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Business Performance Management Efficiently Managing Business Processes. Business Performance
Management of all internal and external business processes is key to survive not only in economical down times.
Management of business must be driven by metrics. On the one hand, this increases the performance of processes at a
tactical level. On the other hand, the deep insight into the value of all enterprise resources (people, products, services)
and all constituents (partner, customer, supplier) that results from Business Performance Management also enables

much better strategic decisions to be taken about the management of the enterprise.

Business Performance Management (BPM) is the
next step in operationalizing the decision-making
process for measuring, monitoring, managing and
optimizing business processes. It is the latest in the
evolution from the old decision support systems
(DSS) of the 70s and 80s. Driver for BPM is the
adoption of process-orientation as the ultimate
way to run a business effectively and efficiently:
Without being process-oriented an enterprise
cannot survive in a networked world of
collaboration across business units and across
businesses. Operating an enterprise at an optimal
performance level and meeting financial and
organizational expectations is transforming the
way enterprises do business.
Process-orientation means formalizing and
structuring all business related activities between
humans: employees, customers, suppliers, and
partners. The ultimate goal is management and
automation of all internal and external business
processes. The agility with which an enterprise
manages performance can determine market
position and its profitability. Focus must be on:
e Optimizing the efficiency of all internal and
external business processes
e Ensuring the efficacy of an end-to-end value
network linking the suppliers of the suppliers
with the customers of the customers.
Collaboration is the business model making
process-orientation to be effective. This optimizes
joint planning, managing, monitoring and
controlling of all business processes for:

e Speeding up time-to-market
e Cutting costs
e Minimizing risks

BPM in contrast to the traditional business
intelligence approach is a top-down model. It links
business intelligence to business strategies and
processes via business metrics. The key principle is:
You can only manage what you can measure!
Business strategy determines which business
processes are to be executed and managed by the
enterprise. Business metrics are associated with each
business process. Business metrics are defined by
goals and objectives to manage a process in a
measurable way with information, performance
indicators, rules, and models.
In the end, not only all employees, but also all
partners, suppliers and customers of an enterprise
will and must have access to information for
efficiently executing and managing collaborative
processes across the value net. The trend is towards
information democracy . In the past, only power
users and business analysts had access to
information. BPM requires that everybody will be
empowered by information. Seamless information
deployment to all information consumers is the
issue.
BPM provides clear benefits to an enterprise:
e Itisamethodology to link strategy to results.
e It turns data into actionable information.
e It empowers all staff by delivering information
not only to power users and business analysts,
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but to everybody inside and outside the
enterprise ( information democracy ).

e It delivers high degree of accuracy and
consistency of information.

e It provides transparency to management and
enhances the bottom line.

e It delivers the right information to the right
information consumer to the right location in
due time (some call it real-time ).

Components of Business Performance
Management

BPM consists of:

e Portal including Management Dashboards

e Collaborative Tools (unstructured data)

e Scorecarding

e Performance Analysis

* Key Performance Indicators (KPI)/Metrics

e Business Intelligence Tools/ Extraction
Transformation Load Tools

* Analytical Applications

e Planning/Budgeting/Forecasting

e Actuals Consolidation and Reporting

e And some add activity based costing (ABC)

BPM itself is a process. It starts with modelling
metrics as an additional task in business process
engineering. Goals of a business process have to
be metricized for providing objective targets for
all staff responsible for managing and executing
the process. In the end, metrics are part of the
policies of managing a business process. A
scorecard model (balanced core card, six sigma,
etc.) guarantees that policies do not contradict, but
match the goals of the overall strategy. Next step
is the implementation of the metrics for measuring
the performance of processes and its publication
and distribution. This is the purpose of BPM
technology/products. The architecture of BPM
technology is shown in Figure 1. Finally, action
has to be taken given the outcome of metrics. This
is the task of process-management technology
providing the tools for interaction management,
i.e. workflow, process automation and rules based
engines. Process-management will be discussed
elsewhere.

Business Performance Management Market
Segmentation

The market for BPM is very competitive. Vendors
come from various camps with different roots, and
all claim to have an end-to-end solution for BPM.

There are two different approaches to BPM, the
business intelligence approach and the more recent
activity monitoring/process management approach.

Business Intelligence Approach: This approach is
based on data warehouse architecture. Performance
relevant data is extracted, transformed and loaded
into the data warehouse or an operational data store
either in batch or via message/queuing in near real-
time. Performance analysis is executed via adhoc
queries, reporting or OLAP. Vendors are:

Actuate, AlphaBlox, Applix, Brio, Business Objects,
Cognos, Computer Associates, Crystal Decisions,
Hyperion, IBM, Informatica, Information Builders,
Microsoft, MicroStrategy, Oracle, SAS etc.

But when data volumes are growing and cycle speed
of processes is increasing, many of the tools end up
in performance problems: Adhoc queries become
impossible and calculating certain metrics takes
longer then the given time windows for execution.
Specialized vendors have tried to address this
problem via real-time analytics for analytics:

Aleri, Alterian, Aruna, CrossZ Solutions,
Divine/Delano, IBM/Redbrick, HP/ZLE, KxSystems,
NCR/Teradata, Panoratio, Sand Technology,
smartFocus, Sybase Adaptive Server 1Q Multiplex,
thinkanalytics, Times Ten, WhiteCross Systems,
Xcelerix etc.

Besides NCR/Teradata, none of these
vendors/products ever had a major impact to the
market. Obstacles have been special hardware
requirements, specialized skill sets for managing the
technologies, and user skepticism about value for
money.

Analytical application vendors provide a more
advanced solution. They offer predefined, template-
based, but customizable performance metrics
together with a development environment. VVendors
are:

Armstrong Laing, AppsMart, Business Objects,
Cartesis, Cognos/Adaytum, Comshare, CorVu,
Frango, FRx, Hyperion, Informatica, MicroStrategy,
SAS etc.

Furthermore, the application package vendors are
also providing analytical applications for
performance management of the business processes
they support with their application packages.
Vendors are:

Coda, i2, JD Edwards, Lawson, MS Great Plains,
Oracle, PeopleSoft, SAP, Siebel etc.

Advantages of the Business Intelligence Approach:
This approach enables the calculation of complex,
compound, cross-functional and cross-enterprise
metrics.
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