Michal Kréal

Department of Corporate Economics

22.5. 2017

12N G4

a
n}
v
a
]
v
it
it
it



Today’s content

0 Getting to know each others
9 BPM evolution and business management context
e Nowadays economy and enterprises

° Business Processes

e Break

@ BPM is more than IT
@ BPM Life-cycle
@ Six Core Elements

@ Beyond BAM
@ Corporate Performance Management
@ Business Proces Optimization

9 Summary

=] =
Michal Kréal (KPH ESF MU) Economic aspects of BPM

22.5.2017

2/47



Getting to know each others

® O

® O

© © 00600600

n}
]
i}

ut
it

12N G4

a
v
a
v
a
1
v
a
Il
v



Introduction

@ Assistant lecturer at the Department of Corporate Economics,
Faculty of Economics and Administration
@ Master degrees
» Applied Informatics (specialization: Information Systems)
» Business Administration
@ Main teacher of Management Information System (Business
Informatics) master programme
@ Research: business value of information systems, reverse
logistics, knowledge management
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My 10 years relationship with BPM

Met BPM at FI

Participated on few seminars (and webinars) and workshops
abroad

Consulted and graded modeling projects for 8 years and lectured
BPM for 6 years

Did some non-commercial small business analysis projects

Doing one large commercial process analysis optimization project
at Honeywell
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@ Do you know what business strategy is?
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@ Do you know what business strategy is?

@ Is dealing with business people easy?
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@ Do you know what business strategy is?
@ Is dealing with business people easy?
@ How would you define BPM?



Your background

@ Do you know what business strategy is?

@ Is dealing with business people easy?

@ How would you define BPM?

@ Who is usually right? Customer, consultant, coder... God?
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Three waves of BPM

@ First wave of BPM - F. Taylor’s theory of management, 1920s

@ Second wave of BPM - ERP systems, workflow, 1990s
@ BPR - Don’t automate, obliterate!

» Micheal Hammer: Reengineering Work: Don’t Automate, Obliterate,
Harvard Business Review, vol. 68, is. 4, 1990.

@ Third wave of BPM - today’s BPM - article

@ Question - what is difference between supporting processes by
ERP and by BPMS?
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http://www.bptrends.com/publicationfiles/BPM Third Wave Smith Fingar Apr2003.pdf

P. Harmon

1900

Ford - Contentious Production Line  WW -
Taylor - Scientific
Fig. 1 An overview of approaches to business process change
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1990's. 2000s

Busir Process Managemant
Rummier-Brache Performance Improvement > | ness >
Process Frameworks (SCOR, G\B!T,>
Rummier, Portar, Kaplan & Norton, Buriton STOM)
.HBR, ISPI, SCC. Husiness Process
’ Architectures

Business Procass
1 Reengineering

Fig. 6 The management tradition
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The Scope and Evolution of Business Process Management

41
1980s 1990°s 2000s
Total Quality Management (TQM)
| S Sama D[ o Sigma >
| Lean
Shewhart, Demings, Juran, Ohno, Womack...ASQ, ISSSP
Fig. 2 The quality control tradition
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50 P. Harmon

1980s 1990's 2000s
Siess FToness
ngingering
| IT Architactures (Zachman) | Enterprisa Architactures (FEAF)
| Structured Software MMug'ea> | CASE Tuds> | Business Process Modeling Tools >

00 Softwara
(e > [ o D[ e >
Mt 4 Entarprise Application
Champy, Smith & Fingar...BPM, —
WIMC, OMG, IIBA, Garinar
[ S

| Packaged Software (ERP. CRM) >

BT

Business Intelligence >

Fig. 7 The information technology tradition
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Nowadays economy and enterprises
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What’s important about today’s economy?

@ Try brainstorming in groups of 4. Write as many features,
characteristics and capabilities that are typical and important in
nowadays economy.
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What’s important about today’s economy?

@ Try brainstorming in groups of 4. Write as many features,
characteristics and capabilities that are typical and important in
nowadays economy.

Globalization (on production and customer side)

Entirely new business models (social networks, 10T, Industry 4.0)

Customer (super)centric

Knowledge management

Design - one purpose, short time

Quallity vs. fast innovation

Frequency of innovations (competition - China, restless customers)

vV VY vV VY VY VvYY
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What’s important about today’s economy?

@ Try brainstorming in groups of 4. Write as many features,
characteristics and capabilities that are typical and important in
nowadays economy.

Globalization (on production and customer side)

Entirely new business models (social networks, 10T, Industry 4.0)

Customer (super)centric

Knowledge management

Design - one purpose, short time

Quallity vs. fast innovation

Frequency of innovations (competition - China, restless customers)

@ How to manage this?
@ How to gain competitive advantage?

vV VY vV VY VY VvYY
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Functional Organizational Structure
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Functional Organizational Structure

@ Does this structure make sense?
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Functional Organizational Structure

@ Does this structure make sense? Yes, but...
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Functional Organizational Structure

1

D000

@ Does this structure make sense? Yes, but...
@ No interconnections between departments
@ No customer focus, no added value focus,
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s it OK?

Functional Organizational Structure

Product
Warketing

CH) CHOY CHOD
CH CHxO CHOD
CH CH CHO
CH) ¥ ¥

@ Does this structure make sense? Yes, but...

@ No interconnections between departments

@ No customer focus, no added value focus,

@ Typical approach: cut, cut, cut (expenses) and locally increase

productivity
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Marketing |

Finance |

Marketing |

Finance |

@ |s this a solution?
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@ double activities
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@ double activities

@ fighting between process (product) departments




@ No extreme is usually good.

«O» «F» 12N G4

Business

Maxtrix

a



@ No extreme is usually good.
@ Any problems with this?
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@ No extreme is usually good.
@ Any problems with this?

@ Business Process Management is the way how to make the matrix
work!
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0 Getting to know each others
Q BPM evolution and business management context
Q Nowadays economy and enterprises

© Business Processes

Q Break

Q BPM is more than IT
@ BPM Life-cycle
@ Six Core Elements

@ Bcyond BAM
@ Corporate Performance Management
@ Business Proces Optimization

Q Summary
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O to usertask. UsenT Sk ending O

[X] MyProcess.bpmn 53

| <7xml version="1.0" encoding="UTF-8"?>

<definitions xnlns="http://www.omg.org/spec/BPMN/20100524/MODE

S <process id="process1" name="processl">

<startEvent id="starteventl” name="Start"s</startEvents

<userTask id="usertaskl” name="User Task" activiti:assigne
<extensionElements>

L@

v

<activiti:formProperty id="name" name="Name" type="str
</extensionElementss
</userTask>
<endEvent id="endevent1” name="End"></endEvents
<sequenceFlow id="flowl" name="to wsertask” sourceRef="sta
<sequenceFlow id="flowZ" name="ending” sourceRef="usertask
</process>
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BPM and business
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BPM and business

@ order-to-cash; quote-to-order; procure-to-pay; issue-to-resolution;

application-to-approval

Y Administrative, Legal, accounting, financial management
& finance infrastructure
o
:‘; Human lay training, staff planning, etc. \
'ﬁ management
<
| Product and Product and process design, production
8, technelogy engineering, markel testing, R & D
S| development
2]
Procurement Supplier funding. ificati \
Value added
less Cost =
INBOUND OPERATION ~ OUTBOUND  SALES& SERVICING P
LOGISTICS LOGISTICS MARKETING
ol E B E Ex
2| Quality control; ~ Manufacturing;  Finishing goods; ~Customer Warranty;
2 iving; packaging; order handling; : i
3 raw p i st " order taking: education
ol control; control; quality delivery; promotion; and training;
@ | supply schedules control; invoicing sales analysis; upgrades
E maintenance market
a research
—
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@ Business people usually don’t care about technology

@ IT people usually don’t care about business value of technology



Clash of the worlds

@ Business people usually don’t care about technology
@ IT people usually don’t care about business value of technology
@ They should know about the other one’s world
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Clash of the worlds

@ Business people usually don’t care about technology
@ IT people usually don’t care about business value of technology
@ They should know about the other one’s world

@ You need a facilitator -> process analyst = bridge between IT and
business
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o Getting to know each others
9 BPM evolution and business management context
Q Nowadays economy and enterprises

0 Business Processes

© Break

e BPM is more than IT
@ BPM Life-cycle
@ Six Core Elements

@ Bcyond BAM
@ Corporate Performance Management
@ Business Proces Optimization

Q Summary
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@ 15 minutes for coffee or discussion, your choice ®
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BPM is more than IT
@ BPM Life-cycle
@ Six Core Elements
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What is Business Process Management?

Understand Source D
F Gap: *
Design vs, Execution Intervention Plan
Set Performance Find “I Fix \ l
Target Improve
Understand
Measure
Process c\":hm‘r Needs Modity Replace
Performance m""""‘"‘ Design Design
Results
Ensure Process Compliance 1J
T
zdroj: (Brocke and Rosemann 2014).

Design, Document, and Implement Process
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1 Introduction

Enactment:
Oparation

Monitoring
Maintenance

Evaluation:
Procass Mining
Business Activity Monitoring

" Evaluation

Administration
Enactment and
B Stakeholders

L Configuration

Configuration:
System Selection
Implementation
Test and Deplayment

Design &
Analysis

Fig. 1.5. Business process lifecycle

Design:
Business Process
Identification and

Modeling

Analysis:
Validation
Simulation
Verification
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@ First step - to identify processes or to design them.

» |learn about the reality (company)
» establish the scope of the project
» establish common understanding
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Design/Model

@ First step - to identify processes or to design them.
» learn about the reality (company)
» establish the scope of the project
» establish common understanding

@ In order to gather data about processes you have to
» Interview people
» Observe
» Study documents etc.
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Design/Model

@ First step - to identify processes or to design them.

» learn about the reality (company)
» establish the scope of the project
» establish common understanding

@ In order to gather data about processes you have to

» Interview people
» Observe
» Study documents etc.

@ Business people (from customer side) heavily involved.

» You need to persuade (show) them that process analysis is for their
benefit.
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Design/Model

@ First step - to identify processes or to design them.
» learn about the reality (company)
» establish the scope of the project
» establish common understanding
@ In order to gather data about processes you have to
» Interview people
» Observe
» Study documents etc.
@ Business people (from customer side) heavily involved.
» You need to persuade (show) them that process analysis is for their
benefit.
» Or at least to “give a damn”
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Design/Model

@ First step - to identify processes or to design them.
» learn about the reality (company)
» establish the scope of the project
» establish common understanding
@ In order to gather data about processes you have to
» Interview people
» Observe
» Study documents etc.
@ Business people (from customer side) heavily involved.
» You need to persuade (show) them that process analysis is for their
benefit.
» Or at least to “give a damn”
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@ Your thing!
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Monitor/Control/Analyse

@ You need data about processes - in BPM the source is BPMS

@ Usually Key Performance Indicators (KPIs) and various metrics
are defined and monitored.

» If you cannot measure it, you cannot manage it...
@ Examples of KPIs or metrics?
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Monitor/Control/Analyse

@ You need data about processes - in BPM the source is BPMS

@ Usually Key Performance Indicators (KPIs) and various metrics
are defined and monitored.

» If you cannot measure it, you cannot manage it...
@ Examples of KPIs or metrics?
@ Making reports about process performance.
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Monitor/Control/Analyse

@ You need data about processes - in BPM the source is BPMS

@ Usually Key Performance Indicators (KPIs) and various metrics
are defined and monitored.

» If you cannot measure it, you cannot manage it...
@ Examples of KPIs or metrics?
@ Making reports about process performance.
@ Analyze and management exceptions and process efficiency.
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@ When you have data, you know, if something is wrong and needs
fixing.

@ Monitor/Control phase generates the input for optimizing.



Optimize/Improve

@ When you have data, you know, if something is wrong and needs
fixing.
@ Monitor/Control phase generates the input for optimizing.

@ What is the most valuable sources (what kind of processes) for
process optimization?
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Optimize/Improve

@ When you have data, you know, if something is wrong and needs
fixing.
@ Monitor/Control phase generates the input for optimizing.

@ What is the most valuable sources (what kind of processes) for
process optimization?

@ Different scenarios are simulated and business rules are changed.
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Optimize/Improve

@ When you have data, you know, if something is wrong and needs
fixing.
@ Monitor/Control phase generates the input for optimizing.

@ What is the most valuable sources (what kind of processes) for
process optimization?

@ Different scenarios are simulated and business rules are changed.

@ Economical and operational impacts of different scenarios are
assessed.
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The Six Core Elements of Business Process
Management

@ Strategic Alignment

© Governance

© Methods

© Information Technology
© People

© Culture

@ The framework to be identified has to comprehensively structure
those elements of BPM that need to be addressed when following
a holistic understanding of BPM, i.e., BPM as an organizational
capability and not just as the execution of the tasks along a
process lifecycle (identify, model, analyze, improve, implement,
execute, monitor, and change).
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@ Strategic Alignment
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@ Strategic Alignment

» When something does not fit the strategy, it is wrong.
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@ Strategic Alignment

» When something does not fit the strategy, it is wrong.

» Which processes to improve should be derived from strategy.
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The Six Core Elements of Business Process
Management - in detail
@ Strategic Alignment
» When something does not fit the strategy, it is wrong.

» Which processes to improve should be derived from strategy.
» Enterprise Process Architecture and Strategy Maps.

Michal Kréal (KPH ESF MU) Economic aspects of BPM 22.5.2017

37/47



The Six Core Elements of Business Process
Management - in detail

@ Strategic Alignment
» When something does not fit the strategy, it is wrong.
» Which processes to improve should be derived from strategy.
» Enterprise Process Architecture and Strategy Maps.
» Stakeholders of BPM (processes) are very important.
© Governance
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The Six Core Elements of Business Process
Management - in detail

@ Strategic Alignment
» When something does not fit the strategy, it is wrong.
» Which processes to improve should be derived from strategy.
» Enterprise Process Architecture and Strategy Maps.
» Stakeholders of BPM (processes) are very important.
© Governance
» 'Day-to-day’ work on BPM = operative decision-making perspective.
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The Six Core Elements of Business Process
Management - in detail

@ Strategic Alignment
» When something does not fit the strategy, it is wrong.
» Which processes to improve should be derived from strategy.
» Enterprise Process Architecture and Strategy Maps.
» Stakeholders of BPM (processes) are very important.
© Governance
» ’'Day-to-day’ work on BPM = operative decision-making perspective.
» Collecting metrics.
© Methods
» Tools and techniques to make things work.
» 'Compatible with lifecycle’
© Information Technology
© People
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The Six Core Elements of Business Process
Management - in detail

@ Strategic Alignment
» When something does not fit the strategy, it is wrong.
» Which processes to improve should be derived from strategy.
» Enterprise Process Architecture and Strategy Maps.
» Stakeholders of BPM (processes) are very important.
© Governance
» 'Day-to-day’ work on BPM = operative decision-making perspective.
» Collecting metrics.
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» Tools and techniques to make things work.
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© Information Technology
© People
» People are the core element of BPM.
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The Six Core Elements of Business Process
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The Six Core Elements of Business Process
Management - in detail

@ Strategic Alignment
» When something does not fit the strategy, it is wrong.
» Which processes to improve should be derived from strategy.
» Enterprise Process Architecture and Strategy Maps.
» Stakeholders of BPM (processes) are very important.
© Governance
» 'Day-to-day’ work on BPM = operative decision-making perspective.
» Collecting metrics.
© Methods
» Tools and techniques to make things work.
» 'Compatible with lifecycle’
© Information Technology
© People
» People are the core element of BPM.
©Q Culture
» The ’softest’ part of BPM (management in general).
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The Six Core Elements of Business Process
Management - in detail

@ Strategic Alignment
» When something does not fit the strategy, it is wrong.
» Which processes to improve should be derived from strategy.
» Enterprise Process Architecture and Strategy Maps.
» Stakeholders of BPM (processes) are very important.
© Governance
» 'Day-to-day’ work on BPM = operative decision-making perspective.
» Collecting metrics.
© Methods
» Tools and techniques to make things work.
» 'Compatible with lifecycle’
© Information Technology
© People
» People are the core element of BPM.
©Q Culture
» The ’softest’ part of BPM (management in general).
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@ Beyond BAM
@ Corporate Performance Management
® Business Proces Optimization
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@ Any ideas?
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What Business Activity Monitoring is for?

@ Any ideas?
@ Management is about control and making decisions

@ BAM can be used for

» Corporate Performance Management - BSC, ABC
» Process Optimization - (Lean) Six Sigma, TOC
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Activity-based costing

@ Costs are divided into activities

@ We know what does business process cost

@ Useful for optimization

@ BPMS or another part of IS should enable this
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Balance Scorecard

@ Strategic framework for KPI

Financial
L2k )
Tosuccesd [ Z(5|m( s
financially, how | 8|5 &5
should we HEEE
appear o our -
shareholders?”
Customer - 1 IPnternaI Businwess
. E|E 8 Vision rocesses 12 g
To achieve our |5 I d "To satishy our || 5|2
wision, oty 23 S ~—an — | sharcholders | 218 ==
should we o|FS|E Strategy and customers, |OESE
appear o our what business
customers processes must
we excel ab?”
Learning and }
Growth Sl |l
To achieve our |Z[E) 2l 3
vision, how will | 8|z S8
we sustainour (318182
ability to
change and
improve?
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@ DMAIC = define, measure, analyze, improve, control
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Lean Six Sigma

@ DMAIC = define, measure, analyze, improve, control

Areas Under the Normal Curve

/‘

N
i 6826%
; 9544%
' 99.73%
Mean £ Six Sigma
Figure 5: UCL LCL Control Chart
Upper Control Limit (UCL) 3 Sigma

8.3% \95.5%

Lower Conrol Limit [LCL)
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Lean - 7 wastes

The 7 Wastes —

MUDA is the Japanese word for WASTE.

= An 8th waste a832f 8 0 %g,
i the wasted | y
EV = potential |
a EHEZ] ; of poople [\
= ERal[][s]]e] Overproduction Te produce soaner, fasten
p

Seek it out and get rid! or in greater quantities
thon customer demand.

Over Processing 1 Inventory B
4l
=== i

on finished goods

which is not having
value added to it.

Waiting

Paople or parts
that wait for
a work cycle to
be completed.

(& Processing beyond
the standand
required by the
customen.

or correction
of a process,

2
o Transportation | 5 4

Motion
3

Unnecessary movement of people
r parts between processes. Mﬁ &ﬁ
o e

Copyright TE 2010

Unnecessary movement
of pesple, parts on

chines within

a process.

Source: <http://leanmanufacturingtools.org/77/the-seven-wastes-7-mudas/>
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@ TOC in nutshell
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http://www.tocca.com.au/Services/demomanufacturing.htm

@ TOC in nutshell

@ The system is as strong as the weakest link in chain
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http://www.tocca.com.au/Services/demomanufacturing.htm

@ TOC in nutshell

@ The system is as strong as the weakest link in chain

@ The flow of the system is based on the bottom neck


http://www.tocca.com.au/Services/demomanufacturing.htm

o Getting to know each others
9 BPM evolution and business management context
Q Nowadays economy and enterprises

0 Business Processes

Q Break

e BPM is more than IT
@ BPM Life-cycle
@ Six Core Elements

@ Bcyond BAM
@ Corporate Performance Management
@ Business Proces Optimization

@ Summary

«O0>» «F» «E» « E>» = Q>



@ What to take from today
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@ What to take from today
» BPM is not only IT, although it exists because of IT
» At some point, you will probably have to face business people
» It could be studied as regular study programme (University of
Lichtenstein)
@ More about business process analysis MPH_BUPM Business
Process Management (autumn semester).
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