
Operations/ Production
Operations rrranagement (also called prod uction m^rr&gernent) is the management of

systems or processes that convert or transform resources (including human resources)

into goods and services. The operations department oversees the transformation
input resources (i.e., labor, materials, and machines) into output resources (i.e., prod-

ucts and services). The operations department is critical because it manages the physi-

cal processes by which companies take in raw materials, convert them into products,

and distribute them to customers. The operations department Senerally ranls high in
the responsibilities of general management.

TRANSFORM:NG CORPORATIONS

Complete transformation of an organization, or an entire industry, is the ultimate goa.l

of successful business process reengineering. Figure Bl.14 displays a matrix that hat
proiect scope on one axis and project speed on the other. For a project with a rela-

tively narrow scope where the speed is fast, reengineering occurs. Fast speed

broad scope may be a turnaround situation requiring downsizing and tough
making. A project with a relatively slow speed and narrow scope results in
improvement. In the upper right-hand corner of Figure Bl.l4, where the project
is broad and the time frame for achieving that change is longer, the term
tion is appropriate.

Progressive Insurance offers a great example of a corporation that transformed
entire industry by reengineering the insurance claims process. Progressive

has seen phenomenal growth in an otherwise staid auto insurance market. Progressive'

growth came not through acquisitions or mergers-the stuff that puts CEOS on the
page of The Wall Street Journal-bvt through substantial innovations in everyday

tions. Progressive reengineered the insurance claim process. When a customer has

auto accident, Progressive representatives are on hand 24 hours a day to take the

and schedule a claims adjustor. The claims adiustor works out ofa mobile van,

a nine-hour tumaround ratJter than the industry standard of 10 to 17 days. The
sive adiustor prepares an estimate on the spot and will, in most cases, wdte the
a check immediately and even offer a ride home.

What provoked this innovation? Progressive says it was the strong connection it has

its customers, its willingness to listen to customers' frustrations, and the common
to act on those frustrations by changing the core of its business operations. As a result

customer feedback the company did not merely tweak the details of the claims
ment process. lt dramatically rewrote the process, resulting in siSnificant cost savings

the company. More imponant, however, dre hassle-free claims process keeps

happy and loyal, reducing the significant burden of constantly replacing lapsed
with new ones.
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Management Information
Systems
Information technology (IT) is a field
with the use of technology in managing and
cessing information. Information technology
a broad subject concemed with technology
other aspects of managing and processing
tion, especially in large organizations.In
IT deals with the use of electronic computers
computer software to convert, store, protect,
cess. transmit. and retrieve information. For
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Business Process

Describe business processes and their importance to an organizatioo,

Compare the continuous process improvement model and business p
reengineering.

Describe the importance of business process modeling (or mappingll
business process models.

Explain business process management along with the reason for its
importance to an organization.

1.

2.

3.

[.

[0 1. Describs bwinoss
processes 6nd their imponance

to aI organization.

Introduction
The benefits of business process improvement vary, but a rough rule of thu
it will, at a minimum, double the gains of a proiect by streamlining outdated
enhancing efficiency, promoting compliance and standardization, and makil
nization more agile. Business process improvement involves three key steps:

1. Measure what matters to most customers.

2, Monitor the performance ofkey business processes.

3. Assign accountability for process improvement.

Comprehensive business process management systems help organizati
and define complete business processes, implement those processes intel
existing systems, and provide business leaders with the ability to analyze, rn

improve the execution ofprocesses in real time.

Exarnining Busi ness Processes
Waiting in line at a grocery store is a great example of the need for process im
In this case, the "process" is called checkout, and the purpose is to pay for a

ceries. The process begins when a customer steps into line and ends when tl
receives the receipt and leaves the store. The pracess steps are the activitiesd
and store personnel do to complete the transaction. A Dusizess process is as
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activities that accomplish a specific task, such as processing a customer,s order.
-!ss processes transform a set ofinputs into a set ofoutputs (goods or services) for

person or process by using people and tools. This simple example describes a
r checkout process. Imagine other business p.o"".."r, developing new prod_

building a new home, ordering clothes from mail_order 
"o-puni"., 

requesting
telephone service from a telephone company, administering Social Security payl

and so on.

rtdated, duplicdte, and smooth running processes. To stay competitrve, organiza_
must optimize and automate their business processes. To identif, which business

need to be optimized, the organization must clearly understand its business
which typically have the following important characteristics:

business processes helps an organization determine bottlenecks and iden_

processes have internal and external users.
process is cross-departmental. Departments are h.rnctional towers ofexpertise.
lt processes cut across deDartments.

processes occur across organizations.
processes are based on how work is done in the organization.

process should be documented and fully understood by everyone
ipating in the process.

should be modeled to promote complete understanding.

rness process can be viewed as a 
,,value 

chain." By contributing to the creauon or
ofa product or service, each step in a process should add value to the preceding

For exarnple, one step in the product development process consists of conductins
et acceptance tests. This step adds value by ensuring that the product meets rh;

of the market before the product or service is finalized. A tremendous amount
and improvement can result from the documentation and examination ol
rtput linkages, However, between every input and every output is a process.
and improvement can only be completed by peeling the layeri of the

and examining the processes through which inputs are conv-erted into outputs.
82.l displays several sample business processes.

NGTHE IMPORTANCE OF BUSINESS PROCESSES
tions are only as effective as their business processes. Developing logical
processes can help an organization achieve its goals. For example, an auto_

manufacturer might have a goal to reduce the time it takes to deliver a car to a
rer. The automobile manufacturer cannot hope to meet this goal with an inef_
ordering process or a convoluted distribution process. Sale-s representatives

be.making mistakes when completing order forms, data-entry cleiks might not
rtely code order information, and dock crews might be inefficiently loading cars

trucks. All of these errors increase the time it will take to get the car to the cus-
r. Improving any one of these business processes can have a significant effect

he total distribution process, made up of the order entry producti;n scheduling,
Eansportation processes.

Business Consulting Services helped Bank of America,s card services division
$40 million of simplification and cost savings proiects over two years by improv_
Lness processes to identi8/ opportunities, eliminate redundancies, consolidate

and remove duplicate processes. Within the card services and
division were severa\ fragmented strateBies and IT architectures. These

N\r;\trr\\.srrN\$Ran\\\R\rr\uinrtrstrstrrrNrslirie,\stqurr\
to customer demand.

scope of the IT strategy and archjtecture business process realignment project
{all cgnsumel card segments (including military, school, ui.iii"r, 

"t".;, 
arna

and seryices, and ecommerce.
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ACCOUNTING BUSIf{ESS PROCESSES

r Accounts payabie

r Accounts receivable

r Bad/NSF ch ec ks

r Bank account reconciliation

r Cash receipts

r Check requests

r Check signing authority

r Depreciation

r lnvoice billings

: Petty cash

r Month-end closing procedures

cusT0MER stRVlcE Buslt{Ess PR0cEssEs

r Customer satisfaction survey

r Customer service contacvcomplaint handling

r Guaranlee customer servrce salisfacti0n

r Postsale customer follow uP

r Warrantv and service policies

TNVIRONMENTAI BUSINESS PBOCCSSES

a invironmental protection

I Hazardotrs waste management

r Air/water/s0il resource management

FINANCE BUSII{ESS PROCESSES

r Account collection

r Bank loan applicatrons

r Bankrng policy and relations

r Business plans and lorecasts

a Customer credit approval and creditterms

a Exercise of incentive stock optr0ns

! Property tax assessnents

r Release of financial or c0nfidential inf0rmation

r Stock transactions

r Weekly financial and six-week cash flow reports

HUMAN RESOUBCES BUSINESS PBOCTSSES

I Board of directors and shareholders meetings, minutes, and protocol

r Disabilities employment policies

r Drug-free workplace employment pollcres

I Employee hirinq policies

r Employee orientation

r Family and medicalleave act

I Files and records management

r Health care benefits

: Paid and unpaid time otf

r Pay and payroll matters

I Performance appraisals and salary adiustments

r Resignations and terminations

I Sexual harassment policies

r Training/tuition reimbursement

r Travel and entertainment

r Workplace rules and guidslines

r Workplace satety



MANAGEMEI{T INFORMATION SYSTEMS BUSII{ESS PBOCESSES

r Disaster recovery procedures

I Backup/recovery procedures

I Service agreements, emerqency services, and community resources
r Emergencynotification procedures

r otfice and deoartment recoverv
r User workstation standards
r Use of personalsottware
r Computer security incident reporting
r Conkol of computer virus programs

r Computer user/statt training plan

r Internet use oolicv
r Email Dolicv

a Computer support center

UANUFACTURII{G BUSII{ESS PROCESSES

r Assembly manuals

r Bill of materials
Calibration for testing and measuring equipment

r tDA inspections
Manuf acturing change orders

I Master oarts list and tiles
t Serial number desiqnation
r 0uality control tor finished goods

! ouality assurance audit pr0cedure

SAUS AND MARKENNG BUSIl{ESS PROCESSES

I Collection of sales tax
I Copyrights and trademarks
I Marketing plans model number
r Designation public relations
t Return of goods from customers

Sales leads

Sales order entry
Sales training
Trade shows

PURCHASI G, AND II{VENTORY CO TBOT BUSII{ESS PROCESSES

,Pscking, storage, and distribution
inventory procedures

procedures
inspection, and stocking of parts and materials

and freight claims
selection, files. and inspections

FIGURE IJ'' I

(Continued)

L0 2. Conp.,s tho cortinoous
paocoss imprcvemo[l modal tnd
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iness Process Inrprovement
business processes is paramount for businesses to stay competitive in today's

Over the past l0 to l5 years, companies have been forced to improve their
processes because customers are demanding better products and services; if

do not receive what they want from one supplier, they have many others to choose
(hence the competitive issue for businesses). Figure 82.2 displays several opporru-
for business process improvement.

organizations began business process improvementwith a continuous improve-
A continrlous process irnprcvementmodc, attempts to understand and mea-

the current process, and make performance improvements accordingly. Figure 82.3
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illustrates the basic steps for continuous process improvement.
nizations begin by documenting what they do today, establish
way to measure the process based on what customers want,
the process, measure the results, and then identifii
opportunities based on the collected information. The next steD
to implement process improvements, and then measure t}le
mance of the newprocess. This loop repeats over and over again
is called continuous process improvement. It might also be
business process improvement or functional process improvement.

This method for improving business processes is effective to
gradual, incremental improvement. However, several factors
accelerated the need to improve business processes. The most
ous is technology. New technologies (like the Internet and
rapidly bring new capabilities to businesses, thereby raising the
petitive bar and the need to improve business processes

Another apparent trend is the opening of world markets
increased free trade, Such changes bring more companies into
marketplace, adding to the competition. In today's
major changes are required just to stay in the game. As a

companies have requested methods for faster business process improvement.
companies want breakthrough performance changes, not iust incremental
and they want this now. Because the rate of change has increased for everyone,
businesses can afford a slow change process. One approach for rapid change and
matic improvement is business process reengineering (BpR).

BUSINESS PROCESS REENGINEERING (BPR}

An organization must continuously revise and reexamine its decisions, goals, and tar-
gets to improve its performance. A bank may have many activities, such as investing
credit cards, loans, and so on, and it may be involved in cross-selling (e.g.,
with other preferred vendors in the market. If the credit card department is not func-
tioning in an efficient manner, the bank might reengineer the credit card business pro.
cess. This actiily, busincss process reengineering (BpR), is the analysis and redesi$t
of worMow within and between enterprises. BPR relies on a different school of thought
than continuous process improvement. ln the extrcme, BPR assumes the current process
is irrelevant, does not work, or is broken and must be overhauled from scratch. Such a
clean slate enables business process designers to disassociate tiemselves ftom today's
process and focus on a new process. It is like the designers proiecting themselves into
the future and asking: What should the process look like? What do customers want it to
look like? What do other employees want it to look like? How do best-in-class companies
do it? How can new technology facilitate the process?

Figure B2.4 displays the basic steps in a business process reengineering effort. It
begins with defining the scope and objectives of the reengineering proiect, then goes
through a learning process (with customers, employees, competitors, noncompetitors,
and new technology). Given this knowtedge base, the designers can create a vision for
the future and design new business processes by creating a plan of action based on the
gap between current processes, technologies, and structures, and process vision. It is
then a matter of implementing the chosen solution. The Department of Defense (DoD) is
an expert at reengineering business processes. Figure 82.5 highlights the Department of
Defense's best-in-class suggestions for a managerial approach to a reengineering effort.

l--il'*-l a*-** I f-,--;--l a;;-l f td"'t'v;tlI ,f;I. lt;:11i1 lt 'l#H lt'Hffi"'l[,ii:**l

lmplement demand pull

0utsource inetf icient activities

Eliminate movement of work
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$ Approve. Finalize the functional economic analysis lsjng information from the planning data, and
present to senior nanagement tor app.oval to proceed wlth the pr0posed process improvements
and any assoc;ated data or system changes.

6. Execute. Execlte the apDroved p.0cess and data changes, and provtde fUnctional manaqement
oversight 0f any associated iniormati0n systcm chanqes.

Business Process Design
After choosing the method of business process improvement that is appropriate for
flrc organization, the process designers must determine the most efficieni way to begin
rwamping the processes. 'l'o determine whether each process is appropriately structured,
organizations should create a cross-functional team to build process models that tlisnlav

relationships amongprocess-dependent operations and deparlments. They
create business process models documenting a step-by-step process sequence for

activities that are required to conven inputs to outputs for the specific process.
Business process modeling (or mappizg) is the activity of creating a detaileri flow

or process map of a work process showing its inputs, tasks, and activities, in a

1. Define the scape. Define functional objectives; determine the management strategy to be
tollowed in'streamlinin0 and standardizing processes; and establish the process, data, and
intormation systems baselines from which to begin process improvement.

2. Analyze. Analyze business processes to eliminate non-value-added processes; simplity and
streamline pr0cesses 0f llttle value; and identify more etfective and etficient alternatives to the
process, data, atd svstem baselites.

Evaluate. Conduct a preliminary, tunctional, economic analysis to evaluate alternaI|ves ro
baseline processes and select a preferred course of action.

d Plan. Develop detailed statements of requirenents, baseline jmpacts, c0sts, benefits, and
schedules to implement the planned course of action.

d sequence. A business process model is a graphic description of a process,
the sequence of process tasks, which is developed for a specific purpose and

a selected viewpoint. A set of one or more process models details the many func_
ofa system or subiecl area with graphics and text and its purpose is to:

Expose process detail gradually and in a controlled manner.
Encourage conciseness and accuracy in describing the process model.
Focus attention on the process model interfaces.

Provide a powerful process analysis and consistent design vocabulary.

process problem is or anAs-Is process model.,4s-Is process rzodels represent the
state of the operadon that has been mappedl without any specinc improvements or

8es to existing processes. The next step is to build a To-Be process model that displays
the process problem will be solved or implemented. To-Be process modeh show the

ofapplying change improvement opportunitiesto the current (AsJs) process model.
approach ensures that the process is fiJlly and clearly understood before the details of

solution are decided. The To-Be process model shows fto w the what is to 6e rcal_
Figure 82.6 displays the As-ls and To-Be process models for ordering a hamburger.

FIGURE

Bustless Process

Reengineerrng f\4odel

FIGURE r

ldana(rlrial Appfoach to
R e o riqineer ng Projects

L0 3. oescribe the im[ortance
ot business process modeling
(or mapping)and busircss process

models.

Aprocess model qrgrically displays activities as boxes and uses arrows to reDresent data
d interfaces. Process modeling usually begins with a flrnctional proccss representation of
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FIGURE 82.5

As-ls and To-Be Process

Models for 0rdering a

H am burger

Anallzing As-Is business process models leads to success in business process

gineering siice these diagrams are very powerfrrl in visualizing theacti-t/ities' pro(

l"J a^i"'n". tfan orgaJzation. As-It und To-B" ptot"ss models are integral in

."""6n""ti"g ptoiec;. Figure 82.? ilustrates an As-Is ptt:"tt T:d"l:: T-:ld]
p.oclss derreiop"i by a process modeling team representing all departments ihat

oibu," to ,h" pio""sr. Th" pro""ss -odeling team trace-s the process of convertin

input (orders)'through all the intervening steps until the final required output

i. ptoi t."a. fut" -a! shows how alt departments are i /oY"d * t: T9:t:t-'lt 
is easy to become bogged down in excessive detail when creating an As-Is I

model. The obiective is to aggressively eliminate, simpliff' or improve the

processes. Succlssful process improvement efforts result in positive answers to

process design or improvement question; Is this the most,:ffiti:"t il1lT,:-tj:
io. u"co-pli.hing the process goals? This process modeling structure allows the t

to identiS';ll the;ritical interfaces, overlay the time to complete various process€$

to define the opportunities for process simulation, and identiry disconnects

-irri"g, o. 
"*u"eous 

steps) inihe processes' Figure B2'8 displays sample di

in the order filling process in Figure 82 7'

The team then ireates a To-Be process model, which reflects a disconnect-ftee

ful lment process (see Figure nZ.-s). Uisconnects fixed by the new process include

r Direct order entry by sales, eliminating sales administration'

r Parallel order processing and credit checking'

r Elimination of multiple order-entry and orderJogging steps'

The consulting firm KPMG Peat Mar$rick uses process modeling as part I

business reengin-eering practice. Recently the firm helped a large financial

.rl"u. ""-pu"i 
tfash cisis and improve productivity in its Manufactured Hl

Finance D'ivision. Turnaround time for loan approval was reduced by half'

40 percent fewer staff members.
t4oJeling trelpeO the team ana\ze the complex aspects ofthe proiect "Inparts

tourroti$nutiottprocess, a lot of tiings happen in a short period of time'"

team leider BobKarrick of KpMG. ,,iuting data capture, inforriration is pulled

,rrr-U". of dif"r"ttt sources, and the person doing the risk assessment has to make

ment calls at different points throughout the process There is often a need to stop'
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questions, make follow-up calls, and so on and then continue with the process model-

ing effon. Modeling allows us to do a thorough analysis that takes into account all these

decision Doints and variables."

Business Process Management (BPM)
A key advantage of technology is its ability to improve business processes' Working

faster and smarter has become a necessity for companies. Initial emphasis was given

to areas such as production, accounting, procurement' and logistics. The next bi8

areas to discover technology's value in business process were sales and marketing

automation, customer relationship management, and supplier relationship manage-

ment. Some ofthese processes involve several departments ofthe company and some

are the result of real-time interaction of the company with its suppliers, customers,

and other business partn6rs. The latest area to discover the power of technology in
automating and reengineering business process is business process management'
Business process management (BPM) integrates all of an organization's business

process to make individual processes more efficient. BPM can be used to solve a sin-

gle glitch or to create one unirying system to consolidate a myriad ofprocesses.- 
Many organizations are unhappy with their current mix of software applications and

dealing with business processes that are subject to constant change. These organizations

FIGURE T]2,]

As-ls Process Model {or

0rder Entry

L0 4. Explrin businecc procesg

n.nagom! .|oru widt iho

lco3on for its illporlrma to !n
oruanizatio[.

FIGURE 82.8

lssues in the As-ls

Process Model for

0rder Entry
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FIGURE F2 9

To-Be Process lVlodel for
0rder Entry

FIGURE 82.1L'

Key Reasons for BPM

are turning to BPM systems that can flexibly automate their processes and glue
enterprise applications together. Figure 82.10 displays the key reasons organizadons
embracing BPM technologies.

BPM technologies effectively track and orchestrate the business process. BPM
automate tasks involving information from multiple systems, with rules to define
sequence in which the tasks are performed as well as responsibilities, conditions,
other aspects ofthe process (see Figure B2.ll for BPM benefits). BPM not only
a business process to be executed more efficiently, but also provides the tools to
sure performance and identiry opportunities for improvement-as well as to
changes in processes to act upon those opportunities such as:

r Bringing processes, people, and information together.

Identi$ring the business pmcesses is relatively easy. Breaking down the barriers
between business areas and finding owners for tJle processes are dificult.
Managing business processes within the enterprise and outside the enterprise
suppliers, business partners, and customers.

r Looking at automation horizontally instead ofvertically.

IS BPM FOR BUSINESS OR IT?

Agood BPM solution requires two great
to work together as one. Since BPM
cross application and system
they often need to be sanctioned and
mented by the IT organization, while at
same time BPM Droducts art business
that business managers need to own.
fore, confusion often arises in companies
to whether business or IT managers
be responsible for fuiving the selection
new BPM solution.

To introduce grsater sfficiencios/ improvod
p roductivity

To improve service

To rsduce opsrational costs

To improve o rganization al agility

To improve procsss visibility

To moet rsgulatory compliance

To dealwi$ intsgrstion issuos

Scale 1 to 5where I = notimponant and 5=vsry inportant
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The key requirement for BpM,s success in an organization is the
that it is a collaboration ofbusiness and IT, and thus both

[ties need to be involved in evaluatin& selecting, and implementing
BPM solution. lT managers need to understand the business drivers

the processes, and business managers need to understand the
the BPM solution may have on the infrastructure. Generallv, com_
that have successfully deployed BpM solutions are thosswhose

and IT groups have worked together as a cohesive team.
All companies can benefit from a better understanding of their key busi-

processes, analyzing them for areas of improvement and implementing
BPM applications have been successfully dweloped to

complex business issues of some medium- to large_sized c-ompa_
Like many large-scale implementation projects, BpM solutions are
successfr.rl in companies with a good understanding oftheir technology

and maragement willing to approach business in a new wav. Bpi4
are truly driven by the business process and the company's owners.

Effective BPM solutions allow business owners to -urrug" -uny urpects ofthe tech_
through business rules they develop and maintain. iomp"rri". thut 

"arrr,ot 
sup_

or manage cultural and organizational changes may lack positive BpM results.

TOOTS

process rnanagemart ,ools are used to create an application that is helpful in
;business process models and also helpftrl in simuliting, optimizing, monitor_

.and. 
maintaining various processes that occur within an orlani"auon. Many tasks

inv-olved in achieving a goal, and these tasks are done eithei manualty or with the
of software systems. For example, if an organization needs to buy a so'ftware appli-
n that costs-$6 million, then a request has to be approved by several authorities
managers. The request approval may be done manually. However, when a person
ies for a loan of$300,000, several internal and external business processes are trig_

d to find out details about that person before approving the loan. ior these activities
BPM tool creates an application that coordinates the manual and automated tasks.

an organization is considering BpM, it must be aware ofthe risks involved in imple-
enting these systems. One factor that commonly derails a BpM project has nothing
do with technology and everyrhing to do with people. BpM projects involve culturai
d organizational changes rhat companies must make to support the new manage_

conhol is consolidated and all arc accountable to the

82.12 displays several popular BpM tools.

RISKSAND REWARDS

approach required for success. Where l0 area
once controlled l0 pieces ofan end-to-end pro_

BPM help maximize the continuous benefits to
success.

now a new group is involved in implementing a
solution across all these areas. Suddenlv the soan

architecture and approach to managing the pro-
and enabling proactive, continuous rmprovement.
new organizational structure and roles created to

An IT director from a large financial services comDanv
rc this feedback when asked about his experience in

a BPM solution to improve the company,s appl!
help desk process. "Before BpM, the companv,s

FIGURE N2 1.1

Eenefits of BPM

FIGURE i]: 1..

Popular BPIVI Tools

Update processes in realtime

!-!9lf9l'.!eqgp.Et
r Automats ksv dgcisions

r Reduce process maintenance cost

a lmprove process cycle time

r lmprove forecasting

Process Suite Stalfware

Businsss Manager

Pega Bules Process Commander pegaSystem

MetaStorm

Team Works Lombardi Sottwarg

Intalio Intslio

Business Prgcess Manager Flonot



application help desk was a manual process, filled with inefficiencies, human erro! and
no personal accountability. In addition, the old process provided no visibility into the
process. There was absolutely no way to track requests, since it was all manual. Business
user satisfaction with the process was extremely low. A BpM solution provided a way for
the company to automate, execute, manage, and monitor the process in real time, The
biggest technical challenge in implementation was ensuringthat the usergroup was self-
sufficient. while the company recognized that the IT organization is needed, itwanted to
be able to maintain and implement any necessaryprocess changes with little reliance on
IT. It views process management as empowering the business users to maintain, control,
and monitor the process. BPM goes a long way to enable this process.,,

CRITICAT SUCCESS FACTORS
ln a publication for the National Academy of public Administration, Dr. Sharon L.
caudle identified six critical success factors that ensure government BpM initiatives
achieve the desired results (see Figure 82.13).

FIGURE I]? 1.'

Critical Success Factors
for B Plvl Projects

1. Unds6tand reon0in€ering.

r Understand business process fundamentals.

a Know what reengineering is.

r Differentiat€ and int8grate process improvemsnt approaches.

2. Build a busine$ and political cass.

r Have necessary and sutficient business (mjssion delivery) reasons for reengineering.

r Have the organizational commitment and cspac ity to initiate a nd sustain reengineering.

I Secure and sustain polltical support for reengineering proiects,

3. Adopl I procoss msmgsme approach.

I Understand the organizational mandate and set mission strategic directions and goals
cascading to process-sp8cific goals and decision making across and down the organization.

r oefine, model, and prioritize business processes imponant f0r mission performance.

r Practice hands-on senior management ownership of procoss improvement thr0uqh personal
involvement, responsibility, and decision making.

r Adjust 0rganizational structure to better support process mana0ement infttawes_

, .!_grury 1l .I.j:Tjntgog!,n 
lg euatuate process manasement.

4. itsasule and track p"tto-rna" aonti**rty. 
------

r Create organizational understanding of the value ot measurement and how it wjll be used.
r Tie performance management_to customer and stakeholder current and future expectataons.

5. Practicc chEngc mlnsgrrmn(;d pro;d" 
""rlr"l ""pfi--t Develop human resource management strategies to suppoft reengineering. 

]r Build information resources management strategies 8nd a technology framework to suppon I
process change. I

r Create 8 central suppon group to assist and integrate r€engineering €fforts and othe, I
amprovsment efiorts across the organization i

a Create an ovorarching and proj€ct-specific internal and external communication and I_:g{9ls':c":__ I
6. Manage leengineering prolecrs lor results, 

--Jr Have a clear criterion to select what should be reengineered. I

r Place the project atthe right levelwith a defined reengineering team purpose and goals. I

: Use a well-trained, diversified, expert team to ensure optimum project performan c e. I

r Follow a structured, disciplined approach ior reengineering. I
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siness Process Modeling Examples
picture is worth a thousand words. Just ask Walme Kendricls a system analyst for Mobil

Corporation in Dallas, Texas. Kendrick, whose work involves planning and designing
processes, was scheduled to make a presentation to familiarize top manage-

with a number of proiects his group was working on. "I was given l0 minutes for
presentation, and I had 20 to 30 pages of detailed documentation to present. Obvi-

, I could not get through it all in the time allocated." Kendrick turned to business
modbls to help communicate his projects. "I think people can relate ro prcrures

than wordsi' Kendrick said. He applied his thinking to his presentation by using
s Visio to create business process models and graphs to represent the original

pages of text. "It was an effective way to get people interested in my proiects and to
see the importance of each project," he stated. The process models worked and

received immediate approval to proceed with all of his projects. Figures 82.14
82.20 offer examples ofbusiness process models.

Ebusinoss Proco$ Model

0nline Banking Business Process

FIGURE

Ebusiness Process Mod el

FIGURE

0nline B ankin g Eusiress
Process Model

EL
,/

/ 
WithdrawfrornAccount

ffi<- @
Process oeposit 

\ 

rtectronic laVment

€$$li\tn
Automatic Deposit

Psper Check

Plug-ln 92 Busirr:.. Proce.-.



FIGURE 82.I6

Customer 0rder Business
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eBay Buyer Business

Process lvlodel

Purchase an hsm on eBay Business Process Ssll an hem on oBay Business Pror
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FIGURE 82.18

eBay Seller Business

Process Model
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FIGURE 82.19

Customer Service

Business Process l\4odel

Processlmprovemo ltodol FIGURE 82,2t)

Business Process

lmprovement Model
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nvestment in c0ntinuous process improvement, business process reengineerlng,0r

ness pr0cess management is the same as any other technology-related investment'

ning the proiect properly, setting clear goals, educating those people who have to c

their mind-set once the svstem is implemented, and retaining strong management supp0n

help with a successful implementation generating a solid return on Investment

0rganizations must go beyond the basics when implementing business process

ment and realize that it is not a one-time proiect Managementandlmprovement01

business Drocesses is difficult and requires more than a simple, one-time effort'

monitoring and improving core business processes will guarantee performance

ments across an organlzatlon.

As-ls process model, 347

Business process. 342

Business process management
(BPN4),349

Business process manaqement
tool,35'l

Business process model, 347

Business process modeling
(or mapping), 347

Business process

reenqineering {BPR}, 346

Continuous ptocess

improvement model, 345

To-Be process model, 347

Streamlining Processes at Adidas

The Adidas name resonates with athietes and retail consumers worldwide. Reqistered

company in 1949, the company differentiated itself during the 1960s by supponing all atl

who were committed to raising performance levels, including athletes in what some

sidered fringe sports such as high jumping. During a banner year in 1996, the "three

company" equipped 6,000 0lympic athletes flom 33 countries Those athletes won 220

including 70 gold, and helped increase immed:ate apparel sales by 50 percent

ln'1997. Adidas acquired the Salomon Group, which included the Salomon, Taylor

and Bonfire brands. Today, Adidas-Salomon strives to be the global leader in the

tion. With common processes, the company could streamline and automate [s

goods industry with a wide range of products that promote a passion for competltion

;ports-oriented lifestyle. lts strategy:s simple: continuously strengthen its brands and

!cts to improve its competitive position and linancial performance.

Adidas-salomon competes in an environment as relentless as that of the olYmpics'

ing in the forefront requires the support of world-class technology. Over the past t5

Adidas-salomon transformed itself trom a manufacturing organization to a global

brand manager with 14,000 employees located around the world. Previo0sly. Adidas

operated in a decentralized manner, and each operating unit chose sofllvare that

geography and internal preferences. The company believed that implementing and cl

.orron pr0...."r, especially in its sales organization, would help it establish global
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0verall, system integration would translate into faster time to market, higher revenue, and
lower cosls.

Adidas-Salornon reviewed its lT systems and associated informati0n. 0ne fjnding was thar
6e company needed to develop a better solution for business process integratlon and estab_
lish an easy way to automate new applications throughout the enterprise. such an infrastruc-
ture required Adidas-salomon to impose a common business process platform that would
allow the company'6 operating units to remain flexible in meeting their own particular needs
and goals.

Adidas-salomon identified severalmajor business requireme nts for the project. First, itwanted
t0 automate business events and reduce the manual effort required to exchange data between
internal and external parties. second, Adidas-Salomon needed to develop a cost-effective solu-
tron that would be simple to use. maintain, and update in the future. Last, the companv wanted to
enable real-time data exchange among the key Adidas-salomon business Drocesses.

"We considered many metr;cs, and it was clear that TIBC0 Software had the breadth
and depth of product offering backed by a strong reputation,,. said Garry Semetka, head
0f development and integration services in global application development at Adidas_
Salomon. With its desired infrastructure in place, Adidas-Salomon standardized on TIBC0
products and moved toward real-time business process management of its internal supply
chain. The company now publishes and makes the most of events when they occur on key
systems, giving the most current. valuable information to business processes and decision
makers.

0uestions

L Describe business processes and their imDortance for Adidas-Salomon.

2. How could Adidas-Salomon use continuous process improvement and btsiness process
reengrneerrng to remain competitive?

3. How can a business process management to0l help Adidas-salomon remain at the top of

. 
its game?

mprovrng ltextbttrty, scatabrtrty, and vasibiliw across Tha

3Com Optimizes Product Promotion Processes

Product promotions, such as rebates or subsidized promotional items, can serve as excefient
marketing and sales toois to drive increased revenles by providing incentives for customers

purchase select items. Howevet when you are a leading global networking provider like

N that serves thousands of channel partners and customers, such promotions must be
and executed.

bQttsr con\ro\ o\er the c.reat\on and execution 01 its Srod$ct Qromotions,3com used
s\uSrses:lrsrtssa\N\\\t-\\l\\\\\ttG\NRs\\*\N\\\$\\\g\-\6rs\\\S-

that s\eam\$es t\e approla\ an{ manaqeme$,\|sl(\$\| q\ $\qNc\ $\sN\st\o\s sKe\e{
t0 distributors and resellers. "We needed to ensure that 0ur product promotions were attrac-
tive to our channel partners while also being manageable in terms of execution," said Ari
Bose, Cl0 at 3Com. "Using Savvion BusinessManager. we were able to quickly put a process
in place that speeds approval and enhances awareness of product promotions to generate
oDoortunities for increased revenue."

Promoting Eflective Promotions

The Savvion BusinessManager-based promotions system provides significant time and
cost savings by replacing former inetficient and uncontrollable email processes. Instead of
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prom0t0n r0eas a approval, now use Ine a

system as a centralized location to manage the workflow involved in proposing new promo- 
:

tions and ensuring all. needed approvals are in place belore promotion details are shared on

the 3com partner and reseller website.
The promotions system automatically routes proposed promolions to each depaftment

that is required to sign off on the promotion, including marketing, promotions communica.
tions, and claims administration. The streamlined system also immediately notifies all key
parties once new promolions are approved, increasing vjsibility and revenue opportuni-
ties through improved communication with 3Com sales representatives, distribut0rs, and

rese ers.

Adding Muscle to Management

An imp0rtant feature of the new system is the automatic. auditing of each step taken. The com.
pany can easily establish an audit trail, increasing accounlability as approvals are given. The

structured process also ensures that approved promotions are manageable from an adminis-
trattve persDectrve.

In addition, the system tracks promotion fullillment. enforcing associated terms and

conditions such as purchasing limits or available supplies-tracking that was previ
almost impossible to do, creating numerous management headaches. The pr
system is also integrated with another BusinessManager-developed process that
ates special price quotes {SP0s) lor 3Com channel partners, creating built-in checks
balan ces to prevent the approval of an SP0 while a promotion is being offered for the
Product.

The system also provides extensive reporting capabilities that 3com now uses to gain

better understanding of all offered promotions, authorizations, and potential financial
These online reports replace manually created Excel spreadsheets, enabling departments
generate reports on the fly for enhanced strategic planning.

Bottom-Line Benefits

Greater visibility of product promotions is yielding significant opportunities lor increased
enue at 3Com. Sales r0presentatives are immediatelv notified when 0romotions are
improving internal communications and enabling representatives to share promotion
with resellers and distributors more quickly to foster increased sales. Other business
delivered bv the automated oromotions svstem include the followino:

r Real-time monitoring features enable 3com employees to check the status of a

tion's approval at any time.

I Greater efficiency in the approval cycle and streamlined communications
employee productivity. providing significant time and cost savings.

r Claims processing is also more effective because of the structured approval

delivering additional savings.

r Increased visibility enables 3com to reduce reserve spending by having a clearer
channel restonse to each Dromotion.

| 0rder and efficiency come to previously chaolic manual processes.

Ouestions

1. Describe business processes and their importance to 3Com's business model.

2. How can 3Com use continuous process improvementto become more efficient?

3. How can 30om use business process reengineering to become more efficienl?

4. Describe the importance of business process modeling (or mapping) and business
models for 3Com.

5. How did 3Com use business process management software to revamp ats business?
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Redundant

Antiquated

Discovering Reengineering Opportunities
In an eflort to increase efficiency, your college has hired you to analyze its current busi-
ness processes for registering for classes. Analyze the currenl business processes from
paying tuition to registering for classes and determine which steps in the process are:

r Broken

Be sure to define how you would reengineer the processes for efficiency.

Modeling a Busin ess Process

Do you hate waiting in line at the grocery store? Do you find it frustrating wnen you go ro
the movie store and cannot find the movie you wanted to rent? Do you get annoyed when
the pizza delivery person brings you the wrong order? This is your chance ro reengtneer
the annoying process that drives you crazy. Choose a problem you are currently experienc-
ing and reengineer the process to make it more efficient. Be sure to provide an As-ls and
To-Be process model.

Revamping Business Processes

The following is the sales order business process for MusicMan. Draw the As-ls process
model based on the following narralive:

1. A customer submits an order for goods to MusicMan, a music retailet through an
online mechanism such as a browser-based order form. The customer suD0lies his or
her name, the appropriate email address, the state to which the order will be shipped,
the desired items (lDs and names), and the requested quantities.

2. The order is received by a processing system, which reads the data and appends an lD
number to the order.

3, The order is forwarded to a customer service representative, who checks the custom-
er's credit information.

4. lf the credit check fails, the customer service representative is assigned the task ot
notifying the customer t0 obtaii correct credit information, and the process becomes
manual from this ooint on.

5. lf the credit check passes, the system checks a database for the current inventory of
the ordered item, according to the item 10, and it compares the quantity of items avail-
able with the quantity requested,

6. lf the amount of stock is not sufficient to accommodate the order, the order is placed
on hold until new inventory arrives. When the system receives notice of new incoming
inventory, it repeats step 5 until it can verify that the inventory is sutficient to process
the order.

7. It the inventory is sufficient, the order is forwarded simultaneously to a shipping agent
who arranges shipment and an accounting agent who instructs the system to generate
an invoice for the order.

8. lf the system encounters an error in processing the input necessary to calculate the
total price for the invoice, including state sales tax, the accounting agent who initiated
the billing process is notified and prompted to provide the correct informatton.
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I The system calculates the total price-itne orO6i.':) 
The system confirms that the order has been shipped and notities the customer via
em a il.

i i At any point in the transaction before shipping, the order can be cancered bv notifica-
tion from the customer.

Rev:rr':tpi,rt; Acc o u ltl
The accounting department at your company deals with the processing of critical docu-
ments These documents must arrive at their intended destination in a secure and efficient
manner Such documents include invoices, purchase orders, statements, purcnase reout-
sitions,linancial statements, sales orders, and ouotes.

The current processing of documents is done manually, which causes a negatrve flpple
effect. Documents tend to be misplaced or delayed through the mailing process. Unsecured
documents are vuinerable to people making changes or seeing confidential documents.
ln addition, the accounting department incurs costs such as preprinted forms, inefficient
distribution, and st0rage. Explain BpM and how it can be used to revamp tne accountino
depa rtmenl.
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