Better Processes =
Better E-Commerce

any companies have found out the
M hard way that successful e-commerce
requires more than a flashy Web pres-
ence. Electronic customer and supplier interaction
must be seamlessly integrated with existing busi-
ness processes. Quality professionals will find they

must redesign business processes with this aim,
particularly in the service industry.
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e When you are improving services on the internet,
traditional business process redesign (BPR) can

come in handy.

¢ A local government evaluated its online building
license application using 13 best practices for
e-services BPR.

There is a historic parallel for the current uphill
battle of e-commerce. The first wide-scale introduc-
tions of IT in the business place focused on the im-
provement of isolated parts of operations, such as
generating invoices. Productivity increased locally,
but the overall effect was small. Only during the
’80s and ‘90s did companies start to see the benefits
of considering entire business processes when im-
plementing information systems, and this is when
they began to achieve huge gains.

Current State of E-Commerce

Today, it seems companies are at the start of this
same loop again with e-commerce. The focus is on
creating “brochure-ware,” pro forma, this-is-who-
we-are websites.! As of 2002, 85 to 95% of corporate
e-commerce websites were not even linked up with
their back office processes.2 Once again, the view on
the entire process is missing, which prevents the
new technology from becoming fully effective.

Emphasizing process in the context of e-commerce
and using best practices to redesign business process-
es when e-technology is introduced in an organiza-
tion enable total process improvement. Total quality
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management (TQM) and business process redesign
(BPR) embrace the same ideas and goals for organi-
zational improvement, both focusing on encourag-
ing employee empowerment, teamwork, quality,
change and customer focus. TQM aims at long-term
continuous improvement, whereas BPR is the rapid
and radical redesign of strategic processes.?
E-business is a broad field, and many defini-
tions of it exist. In this article, we use the term e-
commerce (EC) for activities related to marketing,

The speed of service
delivery is more important
because clients generally
are less loyal and more
impulsive in looking for
alternatives.

buying and selling products and services on the
internet,* and we focus explicitly on e-sales: sell-
ing via the internet either to consumers or other
companies.’

EC initiatives are well known for delivering both
physical goods and services. The service industry is
traditionally underexposed in literature, but it offers
much more potential for EC initiatives than does
the manufacturing environment. After all, physical
constraints are almost absent, transportation of infor-
mation can take place instantaneously, and there are
no real limitations with respect to the in-process in-
ventory. This suits the properties of the internet per-
fectly.

Examples of e-services—services that are accessi-
ble through electronic means such as a Web inter-
faces—include e-finance, e-healthcare and e-gov-
ernment.

BPR for E-Services

In the early ‘90s, the first reports appeared on
systematic approaches—in contrast to functional
approaches—to generating performance improve-
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ment of entire business processes. These were la-
beled with various terms, such as business process
reengineering/redesign/transformation. The essence
of these approaches is still best covered by one of
the earliest definitions: “the fundamental rethink-
ing and radical redesign of business processes to
achieve dramatic improvements in critical mea-
sures of performance, such as cost, quality, service
and speed.”” Applying IT and reordering the ex-
isting process structure are key elements of BPR.

EC enabled processes have evolved only recently,
but it is clear the success factors for an EC enabled
process are different from those for a conventional
process. Consider the 24/7 availability that is almost
a standard requirement for an EC process. Also, the
speed of service delivery is more important, because
clients generally are less loyal and more impulsive
in looking for alternatives.

Many known BPR best practices may be used to
make an EC process better aligned to such new
constraints. Consciously using the best practices of
BPR could make the difference between a process
that merely allows EC and a process that excels in
supporting EC.

BPR Best Practices for E-Services

The following best practices have been derived
from experience either within large companies or by
consultancy firms with experience applying BPR.5¢
A broad literature survey resulted in 30 generally
applicable redesign rules.! To select the most potent
rules in the context of e-services, we first identified
the most relevant performance criteria within the
context of EC and the special requirements of e-ser-
vices and the service industry:"

* Speed: the period used to deliver the e-service.

* Availability: the percentage of time the e-ser-

vice is available.

e Transparency: the insight a customer has into

how his or her e-service is fulfilled.

® Quality: the quality of the e-service itself, as a

result of the business process.

e Cost: the cost of the business process, reflected

in the price of the e-service.

e Time-to-market: the period of time necessary

to introduce new e-services in the market.

In regard to these characteristics, 13 best prac-
tices seem especially promising for EC (see side-
bar on p. 60). For each of these best practices, we



show how they affect the EC process, explain how
the process structure could be changed as a conse-
quence of the redesign and identify which perfor-
mance characteristics are affected. A complete
and detailed overview is available for download
at http://tmitwww.tm.tue.nl/staff /mjansen.

Case Study: BPR When Offering
Services Through the Internet

We carried out a case study for a Dutch local
government that is gradually making its processes
available on the internet. The changes are still
under way, and the municipality asked our advice
on how to redesign the way it deals with citizens’
applications for building licenses, one of the ser-
vices it was offering online.

It is the municipality’s most complex process, in-
volving more than 50 steps and 14 different organi-
zational roles. Despite the new possibility for citi-
zens to apply for a building license on the internet,
it is the single process generating the most com-
plaints from citizens with respect to timeliness and
quality of service.

After the entire application has been submitted
and received, it is passed on to the inspection com-
mittee. This committee is in session once every two
weeks and enforces the regulations regarding the
external appearance of buildings. As part of the
committee’s evaluation, a number of checks are
made: The application is checked against environ-
mental planning regulations, technical regulations
and, if applicable, the regulations for monuments.

After these steps, the committee either accepts,
holds or rejects the application. This portion of the
larger process is shown in Figure 1.

We studied the process models, procedures and
work instructions the municipality had established
for the building license process and considered for
each of the 13 best practices, one by one, whether
and where in the process it would be applicable.

In a workshop at the town hall we discussed our
ideas and gathered feedback about the sensibleness
of our proposed changes. Below are four of the best
practices from two categories—task and routing.

Task Best Practices: Task
Elimination and Task Automation

Reducing unnecessary tasks or activities from a
business process is a widely known BPR best prac-

GETED Application for a Building License
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committee
reviews
application.

Feedback to
applicant.
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monuments.

Make decision.

tice.’® A common way of regarding a task as un-
necessary is when it adds no value from the cli-
ent’s viewpoint. In an EC context, the advantage
of omitting a task that requires a scarcely available
resource is big. It can make the process execution
faster and delivery dates more reliable. The advan-
tages of omitting a task more easily outweigh the
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13 Best Practices for E-Services

Task best practices: Task best practices focus on optimizing single tasks within a business
process. Two of them are of special interest:

1. Task elimination. Delete tasks that do not add value from a client’s viewpoint.

2. Task automation. Introduce technology if automated tasks can be executed faster, with

less cost and with higher quality.

Routing best practices: Routing best practices try to improve upon the routing structure of the
business process. The most effective of these in an e-commerce (EC) context are:
3. Knockout. Execute those checks first that have the best ratio of knockout probability to
the expected effort to check the condition.
4. Control relocation. Relocate control steps in the process to others, such as the client or
the supplier, to reduce disruptions in the process.

5. Parallelism. Introduce concurrency in a business process to reduce lead times.

Allocation best practices: Allocation best practices involve a particular allocation of resources to
activities. One in particular is especially promising in EC:

6. Case manager. Make one person responsible for the handling of a specific case.

Resource best practices: Resource best practices focus on the types and availability of resources.
7. Empower. Give workers most of the decision making authority and reduce middle

management.

Best practices for external parties: These best practices try to improve on the collaboration and
communication with the client and third parties. The most promising are:
8. Outsourcing. To reduce costs, relocate work to a third party that is more efficient in
doing the same work.
9. Contact reduction. Combine information exchanges to reduce waiting time and errors.
10. Buffering. Subscribe to updates instead of complete information exchange.

11. Trusted party. Replace a decision task by the decision of an external party.

Integral process best practices: This type of best practice applies to the business process as a
whole. The following are especially important in EC:
12. Case types. Determine whether tasks are related to the same type of case and, if
necessary, distinguish separate processes and case types.
13. Case based work. To speed up the handling of cases, get rid of constraints that

introduce batch handling.
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potential loss of quality—its traditional price—in
EC than in conventional processes.

When considered the task elimination best prac-
tice in our case study, the feedback to the applicant
after the inspection committee’s session seemed
easily eliminated. After all, the applicant is mainly
interested in the final decision; communicating this
intermediary result takes time from a scarce mu-
nicipality resource and serves a purpose only if the
total procedure takes a lot of time. If, in combina-
tion with other redesign principles, the lead time is
considerably reduced, the intermediary step adds
no value.

When we considered the task automation best
practice, it also seemed possible to automate the
feedback step. As a result, the task can be executed
faster, for less cost and with higher quality. The deci-
sion of the inspection committee can be made avail-
able to the applicant on the Web, much in the same
way it is made available to the municipality’s inter-
nal employees. Furthermore, in addition to this ex-
plicit feedback moment, additional feedback mo-
ments can be introduced after the checks for envi-
ronmental planning regulations, technical regula-
tions and regulations for monuments. As workflow
technology is introduced anyway, the applicant be-
comes more capable of tracking the status of his or
her application.

In the application of the two best practices, from
a service perspective it seems wise to automate and
increase the feedback. From a cost perspective, re-
ducing the feedback is the most sensible approach.

Routing Best Practices:
Knockouts and Parallelism

Many processes in the service industry involve
various subsequent checks, or so-called knockouts.
If a knockout is not satisfied, this puts a stop to the
entire process.’ We identified four knockouts:

1. The evaluation by the inspection committee.

2. The check against environmental planning reg-
ulations.

3. The check against technical regulations.

4. The check against regulations for monuments.

A negative result of one of these checks will result
in a negative decision at the end and could therefore
stop the process. This makes them all knockouts.

Knockouts should be ordered so the one that
takes the least effort to perform is carried out first,

m Knockouts
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followed by the knockouts that take more effort,
followed by steps that are not knockouts. This best
practice can result in much more efficient resource
use, a reduction of the lead time or both. A different
and viable ordering of the current checks on the
basis of this best practice is depicted in Figure 2.
The time consuming gathering of the inspection
committee is now moved to the end.

However, we looked at the existing process more
closely, it became clear all checks are performed
anyway, regardless of the outcome (positive or
negative) or the order in which they are performed.
This is because Dutch law requires governmental
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The most important effect
of parallelism is drastically
reducing lead time, a major
benefit in EC or any
business setting.

agencies to support each of their rejections by all
arguments, that is, by all outcomes of the checks.
Thus, the knockout principle is not effective here
because of a legal constraint. On the other hand,
there is still opportunity for another best practice:
parallelism, or concurrent execution of various
steps.

The most important effect of parallelism is dras-
tically reducing lead time, a major benefit in EC or
any business setting. Clearly, only tasks that do not
depend on each other are candidates to be put in
parallel. Whereas the knockout rule focuses on re-

m Parallelism

MARCH 2005 | www.asg.org

Citizen submits
application.

ducing resource use and lead time, parallelism fo-
cuses on reducing lead time and usually increases
resource use.

In our case study, however, all checks are per-
formed anyway, causing a fixed resource burden.
So, to start, checks for environmental planning,
technical and monumental regulations can be done
in parallel. Also the check by the inspection com-
mittee can be put in parallel, implying the feedback
to the applicant could disappear. This intermediary
feedback is again no longer necessary because lead
times are considerably reduced. The resulting
process design is shown in Figure 3.

BPR and EC: Success

The success of EC in the service industry can be
positively affected by sensibly applying BPR princi-
ples. When the actual process is taken as a starting
point, each of the best practices has to be consid-
ered for relevance. In general, this results in a num-
ber of alternative redesigns: Several best practices
are applicable to the same part of the process with
different results. Evaluating the implications of
each scenario should result in an explicit and well-
founded decision on the final form of the redesign.

Inspection heck
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. . technical regulations for
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The municipality considered the approach a
valuable way to generate alternative redesigns for
its current process. One official remarked he was
pleasantly surprised by the quality of the sugges-
tions by relative outsiders, which illustrates the
general applicability of the best practices.

A broader awareness is needed of the importance
of the whole business process in the context of any
EC effort. In the end, it is the performance of the en-
tire process that will determine the effectiveness and
success of EC, and neglecting the BPR knowledge ac-
cumulated over the past decade would really be a
missed opportunity.
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If you would like to comment on this article,
please post your remarks on the Quality Progress
Discussion Board at www.asqg.org, or e-mail them
to editor@asqg.org.
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