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Implementation of organizational changes based
on reengineering of business processes

The aim of the article is twofold: to describe some theoretical underpinnings of reengineering and
to analyze several advantages and disadvantages of reengineering for managers’ future consideration.A
known definition of such a radical change states that reengineering is the fundamental rethinking and
radical redesign of business processes in a company in order to achieve better organizational performance
and reach excellent financial results. It is noteworthy to mention that the multiplicative effect of successful
reengineering efforts extend not only fo the company itself, but also for the whole country, given the
impact of redesign results of the national companies, industry organizations and other commercial
establishments.
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M.K. KenxxeFapaHoBa
PenHXXUHUPUHT 6u3Hec-ypaicTepi HerisiHge
YMbIMAbIK €3repicTepai eHrisy

byn MaKanaga KOMMNaHUAAaFbl PEUHXXUHUPUHITIH TeopeTUKanblK Heri3aepi cMnaTranblHbIM, PeNHXKKN-
HUPWHT eHri3yAiH apTbIKLWbIbIKTapbl MeH KeMLUiNiKTepiHe Tanaay }acanblHFaH. YibiMAacTbipy KesiHaeri
6aTbln e3repicTep eHrisy aHbIKTaMacbliHAA PEUHXEePUHT — KOMMNaHWUAHbIH B13Hec ypaicTepiH KalTa Kypy,
TyGereini e3repTyi 60/biN TabblNaTbIHAbIFbLI aNTbUIFaH. MaKcaTbl KofapFbl YbIMAACTbIPYLUbIbIK dpeKeT
apKblbl XXaKCbl KapXKblblK HaTUXKere eTy. PEeUHXUHUPUHITIH MyNbTUNANKATUBTI ipreni esrepicTep biK-
nasnbl TeK CON MeKeMere faHa eMec, OyKin oTaHAbIK, YITTbIK KOMNaHWANAPFa XKaHe KOMMepLUMATbIK MeKe-
Menepre e Tapanibl.

TyitiH ce3aep: TyOereini e3repictep, peMHKUHUPUHT, OU3HEC-YpAICTEP PENHXUHUPUHT, YNbIMABIK,
e3repicTep, }aKcapTy.

M.K. KeHxerapaHoBa
BHeppeHMe opraHu3auMOHHbIX U3MEHEHUI
Ha OCHOBE PeUHXUHUPUHra 6M3Hec-NnpoLeccos

B cTaTbe onvcaHbl TeOpeTUYECKME OCHOBbI PEMHXMHUPUHIA 1 MPOaHann3MpoBaHbl NpenMyLiecTsa 1
HeJoCTaTKN PEUHXWHMPUHIA B KOMNaHuAX. MI3BecTHOe onpeaeneHne Takoro paivikaibHOro U3MEHeHNA
B OPraHM3auusax rMacuT, YTO PEUHXUHUPUHT — 3TO KOPEHHOWN MepecMoTp U pajuKanbHas nepecTpoika
6V3Hec-NpoLEeCCOB B KOMMNAHWUM C Lefbio AOCTMKEHUA Jydllell OpraHM3aLMoHHON AeATeNbHOCTM U Mo-
NIY4EHUA BbICOKMX (PUHAHCOBBIX pe3ynbTaToB. [1pyMeyaTenbHO U TO, 4TO MyNbTUMANKATUBHbLIN 3ddeKT
OT YCMELHOro pevHXNHNPUHIa pacnpoCcTpaHAeTCA He TOJIbKO Ha CaMy KOMMaHUIo, HO U Ha BCH CTPaHy,
YYUTbIBasA BAWAHME TaKUX QyHAAMeHTaNbHbIX N3MEeHEHW Ha AeATeIbHOCTb HAaLMOHaNbHbIX KOMMaHWUNA,
oTpacfeBbIX OpPraHM3aLni U ApYrux KOMMepUeCcKnX yupexaeHui.

KnioueBble cnoBa: paavikanbHoe N3MeHEeHWNe, PEUHXUHUPUHT, PEVHXUHUPUHT G1U3Hec-mpoLeccos,
OpraHv3aunOoHHbIe U3MEHEHNSA, YNydLleHNe.
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Management specialists have begun to develop
the theme of reengineering in the 80s of the last
century. According to M. Hammer and J.Champy
«Reengineering — is the fundamental rethinking and
radical redesign of business processes to achieve
significant improvements, as well as key indicators
for modern business performance as cost, quality,
service and efficiency» [1]. Despite the fact that
the definition refers to the changes in business
processes, the subject matter is about a complete
change in the enterprise.

The greatest contribution to the theory of
reengineeringexcept M. HammerandJ. Champyhave
been made by: DavenportT., Jacobson, J. Carlson,
J. Martin, and Johansson. In 1992—-1993 business-
process reengineering (BRP) has been successfully
used in the insurance, telecommunications, energy,
electronics, computer engineering, and production
of consumer goods. Since 1994, reengineering was
implemented in banks and government agencies in
the United States: in 1994, 75% of the 400 largest
U.S. banks performed reengineering projects. In
addition to many US companies, reengineering
received recognition in Latin America and East
Asia.

Davenport connects with innovations in
reengineering processes. This new approach in
organizations combines advanced information
technology and human resource management [2].

Causes of reengineering: reengineering causes
are many and they are divided into external and
internal. External factors include: increased
availability of goods and services, which became
possible to buy anywhere in the world. In this
regard, the competition has increased, as more and
more manufacturers are offering more affordable
and quality products and services. Further, increased
consumer demands for goods and services provided
avenues for new approaches in doing business.
Consumers have become more demanding for
quality, price and terms of the provision of services
and goods. Besides the phenomena of reduction
of the life cycle of goods and services as well as
shortened development and introduction phases
of new products contribute to the entry of a huge
number of sophisticated goods and services on the
market.

Internal factors of reengineering include growth
in the complexity of management tasks. Production
of new and improved products and services require
from management teams modern and effective
methods of control and decision making, as the
old methods may become obsolete and do not
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correspond to the realities and requirements of the
time. Further, no increase in the number of staff is
always an increase of customer satisfaction, so much
attention is paid in the redesign of the organization
staff. Backwardness of the organization in the
technological sense and inefficient use of computer
technology inevitably lead to the efforts of an
organization of rethinking its status quo, or it remains
in positions of lagging behind ones compared to its
competitors [3].

Let us refer to the concepts of reengineering.

Engineering business — it is the methods and
management techniques that the organization uses
to design business. Reengineering — is redesigning
business in order to create a completely new and
more efficient business processes, regardless of
whether it was before in the organization. This
definition contains several key words:

Business processes — is a set of interdependent
and repeated actions (functions) that transform
the material or information in the final product or
service.

Fundamental. Reengineering involves a
fundamental rethinking of the current rules and
procedures in the company. Fundamental rethinking
involves thoughtful approach to business processes
that are outdated and do not meet the requirements
of the time.

Radical. This means changing all the systems
and subsystems of the organization. When designing
of all systems are offered completely new methods,
forms and methods of performing the functions must
be used. For example a change in the sequence of
actions and process steps (changing the distribution
of tasks between departments and employees are
changing communication and information flows
that occur within the organization).

Sharp (intermittent). Reengineering goal is to
achieve a dramatic improvement of performance
of the company by replacing the old methods,
approaches and new management techniques.
Picure 1 illustrates the abruptness of reengineering.

From this follows several characteristics of
reengineering:

1. Reengineering involves restructuring of
activities and business processes in the company
completely different from what it was before. Due
to the fact that organizational changes are dramatic —
in the process of reengineering business completely
changes (mutates) — including its system activity,
area management, human resources, etc.

2. As aresult of re-engineering the organization
there are new and radical ways of working: that is,
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the union of several business processes into a single
process can occur, or operating procedures may
become a single procedure;

— Team processes replace functional units;

— Employees work becomes multifaceted, if
necessary the contractor must be able to perform not
one, but several problems;

— Team members make decisions;

— Evaluation results affects the wages of
employees;

— Managers are not controlling persons, they
only help their employees (team members) to make
decisions on their own.

3. Reengineering involves strict time constraints
and actions, that is, changes should be sharp.

4. Processes, business processes are subject to
reengineering.

As part of the dissertation research seems
necessary to analyze the experience of using
reengineering, and describe the advantages and

Effective- A
ness

Reengineering

Improvement

disadvantages of this method is the fundamental
organizational changes.

The main goals of reengineering include:

— Increasing the efficiency of the organization
and all business processes;

— Complete customer satisfaction;

— Improving the competitiveness
organization.

Due to the huge risk of failure in the
implementation of reengineering, reengineering is
used in the following three cases:

— When the organization is in deep crisis (high
costs, lack of working capital, overdue utility bills,
loss of pay, mass refusal of clients products and
services, etc.)

— When in spite of the satisfactory position
of the firm, its forecast of future performance and
survival is poor (there is a threat of loss of market
position, market share is expected to fall in demand
for their products and services, etc.).

of the

Improvement

Time

Figure 1 — Business-process reengineering [4]

— Reengineering is also used by aggressive
and fast-growing companies that build power
through separation from competitors and create a
unique selling products and offers it to consumers.
Consequently, application re-engineering in this
case is the most appropriate, but managers should
remember that reengineering requires large financial
investments [4].

Reengineering and conduct of reengineering
project as a full-scale changes in the organization of
all systems usually consists of four stages:

1) Development of a vision of the future
organization: at this stage, the organization builds
a model of the future state of the company and is
making plans about how and how to develop the
business to achieve its goals.

2) Analysis of the current state of affairs of
the organization: at this stage, the study of current
business processes and creating component
diagrams for analysis begins.

3) Development of a new organization (new
business) at this stage, dramatically changing old
processes are tested and new business processes
with new technology are performed.

4) Implementation of the project of a new
business (real reengineering).

It is noted that the above steps may be performed
in a different sequence, some of them may be
repeated in parallel and in series flow (Picture 2).

Due to the fact that reengineering is the redesign
of business processes in the company, which are
very diverse, managers and implementers of this
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type of organizational change should meet some
requirements. The following principles of business
process reengineering must be maintained:

1. Integration of business processes. This is a
very complex and multifaceted task that requires
a lot of managerial effort and energy to first

understand and identify unnecessary functions
and processes, and then to design efficient ways
to design and combine them into one or more key
processes. For the integration of business processes
it is usually created a team that takes responsibility
for the process.

Figure 2 — Business-process reengineering [

2. Horizontal compression of business
processes. This kind of compression process allows
one person to replace a few people and reduce
the number of errors at times. Manageability is
improved by reducing the number of staff and by
providing a clear allocation of responsibilities and
accountability for processes.

3. Vertical compression of business processes
(decentralization). Decentralization allows performers
make their own decisions, which significantly reduces
the time spent on business processes and eliminates
the need to constantly refer to the manual for help.

4. Implementation of logic of business
processes. Logical implementation of business
processes (replacing the linear execution) saves
time and helps make the trade-works quickly and
efficiently.

5. Diversification of business processes.
Diversification of business processes means that
there are different options for their implementation.
Different variants and versions of business
processes enables organizations to adapt to the
rapidly changing external environment.

6. Rationalization of horizontal connections.
This principle means reengineering of linear
functional units and the work is done where it is
most needed and appropriate.

7. Streamlining of administrative influence.
This principle states that the management measures
should be only when it is really economically
feasible. Reengineering decreases the number of
inspections and control of business processes.

8. Culture solution. This principle solves the
problem of reengineering —it minimizes various
negotiation processes between the performers.
This is possible through the reduction of external
contacts.
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9. Rationalization of Relations «company —
the customer». Reengineering creates such an
organizational structure in which the person in
charge (authorized) manager provides a single
channel of communication.

10. Authorized Manager (manager). This person
is a buffer between the customer and a complicated
process (or a problem) and is responsible to
the customer and should be able to solve all
the problems of the customer. Accordingly, the
authorized manager should have access to all the
performers of the process and information systems
to meet customer requirements.

11. Saving side management centralization.
Information technologies allow to put into effect
the principle and serve customers, as this principle
allows reengineering departments maintain the
autonomy and have the opportunity to centralized
data [5].

The process of reengineering significantly
influences the following factors.

1. Motivation. Motives and incentives to
implement reengineering should be clearly defined.
In this important moment, top managers should
know and understand that reengineering will
give a significant result and lead to significant
organizational changes.

2. Guidelines. For successful implementation
of reengineering a project manager needed. This
person heads the project changes and must be
qualified and have an unquestioned authority.

3. Employees. Employees in the reengineering
process must have adequate powers and should
understand why this fundamental redesign method
is important for the organization. Employees should
strive to successfully develop new working methods
and new patterns of behavior.
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4. Communications. Sometimes reengineering
projects are unsuccessful, due to the fact that the
changes were not properly communicated to the
performers. A crucial role in this is played by
various means of communication to facilitate a clear
and common understanding of the strategic and
operational staff of the organization’s objectives in
the process of reengineering.

5. Budget. One of the most distinguishing
characteristics of reengineering — are large costs
associated with dramatic changes. Reengineering
should have its own budget.

6. Technological support. Another distinctive
aspect of reengineering is the intensive use of
information technology as the technology needed to
support the new business.

7. Consultations. Consulting or expert support
is particularly necessary for those organizations that
carry out the project of reengineering for the first
time.

Besides taking into account the above principles
during reengineering the mistakes must be also
kept in mind. The following describes some of
the mistakes that managers make implementing
reengineering:

1. The company is trying to improve the existing
process rather than to redesign it.

Table 1 — Advantages and disadvantages of reengineering

2. Non-systemic approach to updating. It is
important to update and redesign all processes, not
just the organizational structure, management and
assessment.

3. Incorrect assessment of the corporate culture.
In the process of reengineering it is essential that
top management explain to the staff not only details
of the re-designed process, but also explained why
the staff should do it.

4. Inconsistent development of innovations. This
item is associated with the first and second paragraphs,
since the implementation of reengineering can not
stop half way and be non-systemic and inconsistent.

5. Inefficient distribution of tasks for the
development of innovation. It is important that
reengineering is implemented from top-down.

6. Inadequate provision of resources for
innovation. Reengineering requires considerable
time paying attention to all processes and financial
and all types of resources.

7. Personality update problems. In connection
with a fundamental restructuring of all processes —
resistance can occur. This is normal, it is important
to continue to explain and educate the conversation,
and it is important to know if reengineering fails,
it 1S not because of resistance from the staff, and
because of improper management practices.

Advantages

Disadvantages

Deep and fundamental changes that lead to radical and abrupt
jumps.

Insufficient use of data of psychology approach to change
efforts. RBP being too mechanistic.

There is a significant expansion of powers and competences
of employees (there is growth and development, experience,
human capacity building and improved economic performance
organization).

High resistance to change and RBP and low social acceptance
of such radical change.

Analysis of business processes to optimize business operations
that are not needed.

The ability of employees in development and their willingness
to take responsibility are taken into account.

A steady increase of profitability (cost-effectiveness).

The method is inefficient when the organization needs to carry
out small changes.

The rapid introduction of fundamental changes increases the
possibility of the organization to increase its profitability.

Rigid time constraints and actions may backfire and stages of
reengineering can be tightened.

Improved workflow system sets a clear description of the
company and each employee.

The method does not give enough attention to social aspects.

Is the adaptation of organizational structures and regulations,
implementing new information technologies.

High complexity of procedures and requirements in order to
perform RBP.

Radical redesign of core business processes results in change of
value concepts, mission and vision of the company as a whole.

In general, high organizational uncertainty and use the strategy
of «top-down» (stricter requirements to perform work for the
qualification of personnel, etc.).

N o t e: compiled by the author based on sources [1,2,3,4]

Ka3¥V xabapubicel. DxoHoMmHEKa cepusichl. NoS (105). 2014



M.K. Kenzhegaranova 115

Summing up the results of the most common
mistakes made by organizations during reengineering,
one must say that there are many examples of its
effective implementation. The most important
point is that if top managers know the basics of
organizational transformation and radical ideas they
lit reengineering, the chance to achieve full-scale
changes is very large. Having abovementioned
mistakes and possibilities in place, table 1 presents
advantages and disadvantages of reengineering.

According to M. Hammer companies spend up
to 32 billions of dollars annually, and 20 billions
are thrown to the wind. In other words, not every
change leads to a positive result. On the contrary,
the statistics is dramatic since 50% to 70% of all
organizational changes initiated in 1980 and in

1990s failed to achieve their goals to implement
changes [6].

Reengineering is a deep, comprehensive study
of the processes occurring within the company, a
radical rethinking of these processes, highlighting
the main business processes to perform the primary
functions of the company, a comprehensive analysis
and restructuring in order to optimize, reduce
time, eliminate cross-repetitive activities, ensuring
clarity, and, as a consequence, better handling of the
company as a whole.

Multiplicative effect of successful reengineering
extends not only to the company itself, but also for
the country, given the impact of redesign resultsto
the national companies, industry organizations and
other commercial establishments.
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