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1. Introduction

BPMS (Business Process Management System) has become awidely used, but poorly
understood term. The category of Business Process Management has been cited by well-known
andyds at firms such as Delphi, IDC, and Gartner as “the next big thing” and “one of the most
important business technologies’ to be developed. With an expected market for BPM software as
high as $34 billion by year 2006, few executives can afford to ignore this trend or the opportunities
associated withiit.

At avery high levd, aBPM S can be defined as a sat of facilities for defining, implementing, and
improving business processes. This report defines BPM S in more detail, describes the business
facilitiesa BPMS provides, and discusses the numerous and unique benefits that can be expected from
use of aBPMS. You will learn how a BPM S can take you beyond the promises of business process
re-engineering and continuous process improvement, providing technology that is intended to engble

intelligent business management.
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2. WhatIs ABPMS?

Although you may not redize it, if you have any business management acumen, you aready
understand the use of aBPMS. This claim requires explanation and, having encountered numerous
very loose definitions (most implicit), it will dso be important to explain the BPM S concept in alittle
more detail. We begin by first making certain that we understand what is meant by termslike a
“business process.” A business processisasat of business functions, interconnected in time and
congtrained by various business rulesin order to achieve a specific set of busness gods pertaining to a
specific enterprise over time.

What condtitutes a business function is determined by objectives. every task, activity, or operaion
that contributes to the objectives of the endeavor (ak.a the enterprise) is a business function.
Business functions are defined abstractly because the specific implementation of a business function
depends on the resources available a the time it must be executed. Every business manager is familiar
with the sometimes difficult problem of acquiring, assgning, and otherwise managing resources so that
the business runs efficiently. In practice, resources are often acquired and assgned based on
manageria experience athough some very specific resource management problems (such as inventory
management and manufacturing scheduling) are commonly solved with sophisticated software.

The business rules that determine which business functions are performed, after which events, in
what order, under what circumstances, and with which resources, and also what constitutes success or
failure, are much more familiar than would at first gppear to be the case. Although theword “rule’ may
sound like something rigid, only the Smplest of business rules prescribe anything so congraining.
Business rules can express complex responses to complex stuations, building in flexibility and
judgment. Whenever a manager makes a management decision that can be gpplied by, communicated
to, or delegated to someone el se, that manager has asserted a business rule abeit perhaps informally.
The assartion of business rules is amply another way of describing the (possibly repeated)
implementation of business management decisons,

There are various methods by which busi nesses capture and convey the management decisions
(i.e., busnessrules) and interrdated tasks (i.e., business functions) that go into achieving a business
objective, that isto say, a business process.

Training — Mogt often, processinformation is captured and conveyed dmost exclusvely
through the training of personnd. This method resultsin the well-known problems of poor
consstency (people arefalible), control (communication is not precise), and knowledge
as retention (people change employers). It is not uncommon for training to be informal
and poorly planned. Informa (e.g., on-the-job) training is subject to inconsstencies snce
there is no permanent record of what should and has been taught. Training received froma
good teacher who iswithout real experience can fail to teach a business process so that it
is usable by others. Likewise, the most experienced worker will not be able to convey a
business process effectively if they are not good teachers. More often than not, employees
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are taught how to perform a collection of business functions and not how to implement a
business process. When business processes or objectives change, changes cannot be
made to on-the-job training, specid training seminar, or even on-line or computer aided
training courses quickly enough to guide personnel.

Policies and Procedures— A less popular method isto create written policies and
procedures. Of course, we al know that written policies and procedures are rarely
consulted except perhaps in hindsight. One good reason for thisis that written policies and
procedures are notorioudy difficult to create, maintain, and use. While some use checklists
and Sgn-offsto guarantee that critica procedures are followed, the grester percentage of
business processes go undocumented and unmonitored, and so are unenforceable,
untraceable, and cannot be audited or managed. Once policies and procedures are
written, managers are can be led into a sense of false security, believing that they now
understand the business or even that they now have control over it. Instead, they end up
with documents that are out-of-date, congtraining, or smple unused, and are dismayed to
learn how much they diverge from redlity when problems arise.

“Manual” Business Process Modeling — A more forma approach isfound in the
methods of business process modding. These methods permit skilled business process
anaysts to produce graphica documents that can be easier to read and understand than
policies and procedures manuals. In a business process mode (depicted graphicaly as
nodes with interconnecting lines), business rules appear as both congtraints and as nodes
where either process path aternatives branch and fan out or where parald process paths
merge. Business functions also gppear as nodes. Process modeling is commonly
introduced to an organi zation through business process re-engineering or continuous
process improvement initiatives. While these initiatives are of consderable potentia value,
business process mode s in such contexts are essentialy reference documents that must be
frequently revised rather than active and integrd components of the business process itsdlf.
Although more forma than policies and procedures manuas, and even complementary to
them, manua business process modeling can be tedious and the masses of documentation
produced often become mere reference works.

“ Automated” Business Process Modeing — Over the last ten years, business process
modeling software has been developed that refines and even smplifies the methods of
business process modeling. Some business process modeing software is so intuitive that
just about anyone with basic computer skills and knowledge of abusiness process can use
it effectively. By combining these tools with a repository and search capabilities, the cost
of capture and maintenance has been greetly reduced. Sophisticated tools for evauating
the results of process change, optimizing business processes, and even automatically
checking for correct and implementable desgn now exist. Asan integrd part of aBPMS,
these tools provide an eegant solution to the capture, conveyance, and maintenance of
management directives, business rules, busness function definitions, and their
interrelationships within the context of a business process.
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Being somewhat smpligtic for the purposes of understanding business process management and
therefore a BPM S, a business can be described is an integrated collection of managed resources,
businessrules, activities, performance measurements, and objectives. The collection may be extremey
complex, the resources may include everything from intellectua property to personnd to capita
equipment to raw materids, the business rules may be created and implemented once or innumerable
times, the activities may be difficult to define or require lots of time to conplete, the performance
measurements may be subjective, quditative, or quantitative, and the objectives may be continuoudy
changing. Still, these components serve to define a collection of business processes.

The functioning of every business can be understood as the execution of a collection of business
processes, with every business activity being a part of at least one process. In effect, abusnessisa
system for defining, implementing, evauating, and improving the business processes that condtitute its
functioning. Thus, every businessis akind of manudly-implemented business process management
system. Aswe will see, much vaueisto be gained by supplementing this manua system with
automated facilities — namely, with a Business Process Management System.
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3. Key BPMS Capabilities

Four key tasks are associated with aBPMS: (1) the specification of business processes, (2) the
timely management and monitoring of atarget set of business processes, resulting in business metrics,
(3) themutuad scheduling of business functions and the resources required to execute them at each
step of an instance of the process, and (4) the dynamic modification of business processes and
ingtances of those processes based on analysis of business metrics in order to evolve the business.

These condderations and the tasks listed above imply the following defining characterigtics for the
ideal BPMSS (without going into the detailed judtification):

management focus is on the strategic optimization of business process definitions in response to
new business opportunities (requiring the ability to dter business process instances, and to assess
and manage risk through what-if anayss)

the implementation and timely completion of business processes, and efficient assgnment of
resources to business functionsistactical, secondary god

monitoring focusis on eva uating business process effectiveness in meeting strategic business
godls (requiring information about when and by whom, how, how well, and & what cost)

qudity and cost (including time and resources used) of a business function result may have a
greater impact on process decisions (branches) than the mere fact of completion

business process instances usualy cannot be implemented as a forward sequence of business
functions without affecting business integrity, and exception or error subprocesses are integrd,
defining an critica business intellectud property

business process definitions, and their implementations, may be extremey complex, difficult to
comprehend, and frequently changed (concurrent business functions, asynchronous business
events, complex joins and branches, and reverse flows often have critical semantic vaue)

business functions are mediated by combinations of people and automated means, thus times can
range from micro-seconds to months or even years

the possible paths of a business process instance are often dependent on the internal logical
process of a business function and itsfind state, so that separation of control flows and data flows
isonly sometimes a possible optimization

A BPMSisintended to hep manage and improve the strategic efficiency of abusness. It
does s0 by enabling the real-time management of a dynamic set of processes inasmuch as these
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represent the operations and purpose of the business itsdf. Thisis the very essence of “business
management.” To be beneficia, a BPMS must have four types of facilities':

M odeling — As discussed above, there must be means to define business processes including
business functions or activities, business rules, resources, and performance measurements. The
more intuitive and flexible these facilities, the more likely that business process knowledge
assets can be captured and maintained so asto reflect with accuracy and timeliness the current
goals of the business. A repository acts as a history of those business gods. Through modeling
facilities, management decisions and policies can be rapidly captured or changed.

Execution — There must be means to drive the execution of a business process directly from
its definition. The core of these facilitiesis normally caled a process engine, a complex piece
of software that uses business process definitions to invoke either automated or manua
business functions at the gppropriate time and with the appropriate resources. These facilities
may have interfaces through which personnel can obtain and complete task assgnments and
definitions, as well asinterfaces with other software (such CRM, ERP, HR, and so on) and
even machines. Interfaces to entire EAl and CAD/CAM systems are possible. In avery red
sense, the process engine is the mechanism by which management decisons and policies can
be rapidly implemented in arepeatable, verifiable, and timey manner.

M easur ement and M onitoring — There must be facilities for measuring and monitoring
every component of every business process. In many cases, vauable measurements can be
derived directly from data collected during the execution of a business function, performing
ABC (activity based cogting), accumulating direct costs, or by monitoring duration, frequency
of execution, and expected time-to-completion. Thisinformation provides ared-time view of
the performance of the business and can often be presented in an “ Executive Dashboard.” The
data collected should be maintained in database, and correlated to the circumstances under
which it was collected. Unexpected or “hidden” errors are often identified in this manner.
These facilities become the eyes and ears of those who must manage the business process.

Reporting and Analysis — There must be facilities for andyzing the deta collected by the
measurement and monitoring facilities and presenting the results of this analysisto decison
makers. Such analysis can be a process used to control or even modify other processes. An
andytic process may include tasks that are performed using sophisticated data mining or
OLAPtools, or even proprietary programs for risk management. In effect, these facilities
alow amanager to close the loop, responding to the combination of interna and externd
events S0 as to continuoudy improve the business and make it more robust.

! For amore complete analysis of BPM S components, see Alternative Technologies BPMS
Evaduation Scheme or Alternative Technologies BPM S Product Report Series.
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4. BPMS Benefits

Without aBPM S, employees need to know a great deal about the facilities that are used to
implement a business process. As such, they are not able to concentrate on the goas of the business
process and are disenfranchised from managing the business itself. Such disenfranchisement isan
intolerable effect given the need for business agility demanded today’ s competitive environment, and
especidly by e-commerce and e-business.

From a business perspective, it isimportant that every business process be defined in terms of
business godss, functions, and congraints rather than in terms of the resources that implement the
process. In the evolution of a business process design, there is an iterative interaction that takes place
between business managers and those who manage the resources that will be used to implement the
business process.

This brings us to akey point: a BPM S provides a means to capture and implement decisons
made by those who manage. The redization of those management decisions are business processes.
BPM S technology provides managers with the means for defining, changing, and implementing (via
integration services) abusiness processes with agility and congstency, irrespective of amanager’s
responsibilities, the customer, product, service, or resources used to deliver those products and
sarvices. And therein liesits essentia vaue, whether for B2B, B2C, front office/back office
integration, operations management, or infrastructure management. Unlike EAI technologies that
merely connect automated business functions, a BPM S provides the coordination and orchestration of
those connection business functions in the context of a process. Furthermore, they need not be
automated. A BPMS goes far beyond traditional workflow management.?

BPMS technology provides those having the need to manage business operations with severa
defining benefits

Business Agility And Integrity — The ability to pecify controlled changes to business
operations rapidly in business terms and objectives, and to implement many of those changes
directly (often without IT involvement), and in near real-time, resultsin numerous
competitive advantages. Among them are grester responsveness to market demand,
unanticipated supply chain problems, and even disasters.

Actionable Business I ntelligence— The ability to measure the effectiveness of business
changes and present these in business terms (metrics and andys's), dong with facilitiesto
modify business processes, provides the means to control the business in near red-time based
on meaningful information.

? Indeed, the objectives, capabilities, and benefits of business process management differ greatly from
those of workflow management. For a detailed comparison of workflow management versus business
process management, see Alternative Technologies BPM S Evauation Scheme.
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Operational Services Alignment — The ability to provide implementation services— such as
IT and HR — that are continuoudy aigned with business objectives and goa's can reduce
operationa costs and optimize efficiencies.

Flexible Response To Change— The separation of the “what” (goas) from the “how”
(resource management), except insofar as knowledge and use of specific processes are
dictated by the god's, minimizes the impact of externa, uncontrollable change while maximizing
business stability (process and data independence).

Business K nowledge M anagement — The discipline of using aBPMS for business process
definition and change resultsin the capture of invauable and reusable business knowledge.
Training costs and the risk of business interruption can be significantly reduced.

Quality Management — The causes of reduced quality, and often the solutions, can be
rapidly identified, leading to reductions in waste, rework, and returns, as well asimproved
customer relations and decreased risk of lighilities.

Time Optimization — Unnecessary latencies in the business process can be identified and
sectively diminated, resulting in improved time-to-ddivery and time-to-market. This benefit
aone often provides the return-on-investment for BPM S implementation.

Today business gpplications hold business processes captive much as they once did business
data. This stuation is completely unacceptable in aworld that demands that businesses be able to
change their business objectives — and therefore their business processes — rapidly. A BPMS provides
an opportunity not only to manage business processes independent of applications, but to separate
those processes from the gpplication as a collection of business functions. Process informetion is then
eadly shared by applications, accessed by users, and changed uniformly across gpplications.

Numerous recent devel opments suggest that this revolution is well underway. The BPM S will
become not only the repository of business process knowledge, but the "database of record” aswell,
thereby removing business function logic from the application. This means that the BPM S actudly
controls process flow aswell as monitoring it. At the highest leve of process abdtraction, the BPMS
contrals the business logic between gpplications or business functions and activities, permitting the
process to be modified without shutting applications down.
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5. Conclusions

The benefits of usng aBPMS are far reaching and no doubt we have not begun to identify
them dl. Even businesses that have used a BPM S for managing asmall number of key business
processes report a positive return on investment within avery short time, often in aslittle asafew
months of operation.

Asamost important benefit, BPM S products have the potentia to put control of business
processes back in the hands of the rightful owners — business management. Thewise ClO or IT
Director will recognize that this change is beneficid to technologists as well, enabling a more rapid,
flexible response to business requirements and better aignment. While the adoption of any new
technology requires care and is not without its risks, surdly the opportunity to make such an important
and necessary change cannot be ignored without even greater risk.
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