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Business process improvement is the top priority for most CIOs in 2006, according to a recent Gartner report. I hear this echoed globally as I talk to top executives at our customers and prospects. Companies increasingly recognize core processes as their levers for transforming how they do business. 

These people recognize that they need a better way of managing and executing processes. Today, core processes are often siloed by organization, product line and transactional system. It is difficult to understand end-to-end process performance – even for the most critical processes like procurement, order management and claims management. The promise of Business Process Management (BPM) – as both a discipline and technology – is that it can remove the traditional barriers to process improvement and give companies a basis for differentiation by focusing on the performance of a process. Not just the execution. 

Why BPM? 
BPM’s roots are in workflow, but it differs in a couple of significant ways from the workflow that you have built into many of your corporate applications today. First, it focuses on the end-to-end execution of the process – no matter how many organizational or system boundaries are passed along the way. Second, end-to-end visibility of the process delivers unprecedented insight into how that process is performing. This type of process control and analysis is virtually impossible for most companies to do today because of the system and organizational boundaries. Third, great BPM solutions were built to support change because processes are always changing – for competitive, organizational and regulatory reasons. 

So, BPM gives process owners great flexibility in describing, executing, analyzing and improving processes. It provides a business-oriented architecture that allows process owners to set improvement goals and orchestrate actions across the company to achieve those goals. The results can be dramatic – and fast to achieve. An insurance company eliminated 80% of the manual work in their process in the first version. A health care provider saved 21,000 administration hours in the first year in on-boarding nursing and support staff in their hospitals. Finally, one of the largest telecommunication service providers in the world saved $3M in the first quarter of deployment by better processing of disputed bills. 

Another acronym?
No. I have neither capitalized business-oriented architecture, nor do I suggest you add “BOA” to your acronym list. It is merely italicized for emphasis. However, thinking of BPM as your business-oriented architecture is helpful for a couple of reasons. First, business-orientation is what makes BPM different from services-oriented architecture (SOA). SOA helps IT groups better deliver on the changing needs of the business. But its focus is on the technology of the business. Its goal is to unlock value from existing systems and simplify how information and discrete functions are accessed by the business, but it does not describe the business itself. For a business person, the chief value of a SOA is that it removes the need to understand the complex application infrastructure of the company today; this simplifies the conversation – and returns the discussion of process improvement to a business orientation. 

Second, BPM does provide an architecture – and a set of tools – focused on business users. It is important to recognize that the tools needed for process improvement are different than the tools needed for service implementation and management. This is where people can get confused. Many of the development environments and applications environments today offer some form of “process tools.” That does not make them BPM. Rather, the ability to quickly and flexibly define end-to-end processes, identify performance goals and then manage to those goals is what sets BPM apart. Like never before, BPM puts tools in the hands of the business teams to drive process improvement. Of course, IT teams continue to play a key role – and their technical tools must complement the business-oriented tools. But the difference is more control – and more responsibility for the outcome – is placed in the hands of business teams than ever before. 

Should I Wait?
Many prospects ask me if they need a SOA in place to do BPM. The answer is no – despite what you may read from IBM and Oracle. The truth is that having a SOA in place gives you maximum flexibility for driving improvement – but lack of a SOA is not a barrier and is certainly not a pre-requisite to success with BPM. 

SOA and BPM are initiatives that all of our customers are undertaking in parallel because they complement each other. BPM drives business-oriented requirements down to the SOA layer. Bottlenecks and inefficiencies found by a BPM solution can point to opportunities for re-organization, consolidation and outsourcing. All of these things work together – and are made stronger by getting requirements from each other. But the absence of one does not block progress on the others. 

One of our oldest customers got started with BPM in 2002. They made the decision at that time to outsource 100% of their manufacturing to Asia. And they knew that they needed to better manage their procurement processes to enable this. After implementing BPM, they realized a $250 million decrease in working capital, and a 250% productivity improvement with their existing Product Planning group – even though they were communicating with more external vendors than ever before. All without a formal SOA in place. 

Of course, having a SOA in place adds to flexibility and can simplify deployment. A leading insurance company uses our BPM software to complement their extensive SOA investment. The benefit to our BPM projects is that we are able to access critical data, events and functions without understanding the complex legacy applications on which they run their business. But none of these were critical aspects of driving process improvement for the invoice reconciliation process this customer implemented. Rather, better management of human work has been the key to improvement so far. The existing SOA framework had little to do with achieving the business objectives of the process – eliminating manual routing and processing by 80%. 

The Time is Now for BPM
Leading companies have recognized that BPM is a critical tool for the business to gain competitive advantage through process. They recognize that the most important difference in BPM is its business-orientation – and that is why they are adding BPM to their tools and architecture. 
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Business Process Management (BPM) is rapidly growing and becoming the technology for modeling, optimizing and automating business processes. A number of research reports and customer case studies have shown that BPM yields impressive bottom-line and top-line benefits to organizations trying to compete in a global economy. These reports and case studies provide significant justification to support the continued and rapid adoption of BPM. Analyst firms predict the BPM market growth rate at 15 percent to 20 percent, which far outpaces the 3 percent to 4 percent growth rate predicted for ERP and CRM markets. BPM will continue to accelerate this momentum by expanding its ability to model, manage and optimize the business process flow in correlation with systems, employees, customers and partners within and beyond corporate boundaries.

Beyond enjoying inherent advantages, companies that realign their organizational structure to exploit BPM’s new cross-functional capabilities benefit as well. BPM bridges application and enterprise silos, driving companies to operate around a set of business processes as opposed to business functions or specific applications. BPM allows this to occur incrementally rather than starting from scratch – it is not an “all or nothing” approach. The ability to incrementally deploy is based on business needs, not traditional release or upgrade cycles. More importantly, ROI can be delivered and measured throughout the implementation. 

Technology and business drivers for enterprise application development should focus on providing an environment where better business applications can be developed with less effort. Business applications should closely align to business processes that can be readily adapted to the changing nature of business processes. 

From a pure technology perspective, Java has proven to be an excellent platform for developing these applications. Unfortunately, business applications today cannot be isolated – they are required to interoperate and integrate. Integrating different applications has always been a difficult task for various functional and technology related reasons.

The latest and best approaches to this interoperability and integration challenge are Service Oriented Architecture (SOA) and the Web services technologies. The bottom-up view of SOA sees different business applications exposing their functionalities through Web services. SOA creates standard, consumable services that are mapped to business processes. Further, SOA enables rapid BPM as each atomic business process will call a service or human activity.

However, developing Web services and exposing functionalities are not sufficient alone. A way to compose functionalities in the correct order and define processes to make use of exposed functionalities is needed. The obvious preference is a relatively simple and straightforward way to define such processes, particularly because we know that business processes change often and need to be modified easily. 

This is where the BPEL (Business Process Execution Language for Web Services) becomes important. BPEL4WS provides a structured approach to specify business processes and interaction protocols. BPEL enables organizations to quickly respond to changing business requirements and reduce the cost and complexity of enterprise application integration projects. BPEL allows composition of Web services and is considered the technology process oriented approach to SOA. 

If the benefits are real and the technology process oriented approach is legit, then what is missing? Why hasn’t adoption been even greater or faster? Why hasn’t everyone jumped on the bandwagon? Simply put … the difficulty and challenge remains in defining, documenting and exploiting real business processes. Capturing and analyzing real business processes is considered the critical step in any business process initiative. Unfortunately, it is the one step most often fraught with failure. 

Does this scenario sound familiar? A large, progressive company wants to be a more processed-focused enterprise. Best practice dictates combining business analysts with consultants from a major system integration firm to detail architecture and interview employees to capture the real business process. Plans are developed, and with methodologies in hand, significant initial progress is made. As weeks and months progress, more time is spent managing documents, drawing and re-drawing process maps, reviewing, correcting, checking interdependencies and trying to ensure consistency and uniformity. After 11 months, the combined teams are disbanded and no actions or conclusions are reached. Budgets exceed planned expenditures and frustration prevails. Ultimately, the entire project is put on the back burner or … 

This is a typical “best practice labeled” engagement that will more often than not fail. Not because of poor planning, resource allocation or budget constraints, but because of a typical and traditional “top-down,” macro-view analysis. Industry research suggests that time and effort involved in defining business processes accounts for 70 percent of a project lifecycle. Most often, by the time business processes are fully identified and documented, the business itself has changed. In most cases using this typical approach, the real discovery comes after the system is built and deployed in a test phase. While effective, this slow, after-the-fact process seems to limit the promise of providing the IT agility and flexibility the business requires. 

Business process discovery (BPD) is an exciting, emerging field of tools and methodologies that allow for a bottom-up approach to business process analysis. BPD examines the current work processes and builds a picture of the business process based on the actual evidence of work being done. 

The allure of BPD is to quickly discover, detail and document localized business processes to enable the definition and construction of SOA services. Rather than waiting for a long, drawn-out and expensive top-down analysis, BPD tools can quickly provide the information required to make intelligent decisions on the granularity of a service in the context of the real, supporting business process. BPD is capturing the business process as it exists and is exercised daily in the enterprise, by users on IT systems. The real answer to what business processes are encapsulated and used truly within the user community.

With BPD, capturing the real “as is” automatically reduces the risk, time and error associated with the most costly part of any BPM or IT project. Requirements, analysis and design cycles become a cycle of review and validation. Business process improvement efforts can be targeted at specific documented pain points found through analysis of actual user processes, not emotional educated guesses. 

A recent research report citing a survey with 1,400 CIOs points out that top-line benefits (revenue generation) are becoming as important as bottom-line benefits (TCO and ROI). The focus is now squarely on delivering business value related to faster deployment of new business services and more agile IT systems supporting these services. Consider the impact BPD could have on improving the business process based on using actual empirically derived analysis and data of all users’ business processes. 

SOA and standard BPM technology (BPEL) are making BPM solutions a real option for application development in the 21st century. Defining what an appropriate business process is to encapsulate as a service is the key to success. Business process analysis tools and methodologies provide an excellent top-down analysis to put business processes into context. However, they are poor at deriving the details of a business process. BPD tools excel at discovering the details of a business process from real business use. Applying both of these tools together can quickly provide a business process map, complete with details allowing your services to finally meet the needs of the business.

