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ABSTRACT

The study aimed at investigating the effect of business process engineering on
organizational capabilities of five-star hotels in Jordan. Using a questionnaire-based survey, data
were harvested from a purposive sample encompassed managers of such hotels via Google forms.
IBM SPSS 24.0 and AMOS 23.0 software were used to conduct structural equation modeling for the
purpose of hypotheses testing. The results revealed that organization restructure had the greatest
effect on organizational capabilities, followed by information technology and employee
empowerment, while administrative commitment had the lowest effect on hotels’ organizational
capabilities. As such, managers are requested to consider communication relationships with their
employees, encourage work teams as well as dialogue, in addition to flatten their organizational
structures.
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INTRODUCTION

Technology contributed to the opening of the world, where there are no longer borders, and
thus organizations compete with each other in the global markets, and therefore some organizations
are constantly facing competitors, so it has become necessary to reconsider how to perform work to
keep with the rapid developments from time to time, and to address their problems while it was in a
state of deterioration and danger by addressing its organizational structure (Elapatha & Jehan, 2020;
Al-Hawary & Al-Syasneh, 2020). Therefore, it became important to re-engineer operations, as
process re-engineering was one of the topics that occupied managerial thought in the last century
(Dwipriyoko, 2020; Belkhatir et al., 2020). Business process re-engineering is one of the
contemporary managerial concepts that coincided with the developments brought about by the rapid
development in communication and information technology, which is concerned with achieving
efficiency and effectiveness of management (Salsabila & Dachyar, 2020; Putro & Dachyar, 2020).
Business Process Reengineering “BPR” is considered the basic model for organizational change
events to achieve the organization’s competitive advantage, operations flexibility, product quality
improvement, response to environmental changes, and cost reduction, Customer satisfaction as a
driving organizational initiative to retest and re-engineer business processes and redesigning
(Andrea & Santoso, 2020). Business process re-engineering is based on using communication and
information technology to achieve numerous goals such as reducing costs, supporting
organizational mission, and enhancing organizational performance (Al-Hawary & Ismael, 2010).

Organizational capabilities enable business organizations to possess knowledge and ability
to innovate (Al-Hawary & Al-Namlan, 2018). Therefore, leaders of organizations must define and
articulate their organizational capabilities in operational and behavioral ways (Al-Hawajreh et al.,
2011; Al-Lozi et al., 2018; Al-Hawary & Nusair, 2017). Collis (1994) identified four types of
organizational capabilities. First, capabilities that reflect the organization's ability to accomplish its
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main functions. Second, capabilities concerned with the dynamic improvement of the organization's
activities, such as continuous improvement of activities. Third, capabilities represented in realizing
the intrinsic value of other resources to develop rare strategies before competitors. Finally,
capabilities represented by basic demands and back to learning (Al-Hawary & Alwan, 2016; Al-
Lozi etal., 2017).

A review of the literature on processes reengineering and organizational capabilities pointed
out that there are no studies that investigated the impact of processes reengineering and
organizational capabilities. Therefore, this study contributes to the literature through bridging such
a gap by addressing business process re-engineering that can be utilized enhance the achievement of
organizational change in order to boost quality and excellence, reduce costs and advance customer
service, and hence, enhance the organization's ability to achieve competitive advantage.

THEORETICAL FRAMEWORK AND HYPOTHESES DEVELOPMENT
Business Process Re-Engineering

Organizations operate in changing environments an environment, which is characterized by
constant change, forcing them to search for appropriate solutions that enable them to successfully
adapt to changing environmental conditions, thus ensuring continuity and growth (Pratiwi &
Dachyar, 2020; Al-Angoudi et al., 2021; Budiman et al., 2021). Organizations may achieve survival
in the presence of creative department managers who are able to understand and anticipate change,
and have the skills to manage. Dealing with changes requires organizations to find radical solutions
to various problems by re-designing and innovating its operations (re-engineering) in a manner
commensurate with the requirements of quality continuous development with a focus on providing
high quality services to customers. Moreover, re-engineering enable organizations to reduce time
and costs of completing the work, to overcome the problems of repetition and overlap in the
completion of work, and the problem of integration lack in information and the problem of
organizational boundaries, which is one of the requirements of decision-making. Basically, the aim
of business process re-engineering is to enhance both effectiveness and efficiency of organizational
processes. The main idea of this process is that organizations should review their operations to
determine how they can do their business in the best way to improve the business process (Antonius
& Dachyar, 2020).

Paul & Cespedes (1995) confirm that re-engineering as an approach that achieves radical
development in the performance of organizations in a relatively short time. It was defined as
achieving radical changes in organizations to meet customer needs through synthesizing the best
thinkable tools based on modern technology (Parker, 1993). Hamal & Barahaled deemed re-
engineering as a radical change that can be made by re-designing managerial processes from scratch
regardless of the applicable system, if the information system is part of the new organization, and
not just a means of assistance in work, and this requires the abolition of work in managerial
functions, and shift to managerial processes.

The process of re-engineering is fully aware that the work within the organization is
fragmented into sub-processes carried out by many specialized technical departments within the
organization (Ongeri et al., 2020; Jiang et al., 2020). Often, no one is responsible for the overall
performance of the entire process. Process re-engineering keeps improving the performance of the
sub-processes, which can lead to many advantages, but significant improvements, cannot be
achieved if the process itself is ineffective. For this reason, restructuring focuses on re-engineering
the business as a whole to bring the greatest possible benefits to the organization and customer
service. This process aims to achieve significant improvements by rethinking how work is done
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within the organization, which would distinguish the process of re-engineering from other efforts
aimed at improving operations within the organization in general (Djan & de Vries, 2020;
Weerakkody et al., 2021).

Organizational Capabilities

Organizational capabilities must be based on the ability of the business to meet customer
needs, in addition to being unique to avoid the company from being imitated by its competitors.
Such an organizational ability is represented in any action that improves the work of the
organization and to be distinguished in its markets (da Cunha Bezerra et al., 2020; Yang et al.,
2020). Capability refers to an organization's identity as supposed by customers and employees, by
the organization is able to do well compared to its competitors through some features that are hard
to imitate by competitors. Organizational capabilities are defined as the organization's ability to
perform a set of tasks and use organizational resources for achieving a specific result (Helfat &
Peteraf, 2003; Kampars et al., 2020; Qahatan et al., 2020).

Lado & W.ilson (1994); Lopez-Cabrales et al., (2006) showed that organizational
capabilities are classified into three groups: managerial capabilities, technical capabilities, and
capabilities associated with outputs. Managerial capabilities defined as having the ability to create a
strategic vision for the organization, communicate it through the organization, and encourage the
workforce to achieve it (Lopez-Cabrales et al., 2006). Technical capabilities are represented by
manufacturing processes, technology, new product development and production equipment in the
organization (Song et al., 2007; Bhatti et al., 2020). The capabilities associated with the outputs are
represented in the creation of tangible and intangible assets that achieve value for the customer, and
it can be indicated that organizational capabilities are represented by static capabilities or zero-level
capabilities and dynamic capabilities (Winter, 2003; Verma et al., 2020).

Organizational learning capabilities: Organizations today are in need to build learning
capabilities to increase the ability of workers at all managerial levels to establish new approaches
for learning faster than competitors through the attempts available to them to achieve goals or
(Beheshtifar et al., 2012; Mikalef et al., 2020). The origins of organizational learning and learning
organizations extend to theories related to systems school of management (Brown & Kline, 2020;
Robey & Sales, 1994). Bernard (1997) believes that organizational learning occurs through unified
models of thinking and shared insights into knowledge, which are based on prior knowledge and
experience stored in memory.

organizational learning defined as "a systematic process based on acquiring information,
storing it in the organization's memory, retrieving this information, and then reviewing and revising
it from time to time" (Senge, 1990). Or it is “the intentional action taken by the organization to
bring about continuous change through adaptive and innovative learning” (Calvert et al., 1994).
Dixon (1994) views organizational learning differently, believing that it is the process by which this
information is created rather than acquired. It affirms that organizational learning is not the sum of
what the members of the organization know of facts and information, but rather it is resulting from
individuals’ combined capabilities in order to add new meanings of value to the activities they carry
out, although this does not negate the importance of individual learning.

Many scholars and researchers have been interested in the study of innovation in the
organizations. These studies put many different definitions of innovation in various sciences;
economics, management, and sociology (Baregeh et al., 2009). The studies also showed different
types of innovation, and the focus began on developing definitions of the product innovation, and
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process innovation (West & Anderson, 1996), the technology used (Nord & Tucker, 1987) and the
available knowledge (Marina, 1996), and management practices (Birkinshaw et al., 2008).
Chesbrough (2003) referred to two models of innovation (closed and open). Closed
innovation is creating a culture of innovation in the innovative organization to search for all new
product development ideas from within the organization, and then market these ideas. As for open
innovation, the organization's ideas are brought from outside its borders, and this is evidence that
the organization's external environment is a source of innovative ideas and a market for ideas. Open
innovation depends on knowing the way knowledge is distributed across organizations both small
and large (Chesbrough, 2006). After the boundaries of the organization became open, the
organization was able to transfer ideas between it and its environment. While organizations face the
challenge of internal readiness to be open to external innovations (Chesbrough, 2003). Some
organizations consider it extreme to move from closed innovation to open innovation (Huston &
Sakkab, 2006), but such a transition can create a competitive advantage for the organization.

Business Process Reengineering and Organizational Capabilities

Testing the effect of business process re-engineering on organizations’ competitiveness,
Deeb (2009) pointed out the business process re-engineering results in improved competitiveness.
Similarly, Satti & Irum (2014) analyzed the effect of information technology capabilities on the
effect of process re-engineering on banks’ performance and concluded that process re-engineering
exerts a significant effect on banks’ performance. Therefore, the following hypotheses were
formulated:

H1: Business process re-engineering (administrative commitment, information technology,
employee empowerment, and organizational structure) on organizational capabilities.

STUDY MODEL

Business Process Reengineering

Admmstrative commitment [+ Hl —

Information Technology b0 = =

Organlz?tlonal
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METHODOLOGY
Research Sample and Data Collection

The sample of the study consists of managers of five-star hotels operating in Jordan. Using a
questionnaire created using Google Forms to gather the required data, 163 responses were collected,
from which 15 responses were incomplete. Therefore, 148 questionnaires were used in data
analyses.

Instruments

The current questionnaire involves two sections. The first one encloses 18 statements used
to measure the dimensions of business process reengineering, i.e., administrative commitment (5
items), information technology (4 items), employee empowerment (4 items), and organization
restructure (5 items). Such statement were developed based on prior studies (e.g., Charlotta, 2012 ;
Mousavidavoudi & Fartash; 2012 Salsabila & Dachyar, 2020; Putro & Dachyar, 2020; Al-Angoudi
et al., 2021; Budiman et al., 2021). The dependent variable (organizational capabilities) was
evaluated by 7 items based on a previous study (O Regan & Ghobadian, 2004).

Findings
Measurement Model

Structural Equation Modeling (SEM) was employed to test research hypotheses. SEM is a
present-day statistical technique used to estimate relationships between factors and variables (Wang
& Rhemtulla, 2021). Validity and reliability based the Confirmatory Factor Analysis (CFA).
Results of convergent, discriminant validity as well reliability are reported in Table 1.

Table 1
RESULTS OF VALIDITY AND RELIABILITY
Variables 1 2 3 4 5
1. Administrative Commitment 0.757
2. Information Technology 0.492 0.784
3. Employee Empowerment 0.533 0.502 0.743
4. Organization Restructure 0.435 0.516 0.483 0.752
5. Organizational Capabilities 0.692 0.647 0.677 0.680 0.756
VIF 2.037 1.974 2.226 2.815
Loadings range 0.682-0.825 | 0.638-0.864 0.692-0.784 0.627-0.833 0.682-0.831
AVE 0.574 0.615 0.552 0.566 0.572
MSV 0.512 0.472 0.503 0.493 0.465
Alpha coefficients 0.868 0.860 0.828 0.864 0.902
Composite reliability values 0.870 0.863 0.831 0.866 0.903

Note: Bold fonts in the table indicate to VAVE.

The results in Table 1 highlight standardized factor loadings between 0.627 and 0.864.
These loadings are higher than factor loadings thresholds (Al-Lozi et al., 2018; Sung et al., 2019).
In terms of convergent validity, the results indicated that the measurement model showed an
acceptable values of the Average Variance Extracted (AVE), which were greater than 0.50
(Howard, 2018). According to Rimkeviciene, et al., (2017), assessment of discriminant validity in
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covariance-based SEM can be conducted based a comparison between Maximum-Shared Variance
(MSV) and AVE as well as a comparison between the square roots of the AVEs and correlation
coefficients between research constructs. It was observed that the measurement model had
acceptable results. MSV values were lower than AVE values and that the square roots of the AVE
values were higher than the correlation coefficients. The results of Cronbach's Alpha coefficients
(o) and composite reliability as two indicators used to check reliability revealed that both alpha
coefficients and CR values were greater than 0.70, which is the cut-off point of such indicators (de
Leeuw et al., 2019).

Structural Model

The structural model had no multicollinearity problem because the values of Variance
Inflation Factor (VIF) are less than 5, as shown in Table 1 (Hair et al., 2017).
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FIGURE 2
RESULTS OF THE BPR EFFECT ON OC

On the other hand, model fit indexes, as shown in Figure 1; confirm that the structural
model fits the current data well. Chi-square to Degrees of Freedom (CMIN/DF) was less than 3
(CMIN/DF=1.638), the Goodness of Fit Index (GFI), the Comparative Fit Index (CFl), and Tucker-
Lewis Index (TLI) were higher than 0.90 (GFI1=0.927, CFI1=0.941, and TLI=0.935). Furthermore,
the results of the Root Mean Square Error of Approximation (RMSEA) was lower than 0.08
(RMSEA=0.037) (Ahmad et al., 2016; Shi et al., 2019).

The results of hypotheses testing as documented in Table 2 showed that the hypotheses (H1,
H2, H, and H4) were supported. It can be noted that the organization restructure had the highest
effect on organizational capabilities ($=0.634, t=30.36, P=0.000), followed by information
technology ($=0.593, t=28.25, P=0.004), then employee empowerment ($=0.419, t=25.20, P=0.02).
Finally, administrative commitment had the lowest impact on organizational capabilities (p=0.372,
t=19.90, P=0.03).
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Table 2
HYPOTHESIS TESTING
Hypothesis Relation Standardized Beta t value p value
H1 AC > OC 0.372* 19.90 0.03
H2 IT > OC 0.593** 28.25 0.004
H3 EE > OC 0.419* 25.20 0.02
H4 OR > OC 0.634*** 30.36 0.000

Note: AC: administrative commitment, IT: information technology, EE: employee
empowerment, OR: organization restructure, OC: organizational capabilities, * p<0.05,
** p<0.01, *** p<0.001.

DISCUSSION

The degree of process re-engineering in the target hotels was high, which means that five-
star hotels operating in Jordan meet the necessities of business transformation and have the desire to
make the required development in information technology and communication. These hotels
comply with the requirements of a continuous development in quality, and focus on providing
effective services to customers, and reducing the time and costs involved in completing the work.
Moreover, the results displayed an average level of administrative commitment in implementing
process re-engineering. It appears from the results of mean that the management of five-star hotel is
looking for creative ideas to put them into practice, especially since they are working in a
competitive sector and on a global level with the aim of excellence and achieving the customers'
needs. Managers also empower their employees to participate in decision-making to ensure good
quality of decisions, coming up with updates, accepting teamwork as a true, seeking to improve
processes and developing services by attracting vastly skilled employees.

Likewise, the findings showed that the five-star hotels in Jordan have advanced updated
technology in line with industry developments as appeared through their possession of high-speed
networks, ability to deal with work volume, monitoring and controlling daily operations. Internet
networks are available to all employees, which helps employees to learn and know what is new and
provides a huge amount of information, which is reflected on their ability and skills, and increasing
their ability to present creative ideas that improves the competitive position of the company.
Equally, the five-star hotels in Jordan recognized their workers through invoking their authorities to
take daily decisions, enriching their knowledge, encouraging them to take their own initiatives and
solve their performance-related problems, allocating more resources for their training and
development programs. It can be stated that employee empowerment leads to numerous advantages
like expanding innovation opportunities, enhancing employee loyalty, and increasing employee
creative ideas, which in turn positively affect the hotel capability. Finally, five-star hotels are
keening to adopt flexible organizational structures, speed managerial communications, and
distribute authorities in order to support their efforts toward process re-engineering.

In summary, the study found a significant impact of business process re-engineering on
organizational capabilities, which means that five-star hotels in Jordan are seeking for applicable
creative ideas, have advanced technologies used in hospitality industry, owe high-speed networks,
and able to accommodate to increased work volume. Additionally, five-star hotels in Jordan
encourage employee creative ideas, empower their employees to make decisions, support employee
through training and skills building, and adopt more flexible organizational structures.

7 1939-6104-21-S4-34

Citation Information: Yassine, F.L.Y.A. (2022). The effect of business process re-engineering on organizational capabilities: Evidence
from five star hotels. Academy of Strategic Management Journal, 21(S4), 1-10.



Academy of Strategic Management Journal Volume 21, Special Issue 4, 2022

RECOMMENDATION

In light of the findings of the study, the researchers recommend managers and decision
makers of the five stars hotels to encourage communication between employees and managers,
open the doors for dialogue and discussion, and work to reduce the hierarchy of the organizational
structure and encourage work teams, in addition to granting workers greater powers commensurate
with their job status, skills and expertise and allowing them to express their opinion and take the
other opinion. Encouraging workers to take risk with controlling in order to reach the optimum with
the least losses, and work on updating electronic systems in line with the developments and work
requirements, and finally conducting future studies dealing with the same current variables and
applying them to other service organizations such as the banking sector or insurance companies or
Hospitals, verifying the findings of the current study.
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