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From Functional Silos
to a Process Vision*
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INTRODUCTION

Even before fascinating promises about orchestrating organizations, BPM directly supports a different point
of view. ERP systems and all other traditional/transactional ones have been designed and developed to
vertically support departmental needs, offering a wide variety of fundamental and powerful functional islands
where users live and act. On the other side, BPM suites take care of creating bridges to link islands together
and allow their inhabitants to rely on structured but flexible communication channels.

A real-life business case will allow us to illustrate how organizations usually work without BPM
methodological and technological support, highlighting related criticalities. Then we will explore general
benefits and evolution opportunities of introducing a BPM suite, presenting both real-time prototyping and
process data monitoring and analysis experiences. An essential inspection of a few peculiar BPM key
aspects and implications will complete the picture of how much BPM suites are and will be more and more
needed to orchestrate people and systems within and among organizations.

BUSINESS CASE: ORGANIZATIONS HABITS WITHOUT BPM

Needs, scope and originally adopted procedure

Main elements presented here derive from a BPM project executed in TNT Global Express Italy (referred to
as “the company” in the rest of the text). Company Information Technologies and Finance & Accounting
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departments have rapidly acquired BPM view and logics, playing a very important and active role in all
process reengineering phases as reported below.
Fiscal purposes require the company to generate, verify and store securely, on a monthly basis, a set of
documents for each legal entity belonging to the company group.
This procedure takes place involving the following departments or external functions:

Finance and Accounting (F&A)

Information Technologies (IT)

External Audit (EA)

General Services (GS)
and the following main systems:

ERP (Finance and Accounting system)

Document Management System (DMS)

Signature software

DVD burning software

Document-optimizer software
The number of accounting documents for each legal entity is clearly defined for all months except for end of
year closure period when this number isn’'t known in advance: in this case the F&A Director is responsible for
stating when all needed documents have actually been produced.
During the whole year, F&A department prints from the ERP system all necessary accounting documents,
producing very large files, each containing thousands of accounting records related to one single legal entity
and one single month.
Every accounting document is then managed by IT department operators that optimize and compress them
with a dedicated software tool and then index and enter those accounting documents into the Document
Management System (DMS).
At defined deadlines an IT operator (in general, different from the one in the previous step) accesses the
DMS and verifies if, for a specific legal entity, all required accounting documents are already available in the
system. If this is the case, the IT operator selects relevant documents in the DMS and copies them into a file
system directory creating documents volume. This has to be made in compliance with several criteria (such
as month of issue, legal entity name, etc.), taking also into account maximum volumes size, creating more
than one volume when needed. When there are no more accounting documents for the same month/legal
entity combination, the IT operator creates an hash codes file (standard well-known file fingerprint) for each
volume. Then he electronically signs them along with related timestamp in order to certify their content and
allow the detection of any eventual volume documents change after signature. For hash codes creation,
signature and timestamp, the IT operator will use dedicated software.
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In theory is the F&A Director that should sign the volumes hash codes files because she/he knows
accounting documents content. In the real case F&A Director never actually signs nor verifies volumes but
he is simply forced to blindly delegate the IT operator to act on his behalf (see the following “Criticalities”
paragraph for details and comments on this). Once a document volume has been electronically signed, the
IT department is requested to burn the signed volume data on a DVD and deliver it to the F&A department
responsible for verifying and storing it into a fireproof safe. In case F&A rejects the DVD for any reason, IT
must fix reported issues and burn the DVD again.

The process continues then with F&A department sending signed volume hash codes file to General
Services (mail and registry function) which is responsible for forwarding it to External Auditor as a proof of
task completion and for any possible future reference. General Services department is also responsible for
filing in the DMS both message sent to External Auditor and related receipt.
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At the end of the process we have one or more DVD containing accounting documents and signed hash
codes file for each month and legal entity. Accounting documents, signed hash codes file and related
receipts are also stored on the DMS.

The most important steps and elements of the procedure are listed in Table 1.

Criticalities

The company managing all those steps strictly needed the whole procedure to be completed on time,
respecting all deadlines and adding the possibility to trace and verify each step for audit purposes.

Starting from those strong requirements there were several and relevant criticalities that had to be examined
and solved: let's comment the most important ones.

The process is extremely time-consuming: a lot of activities can be automated. Moreover the only activity
requiring a particular ability and responsibility (Activity 5) is delegated, for sake of process simplicity, by F&A
Director to an IT operator with no idea or knowledge about documents content.

The F&A Director, owner of the whole procedure due to his corporate and legal responsibilities, simply
knows when it begins (Activity 1) but after that he has no control and only a completely blind view until the
end of the most important activities (Activity 8). Technical and manual activities cause non-F&A people to
totally manage the core of an extremely delicate F&A procedure and related documents are loaded into DMS
without any actual contents verification.

Despite several relevant deadlines, most important procedure steps are pull-driven which means that
operators have to manually check event occurrence to trigger further actions, with no automatic alerts or
notifications support and, of course, no opportunities to verify activities status and/or measure service levels.

All the actors of the process communicate with each other exclusively with an unstructured approach;
everybody remains in its own functional silos even using very sophisticated software tools for executing each
single activity but then going back close to stone-age efficiency to let the process advance to the following
step.

BUSINESS CASE: ADOPTING BPM TO OPEN AND LINK FUNCTI ONAL SILOS
Guiding people and systems across the organization

Considering the general context of the business case and the highlighted criticalities, BPM introduction was
essentially focused on following points:
system vs. human: distinguishing activities that can be done automatically by systems, from activities
that must be done by people;
orchestration: putting in place automatic processes managing and guiding both people and systems
involved,;
delegation: avoiding delegations starting from eliminating all risky and illogical cases; each actor of
the process has to be able to execute activities on his own, directly managing and controlling related
responsibilities;
content check: allowing documents content control during and not only at the end of the process,
changing process flow accordingly;
alerts: introducing time based alerts and related service level measurements;
In compliance with the first point, Table 1 has to be rearranged and the result is shown in Table 2.
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Note that human activities are only 5 over 14 and all may be orchestrated using BPM suite tools that allow us
to draw activities in a flow chart defining WHO does WHAT and WHEN.

Activities 2 and 3 can be managed with an automated process or System to System process (S2S) that we
called Documents Acquisition (DA).

This is a daemon process (single instance) that never ends, collects accounting documents using naming
convention (file type, legal entity, year and month), and creates volumes.

Other activities can be organized in a process where Systems and Humans interact (S2H2S) that we called
Volume Signature process (VS) that is triggered by DA process for each document volume (multiple
instance).

Activity 7 can be managed with a process that we called Document Index and Storage (DIS) triggered by VS
process for each document in volume (multiple instance).
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The process flow chart of the most important processes, DA and VS, are in Picture 2 and Picture 3
respectively. It's very important to note that presented pictures are self-explanatory and this is one of the
most important BPM features: drawing flow charts that clearly represent process logic being at the same time
software gears for application running.

From a semantic point of view activities in Picture 2 and Picture 3 are characterized this way; small gears
icon for system activities (server side) while a small head icon is used for human activities.

Trace data about document volumes, their statuses, related history, etc., are registered in the DMS from both
systems and humans.

But how do operators execute their own activities?

This is done via a web application they can access from PC desktop or via an e-mail reminder. In both cases
operators get to a list of activity links, each opening a form containing all data item related to the volume
being processed.

This approach gives the opportunity to move from PULL to PUSH mode, where an activity never completes
until the operator in charge hasn’'t done what he was requested to do (execute actions, enter specific data,
etc.) in the flow chart.

The F&A Director requested to execute signature activity in the VS process, of course, is also allowed to
open and check volume documents, irrespective of their physical location, as he/she can now be aware of
what is being signed. This is the reason why hash codes file are always generated server side.

Let's examine in detail what happens for year-end closure period: this is a typical case of unstructured
process step.

For year-end closure period, no rules for volume completion have been set, simply because documents
number is not known in advance and cannot be formally defined. In the specific year-end closure case the
rule is the F&A Director who, after examining documents, is responsible to declare when they all have been
printed (unstructured process case) while from January to December periods process rules are formally
defined (structured process cases).

Note that in the year-end closure case, DA process immediately triggers VS process, while otherwise it
triggers VS process only when a volume is full or when all scheduled documents of a month/legal entity
combination have been collected. In the latter case, DA process triggers DIS process for all open volumes
related to specific month/legal entity combination.

This means that for year-end closure period the F&A Director will be allowed to sign volume hash codes file
no matter how many documents are in volume, while for all other accounting periods he will be allowed to
sign volume hash codes file exclusively when all requested documents have been collected.

It's important to underline how DA process drives VS process to immediately trigger hash codes computation
each time a new file is added, in order to get volume hash codes file ready for signature (see Restart
process node in Picture 3).

All processes include alerts and timers to control activities execution and notify actors of events and
deadlines.

As a result, with no additional manpower, all operators are perfectly orchestrated independently from their
own department, opening functional silos and linking them together.

Everybody is informed on time about process flow and due activities, pushing alerts when needed.
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Now the F&A Director is able to execute operations from his own desk, without delegating high corporate
and legal responsibility tasks to IT operators.
Of course, all these activities benefit from the fact of being guided via the processes of a BPM suite and
these include a detailed and complete traceability of WHO has done WHAT and WHEN, general reliability,
automatic SLA control and alerts and so on.
In the end the most important points are:

people know what to do even when not knowing (partially or totally) the process;

people understand what is happening in the process thanks to e-mail, reminders, alerts helping the

process to advance;

people are now monitored and traced during activities execution.
These are the main features of the BPM solution delivered, fully satisfying customer requirements on the GO
LIVE project date.
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The very important point we want here to underline is that, for several reasons, it would have been very
difficult (if not impossible) for all people involved in the project analysis to identify those changes or
extensions before actually touching with hands and directly experiencing the delivered processes.

This phenomenon has then triggered a sort of Fibonacci’'s sequence where evolutionary step n is based on
steps n-1 and n-2: every project adjustment delivered allows the organization to better focus enhancement
areas, often letting new requirements and ideas emerge for a continuous improvement, what we define a
real-time prototyping.
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According to this evolution path, below we present a couple of the subsequent analysis/implementation steps
in the project after the first GO LIVE:

Step n+1: why should the F&A Director always sign a volume for approval?

What would happen if she/he detects an error in one of the volume documents?
Those questions originated a change in the process allowing the F&A Director to approve or invalidate
volume in case of errors, requesting the F&A department to print again all volume accounting documents. All
this was made by applying very simple modifications to flow chart and related web form as shown in Picture
4.
Note that this case was very rare or even impossible before the BPM introduction because the electronic
signature was delegated by the F&A Director to an IT operator.

Step n+2: why should the F&A Director always entirely approve or reject a volume?

Why should even one single error in one single volume document cause the entire volume to be

rejected?
Those questions originated a change in the process allowing the F&A Director to even partially approve
volumes requesting the F&A department to mend errors and print again invalidated fiscal documents only. All
this was made applying very simple modifications to flow chart and related web form as shown in Picture 5.

J—

F&A: Director

Create hash codes validates documents F&A Directar
file for volume in solurne and signs invalidated some
hash codes file documents?
C c

&

D | o— Burn, distribute, index and store:
s o elete invalidate H
=% = documents from
Motify F&A Directar Matify F&A that some legal Bk e e Bk
signature request documents must by reprinted Codee e
)

&re there documents

End vear closure 4 YES
perod/— eft in wolume 7

Delete volume and

o wolume informations
h‘
P P END
A

#O$ #3! &



Workflaw Munagement Coalition

1e

Process
Thought
Leadership™

openwg,r:k*?%‘/

Monitoring and analyzing: awareness tools

One direct advantage of adopting BPM for managing processes is that almost everything done by means of
processes is traced in detail, including timing of each related event. Reasonably, this sounds very interesting
in any circumstance, including the presented business case.

Making use of Business Activity Monitoring (BAM) functionalities on the huge set of data traced, produces
significant benefits in terms of monitoring (real-time control of processes jewel-data, from the summary KPI
down to a single activity measures and details) and analyzing (trend indicators, bottleneck detection, need
for redesign, move of resources from one department to another).

Both analyzing and monitoring features are very strong tools to scientifically study the way processes are
executed in organizations, allowing to detect specific criticalities and get hints to propose general
alternative/extensions to existing processes. These tools are extremely important to allow all department
people to give their essential contribution for process reengineering and evolution.

IS BPM JUST SOFTWARE? THERE'S A LOT MORE THAN MEETS THE EYE
Traditional software development approach...

The business case presented highlights very important implications of BPM suites usage, but there are more
general concepts to investigate.

The real innovation introduced by BPM suites is not related to WHAT can be delivered using them (the final
result will always be a software application) but to HOW those suites allow us to work for defining,
developing and maintaining companies’ business solutions.

We will investigate some key methodological aspects that exclusively BPM suites class items can provide
due to their completely different approach to organizational real-life issues.

Irrespective of project scope, technology used, terms and jargon, when an organization requires a software
application, in almost every case there will be a standard sequence of project macro-phases, delivering as a
final result the required application.



Macro-phase names may be different depending on the specific category and/or type of project, but they can
almost ever be brought back to:
Analysis: detailed functional (generally) non-technical description of what the customer wants;
Design: high level technical and technological directions defining the correct architecture and
environment to build what the customer wants;
Development: technical activities (code writings, system configurations or similar) in compliance with
defined architectural context to functionally deliver what the customer wants;
Each macro-phase involves different actors with different skills and experiences, using different terms,
concepts and, we could even say, different languages.
Passing from one macro-phase to another causes a risky translation activity that implies a partial loss or
distortion of the knowledge that originated the initial need and idea. This phenomenon is only moderately
related to the ability of the actors involved: at the end of the macro-phases, the final result will be (slightly or
strongly) different from what the customer wanted.
But despite what we just said, let's suppose the delivered solution perfectly matched the customer’s request:
in any case this would definitely be true only for a limited time interval. In fact, customer needs tend to
change often and quickly as a consequence of adjusting or following real-world evolutions: on the contrary
software solutions require efforts and time to be updated.
In fact, with the above mentioned approach, any rigorous change in software application will cause the
restart of the three macro-phases cycle with related issues: on top of this, the cycle itself includes some fixed
embedded time and cost consumption, irrespective of activities scope and complexity.
The result is that customers are generally using software applications that do not fit their requirements and
the most common justification for that is: “a new updated version is not ready yet” or “an updated version
would cost too much”.
But in the rush real-world vs. software applications, the first is always going to win with a very large margin if
we continue to use for all software exclusively the high-resource-consuming three macro-phases approach
mentioned above.

... VS. process-is-software BPM approach

In few words we are talking about widespread need for Business Agility (BA), underlining that this feature is
always helpful when supported, not essential for every piece of software, but absolutely needed for software
in charge of guiding and orchestrating people and systems activities.

In other words, the need for moving or changing (functional) islands is very rare, while business is
continuously requiring to modify and build new bridges to differently link those islands.

Along with Business Agility comes the important concept of Abstraction Level (AL), measured in terms of
how much distant from business are approach, concepts and application design tools: the higher the
abstraction level, the closer the distance from business.

As business people’s contribution is essential for business management and business management is
largely (if not totally) based on software, why shouldn’t all possible efforts be done to help shortcut business
people with activities of defining and updating software they will use to manage business?

The key to better understand how much important those two concepts may be, is the relation that links them
together. Using a high abstraction level approach and tools to build a software solution will allow to change it



in compliance to real-world evolutions. The higher the Abstraction Level, the higher will Business Agility.
This is true for first definition and delivery of a software solution, but even more important in terms of
maintenance, where the ability to change is crucial.

Let's define Business Case Coverage (BCC) as the set of business cases covered and managed by
software and verify which is the relation between the business case coverage and abstraction level.

When we consider the class of traditional/transactional software built according to the three macro-phases
cycle mentioned above, it is clear that by increasing business case coverage the abstraction level decreases
approaching zero. This is related to the adopted paradigm structure that essentially ties up the organization
with technicalities with limited or no added value for the business.

On the other hand when we consider the class of software solutions built using BPM tools, again increasing
business case coverage will cause abstraction level to decrease, but with substantially different absolute
values and always keeping abstraction level above a minimum X.

+ -

This minimum level X may be defined as the BPM maturity of a tool, increasing day after day as a
consequence of theoretical and technological BPM evolution.

Higher levels of abstraction and the process-is-software approach translate into easier ways to involve users
and managers and let them directly contribute to the definition and maintenance of orchestration rules.

transparent, solid, elastic: bpm as a backbone for organization activities

Vertical/traditional/transactional software is still very important and is not at all supposed to be replaced, but
the fundamental role of business orchestration has been or will soon be taken over by BPM.



Of course, BPM suites available today have very different maturity and few of them only partially allow us to
support a process-is-software approach within a complex BPM project. Nevertheless, the direction is clearly
defined and both vendors and customers have to be ready to follow this path switching from functional silos
thinking to a process vision.

* Authorized reproduction from “2007 BPM and Workflo w Handbook”, edited by Layna FISCHER and published
by Future Strategies Inc., FL, USA (www.futstrat.com) in cooperation with Workflow Management Coalition
(www.wfmec.org).

** Salvatore LATRONICO — openwork BPM Consultancy Dir  ector
*** Erancesco BATTISTA — openwork Marketing Dlirector




