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Abstract

The relationship between “Continuous Improvement", "Reengineering" and “Innovation" has been a heavily debated topic in recent years. However, these concepts (approaches) have interlaced characteristics but strongly differ in focus. Processes and systems have parts that perform the work of the system and relations among the parts that define how the work should be performed. In the frame of “System Theory”, changes in the relations of the system represent the largest potential for improvement as the relations provide the structure in which the system functions.

This study examines the differences between the meanings and applications of the concepts “innovation” and “reengineering” by using different researchers’ views. Articles and books written on these concepts are used to collect data to form the theoretical background of the study. As a conclusion, some evolutions are made to reveal the differences between the concepts in the frame of case studies. 

Introduction
Based on system theory, changes in a system's relations represent the largest potential of the process improvement. The “structure”, in which the system functions, is formed thanks to these relations. The changes in this system are expressed in different forms. The relations between the concepts of “Reengineering” and “Innovation” that are used frequently in the philosophy of “Continuous Improvement” are among the issues often discussed and misused. These concepts are actually similar in nature and they have resembling relations with each other. They only differ in the “themes” they focus on. 

1. Differences in the meanings of the concepts 

The concept of “restructuring” in the certain parts of the literature is utilized in lieu of “reengineering”. In addition “restructuring” and “reorganization” are used in the same meanings. Even the “lean organization” and “down-sizing” falls into this category. 

“Restructuring” is to provide doing fewer jobs with less resource that are aimed for in downsizing theories by interfering with the organization structure (Peppard 1999:312). In contrast, in “Reengineering” the aim is to achieve more with less resource and to increase customer satisfaction (MacDonald 1996:65, King 1996:22). While doing this, the target is to run the process as fast as possible and purify it from unnecessary procedures (Bushnell 1995:49). Hammer’s generally accepted following definition of “Reengineering” which expresses these aspects comprehensively can be given as an example; "fundamental rethinking and radical redesign of business processes to achieve dramatic improvements” (Hammer 1995:3).

“Reengineering” should not be confused with concepts such as “Reorganization”, decreasing the management levels and “lean organization” because it would be correct to look for the problem not in the organizational but in the progressive structures. At the same time, in this form “Reengineering” which targets deeper innovations and redesigns the existing processes with new approaches is alienated from the “Total Quality Management” approach.  

a. The concept of “innovation”

Innovation is a concept which entered in our lives in 1940’s and which is currently used together with “competitiveness”. Between 1994-1995 the number of books that involved “innovation” in its title was more than 300. Innovation that can be recognized as a technological variable in economic terms is closely related with technical discoveries and invention. Innovation in relation with “invention” is defined as “starting some new activities and making certain changes in the current situation”. Loke expressed innovation as; “a change in human behavior or a process, which produces change and indicated that the innovations altogether would be an evolution” (Loke 1978:21).
Another approach is that innovation is a change process. However any change is not an innovation. Change caused by innovation is original, meaning there has not been any change like this before. It is a positive and special change and is aimed at achieving the purposes of its system more effectively and economically. From this point of view innovation is narrower than change. 

At this point, it would be useful to mention briefly the relation between “innovation” and “creativity”. These two concepts are described differently. Creativity is related with producing ideas. It is the creation of new ideas out of already existing ideas. Nevertheless, innovation should not make use of an idea created for the solution of a problem. However, each new idea produced as a result of creativity may not have the capability to be applicable in the solution of the problem. Yet the solution of the problem requires the realization of the idea gained by creativity and there is a creative idea in the heart of each innovation (Weber 1975:653). 

In the policy document of the European Commission issued in 1995 (European Commission, 1995) the vital importance of innovation is defined as follows:

“Innovation ensures the satisfaction of individual and social needs in an effective way. Innovation is also the basis for the spirit of the entrepreneur. After all each new initiative is born at the end of a process launched to bring about an innovation. Moreover, all initiatives need continuous innovation to sustain their competitiveness. These are all valid for nations. Nations must immediately turn new ideas into technical and commercial success in order to maintain their economic growth, competitiveness and employment potential”. 

Definitions of innovation and its types are comprehensively included in Oslo Manual (OECD, 1996) which is taken as a basis by the European Commission and Eurostat. As it was lucidly expressed in the definitions the two basic categories of innovation are “technologic products innovations” and “technologic process innovations”. According to Oslo Manual, “new” may be “new in the world”, “new for the business” and at the same time may be “new for the world”. The key activity of the innovation process is the production and acquisition of the “knowledge” that is new to the business (Manual 1998:3). 
Deming’s innovation concept

Deming considers innovation as a concept beyond improvement and express this in the first of his 14 principles (Deming 1996:21); 

“One prerequisite of innovation is to believe in future. If the top management does not utter its unshakable loyalty to quality and productivity, innovation, which is the foundation of future, cannot improve. Without the institutionalization of this policy middle management and other staff in the firm suspect the effectiveness of their efforts”. 

Prior to his above statements, Deming observes that innovation must be included in the “planning” process and enumerates as follows the topics that should be included in planning in the scope of “innovation”:

1. New products and services that may provide people with better          standards and that may gain foothold in the market,

2. Probable costs of new materials to be utilized,

3. Production methods,

4. New skill to be necessary,

5. Training of the personnel,

6. Training of the supervisors,

7. Production cost,

8. Marketing cost,

9. Usage performance,

10. Customer satisfaction.

As can be understood from the order, the concepts which Deming has established a direct connection with “innovation” are “product/service, input, cost and customer satisfaction”. In general, it is possible to classify these concepts in two categories that are “Process” and “Output”. In other words, “design of new product /service” to be realized in the light of the demands of the customer and planned in the organization in order to maximize customer satisfaction constitute the theme of the notion of “innovation”. Reemphasizing this theme in his book titled “The New Economics”, Deming expresses marketing new products and innovation by exactly coinciding them with one another (Deming 1994:9).

Deming underlines that innovation is completely an administrative responsibility and implies that it has four important dimensions (Deming 1996:135): 

1. Innovation in product / service

2. Innovation in the process

3. Improvement in the product / service produced

4. Improvement in the process applied.

Deming says that the Japanese steal other people’s ideas in the name of “innovation” and adds that the cars they manufactured have the qualities of the previously produced Western cars. But in spite of this, he never neglects to say that the Japanese always do better than the Westerners. That the less fuel consuming, more secure, more powerful and more beautifully designed cars are manufactured by the Japanese are displayed in the surveys made by the “consumer magazines” in the last decade in order to prove this fact. 

Imai’s “innovation” concept

Masaaki Imai dwelled upon “innovation” in detail in his book titled “Kaizen”. He gives this example to underline the difference between “Kaizen” and “Innovation” concepts; Kaizen is like a fruitful nursery that feeds small and continues changes but innovation is like a magma, which occurs sometimes with a sudden outburst” (Imai 1999:25). As can be understood from this example and from the comparison chart below Imai’s concept of innovation is similar to “Reengineering”. At this point, it can be said that each “innovation” attempt should be followed by “continuous process improvement (Kaizen)” (Yeomans 1996:9). 

	Dimension
	Kaizen
	Innovation

	1. Effect
	Long-term, long period but not exciting
	Short term, exciting

	2. Improvement
	With short steps
	With big steps

	3. Tempo
	Improving continuously and regularly 
	Improving with intervals and irregularly 

	4. Change
	Gradual and continuous 
	Sudden and temporary

	5. Participation
	Everybody
	Limited number of “Champions”

	6. Spark
	Conventional knowledge, contemporary
	Technological progresses, new inventions and new theories.

	7. Effort inclination
	Human
	Technology


According to Imai, in a system created as a result of innovation when an uninterrupted effort is not made primarily to protect and then to improve it will continuously regress. Once established, all systems tend to retrogress. One of the famous Parkinson Laws says that; “...once an organization forms its structure it starts to move backward”. In other words, a continuous improvement effort is necessary for the preservation of the current situation (Imai 1999:26). Some researchers such as Tushman and Nadler also emphasized this founding (1996). It was also pointed out that “innovation management” is one of the most important functions of the organization and that the organization’s “creativity” and “learning” potential is closely related with “innovation” and “continuous improvement” practices (Martensen 1999:627). 

Masaaki Imai introduced another vision of “innovation”. Imai graphically explains the differences in approaches of the Western managers and Japanese managers regarding “continuous improvement” as shown at Figure-1. The difference observed in these graphics is “innovation” and defined as “wide scope change” (Imai 1986:25-27). In this definition “radical structural change” is meant and therefore carries a closer meaning to “reengineering”. However Deming’s definition of “innovation” is more related with “process” and “product” as regards the scope and differs from Imai’s definition at this point.  
b. The concept of “reengineering”
“Reengineering” means starting from a scratch. The important thing is how we organize the business taking the demands of today’s market and technologies into account. In the heart of “reengineering” there lies interrupted thinking that means defining and putting aside old rules and basic hypotheses that lead current business operations. 

One of the concepts in the basis of “reengineering” is the concept of “process”. The organizational design of the companies in the last two centuries was affected by the mission-oriented system of thought, which means the disintegration of the work into the simplest forms and allocation of these parts to the specialized employees. Transition to the “process-oriented” system of thought started with the understanding of “reengineering” (Hammer 1995:32). 

These are the common features seen in the business processes where “reengineering” is applied (Hammer 1995:46): 

- Several works are integrated as a single work

- Employees make the decision

- The steps in the process are developed in a natural order. 

- Processes have many versions

- Work is performed in the most reasonable place

- Controls and inspections are reduced

- Understanding is minimized. The only point of contact is the case manager. 

- Centralized and decentralized procedures spread. 

The difference between the concept of “reengineering” from Deming’s “innovation“ concept can be underlined as follows: Deming says that the organizations must ask these two questions about making “innovations”: 1. What are we doing?, 2. Which product or service can help our customers in a better way than now? (Deming 1993: 7-9). What is meant in “innovation” here is to reveal the customers’ demands by analyzing their processes and to design new products / services in this context. 

Reengineering practices of Western and Japanese administrators

In the last two decades one of the techniques that the organizations use commonly in the struggle against change is the “Total Quality Management”. This expression does not exactly define the methods used by the organizations. When the practice forms are reviewed in details it is possible to see that it has different features. The existence of such variations in each method, understanding or philosophy transferred from various cultures to ours is possible and obligatory. The most evident example of this is Japan that does not call what they applied in their organizations as “Total Quality Management”. It is quite difficult to find this expression in the books of Japanese writers. The Japanese named this management philosophy “Kai-Zen” meaning “continuous improvement”. “Kai-Zen” is the name of a “philosophy” which has peculiar specialties and which has cultural norms within its body and which is reflected in the social and private life of the individuals. Of course Japanese culture has a great role in spreading this philosophy throughout the country. The synthesis of the characteristic features of the Far East people and the Total Quality Management produced “Kai-Zen”. 

In order to understand Kai-Zen, it would be useful to clarify its differences from the US Total Quality Management. This difference as a general scope is shown at Figure-1. 


   Japanese Practice Model                                    US Practice Model

     Figure-1: Japanese and US Quality Management Practice Models

While the Americans try to maintain the level reached owing to innovations until the next innovation process, the Japanese try increasing this level through their Kai-Zen practices until the following innovation process. The point reached is considered to be standard which is both protected and continuously improved by “Plan, Do, Check, Act (PDCA)”. The graphical comparison of these two understanding are given at Figures-      2 and 3. 
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         Figure-2: US way of “quality 
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[image: image2.emf]TIME

PERFORMAN

CE

INNOVATION

INNOVATION

INNOVATION

KAIZEN

+

PROTECTION

New Standard

New Standard

P

D C

A

P

D C

A

KAIZEN

+

PROTECTION



Figure-3: Japanese way of “quality 

                          management”


When numerous but limited developments provided through “continuous improvement” is added to the radical developments realized through “reengineering” considerable advances can be achieved. Although there is not a definite distinction, it is obvious that radical change is to be accomplished by the management which has the authority to manage the basic functions and organization of the establishment (Kavrakoglu 1998:54). 

From another point of view, Japanese researcher Tsuchiya evaluates the success of the “continuous improvement” practices of the Japanese organizations as “unfavorable”. To him, this achievement conceals the need of the managers to practice “reengineering” and this, in the long term, will result disadvantageously for the Japanese organizations (Tsuchiya 1998:403). Champy examined this issue in general scope and stressed that there is a big mistake in the application of the “continuous improvement “process that must be in the following process of “reengineering” This mistake is, not to behave ambitiously or assertively. Consenting to assertive targets and insignificant changes instead of radical changes, or over extending the improvement process without any “jump” are the situations which interrupt change process (Champy 1993). 
Conclusion
The common feature between the concepts of “Innovation” or “reengineering” and “continuous improvement” is “change” (Boyd 1998:48). In fact both “reengineering” and “continuous improvement” aims at “processes” and “process improvement” in common. The evident difference between them is that “reengineering” improves processes “fundamentally and radically”, whereas “continuous improvement” (Kaizen) improves processes “gradually and in small parts”.

No matter what word is used, in conclusion what must be believed in is the inevitability of change and for this purpose effective use of certain mechanisms in the organization is compulsory. Change is a concept about future. In his book on this subject Joel Barker underlines the importance of “paradigm converter” and states that we must get rid of the “paradigms” in our mind to seize the future (Barker 1992). 

Improvement, regardless of its nature and content, is a journey over time. As the environment changes, so the external dynamics must be matched as far as possible by internal change. There is a need to evolve constantly.

Any process or system is composed of individual parts that perform the work of the system, and relations that describe how the work should be accomplished. In complex systems that contain many parts and relations, the relations typically determine the system's performance. Therefore, improvement efforts that seek drastic improvements should focus on the relations. This is typically called business process reengineering. If small improvements are desired in a complex system, then the efforts should focus on improving the system's individual parts. This is typically called continuous process improvement. If the system is simple, the only way to achieve improvement is to focus primarily on the individual parts because very few relations exist.
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