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Process Innovation 

Introduction 
Business must come to grips with the importance of innovation. But how does an organization 
ensure that it goes about “innovation” in a consistent way and then achieves the benefits 
associated with effective innovation. 
 
In our engagements as BPM consultants we have noticed that process innovation is quite 
commonly misunderstood and undervalued. Many people think that innovation is a lucky flash of 
inspiration or a unique skill set mastered by a fortunate few. The abundant literature on innovation 
showcases the examples of enlightened and successful CEOs who have completely revamped 
their business model to provide their organization with significant innovation. This article shows 
that innovation itself is a process that can be mastered by everyone in the organization, and that 
innovation can, and should, occur at different levels in the organization. We will describe several 
examples of process innovation and trust that you will be inspired by them. 
 
Howard Smith stated, “To satisfy shareholders, innovation must be repeatable, procedural, and 
algorithmic. Making effective progress requires much more than inspiration” (BPTrends February 
2006). 
 
Blockers For Process Innovation 

It is remarkable how many ideas originating from the work floor have the potential to radically 
improve business processes. Unfortunately, these people are rarely asked to share their views, 
and, if they do, the ideas are often discarded by middle management as too radical or not worthy 
of consideration, and this can be used as an excuse for not asking for or contributing further 
suggestions.  

In order to create an environment that will allow and encourage people to provide their innovative 
ideas, an organization must provide a trusting, caring organization where all personnel feel an 
ownership for the innovative process. 

Trust is critical, and personnel must feel that they can trust their leaders and the environment in 
which they function. Caring is about respect and empathy for others, and ownership is about 
providing people with as much control over their own destiny as is possible. 

The following syndromes are also often seen within organizations (Jeston & Nelis 2006): 

• “Around the edges” syndrome – where the processes and associated people are 
treated like sacred objects: They cannot, or do not want to, discuss efficiency and 
effectiveness, or ask the tough questions. Executives keep “looking at the edges” of the 
problem and not at the heart – solving symptoms rather than the cause. For most of 
these organizations. innovation is limited to bringing in new technology rather than 
addressing the fundamental issues. 

• “Black box” syndrome – where executives see their processes as a “black box.” They 
don’t know the details, but somehow the processes produce outcomes. The executives 
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have a feeling that these processes may not be as efficient, or as effective, as they could 
be (quality and rework are not measured), but at least the processes work and the 
executives are afraid to change anything because change might disrupt these fragile 
“black box” processes, and fixing a problem is tough when you do not understand it.  

Tom Davenport (in BP Trends September 2004) highlighted the lack of process-centric middle 
management. This lack of a process view can block new ideas reaching executive management, 
and stop new directions from executive management being fully understood and implemented at 
the working level. 

Various Level Of Process Innovation 
Process innovation can and should happen at various levels within the organization as no 
organization can depend solely upon innovation occurring at one level only. Successful 
organizations have an innovation process working its way through all levels of the organization. 
Hamel (Harvard Business Review) states, “Innovation has become a mantra: Innovate or Die. A 
company can’t outgrow its competitors unless it can out-innovate them. Surely everyone knows 
that corporate growth – true growth, not just agglomeration – springs from innovation.”  This 
article will provide various examples of process innovation, using the various innovation drivers, 
which include technology. 
 
 

 

 

 

 
 
 
 
 
 
 
 
 
 

Figure 1. Levels of Process Innovation 

Redesign Of Industry Value Chain 

• Customer Self Service: Booking travel tickets online has drastically changed the travel 
industry. More and more customers book online, which provides two main benefits: firstly, 
customers have more control; and, secondly, it provides a more optimal process, not just 
because the customer enters the required information, but it also ensures that there is a 
higher level of data integrity. 

A question the organization should ask itself: “How much information do you capture from 
your customers and how much do you allow your customer to enter?”  

• Customer-to-customer interactions. Customers do not only exchange ideas, 
information, and opinions; they are also able to purchase and sell goods and services, for 
example, on eBay. This forces organizations to refocus its attention on the value that it 
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provides to customers and the relationship between the organization and their customers. 
Many organizations make use of customer forums or user groups for feedback. 

A question the organization should ask itself: “What added value do our processes 
provide our customers to ensure that they will continue to want to deal with us? 

Redesign Of Business 

• Processes developed around customer wishes: A car insurance company 
representative who visits customers at a location convenient for the customer, offering 
on-the-spot assessments and providing the customer the choice between getting the 
damage repaired or providing immediate payment to enable the customer to arrange for 
the repairs is fundamentally a different process from insurance companies where the 
customer has to visit a pre-designated repairer. This company was successful by 
fundamentally redesigning their business rather than making marginal changes; and by 
ensuring that customer wishes, value proposition, and their business processes were all 
aligned. 

A question the organization should ask itself: “How many processes are designed around 
customer wishes rather than processes inherited from the past?” 

• Flexibility is the process rather than the exception. Dell is a great example that 
undermines the commonly held idea that a reduction of customer choice leads to more 
efficient processes. If you ensure that customer choice (or, in other words, flexibility) is 
embedded in the process, it is possible to achieve very competitive flexible customer 
focused processes. This sounds simple, but many organizations still struggle with this 
concept: A white-good manufacturer produces fridges with various options. Only after a 
detailed activity based costing does he realize that the additional revenue for a few minor 
options (e.g., a few extra lights and buttons) does not cover the additional costs such as, 
additional handling costs, storage costs. and reduced economies of scale. Conclusion: If 
you do not build flexibility into your process, your true cost of flexibility might outweigh the 
benefits.  

A question the organization should ask itself: “Are specific customer requirements an 
interruption of your processes, or are they the basis of the processes?”  

Redesign Of Processes 
• Use of real-time and geographical information. The logistics industry has been able to 

improve its processes significantly: RFID (Radio Frequency Identification) technology is a 
cheap way to track goods. The use of real time information provides not just the current 
status, but also the predicted future status. For example, the industry can assess what 
SLA penalties will be levied without any pro-active correction action and what is the 
optimal action to ensure that the SLA penalty will either be removed or reduced to a 
minimum, e.g., through re-routing of the route. Furthermore, these options provide the 
customer with the ability to track or trace their products real-time, at the same time 
reducing workload for the call center, which previously would have had to answer calls 
from customers seeking this information. 

A question the organization should ask itself: “Are you applying the latest technology in 
supporting your business, or are you still relying on old or outdated technology?” 

• Workflow management and document management. Many companies still rely too 
much on paper-based files, making it difficult to assess and track information. Companies 
have reported improving efficiency of up to 300% by using these technologies. A 
European bank faced increasing processing times; these caused the organization to 
enter a negative spiral:  Longer processing times caused an increase in customer 
inquiries about the status of their transaction, resulting in more time spent answering 
these queries and less time in processing, which had the effect of causing even more 
delay. An integrated workflow management and document management system ensured 
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that the processes became faster, more predictable, independent of individuals (e.g., 
sickness and holidays), and the answering of queries could be completed in real time, 
saving significant time and effort. 

A question the organization should ask itself: “How much data are we re-entering and 
how accessible is this information for other relevant and authorized people in the 
organization?”  

Improvement Of Subprocesses 
• Avoid having one standard process for a variety of situations.  A mortgage company 

was able to reduce the processing time for 95% of its mortgages from 3 weeks to 3 days 
by separating the odd 5% that require substantial additional checking from the main 
stream straight-through processing, which could be done by an automated solution.  

• Mobile communication allows employees and customers to access time-critical, 
location-based information. Utility companies use mobile devices for a wide range of 
applications – providing real-time details about customers through access to the back 
office. Sales staff are able to process on-site quotations and process orders with instant 
and built-in validation as to whether the order is complete and correct and that the 
required resources are available. Our research has shown that up to 40% of orders 
contain errors where forms are incomplete (not all fields filled), inconsistent  (fields 
contradicting each other or where a proposed configuration is impossible) or incorrect 
information (e.g., wrong address). 

Indicators For Innovation 
• Ask the “Why do we do processes this way?” question? If the answer is merely “Because 

we have always done it like this,” it is a clear indication that the process/organization 
needs innovation. 

• Think from the customers perspective:  “What would I want if I were a customer?” – and 
as Peter Fingar states in his book Extreme Competition(2006): “’ “The customer is no 
longer king, the customer is now a never satisfied dictator.” 

• Look for innovative ideas from other organizations and other industries, and see how the 
organization can apply them. A starting point would be to look at all the ideas in this 
article and see which ones are applicable in your organization. Do not fall into the trap of 
dismissing a radical idea before serious consideration and thought has been given to it, 
as you do not want to become one of the “innovator blockers.” 

• Ask, “Where is the current pain and frustration in my business processes?”  These may 
reveal strong indications that a process does not flow smoothly. Addressing these issues 
also provides good visibility of the initiatives required. 

Biggest Challenge Of All 
The biggest challenge for innovation has often proven to be the actual implementation. This 
article has shown that there is a wide range of innovation drivers with significant business 
benefits. Unfortunately, many organizations have not yet realized the full benefits, mainly 
because of three reasons:  

• Many initiatives are not aligned with the organizations strategy. Successful organizations 
have a close interaction between organization strategy and the business initiatives 
supporting the strategy. “Porter has argued that many organizations talk strategy, but 
have not followed through with the implications of the strategy. It didn't make the hard 
choices required to actually implement a specific strategy, and hence, it did not create the 
highly integrated business processes that are very difficult for rivals to duplicate. . He 
doesn't suggest that senior executives should get into the design or redesign of specific 
business processes, but he does suggest that they think of the themes that will be 
required to implement their strategies, which are ultimately defined by products and 



 

Copyright © 2006 John Jeston & Johan Neilis.  All Rights Reserved. www.bptrends.com

 

5 

customers, and think about the hard choices that will need to be made to assure that the 
themes and key processes will fit together and be mutually reinforcing. When 
organizations do make the hard choices  they find that the themes reinforce one another 
and the activities fit together to optimize the strategic position,” BPTrends Mar06. 

• Many organizations take ad-hoc and isolated initiatives for process improvements. This is 
often broken down into various isolated initiatives in the same value chain or the 
purchase of separate technologies (e.g., workflow management and document 
management systems). A business-driven and dynamic enterprise architecture, with a 
lead role for the business choices and a supporting role of the processes and IT, is 
required. However, no enterprise architecture will be successful unless it is considered by 
management and the business as a useful tool to make choices for the future, rather than 
a cumbersome mechanism that just records the past.  

• Many organizations fail in obtaining the benefits of their initiatives. The main cause is that 
true business process innovation requires a variety of skills – business knowledge, 
process thinking, IT literacy, people change management capability, project management 
skills, and, last but not least, excellent stakeholder management. Many organizations 
embark on this journey without a clear approach (way forward) and get lost on the way. A 
proven and pragmatic BPM approach certainly helps. 

All these three challenges relate to management. Thus, management must be both more open to 
process innovation and they must actively encourage innovation to “show the way” forward.  

 


