Reengineering

To stay competitive, organizations must occasionally make fandamenml changes in the way
they do business. In other words, they must change the activides, tasks, or processes that they
use to achicve their goals. Reengineering, also called process redesign, involves the radical
redesign of business processes, organizarional structures, informaton systems, and values of
theorganization toachieve a breakthrough in business results (sce Figure 2.8). Reengineering
can reduce delivery ime, increase productand service quality, enhance customer satisfaction,
and increase revenues and profitbility. As a result of increased clectronic trading, the Secu-
ritics [ ndustry Association is radically reengincering the communications systems used for
stock and sccuritics trading, The new communicatons systems will be fully implemented by
2005. The reengirecring also calls for a new sctdement system, called Straight-Through
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Figure 2.8

Reengineering

Reengineering involves the radical
redzsign of business processes,
organizational structure,
information systems, and values of
the organization to achieve a

breakthrough in business results.

With the increased volurme of
secdrities trading in the global
marketplace, the Securities
Industry Association has rzleased a
new model to reengineer the
prozess for settling and clzaring
transactions that reduces costs and
saves time.
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Table 2.1

ﬂ

Selected Business Rules That
Affect Business Processes

continuous improvement
Constantly seeking ways to improve
the business processes to add value
to products and services.

customer Dn:l:ring, sav]ng moncy and rcu:lurjng pnssibl: errors. | his simpl: cxampl:
llustrates the fundamental cha.ngcs rccnginccring creates, often across multiplc dcpa.rtmcnts.
Burt asking p:nplc o work dif]"trcml}r often meets with soff resistance, and cha.ngc 1s difficule
to maintain—the values of the Drganizat'lon and its cmpln}rcr.s must be chang:d also. In the
prcvious cxa.mplc of order pmccssing, the original worl process may have evaluated cmpla}r-
ees on how many orders were entered each da].r. Under the rccnginccrcd process, thc}r may
be evaluated on different factors associated with customer scn'ic:—pcm:ntagc of orders de-
livered on time or accuracy of customer bills. Hclping cmplo}rccs understand the benefits of
the new system Isa major hurdle.

In contrast to simpl}r autnmating the :xist'lng work process, rc:ng]nc:ring challcngr.s the
fundamental assumpﬁons gcwcming thelr dcsign. It mquircs ﬁnding and vigomusl}r chal-
lcnging old rules hlocking major business process cha.ngcs. These rules are like anchors
migh]ng a firm down and kccp]ng it from mmpct'lng :ﬂEct'lvcl}r. Examplcs of such rules are
givcn in Table 2.1. The Tennesses Vallc}r ﬁud‘lﬂ[‘it}r iITVA), for cxa.mplc, embarked on its
la.rgcst and mnst—aggrcssiw 15 rccnginccring project in histm}r w impmv: :fﬁci:nc}r and
reduce power costs. The :md:nc}r from the new system allowed TVA to pu.mhﬂs: in volume
and save the company £23.5 million. ﬂ.cconding to the senlor vice prcsidcnt of Information
SYSICms, “From the sheer mag,nituu:lc, it was the la.rgcst undcnaking of the agcnc}r’s
histﬂry.”ll Other companics and arga.nizations are also using n:cnginccring to impmvc pro-
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Reduce delivery costs.

Reduce potential for bad debt.

Reduce number of items carried in
inventory.

Continuous Improvement
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