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The introduction of E-government is the key to bringing public administration closer to clients. This requires organisations to integrate and synchronise their strategic vision and tactical delivery of services to clients with the information technology and service infrastructure needed to meet that vision and process execution. E-government is not only about technology. It also involves restructuring the public sector, business process, people and culture to ensure the successful achievement of e-government. Many projects in the past have failed because the orientation of projects was strictly on business processes which generated major changes but without involving other aspects. In this paper, we present the role of business renovation and informatisation which  was successfully implemented in a business case. 

1. Introduction


E-government is the implementation of interactive and inter-organisational processes by electronic means. It represents a shift in business doctrine which is changing the traditional organisational models, business processes, relationships and operational models that have been dominant in the public sector over the past few decades. The new doctrine of e-government requires organisations to integrate and synchronise the strategic vision and tactical delivery of services to clients with the information technology and service infrastructure needed to meet that vision and process execution. In the next few years, successful countries will restructure their public sector, process and technology infrastructure to ensure the successful implementation of e-government.

Experience in introducing e-government in the most developed countries (Singapore, Canada, Australia, New Zealand…) in this field shows that the root of problems to be resolved in introducing e-services has moved from the technological to the organisational and process domain. The essence of e-government is to radically change the ways and mechanisms of operating  administration and, consequently, the basic principles on which these mechanisms have been developing in past decades or even centuries. Therefore, business renovation (BR) or business process renovation methods should be used within the framework of introducing e-services. 

By adopting the ‘Strategy of E-commerce in the Public Administration for the Period 2001-2004, SEP-2004’ (Government Centre for Informatics, 2001) in February 2001, the Government of Slovenia set the primary strategic orientations for the next key phase of informatising  public administration, which means the development of e-government. As a result, Slovenia is following a number of the most developed European countries which are approaching the accelerated development of e-government in a similar way.

Although, Slovenia has accordingly started a new developmental cycle of technological modernisation of  administration and has launched several new projects, we conclude that development is not progressing as planned or expected. This is not just a problem in Slovenia but, based on analyses carried out in the EU, it is also a problem in nearly all other countries. Due to a lack of experience, in most cases the plans and deadlines for introducing e-government were too optimistic. After a year or two, we can see that in most countries it was relatively easy to achieve the first (information) stage, which refers to the introduction of information services, as this step does not require specific changes in internal operations of the administration and in business processes and procedures. Much more complex is the introduction of more demanding, so-called transaction services, which enable all phases of a selected administrative procedure or process to be executed electronically. As a rule, this requires the complete reworking of administrative operations, internal business processes and procedures, the integration of registers and public databases, the alteration and completion of legislation and the development of new organisational regulations, classifications and standards. 

Problems which need to be resolved as soon as possible are, in a minor sense, of a technological nature (Government Centre for Informatics, 2001). They predominantly extend to the internal upgrading of administration operations, their reorganisation, a greater process orientation and close co-ordination and co-operation between various departments, and even branches of power (executive, legislative, and judicial). This involves deep structural changes in the operation of  administration, which will be successfully and quickly implemented only with an overall and well-considered approach, as used in the modernisation and reformation of administration up to the present. BR projects should be focused on all related key business elements: business processes, people and, finally, technology. E-government is not only enabling the redesign of internal organisational processes but is being extended to inter-organisational processes.

2. BUSINESS RENOVATION


Business renovation projects deal with more than just business process reengineering. Business process reengineering remains a buzzword that brings back memories of head count reductions, budget cuts, facility closures, expensive consulting engagements and endless reorganisations that destroy morale and confuse employees, partners and customers (Jaklič et al., 2003). Besides the business process, business renovation projects should also include new technological options as well as different organisational, economic and social views of organisations (Davenport, 1993; Miller et al., 1994). The business aspects of renovation projects can be shown in Leavitt’s diamond. Leavitt’s diamond connects processes, structures, culture, technology and people. If one of the elements changes, the other elements have to be changed in order to preserve the stability of the diamond’s structure (Burke, Peppard, 1995).

In this paper a business renovation project undertaken at one of the Slovenian Ministries will be presented. By agreement, the precise name of this particular Ministry will not be revealed. Before the business renovation project commenced, this Ministry experienced several structural changes that were reflected in long, inefficient and non-transparent processes, the duplication of activities, irrationalities, long response times and non-allocated authorities and responsibilities.

Given this situation, the decision was made to undertake a complete renovation project of the Ministry. The goals of the project were to standardise the business process, rationalise and informatise business processes and, finally, make the necessary changes in the organisational structure of the Ministry. 

In order to achieve these goals, we first had to identify  the Ministry's key business processes which would, in the next stage, be modelled and described in detail. Detailed process modelling was in this case the only suitable option to discover: the duplication of activities, differences in the execution of similar business processes, in which parts of processes there are differences and, finally, how big those differences actually are. We believe that such models represent a good starting point for business analysis and renovation and, as such, contribute greatly to the quality, reliability and efficiency of business processes. The identification of the key business process was within the domain of top management of the Ministry and Business Information Technology Institute (BII). Several meetings resulted in six key business processes. Since it was estimated that the majority (80%) of business activities are financially related, financial processes were clearly the most important. 

2.1 Business process modelling (as-is model) and analysing 


To achieve greater efficiency and better results at the time of process modelling, the BII organised a workshop for members of the Ministry. Here, they were introduced to the theoretical background of business process reengineering (BPR), the methodology and some practical examples using the specific BPR tool. After the workshop, we were ready to start interviewing those people who execute business processes. Interviewing the employees was organised top-down hierarchically speaking. The idea was to reveal the big picture of the organisation at the beginning and to then move down through the processes to the level of activities. In Fig. 1 this previously described approach is presented.
	Employee level
	Business processes and activities

	1st level (top management)
	Financial processes
	Administrative processes
	Strategic planning
	…


	2nd level
	Financial planning
	Contract signing
	Payment execution
	…


	3rd level
	Forming financial evaluated programme
	Receiving financial document
	Checking received financial document  
	…


	n  level
	
	
	
	…


Fig. 1: Top-down approach.

Key problems noticed during process modelling were (Popovič et al., 2003):

· The way of thinking; employees (process executors) thought that people are the basic element of the business process and that they should therefore all be part of the business process, including all their assigned tasks.

· Lack of balance; in some cases processes were modelled with too many details (down to elementary activities), while some were too general. Both deviations are a reflection of process executor’s motivation and readiness to cooperate. 

· Data accuracy; data received about business processes were often unrealistic or sometimes even made no sense. 

· Undefined processes; in many cases processes were undefined and mixed with each other. Therefore, it was very hard to draw a line between the processes.

After collecting all the necessary data about business processes and activities it was time to start the next phase of the project, namely a business process analysis. The scope of the project is too extensive to be presented as a whole here. The further focus of this paper will be financial business processes or, in some cases, parts of financial business processes. Financial processes were modelled in nine different sectors of the Ministry. The business process contents of eight of those sectors (‘Sectors’) were very similar. But the ninth sector, the Financial Sector, was special since it was the starting and finishing point of all financial processes and therefore it had to be thoroughly analysed. 

As expected, the process structure in the Sectors was almost identical or at least very similar. But the deeper we looked into the processes, the more differences were noticed. By ‘drilling down’ to the level of activities, the rate of differences noticed became higher and higher. Fig. 2 presents a comparison of part of a process executed in three different sectors. It is very clear that the process is not uniform. 

The processes in Fig. 2 are a fragment of the payment execution process (Appendix A). This basically consists of two activities, namely Forming a Financially Evaluated Programme (Forming FEP) which is executed after acceptance of the government budget and Forming the Financial Elements of Pre-payment (Forming FEPP) which is executed after contracts are signed on the basis of the accepted government budget. The paying of invoices to clients is conditional on one of these two activities. In the first case (Fig. 2a), both Forming FEPP and Forming FEP are executed in Sector 1. In the second case, (Fig. 2b) Sector 2 forms the FEPP while the Financial Sector forms the FEP and confirms the FEPP. Finally, in the third case (Fig. 2c) Sector 3 forms the FEPP and FEP, but after creating FEP,  FEPP must be also formed.
Nevertheless, the business content of all three cases is the same, whereas the business processes are conducted differently. Fig. 2 shows it is obvious that each Sector is trying to solve the problem in its own way. We detected two main reasons for these differences.
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Sector 1 – Top level processes

The first one is inconsistent competence across the Ministry. We can illustrate that problem by observing that some sectors need confirmation of FEPP (Fig. 2b) and  others do not (Fig. 2a and 2c). The second factor is unclear business process definition which results in different process execution between sectors. The difference is seen by comparing Fig. 2a and 2b with Fig. 2c. In the first two cases, activities FEP and FEPP are independent and executed paralelly while in the third case, after forming FEP, FEPP must be created as well. 
The majority of problems could be identified by looking at and comparing processes. However, in order to get the whole picture of the existing problems sometimes just looking and comparing is not enough and further research is needed in terms of using and analysing simulation results. Simulations are very important for evaluating business processes (Doğaç et al., 1998). They can be defined as a technique which uses a result prediction model about a system or process (Harmon, 2003). Simulations are based on some assumptions about activity execution which are the background to establishing the state of a process at a specific moment (Harmon, 2003a). Performing a simulation is very difficult. Those who work on simulating business processes have to understand the business processes being modelled and find out which data is necessary to perform the simulations (Barnett, 2003). 
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Figure 1. Payment execution process
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Figure 2. Payment execution process comparison


The results of the analysis based on documentation checking and simulations can be summarised in a few key points, with some referring to general remarks and others to information support etc.:  
· At the highest business process level the structure of the financial process is identical in all Sectors of the Ministry except for the Financial Sector which is composed of two key areas ‘acquiring financial resources’ and ‘consuming financial resources’.  

· Most activities in financial business processes need professional officers, but there are other activities which require administrative work. At the moment, the Ministry does not have appropriate administrative employee support, meaning that professional officers must do administrative work, which is irrational. 

· A great influence on the execution time of the business process are the bottlenecks caused by: 

· the Ministry’s geographical allocation; the documentation flow within the Ministry is very slow; 

· acquiring data and documentation from partners; unsuitable information channels;

· receiving incomplete applications from clients; clients have to supplement their applications several times;

· frequent budget rebalancing; and

· a deficient and often amended legal background.

· In some business processes, a partly inappropriate personnel structure was noticed.

· Co-ordination between sectors within the Ministry and co-ordination between the Ministry and its partners is very poor.

· The Financial Sector is involved in all financial business processes at the Ministry. Compared to other sectors, its activities are the most allocated and complex. It follows financial process from beginning to end, but the execution of business processes is not uniform.

· In some cases it is not clearly defined who is the owner of the activity in terms of a particular Sector and the Financial Sector.

· Through all the financial business processes, a lack of information support is noticed; problems are seen in uninformatised processes or in the many interruptions where processes are already informatised.   

2.2 Business process renovation (to-be model)

Business Process Renovation is an organisational method demanding a radical redesign of business processes in order to achieve better efficiency, quality and more competitive production (Hammer and Champy, 1993). It is also a method of improving the operation and therefore the outputs of an organisation (Kettinger and Grover, 1995). It means analysing and altering the business processes of the organisation as a whole. Business process renovation is about finding the best combination of execution times, costs and service quality. In our case, costs had an insignificant influence on customer satisfaction so we had to make efforts to strike the optimum balance between process execution times and service quality. On top of execution times, costs and quality, customer satisfaction also plays a significant role in the public administration. 

Our biggest challenge was to increase customer satisfaction. At first glance, the answer seems very simple. Customer satisfaction would grow if we managed to reduce costs, shorten execution times and increase service quality. However, after a closer look, it became clear that we had three goals that excluded each other. For example, we cannot simultaneously achieve the highest possible service quality and the shortest possible execution times. 
Proposals for changes in financial business processes were made on the basis of the analysis presented in the previous chapter (business process modelling and analysing). This phase of the project is the most difficult one since it requires a lot of knowledge about the organisation, government regulations, the law and some practical experience. Some general proposals for financial business processes were:

· Financial processes were not uniform. To standardise and rationalise processes, the Ministry has to execute processes in the same way in all Sectors. Therefore, the ownership must be defined for all processes.

· All financial processes should be executed by workers in the Financial Sector and specially assigned workers in other Sectors. All of them form the Financial Department of the Ministry.

· Documentation flows were very slow because the documentation was all in paper form and transported physically between sectors or employees. We propose the introduction of e-business with electronic signatures.

· Introduction of the financial reporting system for all Sectors of the Ministry as part of process cash-flow planning.

· The Ministry had different information support systems for the same process. From the standardisation point of view, it must be decided which is the most suitable and then this one must be used in all sectors of the Ministry. 

· To reduce the rate of allocating financial sources, the Ministry should start with better control in the contract signing phase.

The suggestions offered a good starting point for the renovation of financial business processes. Since we cannot present all the renovated processes, changes in the previously mentioned case (payment execution process) are illustrated in Fig. 3. In order to introduce a uniform payment execution process, we had to implement it in two major steps. The first step was to find out if there are any regulations or rules which determine process execution. After the regulatory issues, we made a proposal for uniform payment execution which is presented in Fig. 3. By comparing Fig. 2 and Fig. 3, three key improvements are noticed:
· The FEP and FEPP are both formed in Sectors since the Sectors had employees capable of correctly executing the activities and had all necessary data available about the specific issue.

· All formed FEP and FEPP must be confirmed by the Financial Sector which controls payment execution. The importance of this proposal is seen in process execution transparency.

· The analysis of the regulations showed no need to form the FEPP after forming the FEP. In a uniform business process, both activities are independent and executed  paralelly.
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Figure 3. Renovated payment execution process


2.3. Organisational changes

Business process changes are usually not enough to achieve the goals set at the beginning of a business renovation project. It must also include organisational changes to implement new, process-oriented ideas in the organisation. As processes and the ownership of the processes are the key elements to success, it is obvious that a process-oriented organisational structure is the most suitable one. It is different from the classical, function-oriented organisational structure in transferring supervision and responsibility for business success to business process managers. This way of organising resolves some major problems of the functional organisational structure as if we were looking for ‘local optimums’ in a process which usually does not mean an optimum for the organisation as a whole (Kovačič, 1998). Fig. 4 shows a general process-oriented organisational structure. 

In a process-oriented organisational structure, functions like the supply department, manufacturing department etc. are concerned with accomplishing the global organisation politics and securing all the resources needed for the smooth execution of activity within the key business processes. An essential advantage is seen in the reduced size of middle management and in most cases also in the reduced decision-making levels between top management and business process executors. By flattening the organisational structure, positive results are not only seen in lower costs and higher quality managing processes, but also in quicker reactions to market demand and therefore better financial achievements.     

[image: image5.wmf] 

 
Figure 4.: Process-oriented organisational structure


In the case of this Ministry, we suggested a new organisational structure based on new organisational and business trends. The Financial Sector became the owner of all financial business processes and its duty was to manage them. 
That included enforcing standardised and transparent execution by all parts of the Ministry, ensuring all the necessary support and tracking and implementing all significant changes. 


To achieve the expected positive results, it is urgent to form some formal or informal organisation units in each sector where financial business processes will be executed. They must have a defined list of activities and responsibilities. The employees in these units are directly subordinate to the head of the Financial Sector for all financial matters. Some expected financial tasks are:

· financial planning;

· financial control;

· payment execution; and

· financial analysis.


Not all of the financial tasks are executed entirely by the Financial Sector. Some activities are delegated and executed by other Sectors. This change will introduce ownership and responsibility for financial business processes apart from execution. We believe this will involve a major organisational change that the Ministry will have to cope with. Any newly proposed organisational structure is not easy to implement in an organisation. Besides the full support of top management in the organisation, a shift in culture will also have to be introduced. 

3. INFORMATISATION


Informatisation is the general and complete process of implementing and using information technology. Information technology refers to the technological side of an information system. It includes hardware databases, software networks and other devices. It can be viewed as a subsystem of an information system (Turban et al., 2002). The goal of information engineering is to describe an already conceptualised process in informational (or, more accurately, data-oriented) terms so that a system can be rapidly and rigorously constructed to support the new process design (Davenport, 1993). 

In the case of the Ministry, informatisation plays a key role. It should enable customer orientation through standardised and uniformed business processes that result in faster execution times, lower operating costs and a significant improvement in service quality. The most important areas of informatisation are: uniform databases, data warehouses, document management systems, workflow management systems and, finally, e-business.

3.1. Uniform databases

Reliable and quality data is an important or even critical success factor of organisations. Data has to be planned, standardised and managed like any other resource in the organisation. Planning and standardisation must be based on a formalised, data-oriented approach whose goal is to recognise and model data on the basis of the organisation’s business processes and activities. The data model presents general data about objects, events, activities and their relations in order to introduce data in an understandable way. The result of planning and modelling business processes and data is an information architecture which represents a global and complete view on organisation information factors. In this way, it assures a reliable basis for determining priority areas and the sequence for performing developmental projects, even when looking for connections between the organisation and its partners.

Data must be planned for the whole organisation. In the case of this Ministry, we suggest that it is not enough to analyse and plan data just for financial processes and activities. There has to be a complete review of all business process to assure the integrity and connectivity of the required data.  

3.2. Data warehouses
A data warehouse is a unified database storing the most important data of an organisation or organisations. From the architecture point of view it represents a basis for decision support systems. Inmon (1993) defined a data warehouse as a data source which is:

· oriented to a specific business area: a data warehouse stores data about an organisation’s most important business areas;

· integrated: data warehouses collect and integrate data from various internal and external sources;

· data does not change over time: data in the warehouse is static. After being collected, the data usually does not change any more and is used just for reviews and queries;     

· reviewing data over time: data is not stored just for current values but also for historical values. 


Currently the Ministry does not have any decision support system to help management prepare the required analysis. The data collected are very often inaccurate, incomplete and sometimes too late to create high quality and reliable planning documentation. Since data warehouses are powerful tools for analysis and decision-making, they could significantly improve the Ministry’s financial analysis task.

3.3. Document management systems

Organisations, including this Ministry, face a serious increase in the quantity of documentation every day. A document management system enables the effective supervision of documentation flows, ownership and lifetime period. Electronic documentation management is an important tool which enables simple and fast documentation searching, file-access supervision, tracing and creating versions of documentation and, finally, editing the information in folders. From a business point of view, documentation management systems have an impact on improved efficiency, better control, faster decision-making and easier searching (Shegda and Bell, 2003).

Documentation management systems are often made on a teamwork systems basis using the same information source, like an electronic document. The Ministry' idea is to transfer all accepted documentation into an electronic format at the beginning of each business process. During the execution of business processes, the electronic documentation can be accessed  by any employee who needs it, naturally if permission is granted. This would mean a great step forward in decision-making quality and in the speed of business process execution times.

3.4. Workflow management systems

A workflow management system is a system that defines, creates and manages the execution of workflows through the use of software, running on one or more workflow engines, which is able to interpret the process definition, interact with workflow participants and, where required, invoke the use of IT tools and applications (Allen, 2005). With the possibility of managing activity execution for an event or as the result of previously finished activity and foreseeing future events, business processes can be divided into three groups:  
· ad-hoc: business process or tasks which cannot be anticipated; 

· production: the structure of the business process is defined, but it cannot be fully automatised; and 

· application-specific: the structure of the business process is defined and already implemented in various programmes and user interfaces. 


Suitable for implementing a workflow management system are business processes which have clearly defined all activities and whose execution can easily be foreseen. Such systems help organisations standardise business processes and make them more transparent. They control and trigger business processes or activities between employees with specific tasks, functions and roles in the organisation. A workflow management system is necessary to ensure unified business process execution in a complex organisation such as the Ministry. The benefits are also seen in higher quality and transparency which both have a positive influence on customer satisfaction.  


3.5. E-business

E-business integrates information systems and business processes through the whole value chain and has a huge influence on organisation business models (Cunningham and Froschl, 1999; Blažič, 2001, Srića and Mueller, 2001). Technological achievements in an information society have enabled new options for doing business and running organisations. The speed of transition in the information society and achieving a high rate of efficiency is often conditional on implementing efficient forms of business: organising, co-operating and connecting. For all business forms it is a fact that they can only work efficiently if they are supported by current technological information and telecommunication achievements. The general term for such business is electronic business (e-business). It represents a higher level and improved business quality which business information technology in an information society must be able to support. 

One major consequence of electronic business and the possibility to use current technology and applications is extending the borders of information systems beyond organisational and business systems. Basically, one could say that electronic business is a generalisation or extension of an information system and represents the information system in wider terms where the borders between organisations are vanishing. Our case shows that the implementation of e-business is feasible if introduced hand in hand with business renovation. To succeed with the implemention of e-business, it is not enough to renovate just one ministry. The project must be expanded much wider to include the public sector, customers and companies in order to achieve the expected results.


4. CONCLUSION 


Today’s rapidly changing business environment, competition and technological changes are forcing organisations to rapidly react to market needs and to ensure continuous business improvement. Business process renovation supported by organisational and technological changes is one way to confront current market conditions. The main idea of business renovation is to look at organisations from the process point of view. Business renovation is not about changing the current state, but creating a new and more competitive organisation.  


Many projects in the past have failed since the orientation of projects was strictly on business processes that generated major changes but without involving other aspects. Business renovation, besides business processes, also includes other organisation aspects like organisational structures, technology, people and culture. The last two aspects mentioned are in a way the most important one when organisations seek to implement changes suggested in the project documentation.


A business renovation project is a difficult and long-term project. It is important that it includes professionals with a precisely defined strategy. The risk involved in such projects is very high as the project team may confront many obstacles. The basis for starting such a project is to have the complete support and co-operation of top management which has the power to control the employees and which can also intervene if problems arise.   


The business renovation project at the Ministry is in the phase of implementing the proposed suggestions in real life. This is usually the hardest step for organisations. It takes a lot of effort, knowledge and financial resources to correctly implement such changes.   
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ELEKTRONIČKA VLADA: ULOGA REINŽENJERINGA I INFORMATIZACIJE

Sažetak

Uvođenje »elektroničke vlade« ključni je čimbenik u približavanju javne uprave njezinim korisnicima. Ovaj zahtjev od organizacija javne uprave traži da integriraju i usklade svoju viziju i taktičke procese pružanja usluga krajnjim korisnicima s informatičkom i poslovnom infrastrukturom potrebnom da bi se vizija i procesi zaista i proveli. Uvođenje »elektroničke vlade« nije samo pitanje tehnologije: njezina uspješna provedba također zahtijeva restrukturiranje javnog sektora, poslovnih procesa, ljudi i organizacijske kulture. Mnogi su slični projekti već propali, jer su bili orijentirani isključivo na promjenu poslovnih procesa, ali bez prilagođavanja drugih bitnih aspekata. U ovom se radu, pak, izlaže uloga reinženjeringa i informatizacije na uspješno provedenom slučaju.
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