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Abstract: In the pursuit of economic survival in the current competitive conditions with the aim of long-term
prosperity and sustainability on the market, many companies today approach significant strategic changes in
the management of their business. The purpose of this study is design of a systematic procedure for implement-
ing strategy changes into internal business processes for a project-oriented production type of organization. In
the first part of the contribution, a summary of the theoretical starting points for the field of strategic manage-
ment and change management is presented. Based on the analysis analysis of the current situation in the area of
the impact of the change of strategy on the management of business processes, it is assumed that the problem of
reaction to the external environment does not lie in external factors but is rather related to how the management
of the company can process these factors, especially if the external environment is constantly changing and dy-
namic. The main findings are summarized into the proposal of the procedure for implementing strategy changes
into internal business processes. The proposed procedure includes steps where the selection and verification of
key performance indicators at individual levels of management plus the quantification of the impact of the
change in strategy on the processes takes place. The management can thus monitor and evaluate the chosen
processes in accordance with the fulfilment of the chosen strategy of the company. The conclusion indicates the

verification of the proposal for the systematic introduction of changes into the processes.

Keywords: advanced industrial engineering, strategy, management, business processes, business
performance, key performance indicators.

1. Introduction

Due to the constant growth of input costs (personnel costs, energy, input materials, etc.),
many Slovak companies have found themselves in this difficult position, having to wage
tough competitive battles both on domestic and global markets. Free disposable capital, a
traditional position on the market and, finally, long-term management experience, but
above all the ability to use radical innovation of internal processes, tools for managing
these processes and online monitoring of selected parameters as a very effective weapon,
become a great competitive advantage.

The key to success is not the micro-management of individual operations but focusing on
the main internal processes in the company in such a way that improvements can be
achieved in terms of critical weight of performance, such as costs, quality, services, dead-
line fulfillment and, above all, orientation to the customer and his problems and the chal-
lenges it encounters in the implementation of its business models.

A project-oriented production organization that pursues a single goal, namely the suc-
cessful implementation of individual projects in terms of cost, meeting deadlines, cover-
ing overheads and, of course, expected profitability. With the successful implementation
of individual projects and the non-exceeding of individual budgets in the administration
departments, the continuous fulfilment of the relevant business plan of the company in
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the relevant year is also guaranteed. The preparation process of internal process changes
in view of the company's changing strategy consists of several parts that are essentially
independent, but mutually connected Figure 1.

Changing the strategic plan
W W

Strategic Technical Proposal for Implementation
vision forecasts changes of changes

Figure 1. The relationship between strategic plan changes and process change.

A change in a strategic plan is a change that is based on the results of strategic planning,
and forecasting is a result of technical forecasts. In this process, the healthy core of the
company must be used as a basis for achieving set goals, supporting strategy creation and
defining priority changes in internal processes. The process of changing internal processes
due to changes in the company's strategy is divided into two phases: design of changes
(concept, plan) and implementation of changes. The proposal is the beginning of the
change process and contains the position of the project in the company, value indicators
and also all managerial, operational, social and technological changes. Implementation is
the process in which we develop plans for internal process changes and these changes are
gradually implemented, monitored, evaluated and corrected with corrective actions.

2. Methods
Various research methods have been used to research the topic:

e  Analysis and synthesis — the method was used in the summarization of theoretical
knowledge, as well as in the design part of the work.

e  Abstraction and concretization — the method was used in the design of the method-
ology for the implementation of strategic changes into business processes.

¢ Induction and deduction — the method was used in the design of the implementation
of strategic changes in business processes.

e  Comparison — the method was used in the design part when designing the analysis
for assessing the cost of projects.

e  Case study - the method was used to verify the design of the methodology.
e  Observation - the method was used in cooperation with a production company.

3. Literature review

3.1. Strategic management

Today, most authors and managers consider strategic management to be a complex, in-
ternally structured and continuous process [1], [2]. A simple model of strategic manage-
ment was presented in his work by T.L. Wheelen and D. Hunger considering the continu-
ity of the basic phases. It is possible to state that strategic management is an iterative pro-
cess, gradually passing through individual phases and their steps, a process that is con-
stantly and continuously ongoing.

Strategic management integrates multiple procedures and analyses, which evaluate the
organization's results and adapts them to changes in the external environment. It is a rel-
atively complex process that involves several managers in the organization and affects the
actions of all employees of the organization [2].
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The following Figure 2. describes the steps of the strategic management process as a con-
Hn110118 Nrocess.
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Figure 2. Steps of strategic management.

The first step of strategic management is the formulation of the strategic intent. It
primarily contains the determination of the business vision and mission of the organiza-
tion. Based on them, the long-term strategic goals of the organization are established.
Briefly, the vision of the company can be characterized as a time-bound description of the
form into which the company wants to transform at the end of the planned period. The
vision represents an attractive picture of the company in the distant future. The mission
is then a time-bound formulation of the company's future focus, while the mission pri-
marily answers the question "Who are we?" ", "Why do we exist? ", or "What is the basic
meaning of our existence? "The answers to these questions create the basic values of the
organization. The strategic goals of the organization should be based on the already es-
tablished vision and mission of the company. Strategic goals define the end state toward
which the organization's vision is directed. Their purpose is to define a measurable out-
come of the vision. Part of this step is the analytical phase, i.e., a detailed analysis of the
internal and external environment of the organization [3].

The analysis of the internal environment of the organization aims to identify the
strengths and weaknesses of the organization in relation to the established strategic goals,
vision and mission of the organization. The purpose is also to identify key competencies
and key vulnerabilities of the organization [4].

The analysis of the external environment focuses on identifying those opportunities
and threats of the external environment that could affect (positively or negatively) the
achievement of the set strategic goals. There is a relatively wide range of tools for ana-
lyzing the internal as well as the external environment [4].

The last part of the formulation of the strategic intention is the so-called strategic
synthesis, for which a SWOT analysis is usually used, which serves to determine the stra-
tegic position of the organization.

The second step of strategic management is the creation of the strategic plan itself.
Based on the performed SWOT analysis [10-14], variants of the strategy are determined
and subsequently, the selection of a suitable variant of the strategy is based on the synthe-
sis of information from the internal environment of the organization as well as from the
analysis of the external environment. After choosing a suitable variant of the strategy, the
results are confronted with the original ideas about the vision of the company, its mission
or established strategic goals. If the results of the analysis proved that the originally in-
tended vision and strategic goals are unrealistic (oversized or undersized), it is necessary
to adapt the vision and strategic goals to these results. Subsequently, it is necessary to
specify the strategy for different levels of the organization. For all strategies, it is expedient
to create an implementation plan according to the chosen management method, such as
BSC, and EFQM. The result of this step is a detailed strategic plan for the organization [3].

The Balanced Scorecard (BSC), a strategic performance-management tool that
brought strategy and clarified major organizational objectives for companies” agendas [5],
significantly contributed to this process. Many leading companies began to adopt the BSC
when they found that it allowed them to improve performance, linking all organization
members in a joint effort to achieve the organization’s overall goals and objectives. [6-9]
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The ability to achieve ambitious goals depends, as such, on organizational capabilities for
learning and growth. [15-19]

The third step of strategic management is the implementation of the strategic plan in the
day-to-day activities of the organization. In this step, the strategic plan is elaborated into
tactical and operational plans, which affect the day-to-day activities of the organization
and all management functions are subordinate to them - planning, organizing, leading
and controlling.

The fourth step of strategic management is strategic control, which enters the process of
strategic management. Each of its steps allows measuring the ongoing results of the entire
process and correcting individual steps. At the same time, it brings continuity to the entire
process and makes strategic planning a never-ending process.

3.2. The management of change

The driving force behind changing a company's strategy is always the desire to move
the company to a higher level or improve its economic results. An important factor is to
realize that a change in internal processes caused by a change in strategy is always a rela-
tively large intervention in the internal functioning of any company. Therefore, it is nec-
essary to focus on a correct and meaningful awareness of what changes need to be made
and how to understand these changes in the wider context of all processes in the company.

Categorization of changes in internal processes caused by a change in the company's
strategy is a process in which changes can be divided into three basic groups Figure 3.
according to the severity of the influence of depth on process redesign or adjusting the
strategy.

Adaptive changes Transformational changes

Process optimization Process redesign Strategy redesign

- Optimization of individual processes Company-wide organizational Company-wide reorientation of
- Decentralization within existing implementation of the process procedures and construction
processes and organization of building Issues beyond the scope of processes Integration of process-extending and
optimized processes remain unprocessed external influencing factors
Orientation to a new customer
New product
New market strategy
New setting of internal culture
Team work

Isolated monitoring of processes Changing external framework Basal review of all used resources
without monitoring key competencies conditions in the company, with related to complex business activity
and priorities customers A total/radical change in the
The changing framework conditions There is a lack of implementation of orientation of the company's business
are not taken into account activities aimed at the overall change towards external conditions

of the company's orientation

Evaluation

Limited/Tactical High Strategic

Assumed permanence of changes

Figure 3. Essential distribution of changes according to the severity of the impact of process changes.

Change management is influenced by resource settings and the selection of key per-
formance indicators (KPIs). [20] Companies process thousands of data, looking for suita-
ble indicators so that they can make decisions and manage the company's internal pro-
cesses. It is a process of guiding organizational change to implementation, from the earli-
est stages of conception and preparation, through implementation and finally to resolu-
tion. Change processes have a set of initial conditions and a functional endpoint. The pro-
cess in between is dynamic and takes place in stages.

From the point of view of company performance, companies monitor financial perfor-
mance indicators and the most used indicators that are implemented in IS or are provided
within management information systems (MIS), such as:

e evaluation of the management result through the income statement, or balance
sheets;
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e  assessment of financial flows. [21-24];
e indicators resulting from the company's financial statements;

e  activity indicators: inventory turnover time, debt collection time, liability maturity
date, total asset turnover,

e liquidity indicators: immediate liquidity, current liquidity, total liquidity;

¢ indebtedness indicators: total indebtedness, self-financing coefficient, credit indebt-
edness;

e  profitability indicators: profitability of total assets (ROA), profitability of equity
(ROE), profitability of sales, profitability of costs, return on investment (ROI);

e  market value indicators: profit per share, dividend yield;

. cost indicators: total cost, personal cost.

To the most used indicators from the point of view of the owners, e.g., belong to:
e  Economic value added — EVA (Economic Value Added).

Value added by the market - MVA (Market Value Added).

Added value for shareholders - SVA (Shareholder Value Added).
Profitability of net assets - RONA (Return of Net Assets) and others.

4. Analysis of the Impact of Strategy Change on Business Process Management

Every company management in this hectic time faces the challenge of maintaining stabil-
ity and achieving a certain level of predictability of the company's performance. [25-27]
To meet new challenges and business interests, organizations must constantly monitor,
evaluate and adjust their strategic initiatives. When a new strategy needs to be imple-
mented [28], it is usually up to managers to ensure its successful implementation. Infor-
mation on how to successfully implement strategic change into processes usually contains
several step-by-step procedures that are very general.

The subject of the investigation was the realization of how the change affects the strategy
and internal processes of the organization. This is done by describing what change is, dis-
cussing categories of change, external drivers of change, and perceptions of change initi-
atives as negative or positive [29-30]. The consequences of changes in strategy can take
many forms. For example, it brings different challenges to different people depending on
their position in the organizational hierarchy.

Whenever we change our strategy, we encounter the following questions:
e  Whatis changing?
e  Why is it changing?
e  How will it affect our area?
e  How will it directly affect us?
Each of these questions basically has a common denominator and that is internal pro-
cesses. All these questions will once be transformed into the change of these processes. It
is therefore important to examine the impact of a change of strategy on the change of

internal processes, so that it is possible to better predict the development after the change
of strategy on this basis.

Analysis of the impacts of strategy changes showed that strategy change is a process
that refers to the overarching goals and objectives of business. Strategic decisions affect
what business area the company operates in, who it benefits and how it benefits, as well
as how the business functions internally. It is very difficult to predict exactly what will
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happen when an organization changes its strategy, but companies experience several
common positive and negative effects when they undergo a strategic transformation.

The company's strategy guides all management decisions from the front line. Strategic
plans act as a road map that helps businesses achieve the big vision of their owners and
top managers in practical ways. A change in an organization's strategy can change the
way an organization operates, changing everything from the organizational structure to
the daily routines of employees. When changing the strategy, it is vitally important to
realize the individual correlations between the sub-strategies themselves and the internal
processes. Not all effects of change are positive. Internal employee resistance can be a ma-
jor obstacle to effective change implementation, as some people strongly resist any kind
of change to the status quo or daily routine. There is also always the possibility of failure
in new initiatives, leaving the company in a worse position than it was before the change.
There are fundamental factors that fatally affect the success of implementing strategy
changes into internal company processes, and they are the following:

e  Lack of vision.

e  Resistance to the "old culture".

e  Incompetence.

e  Inaccurate monitoring.

e Inadequate evaluation.

e  Reluctance to learn from experience - lessons learned.
e Lack of flexibility.

e Insufficient support from top management.

Based on the analysis, we can assume that the problem of reaction to the external
environment does not lie in external factors but is rather related to how the management
of the company can process these factors, especially if the external environment is con-
stantly changing and dynamic. Each input for the needs of strategy change is generally
based on three aspects of Figure 4., which form a strong stimulus for changing the corpo-
rate strategy in the context of changing internal company processes.

Businesses that are very inefficiently managed Survival of the enterprise itself
Weak market position Preservation of production capacities
Hardly pushed by the competition

Businesses that are managed satisfactorily Gaining a competitive advantage
Strengthening the market position
Hardly pushed by the competition

Businesses that are managed satisfactorily Sustainability

A decent market position Participation in amendments to legislative
They know how to deal with competitive frameworks, economic policies

pressure

Figure 4. The status of the enterprise and the target state of the change.

5. Proposal for implementing strategy changes into processes

The process of implementing a change in strategy is an essential question of how to
implement this sometimes very complex process for every business without disrupting
the smooth running of the business so that only necessary internal processes are changed.
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Based on the studied sources and the experience of managers from practice, the method-
ological procedure of implementing the change is divided into the following steps and the
relevant parts of Figure 5.

b
KPI o Quantifying
Input data Change of internal monitoring, M:“'to"'_"g i T gs FlrrE
processes quantification change in achangein change
of changes management strategy
Analysis of input Selection of processes ) v
strategic visions
Detailed analysis
5 Identification
;":’rl‘f:x‘;f:;to“ Process selection Selection of reasons Defining action
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Figure 5. Proposal of steps for implementing strategy changes into processes.
5.1 Input data

The goal of this step is to define the input data necessary for the implementation of
individual analyzes and steps of the methodology. The methodology begins with a stra-
tegic intention, i.e. by defining the organization's goals and using them as a benchmark to
measure performance and progress. An organization's vision and direction should be spe-
cific, actionable and measurable, not broad. This is the point where companies outline
their future business focus, be it profitability, shareholder wealth or market leadership.
Basic analyzes at the level of the proposed methodology include:

The analysis of the input strategic visions is proposed as a process of quick forecasts-
brainstorming at the highest level of the company's management and can concern differ-
ent parts of the company. The result of this process is the creation of strategic visions,
which will provide us with a quick overview of business conditions, estimate the compa-
ny's strengths and weaknesses, and reveal opportunities for change. The basic goal of stra-
tegic visions is to set the goals of the company, to create an idea of the future in the rele-
vant field, to establish structures for the realization of visions and to generate sufficient
support for the implementation of changes in internal processes. Strategic visions enable
company management to define and communicate the cause-and-effect relationships that
provide the value proposition of their business, and the results report is an effective tool
for implementing and monitoring the company's strategy. A system based on strategic
visions, therefore, provides some guidance for gathering and communicating information
about value creation.

The analysis of the factors of the external environment and the position of the company
on the market is for the purpose of a detailed examination of the external environment, it
is possible to implement the following analytical tools:

e  Market analysis.
e  Porter's 5F.
e SWOT analysis.
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The design of the tools is based on empirical experience when during the implemen-
tation of several analytical tools, the best results were achieved precisely with the help of
the mentioned analytical tools due to the easy education of the entire team and also with
regard to a very complex view of the company and its position in the competitive envi-
ronment.

Customer satisfaction analysis collects data through a survey or questionnaire to identify
the behaviours that lead to satisfied or dissatisfied customers. The level of customer sus-
tainability and its impact on profits can be expressed in graphs for better visualization. In
this data, we can detect trends in dissatisfaction and correlations with data on customer
loyalty behavior. Findings from a customer satisfaction survey help the business develop
action plans to address weaknesses and identify people responsible for improving pro-
cesses. Regular and repeated evaluation of the process usually keeps it on track.

The analysis of the factors of the internal environment is an important process that al-
lows the management of the company to estimate the willingness and ability of the com-
pany to initiate changes in internal processes within the framework of the strategy change.
This helps predict the time required to implement these changes. The primary goal of
technical forecasts is to prepare the company for fundamental changes:

e Defining the scope of required changes.
e  Full understanding of the direction and impacts of changes.

e  Preparing the company for technical changes, such as changes in internal processes,
information system planning, defining new internal processes.

To successfully understand the overall impact of the strategy on the change of internal
processes, the following facts should be taken into account in the process of technical fore-
casts:

e  Business plans of the company.

e  Key account management.

e  Perception of the company by customers.

e Carrying out measurements-monitoring in the company.
e  Organizational structure and its adaptation options.

e  Company culture.

e  Operational possibilities of the company.

e  Capacity options of the company.

e Infrastructure and use of internal technological possibilities.

The financial and economic analysis of the company will provide an assessment of
economic trends, the setting of financial policy, the compilation of business activity plans
and the identification of projects. This is done through the synthesis of financial numbers
and data. During the research, the following ratio financial indicators were verified to
enable comparison with other companies' data or with the company's own historical per-
formance:

e REVENUES - income.

e  EBITDA - profit before interest, taxation, depreciation and amortization.
e  PBT - profit before tax.

e NET DEBT - net debt.

° ROE - return on equity.

These ratio financial indicators are comprehensive and clearly interpret the compa-
ny's performance and serve for a quick and accessible comparison of data obtained from
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publicly available sources within the framework of a competitive benchmark on the EU
market and within the framework of the application of the EU uniform directive on finan-
cial indicators of companies.

Cost-benefit analysis is the process of comparing the forecasted costs and benefits (or
opportunities) associated with a project decision to determine whether it makes business
sense. The cost-benefit analysis involves adding up all project costs and subtracting that
amount from the total projected benefits of the project or decision. If the expected benefits
outweigh the costs, it can be argued that the decision is a good one. If, on the other hand,
the costs outweigh the benefits, then the company may want to reconsider its decision or
project. Cost-benefit analysis is a form of accurate data-driven decision-making. Based on
the research of the implemented projects, a cost tracking group was proposed and divided
into the following categories:

e  Material complexity of projects (MN).

e  External cooperation (KOOP EXT).

e Internal performances (INT).

e  Other direct costs such as transportation, travel, rent, etc. (OPN).
e  Correct overhead (SR).

e  Ratio of internal/external performances (INT/EXT).

The proposed categorization of costs is based on a comprehensive assessment of pro-
ject management and controlling monitoring of incoming costs in specific parts and
phases of the project.

5.2 Methodology for changing internal processes

The change in internal processes resulting from the change in the company's strategy is
proposed to be solved according to the individual successive steps in Figure 6.

Detailed
analysis

Selection of
processes

Process
selection

Prioritization ‘ desigi ‘ i ‘ inabili

‘ RCA

v
v briefings
Process Analysis of * KPI monitoring

causes

Selection
and
determinati
on of
priorities

Resource Categorization Ownership
allocation of processes processes

Change of
corporate
culture

Choice of
basic
processes

Online
instructions

Alternative
processes

Defining
customer

Bench-
marking

¥

requirements

adaptation

Figu_re 6. Graphic representation of the proposed procedure for changing internal processes.

Process selection is carried out throughout the company with the participation of all
departments. In this process, it is very important to take into account all internal aspects,
so that no relevant process is left behind, otherwise there is a risk of failure of the entire
main process. If all relevant processes do not undergo changes, the resulting main process
will never function comprehensively as a whole.

A detailed analysis of business processes helps to increase the efficiency of the pro-
cess. It evaluates how well the process achieves its ultimate goal. Business process analysis
identifies and examines each part of the structure, including the process itself, stakehold-
ers, information exchange, and others. Accordingly, it can help identify potential im-
provements within the process, making it easier to execute a reengineering initiative
sometime down the line. The analysis will result in a limited group of processes, which
will be properly documented. These processes will have assigned resources and will have


https://doi.org/10.20944/preprints202207.0433.v1

Preprints (www.preprints.org) | NOT PEER-REVIEWED | Posted: 28 July 2022 d0i:10.20944/preprints202207.0433.v1

defined requirements from customers. In the analysis, it is necessary to focus on three
main topics:

e  Change in the way the process is carried out due to the change in strategy.

e  Determining whether the process is operating at maximum potential capacity.

¢  Determining whether the process should be improved or redesigned.

The selection of the priority process will be carried out on the basis of the priorities
that result from a detailed analysis of the processes, where all the factors mentioned above
are taken into account. The point of process selection is to understand how you can im-
prove your internal process. Using the findings from the previous steps, deficiencies can
be addressed and potential improvements can be made. The kind of enhancements that
would work for a particular business always depends on the particular situation. When
choosing a process, the long-term effects of any changes must not be forgotten.

RCA - Root Cause Analysis has the task of systematically identifying the root causes
of the problem and an effective way for an adequate response to the given cause. The
analysis is based on the dogma that it is best to find a way to prevent problems. During
the RCA analysis, the factors affecting the specific process that is the subject of the solution
are identified. The goal of this analysis is to reveal the underlying causes of deviations
and errors so that we reduce their occurrence in the future or their impact.

Prioritization will determine the time schedule for deploying new or optimized pro-
cesses in order to ensure the successful implementation of changes in the company's in-
ternal processes. An important factor in setting priorities is the awareness of the financial
complexity of each such implementation. A large part of the company's budget will prob-
ably be spent on material and personnel support for the running of the company, so it is
necessary to check whether there is enough funding for each of these activities. If it is not,
some priorities probably need to be adjusted.

The redesign is the immediate implementation of immediately feasible improve-
ments, the so-called Quick-wins processes and the creation of alternative processes. How-
ever, with these changes, one must consider the factor that although something may seem
wonderful in the short term, it can be disastrous in the long term. For example, increasing
the speed of a process can double the rate of defect risk, which brings the company back
to square one in terms of process improvement and reduces the company's profitability
as the cost of poor quality increases.

Depending on the findings, a decision needs to be made whether small, modest
changes are made to the process or whether it needs to be completely overhauled. While
"re-digging the process" later may require more resources and time, the effects of the effect
of elapsed time can be very different.

The implementation phase occurs when the proposed solutions are transformed
into actionable processes that can be verified through process simulations, prototypes and
pilot projects. A very important part of the implementation process is the education phase,
which must be included in the implantation phase in order to take advantage of the par-
allel synergistic effect. This sub-phase of education should be supported by already pro-
cessed online instructions and procedures, which of course can still change in this phase.
A critical part of the implementation process is a detailed timetable, with marked partial
milestones so that all necessary stages have their time and resources allocated.

Sustainability is the last key phase of changing internal processes, the sustainability
of these changes, which we can ensure through constant KPI monitoring. Through con-
stant monitoring and measurement, the process of improvement and improvement of the
internal company process is continuously initiated. "Ownership" of processes is also an
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important element of successful sustainability, where it is clearly defined for all involved
who is responsible for which process, and who is responsible for updating the given pro-
cess so that this process always follows the latest trends and needs of the company.

Organizational assurance of process change is the basis of successful process
change and its sustainable deployment across the entire company. It is desirable to build
teams that will be precisely optimized for the solution of a specific process, in order to
take full advantage of the synergistic effect that can be found in several processes Figure
7. Ideally, build interdisciplinary work teams so that the team includes all those who in
any way touch the process to be optimized. In such teams, the so-called "professional
blindness", which is often a very determining element when introducing any changes in
already running processes.

governing bodies ‘

Steering

Committee
Top management

Management team
All team members
responsible for processes

——

Process 1 Process 2 Process 3

Ce tion on the basis of Know- Small core teams capable of Pro cess 4
How, not on the basis of hierarchical handling essential tasks, these Bottom-up process collaboration
in the company teams are expanded if necessary

c ion of all dep
involved in a specific process

Process change variations

Figure 7. Organizational assurance of process change.

Among the main factors affecting the success of internal process change are:

e  The dynamics of growth and expansion of the company, are very closely connected
with the strategy of the company.

e  Analysis of strategic value-generating processes.

e  Realistic assessment of the current situation, not concealing reality.

e  Determining strategic goals that correlate with the monitored process.
e  C(lear definition of the business plan.

e  Consideration of business activities.

e  Customer involvement (customer perspective on process change).

e  Previous process reorganizations.

e  Motivated team. Experiences.

e  Execution of these activities by a dedicated key team on a full-time basis and not as
part-time activities in addition to daily operations.

e A detailed timeline with clearly defined milestones that can be evaluated, including
a process validation pilot test.

Among the main factors not affecting the success of internal process change are:
e  Unrealistic setting of goals and expectations.
e  Missing or insufficiently detailed "how it to do" methodologies.
¢  Weak involvement of top management.
e  Unpreparedness and inflexibility for changes.
e  Excessive concentration only on cost reduction.

e  Efforts to make changes only in individual departments without the possibility of
cross-implementation through several departments or the whole enterprise.
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e  Too many parallel implementations of changes in internal processes started.
e Incorrect graduation and enforcement of changes among employees.

e Insufficient connection to the latest IT technologies, weak IT support, undefined IT
strategy.

5.3 Monitoring of key indicators and quantification of changes

Key performance indicators (KPIs) are a set of quantifiable measurements used to
measure a company's overall long-term performance. KPIs specifically help determine a
company's strategic, financial and operational achievements, especially when compared
to the results of other businesses in the same sector. Key performance indicators measure
a company's success against a set of goals, objectives, or industry competitors. KPIs can
be financial, including net profit, gross profit margin, liquidity and cash availability, etc.
The proposed KPIs are very clear to compile, and benchmarks are easily comparable with
respect to the specifics of the company:

e Annual gross turnover in Euro.

e  EBITDA in Euro.

e EBITDA in %.

e CAPEX.

e  Cash Flow from Operations in Euros.
e  Net debt in Euro.

e Net debt/EBITDA.

e Occupancy in the current year in %.

e  Occupancy in the following year in %.

Determining the planned target value for a given period, which the company
should try to meet in view of the development of the external environment, clearly pre-
sents how to manage the performance of the company in order to keep up with the overall
goals. During the process of setting KPI goals, it is necessary to communicate frequently
with your team to ensure strategic alignment of the entire business so that all team mem-
bers are on the same page. The given specific values must be in close correlation with the
short-term and long-term business plans of the company.

KPI monitoring is the definitive means of tracking the most important key perfor-
mance indicators for increased business success. Enterprise resource planning (ERP),
Management information systems (MIS) provide organization and visualization of large
data sets from databases. KPI monitoring requires automatic and online evaluation and
presentation in the form of required reports, and dashboards at each management level
of the company after fulfilling the conditions of Figure 8.
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Figure 8. Graphic representation of the monitoring conditions of key indicators.
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5.4 Monitoring changes in the company's strategy

The final stage of strategic management is the analysis and evaluation of the results
achieved through changes to the strategic plan. By measuring the performance of an or-
ganizational strategy, a business can decide whether to stay "on track" or adjust the stra-
tegic plan to adapt to changing market conditions. Monitoring and evaluation of the stra-
tegic plan provides an overview of possible failures and whether a change of direction in
the overall vision of the company is necessary. It is important for companies to regularly
review their strategy and determine what is working and what is not.
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Figure 9. Graphical representation of the change monitoring design.

When monitoring the impact of strategy changes, current and achieved values of key
indicators are compared. It is evaluated whether the given key indicator is justified and
whether it is important to monitor it. The impact of the strategy change is evaluated at
four levels Figure 9:

e  Company strategy.
e  KPI of the company.
e  KPI of the project.

. Process KPlIs.

In this process, the consequences of a change in strategy that affect internal processes
are identified. Another procedure for dealing with the process to which the changes con-
cern is described in detail in chapter 5.2 (Methodology for changing internal processes)
and graphically presented in Figure 6.

If there are changes in the strategic direction of the company, it is necessary to define
new action plans. It is recommended to model the alternatives before introducing the
change, which will be evaluated through a unified metric at the current level of
knowledge. Monitoring is carried out at all the above-mentioned levels of management,
i.e.j. strategy, enterprise, project, process.

Monitoring of changes in management is carried out through indicators. It is used to
monitor pre-defined deviations in the required interval. If the set deviation is exceeded,
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the set processes are re-evaluated. The initialization of the change triggers a reassessment
of the fulfilment of goals, and KPIs at each level and is governed by the following rules:

e It is necessary to reassess the superior level whether the fulfilment of the goals will
be sufficient.

e  If there is no change in goals, the setting of the indicators will be left at the original
value.

e Inthe event that the current level or the superior level of the target is re-evaluated, it
is necessary to recalculate the scope of the set boundaries of the indicators' targets at
lower levels as well.

By identifying the causes of strategy changes, some factors can be revealed. In a
global view, we can summarize the factors into groups:

. Changes in the political, economic, social, technological, ecological or legal environ-
ment that will affect the business and require certain adjustments that the business
must make.

e  Competitors have changed their approach or strategy. Competitors' meritorious ac-
tions can have an impact on whether it is viable for the company to continue with its
own chosen strategy. Of course, not all competitors' steps should be directly imitated,
but every company should be aware of the impact of changes made by competitors.

e New growth opportunities. For example, a firm may find that a closely related in-
dustry is growing rapidly and then decide to diversify the firm to take advantage of
this new growth opportunity.

e Our own strategy is not working. There may be elements that do not work as in-
tended, requiring some adjustments to be made based on market insights. This is a
change caused by exceeding one or more target values of selected monitored indica-
tors.

e  Changes at the input level, such as input energy factors. Further, for example, rela-
tions with suppliers or customers. One-sided dependence on the supplier/customer
base may begin to create greater bargaining pressure on the business, which may
result in a change in business strategy to balance or eliminate the bargaining power
of suppliers/customers.

Changing a strategic goal is a process in which we change one or more strategic goals at
the same time. This change can be only partial or it can turn into a global change in the
company's strategy. This process is triggered whenever at least one of the reasons for
changing the strategy described in the previous chapter appears in the company or in its
external environment. In the internal environment, the initiator of a change in the strategic
goal is often non-fulfilment or significant deviations in the key indicators that were chosen
for assessing performance at all levels of management. The application in practice can
look like this:

e  We do not have the possibility to evaluate KPIs at all levels of the company online
and we always work with "post mortem" data only after the monthly close. Implica-
tion: change your digital strategy.

e  The KPI that monitors the number of financial resources going from the company to
external cooperation exceeds the prescribed limits. Implication: change the outsourc-
ing strategy to insourcing.

e  KPI, which monitors the profitability of projects, gradually decreases over a period
of more than 2 years. Implication: change the competence strategy.
We can basically change the strategic goal in two ways. The first way is when we
make a modification of this goal. This means that the skeleton of the strategic goal remains
and only the value or geographical implication of the goal is modified. The second way is
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the complete cancellation of a strategic goal or its replacement with another more current
strategic goal.

The choice of business and process indicators allows the business to align work,
workplaces and workforce with a common set of strategic goals, and this is where an exact
results-driven KPI approach plays a significant role. Adopting a results-based KPI ap-
proach enables businesses to:

e  Align a set of business goals with the vision and strategy within the organization.

e Discover effective strategies to reinforce the right practices to achieve the intended
goals.

e Transformation of strategic goals into key indicators of the company.
e  Determination of criteria for evaluating indicators.

e  Calculation of development trends (a form of horizontal analysis that reveals a
change or trend in the company over a certain period of time).

5.5. Quantifying the impact of changing strategy and internal processes

The most objective and optimal evaluation of changes in strategy and changes in in-
ternal processes caused by them is through the quantification of their impact on the com-
pany's key indicators. For this reason, it is ideal to establish the main key indicators of the
business, which will not change over time. Of course, additional key indicators may be
added, these may change over time, but they will not have a great telling value about the
impact of changes. By correctly setting and naming the main key indicators, it is possible
to very clearly and critically monitor the quantification of the impact of strategy changes.
For their better reporting ability and the creation of better prediction models, it is neces-
sary to implement data collection and comparison on a regular basis. Key performance
indicators suitable for comparison:

e Annual gross turnover in Euro.
e  EBITDA in Euro.

e BPT.

e Net debt/EBITDA.

5.6 Planning of change

The implementation plan includes all the necessary steps that the implementation
team should take in order to achieve the common goal. An implementation plan is a doc-
ument that describes the necessary steps to achieve a common goal. The focus of any im-
plementation plan is to ensure that the implementation team can answer the who, what,
when, how and why questions before the actual implementation begins. Each action plan
should combine strategy, processes and activities. A comprehensive action plan should
include everything from the project strategy to the budget to the list of people working on
the project. The action plan should include at least the following topics:

e  Description of the initiative.
o  Key results.

e  Team composition.

e Assumptions.

e  Risks.

6. Presentation of results of the systematic procedure of implementation of strategy
changes

The proposed procedure of the methodology for the implementation of strategy
changes into processes was continuously verified in the company Matador Automation,
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s.r.0. Next, we present the results of the steps of the verified procedure and the results
achieved.

6.1 Results of the performed analyses

In the first phase of the procedure, an analysis of the input strategic visions was car-
ried out using rapid forecasts-brainstorming at the highest level of the strategic team. The
result of this process is presented in Figure 10. It is a comprehensive overview of the stra-
tegic directions that the company should follow in the next 5 years.

MATADOR AUTOMATION: STRATEGY 2017 — 2022
Analysis of initial strategic visions

l PLANS (SHORT-TERM) < 2 YEARS STRATEGY (MIDDLE-TERM) 2-4 YEARS VISION (LONG-TERM) > 4 YEARS
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Figure 10. Results of the analysis of input strategic visions.

The implemented analysis of the company's factors, which affects the negotiation
position of the company in the industry using 5F Porter, is in Figure 11.

The threat of new competition

Threat of compensation The bargaining power of the supplier

45

Bargaining power of the buyer Industry Rivalry
5

Figure 11. Results of the 5F Porter analysis.

SWOT analysis Figure 12 was used to analyze strengths and weaknesses, analyze
opportunities and threats.


https://doi.org/10.20944/preprints202207.0433.v1

Preprints (www.preprints.org) | NOT PEER-REVIEWED | Posted: 28 July 2022 d0i:10.20944/preprints202207.0433.v1

+ Qualified and respected supplier of N it rifoli . a q . 2 3
large OEM and TIER1 players arrow customer porticlio ﬁ;c:\:;? of collaborative robetics Increasing R&D requirements

- Limited geographical presence = Industrial automation boom in China
= 14.0 (Non-automotive segment) with potential expansion of Chinese
players to European markets

+ Unigue competence in collaborative
robot applications = Limited capacity
- Above average growth of industrial

+ Recognized innovation capability = Set up of development standards automation in Siovakia and Czech - Automation g T e O
- Own product development Republic developed European markets
+ Mastered key account management * Increasing volume of new car = Increasing number of integrators
models requiring more frequent .
+ Capabilities to prepare and to robotic setup = Lack of qualified people
develop turn key solution
? e = EFRA project developing

+ Know-how sharing between division

Strategické désledky Strategické dasledky

= Potential to use current expertise in collaborative robots to develop innovative = Increase exposure to markets with high expected growth and to market with low
leader positioning automation density within and outside Europe
= Need to develop new clients based on positive references and marked recognition = Need to focus on growth niches in Europe

Figure 12. Results of the analysis of strengths and weaknesses.

The initial analysis of the competencies required for strategic growth in the recom-
mended industries leads to the conclusion that the company has sufficient capabilities to
successfully organically implement the proposed strategic priorities of Figure 13.
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Figure 13. Competence analysis.

The customer satisfaction survey was carried out in-house by the marketing depart-
ment. The survey concerned 5 key customers of the company. The analysis shows that
customers like to use the company's services and competencies. Negative assessment of
the company's attitudes or performance was recorded in any of the survey areas. Custom-
ers also observed and appreciated the continuous improvement of the company in the last
year, where the support of the company's professional training program, which focuses
on HARD and SOFT skills for employees at different levels of management, was fully
positively manifested.

The analysis of the internal environment demonstrated sufficient internal capacity
of the company for the necessary changes in processes due to changes in the company's
strategy. The conclusions that emerged from this analysis can be summarized as follows:

e MATADOR Automation has its own complete set of IA skills.
e With >80% reported resource utilization, IA is utilizing its capacity.

e Acquisition of additional engineering and programming capabilities should be con-
sidered based on ongoing monitoring of the project pipeline.
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e  Capacities in accessory production and assembly and commissioning may remain
outsourced even after further expansion of the business.
e  The company has sufficient equipment and a wide infrastructure for the realization

of strategic goals.

The financial and economic analysis demonstrated financial stability in the com-
pany and additional resources for the necessary implementation of strategy changes with
an acceptable risk of temporary deterioration of the company's results Table 1. For the
evaluation, verified ratio financial indicators were used:

e  REVENUES - income.

e  EBITDA - profit before interest, taxation, depreciation and amortization.
e  PBT - profit before tax.

e  NET DEBT - net debt.

e  ROE - return on equity.

Table 1. Financial and economic analysis

Actuals Flan Actuals Flan
Act-17 JAct-18 Act-18 |Act-19

Flan
Act-17

tuals Flan Actuals
Act-20 JAct-21 Act-21

ctuals Flan
Act-19 JAct-20
40,5

Revenues (Sales + WIP) (MEUR) 240 | 230 B3 253 260 353 | 358 39,6 420
EBITDA (MEUR) 1,8 1,9 2,1 2,1 2,1 3,1 3,2 3,9 4,3 3,8
EBITDA margin % 8% 8% 9% 8% 8% 7,5% 9,2% 10,9% 10,9% 9,0%
PBT (MEUR) 1,0 0,4 1,2 1,3 1,3 2,2 2,0 2,1 2,9 2,5
PET % of Revenues 42% [ 16% @ 52% | 51% | 49% @ 54%  55% | 59% | 72%  59%
Net debt (MEUR) -8,0 5,6 -1,1 -1,1 -4,0 -1,1 -3,5 -4,3 3,3 5,2
Net debt / EBITDA 4,4 [ -5,0 0,5 0,5 -1,9 -0,4 -1,1 -1,1 0,8 1,4
ROE 880% a17%| 122%] 103%] 110%| 163%| 165%| 158% 218% 220%

The cost analysis of the projects showed financial stability at the project level, but in
2017 it clearly showed the company's high dependence on external suppliers. This
knowledge was taken into account in changes to the strategy and in the change of internal
processes in the following years. The following project cost categories were verified for
project monitoring;:

e  Material complexity of projects.

e KOQOP EXT - external cooperation.

e  INT -internal performances.

e  OPN - other direct costs (transport, travel, rent, etc.).
e SR - proper direction.

e  Ratio of internal / external performances.

Table 2. Cost development in the proposed categories

Narast Narast

Narast Narast

Material 8,74 11,51 14,42 11,87 14,55
KOOP EXT 7,90 5,20 10,43 6,20 7,21
INT Vykony 2,38 3,55 7,77 9,68 11,13
OPN 0,11 0,19 0,84 0,67 0,73
SR 3,47 3,52 4,86 5,27 5,91
Total 22,61 110% 2397 "  160% 3832 °  88% 3369 '  117% 39,52

Act-17 Act-18 Act-19 Act-20 Act-21
Materidl 38,68% 48,03% 37,64% 35,23% 36,80%
KOOP EXT 34,96% 21,69% 27,22% 18,40% 18,25%
INT Vykony 10,55% 14,81% 20,27% 28,75% 28,16%
OPN 0,47% 0,80% 2,18% 1,98% 1,84%
SR 15,33% 14,67% 12,69% 15,63% 14,94%
Total 100% 100% 100% 100% 100%
6.2. KPI monitoring and quantification of changes.
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Monitoring of the main key indicators is ensured within the company, which provides:

e  The evaluation of the achieved performances assumes the maintenance of the struc-
ture of indicators in the ERP system. It is implemented with the updating of data on
a daily basis with connection to the ERP system automatically.

e  Trend monitoring and comparison of currently achieved and target values of selected
indicators.

Current systems allow you to switch between individual time periods, which allows
you to follow the trend and compare the fulfillment of target values for selected processes.
The green color indicates fulfillment according to the defined level, red indicates non-
fulfillment of the required values of the planned indicators.

This comparison shows the dependence of the company's KPI on the project's KP], i.e.
when any indicator on the project is exceeded, it is necessary to look at the relevant cost
group from the level of the entire enterprise. It is necessary to carry out corrective
measures on the project leading to the correction of this KPI or to examine whether other
projects in that specific cost group of the company will create a sufficient reserve to cover
this loss so that there is no deterioration of the company-wide KPIs and thus failure to
fulfill the business plan in the relevant year Figure 14.
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Figure 14. KPI monitoring.

The evaluation of indicators is carried out on a weekly basis at the level of top man-
agement. Documents and comments are prepared by the department of the economic
director. Comments, explanations and corrective measures for KPI declines on projects
are prepared by the project management departments of individual divisions, and are
reported through the directors of specific divisions.

6.3. Monitoring strategy changes and their quantification

Monitoring changes in the company's strategy based on internal and external inputs
and regularly evaluating whether the company is following the right path or whether
some strategic goal has already lost its justification is a process that we carry out at the
verified company regularly once a year, based on quantitative data obtained from the in-
formation system for the previous period. The output from monitoring changes in the
company's strategy is a comprehensive report from the information system Figure 15.,
where individual strategic goals set for the respective year in the company are evaluated
based on the traffic light principle. Meaning of colors:
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e  The green color means that the strategic goal has been fulfilled to 90-100%.

e  Theyellow color means that the strategic goal has been fulfilled to 50-90% and further
work will be done to complete it.

e  The red color means that the strategic goal has lost its justification, it is canceled as a
goal.
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Figure 15. Strategy change monitoring report.

Inputs for new strategic goals in the internal environment were caused by deviations
of monitored KPIs. Inputs for new strategic goals from the external environment were
identified as new market opportunities or the impact of new technologies deployed in
technical practice.

Inputs for the cancellation of strategic goals came only from the external environment,
and were caused by:

e A change in the market (low customer interest in collaborative robotics).

e By changing geopolitical conditions and sanctions (Russian Federation).

The chosen approach of monitoring changes in the company's strategy made it pos-
sible to identify incorrect directions in time and save resources that could be redirected to
activities that brought a desirable financial effect, thus proving the correct setting of the
strategy for the respective years. The impacts of strategy changes are quantified in detail
in Tab 1. for the years 2017-2021.

6.4 Change in internal processes as a result of changes in strategy

As an example of a change in strategy, we present the year 2018, where the so-called
Matador Automation's digital strategy. By changing the strategy of the company, it was
necessary to solve the change of the internal processes of using the possibilities of the
existing systems and the exact division of processes and responsibilities, which is enabled
by the Product data management (PDM) system and the ERP system. Thanks to the mod-
ular architecture of the systems, each contributor to the process looks at the same data and
only their view of it changes. The total integration of the Product Lifecycle Management
(PLM) solution made it possible to track changes online, to have all data in precisely de-
fined structures that copy reality, and to have access to data from anywhere in the world.
Thanks to a clearly defined business architecture, it is possible to track each item during
its entire life cycle and all the necessary information. In addition to the standard main
processes, supporting processes in the company such as Customer Relationship Manage-
ment (CRM), Human resources management (HR) and the like were also integrated into
the system. Support processes often interfere to a considerable extent with the main ones.
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As an example, we can cite HR management and the organizational structure, which is a
direct source of data for capacity planning projects with a link to employee absences.

Thanks to the change of processes and the integration of systems, it is possible to
manage projects more efficiently, which multiply their turnover while maintaining almost
the same staffing. The systems provide a quick and easy view of projects for the needs of
top management, but also a detailed breakdown of each item for the needs of employees
responsible for modules and processes. After successful implementation in 2018, the com-
pany's turnover increased by 60% in 2019. These results were achieved with only a 3%
increase in human capacity. This clearly demonstrated what a huge contribution this fun-
damental strategic step had to internal processes. With essentially the same number of
people thanks to the new digital strategy, the business was able to increase its sales by
60% and profit by 69%.

Another example of a change in strategy in 2020, where the establishment of the new
FactoryAutomation division was implemented. Before and after the establishment of the
new division, it was necessary to solve the change of internal processes. At the end of 2019
and its subsequent full integration into the structures of Matador Automation in 2020, the
quantitative effect of this strategic step and process setting was fully manifested in 2021.
As aresult, it was able to saturate automation projects with higher added value. This new
strategic step resulted in an increase in turnover by 3.7% but an increase in EBITDA of up
to 22%.

6.5 Action plans

Action plans are broad in scope and include all necessary steps. For individual strat-
egy changes, proposed changes in processes were broken down into action plans.

Tracked goals of changing internal processes:

¢ Shortening the time needed to prepare a price offer.

¢ Clear division of responsibilities during the process of preparing quotations.
¢ Involvement of technical departments in the pricing process.

¢ Uniform form of price offers.

¢ Uniform form of exclusionary conditions.

* Implementation of the first CRM.

Tracked objectives of the digital strategy change:

e  Elimination of process and project data flow management in decentralized infor-
mation systems.

e  Ensuring sustainable growth of the company.
e  Paperless company.

e  Effective management of projects that multiply their turnover while maintaining al-
most the same staffing.

¢  Online financial controlling.

e  Ability to track changes online.

e  All data in precisely defined structures that copy reality.
e Access to data from anywhere in the world.

e  PDM +ERP linked online.

e Justin time.

e Integration of supporting processes in the company such as CRM, HR management,
etc.

Followed objectives of PLM implementation:
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¢  Exact data management and documentation management.

e Real connection of the device on the line with the data in the system.
e Accurate division of processes and responsibilities.

e  Business architecture.

e  Removal of duplicate solutions.
7. Conclusion and summary

The aim of the contribution is to present a proposal for a systematic procedure for
implementing strategy changes into business processes for a project-oriented production
organization. The analysis of the current situation in the solved issue presents how the
change affects the strategy and internal processes of the organization. The result of the
research is a methodology for the implementation of strategy changes into processes.
Based on the elaborated theory and practical experience, the methodological procedure is
divided into six steps. Part of the conducted research is also the verification of the meth-
odology at the company Matador Automation, s.r.o., which included the proposal of the
procedure for changing internal processes, the proposal of key indicators and their mon-
itoring, the selection of suitable indicators for individual levels of the organization that
will support the leadership and management of changes and the quantification of the im-
pact of strategy changes. The evaluation of the development of the trend of costs and
profit in the company during the year is a consequence of the change of processes and the
implementation of action plans. It is also possible to monitor how individual strategy
changes contribute to the costs during the monitored periods.

Thanks to appropriately chosen key indicators of the company, we can very explic-
itly compare given time periods after years and the impact of strategy changes on the
economic progress of the company. The company was able to improve its monitored KPI
for the period of 2017-2021 in numerical terms Tab. 3.

Actuals

Zlepienie

Act-17 Act-21 17/21

Revenues (Sales + WIP) (MEUR) 23,0 42,0 183%
EBITDA (MEUR) 1,5 3,8 138%
EBITDA margin % 8% 9,0% NA
PBT (MEUR) 0,4 2,5 665%
PBT % of Revenues 1,6% 5,9% MNA
Net debt (MEUR) -9.6 5,2 MNA
Net debt / EBITDA -5,0 1,4 NA
ROE 417%| 22,0% NA

Table 3. Change of KPI 2017-2021.

In the future, it is possible to direct science and research in the areas of incorporating
the creation of prediction models and using Ul methods and Data mining technology.
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