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			Summary of The eProcess Edge (Peter Keen and Mark McDonald)

			1. Relationship Building The core business challenge is to build and enhance relationships – with customers and value network partners.

			2. Capability Sourcing New eCommerce capabilities which take advantage of all available technologies must be added.

			3. New Process Design eProcesses which transform the company’s operations and economics will be required.

			Embed process rules in interface

			Out-task processes electronically

			In-source new capabilities

			Handle process exceptions well

		

		
			Book Presentation: The eProcess Edge by Peter Keen and Mark McDonald

			Book Abstract

			MAIN IDEA

			For an online business to succeed, it must address three critical issues:

			
					How the relationship with the customer will be established and then strengthened – so as to generate repeat business.

					How internal capabilities and competencies are sourced and applied in serving the customer.

					How the power of the broader value network available to the organization is harnessed.

			

			Business processes embody how these issues are addressed. In essence, processes define how the work gets done and how the relationship with the customer will work. An eProcess is simply the eCommerce equivalent of a normal business process. The difference between the two lies in the fact traditional processes concentrate on inputs-processes-outputs whereas eProcesses are more rule-based since an entire value network is being accessed.

			eProcess is primarily a matter of prioritizing and then sourcing electronic processes, using a combination of:

			
					Software which converts what used to be done by people into an interaction at your Web site.

					Electronic links to partners, allowing you to out-task functions or in-source new capabilities.

					People and software tools that allow you to handle service exceptions very well.

			

			In short, long-term profitability requires eProcess excellence.
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			Important Note About This Ebook

			This is a summary and not a critique or a review of the book. It does not offer judgment or opinion on the content of the book. This summary may not be organized chapter-wise but is an overview of the main ideas, viewpoints and arguments from the book as a whole. This means that the organization of this summary is not a representation of the book.

			Summary of The eProcess Edge (Peter Keen and Mark McDonald)

			1. Relationship Building The core business challenge is to build and enhance relationships – with customers and value network partners.

			Main Idea

			The ultimate success of any eCommerce business will be determined primarily by its ability to create and strengthen relationships with customers and its partners in the value network. In short, for eCommerce companies, there is a direct link between building successful relationships and long-term profitability.

			Supporting Ideas

			Building relationships is eCommerce’s core business activity. Yet, building successful online relationships is difficult. It takes much more than marketing, more than simply generating transactions.

			Instead, successful relationships have varying degrees of:

			
					Touch – the degree of interaction between the parties.[image: ]


					Texture – the richness of the information exchanged.
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			In value networks, relationships come in four basic varieties:
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			Since the greatest business value is created by collaborative relationships, eProcesses focus on moving all other types of online relationships towards that ideal, both with partners in the value network and with customers.

			[image: ]

			From the customer perspective, a collaborative relationship exists whenever texture is provided through a Web site and touch through the supply of service needs. In essence, smart online businesses are building a multi-layered relationship infrastructure using various eProcesses:

			[image: ]

			In addition to being used to strengthen each of the layers between the customer and the company, eProcesses guarantee the integrity of the end-to-end transaction. By doing so, they build confidence within the relationship.

			Key Thoughts

			“The easy wins in electronic commerce are over. It’s hard, hard work to add execution to innovation. Achieving that creates the eProcess edge.”

			– Peter Keen and Mark McDonald

			“The challenge is not whether you can do business on the Web: a site, a big marketing budget and a cheap price can always buy transactions. Rather, the issue is how you use the Web to build profitability through repeat business and relationships. Meeting that challenge requires a mix of capabilities that handle business transactions and relationship building.”

			– Peter Keen and Mark McDonald

			“This is the real competitive game – value networks, not Web sites. eProcesses are the tools for building value networks. Relationships are value generators. So design the relationships first and foremost. That’s how to target the marketplace. Start with a blank slate. Leverage your business model not by designing a Web site, but by viewing the site as a relationship interface. Then define and source the process capabilities that provide the strongest value network. The technical components of the telecommunications, computer and data complex are a relationship platform that can be expanded and extended over time.”

			– Peter Keen and Mark McDonald’

			“The capabilities within your value network define the breadth of your eCommerce capability and business. This breadth creates a vibrant framework for establishing the relationships that matter most to your business and capabilities. The resulting focus is necessary to determine and define the proper relationships between the players found within this network. The value network is the basis for competition; it is far more effective to play on a team than to go it alone.”

			– Peter Keen and Mark McDonald

			“Companies that stop at shopping and buying on the Web are just electronic convenience stores competing on price and creating commoditization.”

			– Peter Keen and Mark McDonald

			2. Capability Sourcing New eCommerce capabilities which take advantage of all available technologies must be added.

			Main Idea

			The core execution issue for any eCommerce business model is which eProcess capabilities will add the most value to the business relationship, and where to source those processes. Companies that understand how to make these decisions effectively have an appreciable competitive advantage.

			Supporting Ideas

			eProcesses have four distinct types of capabilities, based on their value to the company and the customer:
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			Acquiring each of these capabilities can either be an asset for the company (when value is added to the business model) or a liability (when the new capability detracts value for any of a variety of potential reasons). Specifically:

			
					Identity CapabilitiesThese support the core of the business model and shape the eCommerce brand. Without Identity Capabilities, the business is unable to differentiate itself effectively and is unable to deliver on its service promise.
Identity Capabilities become assets when they form the basis for repeat business – that is, when past experience encourages customers to transact more business in the future. Thus, Identity Capabilities are assets are growing and ongoing.
When key Identity Capabilities become outdated and no longer meet the preferences of the marketplace, they become liabilities instead. In that case, the company must take decisive action to create a new set of Identity Capabilities, otherwise the business risks becoming commercially irrelevant.


					Priority CapabilitiesThese are the heart of day-to-day operations. Performed well, the business runs at a profit. Conversely, executed poorly, the company will have a negative cash flow.
The most likely Priority Capabilities for an eCommerce company will be:
	Efficient, competent technology operations.

	Accurate logistics and order fulfillment systems.

	Responsive and dependable customer service.

	Good back-office systems – inventory management.


Priority Capabilities can become liabilities when customers place higher values on them than the company does. In that case, repeat business is not generated, and high customer acquisition costs must be continually incurred.


					Background CapabilitiesThese are the numerous processes which support daily operations but don’t directly generate revenue or build the brand. Examples:
	Sales.

	General expenditure.

	Administration.


Almost by definition, Background Capabilities are always liabilities and never assets. Fortunately, eCommerce is changing the nature of these capabilities quite noticeably. For example, when processes become embedded in software, customers are able to manage their accounts more extensively than ever before. That, in turn, reduces the Background Capabilities drag for eCommerce companies significantly.


					Mandated CapabilitiesThese are the processes legally required to stay in business, and includes items such as:
	Regulatory reporting and compliance.

	Tax filings.

	Corporate legal counsel.


Again, Mandated Capabilities are almost always liabilities and can rarely be turned into assets. They are, however, an economic fact of life.


			

			In practice, any company’s operational base will be a mix of capability assets and liabilities. This mix will not, however, be set in concrete but will be variable. eCommerce companies, in particular, need to be clear about their forecasts of the eProcess capabilities that are needed at present and in the future.

			Most companies will have a few key Identity Capabilities, and whatever Priority Capabilities that are demanded by the dynamics of the marketplace. To that mix will be added whichever Background Capabilities and Mandated Capabilities are necessary.

			eCommerce companies also have a number of options on how best to source those capabilities, because of the availability of their value network partners.

			Key Thoughts

			“Think of the company’s eProcess capability base as a portfolio of investments. Its goal is to build a set of eProcess assets – capital items that generate economic value through success in the value network relationships. Executives can rank eProcesses in terms of value to its customers, value to the company and contribution to the relationship. The win-win combination is when its eProcess capability choice leverages all three of these. Note that they are always potentially in conflict. For example, the company could easily maximize value to customers by giving its product away, or it could provide information that encourages them to access its Web site, use the information resources for evaluation and then buy from somewhere else. Relationships are mutual exchanges of value; otherwise they are unstable and one of the parties will lose. When customers lose, they don’t come back. When the company loses, it goes broke.”

			– Peter Keen and Mark McDonald

			3. New Process Design eProcesses which transform the company’s operations and economics will be required.

			Main Idea

			eCommerce redefines the entire nature and scope of business processes. Companies which understand and focus their efforts on eProcesses have a sustainable competitive advantage.

			Supporting Ideas

			Historically, business processes were sequential and linear. They have generally been defined in terms of workflows, tasks and activities. The most popular process movements have been reengineering and Total Quality Management.

			In the Internet era, however, companies are busy forming alliances, joining networks, collaborating and competing simultaneously in a global marketplace. At the same time, the technology is now widely available for processes to be split up and spread between a number of service providers electronically, instead of being handled solely in-house.

			Thus, in the Internet era, a new definition of business processes is required. The simplest definition is:

			“An eProcess is a recurrent set of business rules. It is linked to other processes through an interface. It is sourced through a combination of electronic links to many players in the value network and the company’s internal capabilities. eProcesses are, in effect, modular building blocks that link smoothly to each other.”

			Note this definition highlights several key issues:

			
					eProcesses are recurrent.If it’s not repeatable, it’s a special case. The more frequently an eProcess is repeated, the more resources that should be able to be invested in it, and the more added value it can create when done well.


					eProcesses are highly structured – with business rules. Rules define the business in terms of how specific requests are to be handled, who is responsible and so forth. By aggregating and integrating a number of processes through a Web site, a far reaching value network can be created and later expanded.

					eProcesses use interfaces.Unless a common interface exists where people can exchange information efficiently, business cannot be transacted. Fortunately, eCommerce of necessity is built on a foundation of common standards for interfaces.


					eProcesses are closely linked to the sourcing role.eCommerce efficiency is created by the fact there are many players in the value network who can provide products and services using well defined business rules and common interfaces. This goes beyond out-sourcing to accessing a broader value network with vast numbers of potential allies.


					The central issues are different for eProcesses.For traditional business processes, input-process-output was the key focal point. For eProcesses, the key issues are rules, interfaces and sources. These issues become part of the eProcess design process and the decisions made in these areas impact heavily on the ultimate productivity of the eProcess itself.


			

			In effect, “eProcess” is the company’s strategy for how it will prioritize, coordinate and source its requisite range of individual eProcesses. Internet companies have a greater range of options for designing, sourcing and coordinating eProcesses than traditional companies ever enjoyed.

			eProcess is particularly effective in combating complexity – the greatest single drain of operational efficiency. As companies move from being vertically integrated to becoming virtually integrated across a value network:

			
					Resources that were previously applied to coordination activities can be redirected to activities that create added value.

					Organizational complexity will be reduced. A simpler, more efficient business model will emerge.

					Companies will get access to state-of-the-art capabilities without making substantial investments in additional assets.

					More sourcing options will become available.

					Process design will be able to start with customer value and work outwards rather than focusing on what can be handled internally.

					The company will have the opportunity to scale up quickly and cheaply.

			

			In practice, eProcess is not reengineering or streamlining workflows to get more done. It is designing, sourcing and then coordinating a process portfolio in the way that will create the greatest amount of added customer value. And at the same time, it also has a dramatic effect on the company’s cost and capital structures. eProcess generates wealth.

			Key Thoughts

			“It is no news to any manager that the rapid and massive growth in most online players’ Internet revenues has not as yet translated into profits. It is pretty clear that they will not unless the company’s eProcess strategy changes the nature of its customers and assets. The company must first turn transactions into repeat business. Then it must build repeat business into a sustained relationship by fostering personalization, customization, collaboration and community. Finally, the company must transform the structure of its balance sheet and operating costs through innovative capability sourcing. That is what generates process wealth. Process really, really matters!”

			– Peter Keen and Mark McDonald

			“eCommerce requires eProcess. The days of just setting up a Web site are long over. This is all about commerce. It is easy to show that far from the Web site being in itself the core of eCommerce, it is the eProcess base that turns the site into an effective relationship interface, and it is the relationship that establishes eCommerce success.”

			– Peter Keen and Mark McDonald

			“Traditional companies make the transition to electronic commerce through giving themselves an eProcess edge. That edge concentrates on intelligently sourcing capabilities and process design that build relationships and repeat business. This edge raises asset and organizational efficiency by concentrating on the capabilities that matter most to the customer and your online brand. Achieving this edge involves understanding the new role process plays in the Internet era and how you can use this role to create an eSuccess.”

			– Peter Keen and Mark McDonald

			Embed process rules in interface

			Main Idea

			By embedding business rules into the software interface between the customer and the company, transactions become more efficient and responsive from the customer’s perspective. The Web site becomes the front-office for your organization and your value network.

			Supporting Ideas

			Companies that embed their business rules into their software effectively manage to turn their Web sites into process managers for their customers. Since business rules define the basis on which commercial transactions will occur, they provide a direct link between customer requests and eProcess capabilities somewhere within the entire value network.

			Good embedded business rules:

			
					Start with the customer experience and have an objective of producing a win-win situation for the customer and the company. That, in turn, builds the relationship.

					Have been designed with the overall customer experience in mind. Thus, they are easy to navigate, secure and as intuitive as possible.

					Make it easy and convenient for customers to initiate a business relationship.

					Turn every customer inquiry into a two-way conversation – that is, an interaction with the company.

					Make it very easy for customers to make requests that are unusual and unique.

					Are self-organizing – allowing new rules to be added as additional products and services become available.

					Are clean – free of ambiguity, conflicts, duplicates, varying definitions, etc.

			

			Clearly, the real value of software embedded business rules lies in their recurrence characteristic. Software can be expensive to build and get right, but once it is in place, it costs basically the same to process the orders generated by 50 customers or 50 million customers. Further, the more customers use a piece of software, the more a company knows how to improve and enhance it.

			Software also has other compelling advantages from an eProcess perspective:

			
					It is easily scalable upwards or downwards.

					It can be instantly personalized to take into account a customer’s preferences, past transactions and the context of potential future transactions.

					Cost effective alternatives can be made available instantly in the case of system breakdown or if the customer indicates a preference to transact business through an alternative mode – telephone call center, face-to-face or from a specific physical location.

					It can have varying degrees of personalization available – such as complete self-direction for those customers who like to be in control of the entire transaction, or simplified “One click” options where the software assumes control of the majority of the transaction details leaving the customer to simply enjoy the benefits.

			

			The key challenges normally encountered in embedding business rules into a software interface are:

			
					Many companies have Web sites which don’t interact directly with the firm’s operational resources. The information flow between the Web site and the back-office systems may be restricted or even non-existent. Unless and until the customer facing Web site can access the entire back-office systems, the number and scope of the business rules that can be embedded successfully in the software will be severely limited.

					Organizational complexity must be reduced. Many companies duplicate data and store multiple copies of transaction details. Processes embedded in software instead allow the customer to directly access internal systems and external partners. For many businesses, that will be an entirely new paradigm, requiring an entirely different mind-set.

					Finding ways to enhance the effectiveness of business relationships, not just the efficiency. Companies have designed their processes around their requirements for so long they inadvertently mistake politeness for responsiveness. eProcess builders have the overriding goal of enhancing effectiveness, not just automating old legacy systems.

			

			Embedding business rules within the software interface is an important step in creating a virtual business enterprise. This

			Key Thoughts

			
			
			
			
			
			
			
			
			
			Main Idea

			
			Supporting Ideas

			
			
			
					Best-in-class services can be provided without a company investing in the infrastructure required to deliver these itself.

					The out-tasked services can be accessed on an as-needed basis, which effectively turns a fixed investment into a variable expense.

					Companies can achieve the cost reductions offered by economies-of-scale with very low volumes of business.

					New partners can be added to the value network quickly and efficiently.

					The normal constraints imposed by physical location, time zones and so forth are removed – effectively widening the pool of potential partners.

					Time-to-market for new products and services can be reduced through the virtual integration of a partner’s eProcess capabilities.

					Executive attention can be focused on those business activities which create the greatest added value while marginal value processes are out-tasked.

					Customers are freed of the administrative burdens of dealing with several separate companies.

					A company can ramp up its business and build scale very rapidly.

			

			
			
					There must be a shared technology platform between all members of the value network. Only then can process requests be distributed efficiently through a common API. Achieving the technical level needed for real-time collaboration often presents challenges.

					Coordination systems must be developed so that work handed off from one system to another doesn’t get followed through on.

					There must be some alignment of business rules between the partners in the network. At the very least, common business definitions and standards will need to be put in place beforehand.

			

			
			
			
					Ability – Can the service provider deliver best-practice level services and products?

					Scalability – Can they handle the growth you anticipate generating?

					Expandability – Are they able to add new services, allowing your own product to continue to evolve and improve over time?

					Exclusivity – Do they have established business relationships with your direct competitors?

					Management Attention – Will your business be strategically important to them, or will you just be a peripheral customer?

					Non-circumvention – Can the service provider go directly to your customers, effectively disenfranchising you?

					Complete Range – Does the service provider provide everything you feel customers will require?

					Technology Compatibility – Can information flow between your IT systems and theirs in real time?

					Intangibles – How do you feel dealing with the service provider?

			

			
			Key Thoughts

			
			
			
			
			
			
			
			Main Idea

			
			Supporting Ideas

			
			
			
					Customer relationship capabilities.

					Alliance Management.	Identify, evaluate and negotiate with new alliance partners.

	Develop performance criteria for evaluation needs.

	Put in place management information sharing systems.

	Have ongoing discussion on operational issues.




					Product development capabilities.

			

			
			Key Thoughts

			
			
			
			
			
			
			
			
			
			Main Idea

			
			Supporting Ideas

			
			
			
					Amazon.com excels in order delivery. If there are any problems, the company ships replacements as quickly as possible. The company works very hard in every part of the order fulfillment sequence.

					WebVan guarantees delivery within a 30-minute window, or refunds $3.

					National Semiconductor uses software to route all e-mail received to a real person who then replies as quickly as possible.

					Dell provides its business customers with an icon on the Web site which links to a technician who can help solve problems with the customer.

			

			
			
			
			
			Key Thoughts
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