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The Relationship between Information Technology, Business Process
Reengineering, and Employee Performance Evaluation

Shaio Yan Huang, Chao-Hsiung Lee and An-An Chiu

Purpose:

Many companies have implemented Business Process Reengineering (BPR) as a management
tool to improve their performance. Previous literature has also examined how companies
have improved their performance through the implementation of BPR. In this study, the
relationship between BPR implementation and employee performance is examined with the
expectation that employee performance will be improved by BPR.

Design/methodol ogy/approach

This study examined the relationship between BPR implementation, IT support, and
employee performance evaluation. It is paid much attention in selecting organizations with
the experience of embarking on BPR. The sample firms were restricted to companies listed
on the Taiwan Stock Exchange in 2006. Data was collected through a specially designed
survey instrument sent to sample firms. The questionnaire was sent to companies’ senior

managers who have more understanding of the companies’ strategies and performance.

Findings

It is important to recognize that employees may not accept the new business processes which
are created by BPR implementation or because they have not yet adjusted to them. In this
study, it is considered likely that employee performance will be improved by performance
evaluation, and here we consider establishing a performance evauation process the same as
employee goal setting. According to the theory of goal setting, employees will achieve higher
performancein goa setting condition than with no goals.

Keywords. Business Process Reengineering (BPR), Information Technology (IT), Personnel

Performance



1. Introduction

Many companies have considered adopting business process reengineering (BPR) for

improved competitiveness. The researchers [ 14 ) presented BPR as afundamental rethinking

and redesign of business processes to achieve dramatic improvements in business
performance BPR aims to make the processes more competitive by improving quality,

reducing costs, and shortening the product development cycle [ 11 ) . Business processes can
be identified as the type of commaodities that flow through the system according to [ 12 ] and

BPR focuses on the sequence of activities which form various processes involved in business

(2].

The study suggest streamlined business processes supported by information technologies
(IT) can improve the collaborative relationships between functional areas (There is general
agreement that BPR, when properly done with effective use of IT, can significantly improve
the performance of because IT can save time and improve accuracy in exchanging

information about company goals and strategies [ 12 ] .

Severa studies have examined the critical success factors for understanding the impact
of BPR as a management tool to improve organizational performance or for assessing the
success of BPR implementation. Some companies were able to overcome the problems they
encountered and improve their performance through the implement of BPR. For example,
Motorola, in order to decrease the higher defect percentage and shorten their long cycle times,
redesigned its parts and tooling process while simultaneously upgrading its manufacturing

equipment [ 15] .

The relationship between BPR and employee performance is a'so examined in this study.

Companies implementing BPR to restructure and ssimplify business processes will require



managers or line workers to utilize well-designed business processes created by BPR.
Utilizing a well-designed business process should increase managers’ or line workers’
productivity and their performance should be improved. Thus, it is surmised that adopting
BPR will aso improve employee performance. However, managers or line workers may be
reluctant to use the newly-designed business processes because have not yet adjusted to them.
Companies that establish performance evaluations linked to BPR will encourage managers or
line workers to utilize the new business processes. Researchers found that employees

improved productivity in goal setting conditions compared to no goal setting conditions( 19 J.

Managers’ or line workers’ performance can be measured by performance evaluations, and if
managers want to motivate their employees to pursue the company’s objectives, they have to

reward them based on the performance levels evaluated and achieved.

1.2 The Research Framework
The framework of thisresearch is asfollow:

AENEN
PR A Ta,y

*
e Performance %
L]

— o - *e Evaluation .
I ....IIIII-“‘
IT I
| |
BPR > Personnel Performance

Figure 1: Research framework

2.1Variables Definition

3.1.1 Information Technologies (IT)
From the preceding discussion, it should be clear that companies would benefit from

implementing BPR with the use of IT. The following questionnaire items were used to assess
whether the companies studied have made IT investments in improving CRM, product

development and cost reduction during BPR implementation in the past five years. The



measurements of these two variables are calculated by obtaining the mean of questionnaire

value.

3.1.2 Business Process Reengineering (BPR)
It is considered that companies will implement BPR in any process or activity. The

following questionnaire items were used to assess whether the companies studied
implemented BPR in the past five years. The items examined are improving the whole
process, improving partial process, adjusting the process, and without improving the process.

Factor analysis was used to obtain the value of this variable from the questionnaire items.

3.1.3 Performance Evaluations
As previously discussed, the main objectives of BPR implementation are to achieve the

goal of costs reduction, quality improvement, and lead-time shortening. This study examined
the relationship between the performance of interna processes and external processes
respectively  and employee performance evaluations linked to costs reduction, quality

improvement, and |ead-time shortening.

3.1.4 Employee Performance
This research investigated how BPR affects employee performance through the

establishment of performance evaluations. The following questionnaire items asked to
measure whether the performance evaluations have reflected managers and line workers
performance. The measurement of this variable is calculated by obtaining the mean of

guestionnaires value.

3.3 Statistical Estimation Model
In order to test the hypotheses presented above, the authors provide the following

statistical mode!:

Hypothesis 1: IT investment is indispensable for BPR implementation..

9



Hypothesis l1la IT investment on customer relationship maintenance and product

development is indispensable for BPR implementation.
Hypothesis 1b: I T investment on costs reduction is indispensable for BPR implementation®.

Mode 1. [Tegyepo = + B BPR+ B,9ZE + B,,AGE + B, TMUS+ ¢,
Model 2: 1T, yry =, + B,BPR+ B,9ZE + B,,AGE + 3,,TMUS + ¢,

Hypothesis 2: Employee performance will be improved by BPR implementation?.

Model 3: PP =q, + 8,BPR+ 8,9 ZE + B, AGE + B, TMUS + ,

Hypothesis 3: Employee performance will be motivated by performance evaluation.

Hypothesis 3ac Employee performance will be motivated by performance evaluation of costs

reduction in internal process.

Hypothesis 3b: Employee performance will be motivated by performance evauation of costs

reduction in external process.

Hypothesis 3c: Employee performance will be motivated by performance evaluation of

quality improvement in internal process.

Hypothesis 3d: Employee performance will be motivated by performance evaluation of

quality improvement in external process.

Hypothesis 3e: Employee performance will be motivated by performance evaluation of

|ead-time shortening in internal process.

Hypothesis 3f: Employee performance will be motivated by performance evauation of

! ITcrmgrp: T investment for customers’ relationship maintenance and product development;

ITcoswe: IT investment for costs reduction; BPR: Business process reengineering; SIZE: Firm™ s size; AGE: Firm™ s
age; TMUS: Top managers understanding and supporting.

2 PP: Employee performance; BPR: Business process reengineering; SIZE: Firm’s size; AGE: Firm’s age; TMUS:
Top managers’ understanding and supporting.

10



|ead-time shortening in external process”.

Model 4: PP =o, + B,,PE . in + BisPEsst_ex + B S ZE + B, AGE + 5,, TMUS + ¢,
Model 5: PP = atg + B,PEquaiy-in + BssPEquatiyex + B S ZE + By AGE + B TMUS +
Model 6: PP =q, + B,PE, . . + BuPEie o + B I ZE + By AGE + B, TMUS + &,

5. Conclusions and suggestions

5.1 Discussion of Research Results
There are three hypotheses in this research. The first hypothesis examines the

relationship between IT investment and BPR implementation. Hypotheses 2 and 3 examine
the relationship between BPR implementation, employee performance and performance

evauations. The empirical results of these three hypotheses tests are summarized in Table 20.

First, the empirica results support Hypothesis 1 suggesting that during BPR
implementation, companies who make IT investments will improve customers relationships,
improve product development, and reduce costs. The benefits of IT investment in BPR
implementation have been discussed above. A strong case can be made that the relationship
between IT investment and BPR implementation are positively related. With the help of IT,
companies can more effectively gather information on customer needs and better meet market
demands. This reduces the costs of producing unpopular products or discovers the potential
market. By producing the right product, companies can better satisfy their customers and
increase their market share. 1T investment can also reduce transaction time, reduce paper

work and better utilize human resources.

3 . L
PP: Employee performance; PE...i,: Performance evaluation of costs reduction in internal process: PE q.ex:

Performance evaluation of costs reduction in external process; PEgaiity-in: Performance evaluation of quality
improvement in internal process; PEgaiiy-ex: Performance evaluation of quality improvement in external process;
PE:ime-in: Performance evaluation of lead-time shortening in internal process; PEme.ex: Performance evaluation
of lead-time shortening in external process; BPR: Business process reengineering; SIZE: Firms’ size; TMUS: Top
managers’ understanding and supporting.
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When top managers decide to implement BPR, it is expected that companies’
performance will be improved and employee performance will be improved. Hypothesis 2
tested the relationship between BPR and employee performance. The empirical results
support hypothesis 2 that employee performance will be improved through the BPR

implementation.

The implementation of BPR will create a new working environment and the need for
new employee work habits. It is not easy for employees to adapt to the new conditions, and
linking employee performance evaluation to internal and external processes can encourage

employees to utilize the ewly designed processes.

Hypothesis 3 examined how employee performance might be motivated by performance
evauations in BPR implementation. The empirical results support hypotheses 3a, 3c, 3d and
3e. Thus, employee performance should be improved by performance evauations linked to
cost reduction and lead-time shortening in internal processes. Employee performance should
also be improved by performance evaluations linked to quality improvement in both interna
and external processes. Most companies in Tawan are origina equipment manufacturers
(OEM) who will increase their competitiveness by reducing product costs and production
cycle time. Performance evaluations can be established to measure whether these goals are

achieved or not.

12



Table 20: Empirical Results of Hypotheses Tests

Hypotheses Results
Hypothesis 1: Companies will make IT investment during Supported
BPR implementation.
Hypothesis 1 a Companies will make IT investment [in Supported
customers’ relationship maintenance and products development
during BPR implementation.
Hypothesis 1 b: Companies will make IT investment in cosis Supported
reduction during BPR implementation.
Hypothesis 2: Personnel performance will be improved by Supported
BPR implementation.
Hypothesis 3: Personnel performance will be motivated by Partially
performance evaluation. supported
Hypothesis 3 a Personnel performance will be motivated by  Supported

performance evaluation of costs reduction in internal process.

Hypothesis 3 b: Personnel performance will be motivated b
performance evaluation of costs reduction in external process.

y Not supported

Hypothesis 3 c¢: Personnel performance will be motivated by  Supported
performance evaluation of quaity improvement in interng

process.

Hypothesis 3 d: Personnel performance will be motivated by  Supported
performance evauation of quality improvement in externd

process.

Hypothesis 3 e Personnel performance will be motivated by Supported

performance evaluation of in interna

process.

leaetime shortening

Personnel performance will & motivated by
leagkime shortening in externa

Hypothesis 3 f:
performance evauation of

Not supported

process.

5.2 Future Research Suggestion
Companies can increase their competitiveness by successfully implementing BPR. They

establishment is expected as a factor to encourage employees to uti

measured by performance evaluations.

The performance evaluation established by companies can also be viewed as a tool to

13

expect their company’s performance will be improved by the BPR implantation. However,
implementing BPR sometimes will redesign the original business process. It is not easy for
employees to get used to the new process. Therefore, the performance evaluation
lize the new process.
Employees using the well designed process will improve their performance by becoming
more competitive. To know that their performance has been improved also need to be

measured by performance evaluations. Their reward are paid based on the performance which




communicate companies’ strategies to employees. According to the concept of Balance
Scorecard that the performance evaluations are established based on the company’s strategies.
Employee achieved the expected performance of performance evaluations are helpful for

achieved company’s strategies.

5.3 Research Limitations
After analysis the data, there are some topics need to be pointed out that may require

further research.

1. Sdf-report questionnaires are used in this research which may not produce objective

data because it may be affected by the respondents’ personality, etc.

2. The respondent companies in this research are listed on the Taiwan Stock Exchange;
companies which are not listed on Taiwan Stock Exchange may not have the same

outcomes found in this research.

3. Thisstudy only examined the relationship between IT investment, BPR implementation,
performance evaluation, and employee performance. It is suggested that more variables

could be included for further research.

4. There are only eight industries included in this research; different industry types can be

compared and analyzed for further research.
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