfied ke it I expectit e tolerate I dislike
Question 1 2 3 4 5 6 7 8 9 Requirement Question 1 2 3 4 2
1 How important is receiving status or progress )
updates? 1 How do you feel when status or progress updates are provided?
5 How important is timeliness for completing the
appraisal process? 2 How do you feel when the timeliness for completing the appraisal process is good?
3 How important is it to have knowledgeable
appraisers? 3 How do you feel when knowledgeable appraisers are provided?
How important is it to have skilled appraisal support
& staff?
. 4 How do you feel when sKilled appraisal staff are present / available?
5 How important is it to limit contact / interaction with
- § 5
potldurnoltheleppsaliprocesst 5 How do you feel when limited contact / interaction with you during the appraisal
6 How important is the quality (complete and error-free) process is made?
of the appraisal report?
How do you feel when quality (complete & error-free) of the appraisal report is present /
7 How important is it for you to understand the flow of 6 met / good?
the appraisal process?
8 How important is responsiveness to your questions 7 How do you feel when you understand the flow of the appraisal process?
or needs?
How important is flexibility in scheduling the 8 How do you feel when responsiveness to your questions or needs is met / good?
9 inspection date / time?
SEE depe?dent Lponisvaicblivcibehle How do you feel when flexibility in scheduling inspection date / time is avail 1
customer and appraiser 9 .
provided / good?
How important is an inquisitive interaction by the - . ~ N ) ) )
10 appraiser with you during the inspection? 10 !—!aw do you feel when an inquisitive interaction by the appraiser during the inspection
is present / good?
1 How important is the credibility of the appraised
?
paluc] 11 How do you feel when the credibility of the appraised value is good?
How important is it for customers to provide all
12 minimum required documentation and @ How do you feel when customer minimum required documentation / information is
information prior to the appraisal being requested? present or provided prior to requesting an appraisal?

Observation: _ _
; , Rate the DISSATISFACTION when the requirement is
You think you know your customers not met / when it is not present / when it is poor

needs, but do you really?

™ Association

__;'_"ﬂv1c for Manufacturing Sh aree Le arne GromM

Excellence.
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A - Analyze T

Kano Model (performance Requirements)

Appraisal Critical to Satisfaction (CTS) Requirements

« Compares Satisfaction e N
vs Performance .,,A.,,,ww i seter)

* Relative Importance Pt

- Basic Needs § i

- Satisfiers : _

- Delighters : Bt et

’2 Min Req Docs / Info Provided ’ of Scheinits

Observation: S oraicr 3
Team found it interesting that
Credibility of Appraised Value Was | ¢ mieconst fscion
a Delighter and not Basic Need

Performance of the Requirement

Assoc:aﬂon

;-g—;.,l,lﬂ: for Manutacturing Share-Learn-Grow.
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A - Analyze T
QFD (Process Objectives)

«Quality Function Deployment [QFD] Voice of the Customer (VOC) Requiremen ts
Process Needs

’ R —
What's om—

|
!

B

Observation: py ——

.P-I: mmmmmm - m...ﬁ';f::.:ééiirﬁuﬁ;r}i
erformance e T T T 1. BRI RE
Requirements i ; E O LHE P B
2 Sy z 2f35 |22 | | ¢ S5
How’s sl L AHIH R ki) 1 H
[%) o mEsg | Za o £ B

1 [Remive Updstes 650 | 220 | 14.27 | 300.50 | 4.73%

- - 3 [(melime=afthe proce= 741 | 269 | 1992 [1593.48 |1887%

* Process Objectives = e e e e b

5 killed Support Staff GBS | 224 | 15.36 | 568.36 1

|Limited Contact fIntersction 338 | 0.29 87 | 40 1z

ll-ﬁldl;w—llq-l 826 | 3.51 | 28.98 |1681.00 1

QFD exercise benefitted by i T e P P e o B
having all current state maps o P [ [ | e o]
and analyses displayed on the === oo o o
room walls for team to consider =
To gemba or not to gemba... e e e e B e e B B

™ Association

—E?'_"ﬂv I [or Manufacturing Sh ares 1 earne Gro w.

Excellence.
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(Weighted) Performance Requirements
Performance Requirements 08.43% 99.52% 100.00%
1000 ot Focus on what is truly important! /ﬂim/__.%'isl,"‘f . - 0000

1600.00

75.47% /

_—

82.17%

Appraisal Critical to Satisfaction (CTS) Requirements

1200.00 +

1230.27 65.28%

-
80%

20%

g
3

Weighted Importance
g

600.00 +

934.30
841.48

Customer Satisfaction

553.00

517.69

0.00

Report

D

D D

us! omelkequlremens

D

M M

wfnps iser

385.32 Performance of the Requirement
254.02
189.38
85.87
i =2
.
Quality of Appraisal  Timelinessofthe R i to K Credibility of Skllled Support Staif Min Req Docs / Info  Receive Updates Understand the Flexibility of Inquisitive Limited Contact /
process My Needs Appralser Appralsed Value Initially Provided Process Scheduling Interaction Interaction

30.00%

20.00%

10.00%

0.00%

=,/ |

™ Association

= M. f:
= IVIL [ Nanutacturing

S — Satisfier

M - Must Have

Share-Learn-Grow.
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A - Analyze

Process ODbjectives
Appraisal Process Design

1600.00

1400.00

1200.00

1000.00

800.00

Weighted Importance

600.00

400.00

200.00

0.00

999.42

Process Objectives 100.00%
1512.75
90.04%
Validate Objectives
83.L070 X X X .
/ » Will these objectives positively
impact the current state
74.34% Process?

»
>

_20% “The Herbie”

Causes
* Role responsibilities

* # Handoffs
» # Reworks

T T
Obtain Complete & Improve Appraiser /  Reduce Opportunities for
Accurate Information Property Assignment Rework
Process

=/A A
VI

™ Association
for Manufacturing
Excellence.

Specialized Role(s)

T
Set Expectations Educate Customer on the
w/Customer Appraisal Report

Customer Requirement

Improve Information Send Updates Reduce Handoffs Simplify & Consolidate
Flow / Updates in Review Processes

Systems (to CA Review; to Staff
Appraiser Review)

Share-Learn-Grow.

738, Fechnotoqy fimitati I

* # Rush requests
I 412.10 409.89

100.00%

90.00%

80.00%

70.00%

60.00%

50.00%

40.00%

30.00%

20.00%

10.00%

0.00%
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D - Design T
Observation: S I P O C

SIPOC is a great tool to talk

through objectives, and to Appralsal ProceSS DeS|gn

draft up an initial process map

Consumer Appraisal Process (Internal AMC) May 2018
PHighlevel T

d eSI | I G * <Appraisal Specalist> E * Staff Appraiser : . Saff f * <Appraisal Speciist>
§ -cxo r«w 3 @ FeeAmraiser 1 efee FaRT-13
.as . H . H : Amms«a 51>
* <Appraisal SpecialisT> M x o Amv M&pt cialist> 2. + * Colateral Rsk Specialist
* ¥ v +  *Sub category: CLO /CLS - if 3
* Process = ———
* Property rype : : : : :
i = Owelieg ype s oM in OnBase : .nz-- in Onbase + * Mnimum OnBase : «Property : *Appraisal report 4 * Decisioned Appraisal / Valuation
[ | 5 Addiuiltjumsatants ¢ *Noufication to request appraisals  * s ca for anyappraiser o Comparables ¢+ * Valuation report 4 *Determine if adpstments to
- i it e PO qnwmow) D el emmenene L questions H % *Apprassal verffication form i loanare needed
iote)-To On “AngeiaKhas skt em 3 ® 1. - 3 3 3 *Values from apprasal report. 3
wngiana : .  conact : 1 Suif review thresholds
| [ ——— : : -u-«-mvvy appraises quem, m *
Costomer : = &
[Primary Role: CLS iPrimary Role: <Appraisal Specaist>  1Primary Role: Appraiser ZPrimary Roke: Appraiser Primary Role: Appraiser sPomary Role: Aporaisal Speciist  :Primary Role: CLS
- H : : : : H
* Information B gl
I I Ia :  Verttied documents (sgned * Appraisal request (internal)  +  * Schedued inspection * Property assessment ' * Appraisal report : « Decisioned apprassal 3 * Communicated Valuation
| contracts; docs viewable) +  *Appratal engagement letter + * Envronmental concerns: + *Valuation report : +  Report
* Notfication to request appraisal  + {external) e +  limited occummence s : + * Communicated cover letter
{In Appeaisal Tracker) H : : : : :  explaining appraisal / vakation
WI t I t E Property contact information  + : : : : +  repont
* Group Distridbuton list E * Saff appratser (internal) E * Staff Appraiser E * Saff Appraiser E * <Appraisal SpecaisT 5 * <Apprassal Specialist> f * Customer
g Aporaisyl Spec’ S Fee appraiser (external) N Fee Apprasser 1 *Fee Apprase: + e« Coliateral Risk Specialist Qs -
Property contact
CLO- awareness
k-3 CLS - awareness.
. :
.o ™ 'wun.:-“ : Bl peviewenss $ N/A : Update AT, ol N * Apprawal : N/A
| . : tod : e . n - . : . : H .
fil= & ow. i Sy il tlolemah : Shommedl A A Em.
. - Clegic Reistionshi o To Do W) - s Clogic Rebtiomhy ohich ClSpchups ¢ Mefations! o N b * Qogk Retamie  form .
B T [ veema :; Bl sweeee  IOH G U : He B~ D TN I Undecimge -
B o ‘eoeiinde (e B chmuinde i : li—my i—y . :
== s s |m s N = = LT
. e ot users e orsg Appraisal Requess i, date H 3 Trachar Traches s
3 % + 1 1 $
do It . ] sCmmmninmesueee 1 e Update Relationship w/ TN I e Methodfor retwmof appraisal & = Update appraal review I = Method for sending cover letter
% 2 : ection d : report from staff & fee I complete :  (appraisal report explanasion) =
§ Soars -~ NN — Y . 1 appraiser . eSmsandamountsindiopc  :  Smphcty /CSI
E | - v * Dum raaser s Belaensiip e 3 ¢ forapproved colateral value  {
. Tracher (; oc. .
ettt | e |
Upéae wortdow & mork curves g+

Assoc:aﬂon

#" v': for Manufacturing Sh aree L earne Gro wW.
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D - Design T
Future State Process
Appraisal Process DeS|gn (to Pllot)

. Detailed level g = “ i MMMMM
_ _ HiE—— - == ar
* Who Is doing what, and when /- - —
Captures (=i
- Workflow = =
- Information flow == =
] ] Process Pilot: e '
- System interactions Significant changesover — = -
Current state process Bl
Observation:

Aligning everyone in understanding who
does what, and when is key to executing
the Pilot

™ Association S hare-learn- Gr ow.

= /AR Ar
=E 3 for Manufact
=AVIL Boenizctring
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O - Optimize

Appraisal Process Pilot

AMC

Evaluation AMS
Criteria (Internal)
® I . *Turn Time / Avg:9.0 days
8 week pilot; 2 wE S0 day

regions

( Utilize / Improve Existing

Scalability
h Panel (ex — FCS lllinois)
°
AMC Pat *Quality On Par
— Internal Appraisal o Quallly Reviews

Team

e AMC Path

— External Appraisal
Company

 Weekly
retrospectives

Cost (estimated) < * S Removed >

(To support Rural 15t)

*Process (Slgmflcant more influence

and control over
AMS process management

Obtain Complete & Accurate Information
Improve Appraiser / Property Assignment Process
Reduce Opportunities for Rework

Role Specialization / Skilled Personnel

Set Expectation w/Customer
™ Association P /

= for Manufact
#" V'E Eceience ™™

(External)

Avg:17.0 days
(48 loans)

Unwillingness to
provide AMC panel

On Par
No Quality Reviews Conducted

S30K greater
*Excludes 2 headcount

Significantly less influence
and control over
AMC process management

*Key Process Design Objectives m-

*QFD derived process
Objectives utilized

In the Pilot
Assessment
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O - Optimize

AMS Appraisal Process (rinal)

AMS Appraisal Process eliminated “the Herbie”

* Specialized
- Roles and responsibilities

* Reduced
- Technology limitations
- # Handoffs
- # Reworks

* Eliminated
- Rush requests

Observation:
Sustain the change through training and

process governance

™ Association
for Manufacturing

=4AAA
#" V': Excellence.

@
o,
,/ ale

8,
'~
L]
=
S
‘e

€ -

Appraisal Management Services (AMS) Process

'

‘.-‘

\

. -

* agernes Aot
AspaiieConsuts  Aopeanal Repart Comptence (/M)
<Appaie Specntst « vakame Comery
Fecenes dopr « Reaques Corracions i Heedes
* <agorae specaiee Erees
s b el

\ — [ s Comsires —"
n =3 s ecove Momenoen Lol
't Eoter Aser ¢ Agpreter s
( ot oo e
L1 ) e o :
1! .
. e
. e vorwarsapesser e
V o o e el relil.
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V - Verify . T
Consumer Loan Turn Time
Improvements
Consumer Loan Turn Time
Consumer Region Pilot Jan - Jul 2018 Aug - Sep 2018|Reduction

("Path") (days) (days) (days)

- Indiana AMC - External 57.7 37.9 -19.8

2 - Ohio AMS - Internal 58.8 39.1 -19.7

Target: 30 days (avg)
Appraisal Process Pilot Results

* Directionally positive
- Both Pilot regions reduced consumer loan process turn time

e Further analysis warranted to isolate appraisal process specific
improvements

- Consumer Operations Team — Additional concurrent role specialization
enhancements

™ Association

5:3,“'.’1: for Manufacturing Share-Learn-Grow.
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Successes

People Individual skills and experience using VOC, Kano,
QFD, Process Mapping, SIPOC, Pilot,
Retrospectives

Process » Dedicated focus on “the Herbie”
* Process design

Business Consumer Lending results created demand for

Segments Agricultural Lending improvements

FCMA New business capability to affect an improved

Association customer experience (DFSS: DMADOV)

Customer * VOC provided path to influence process re-design

« Significantly improved customer experience!

Association

5_3—".’1E for Manufacturing Sha re 'Lea Me Gr OW.

Excellence.
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Next Steps

40Q2018 Staff & train (internal) Appraisal Management
Services (AMS) Team

40Q2018 Implement AMS Appraisal process across Rural 15t
consumer lending

1Q2019 O - Optimize - Technology enablement opportunities

1Q2019 V — Verify — Assess process performance with

technology enhancements; close project

Schedule Agricultural Lending Effort

Oct 2018 Conduct initial Cl event — Map the end-to-end Ag
Loan Process; Identify DFSS opportunities

™ Association

ifg,“'nv1: for Manufacturing Share-Learn-Grow.
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Create Waves of Excellence

 How does your organization listen to customers?

 How are you integrating VOC needs to affect an
exceptional customer experience?

 How are you exploring ways to innovate in process
design?

« What difference is it making?

* Is it having a positive effect on your bottom line?

SARAE o iienuiacuuring Share-Learn-Grow.

Excellence.
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Thank You! =

AN DIEGO
Your opinion Is important to us!
pletle the

ﬁw”l

Please take a moment to com
survey using the conference mobile app.

Session No: ThS/48
Integrating VOC, Kano, and QFD In Process Design
How a Financial Services Company Utilized DFSS to Eliminate “The Herbie
Mike Seawood
Farm Credit Mid-America

Mike.Seawood@e-farmcredit.com

™ Association
for Manufacturing

Excellence.

=2V
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Share-Learn-Grow.



