’ -
Process-Based Business
Transformation

Todd Lohr, Practice Director

e
CONFIANCE



Enterprise
Architecture
Management

Process-Based
Business
Transformation

Service Oriented
Architecture

Process is central to
all transformation
Initiatives
Transformation
starts with a process
foundation

Technology is
additive to
accelerate results
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Business Process Management

Business process management (BPM) is a method of efficiently
aligning an organization with the wants and needs of clients. It is a
holistic management approach that promotes business effectiveness
and efficiency while striving for innovation, flexibility and integration
with technology.

As organizations strive for attainment of their objectives, BPM
attempts to continuously improve processes - the process to define,
measure and improve your processes — a ‘process optimization'
process. Can include complimentary disciplines such as Six Sigma
and Lean.
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BPM — Key Points

BPM starts with Business

BPM can be both Strategic and Tactical
— Strategic as a holistic management approach
— Tactical as a process improvement methodology

Technology is an enabler of BPM, tools enable process-
based transformation but tools alone will not deliver
process results
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Enterprise Architecture

« Effective management and exploitation of information through
IT Is the key to business success, and the indispensable
means to achieving competitive advantage. An enterprise
architecture addresses this need, by providing a strategic
context for the evolution of the IT system in response to the
constantly changing needs of the business environment.

An enterprise architecture (EA) is a rigorous description of
the structure of an enterprise, which comprise enterprise
components, the externally visible properties of those
components, and the relationships between them. This
description is comprehensive, including enterprise goals,
business process, roles, organizational structures,
organizational behaviors, business information, software

information, software applications and computer systems. ‘o=
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Service-Oriented Architecture

Today’s competitive environment requires businesses to
flexible, which means that organizations must be able to
effectively execute to rapidly changing strategy. The key to
successful execution lies in its processes being flexible, the
supporting applications and infrastructure need to change
dynamically and rapidly. SOA provides this agility.

Service-oriented architecture (SOA) is a flexible set of
design principles used during the phases of systems
development and integration in computing. A system based on
a SOA architecture will package functionality as a suite of
Interoperable services that can be used within multiple
separate systems from several business domains.
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Process-Based Business Transformation

« Many initiatives only realize a
portion of the potential value

By focusing on our processes,
we have the potential to
uncover tremendous value that
lies beneath the surface

A process-focus is key to dive
beneath our current line of site
and fundamentally change the
way we do business
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Processes are Key to Driving Business Results

We know why we work — defined financial and customer metrics

Do we know how we work? Do we know how work get done across the enterprise?
Is it articulated & documented? Is it understood by everyone? Is it as efficient as it
can be? Are our processes agile — can we change fast enough to keep up with
market changes?

Do we know how to drive value (shareholder & customer) from the way we work?
Can we identify problems with our processes and ways of sustainably fixing them?

How do we know the “how” is going to give us the “why™? Do we know what to fix
with our processes to drive the most value to the things that matter?

Shareholders & Customers - we work

Do we know the relationship between the “why” and the “how” are related?

The Enterprise - we work
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Tying Process to Results

Shareholders & Customers - Why we work

e Financial Drivers - Deliver Shareholder Value
&/ Customer Metrics — Delight the Customer
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9 Process Metrics — define how the work gets done and drive
-, financial drivers

Processes — Where the work gets done and
is measured by Process metrics
9 The Enterprise - How we work
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CONFIANCE

0 2
S0
n O
o X
€3
© 3
7))

39
S
90
O L
Iag
| .

Q3




Why Process?

« The business priority "improving business processes"
has been the No. 1 business expectation of IT since its
Introduction to the CIO Agenda survey in 2005. In 2009,
more than 57 percent of ClO’s reported this as one of their
top five business expectations. "It's time for CIO’s to
develop business process improvement capabilities as part

of the core of IT. This will enable them to respond to
executive expectations that see business processes as
Important to business performance, as closely associated

with application systems and as a responsibility of the CIO
and IT

— Gartner CIO Survey

“'o.‘__.—-—-'—
CONFIANCE




Why Process?

By aligning processes to the true needs of the
organization we achieve:
* Improved process Efficiency

— Improved visibility into key process metrics helps identify
losses due to manual effort, poor hand-offs between
departments and inability to monitor overall progress

* Improved Effectiveness

— BPM helps define the optimal process and enables
standardizing it across the organization (One Language —
Multiple Dialects)

* Improved Agility

— BPM enables process changes to be implemented rapidly

while maintaining control
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Results of BPM Efforts

Process Cuality

Cost Reductions

Continuous Process Improvement
Customer Satisfaction

Business Agility

Improved Customer Experience
SOAModernization

Business Transformation
Business User Empowerment

IT Ability to Change Processes

a0 40 a0
Percentage of Respondents

J2008 BPM Adoption SuneyMN =313 2008 BPMSummit Surveys N = 90

Based on 2009 Gartner Summit Survey
.../—'_
P~
CONFIANCE




Bridging the Gap

By Definition the concept of process
transformation i1Is enormous and can be

overwhelming in today’s large, complex
organizations

Difficulty selling the vision
Trying to be all things to all people
Don’'t know where to start

How do we Bridge the gap to Business Process
Realization?
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e Capture high-
level
stakeholder
Requirements

e Define Process
Goals &
Obijectives

e Align to Overall
Corporate
Goals and
Objectives

e Establish
Leadership Plan

e Assess Process
Maturity

Establish Process Infrastructure

e Create
supporting
process
organization

e Establish
process teams

e Create Business
Process
Competency
Center

e Establish
metrics and
create process
scorecards

The Path to Process

Create the Roadmap

e Create
Enterprise
process model

e Create the
enterprise
capability
(enabling)
roadmap

¢ Create process
area roadmaps

Deliver BPM

* Begin to
execute the
roadmap for
the first process
area

e Manage
continuous
improvement
through
process teams
and BPCC
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Assess Organizational Readiness

* Are we ready to begin bridging the gap?
 Who are our stakeholders, what do they want?

What are our goals and objectives for BPM?
mmediate? Long-term?

How do we align to our corporate strategy?

Do we have leadership buy-in? The Leadership
Development plan

What is our current Process Maturity?
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Process Maturity

Process Maturity provides a methodology to assess the
ability of our processes to provide optimized
performance to the business

More mature process capabilities will drive enhanced
business results

Process Maturity provides the framework for establish
our process structure and guides development of our
roadmap

The process maturity framework reviewed here is based
on the Process Enterprise Maturity Model (PEMM)
developed by Michael Hammer
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Process Maturity

Process Maturity can be viewed on two-
dimensions:

Process Enablers — maturity of our individual processes to drive
process transformation within our business areas

Enterprise Capabilities — foundational requirements across the
enterprise to enable successful process transformation within our
processes

Enterprise Capabilities

Process Process Process Process Process
Enablers Enablers NEJES Enablers Enablers

e
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Prerequisites of Process

« Effective process organizations require capabilities within the
enterprise to sustain their efforts
These are the things that as an enterprise need to be in place to
sustain process transformation and are the responsibility of the
central Process Competency Center driven through the Process
Owners

« The Enterprise Capabilities are:
— Leadership
to authorize and enable the effort

— Culture

a value system receptive to what process entails
— EXxpertise

capability to plan and execute process transformation
— Governance

a system to manage the effort and ensure it doesn'’t fall apart
B
Source: Hammer CO N FlANCE




Process Enterprise Capabillities

 Fitting them together

\

ulture overnance W
enables informs

e
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Enterprise Capabillities - Key Aspects

* Leadership « (GGovernance
— Knowledge — Process Model
— Alignment — Accountability
— Behaviors — Integration
— Style

e Culture * EXpertise
— Teamwork — Personnel
— Customers — Methodology
— Responsibility
— Change

e
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Process Enablers

Process enablers are required for each process for
sustained performance

These are the things that each process team needs to

focus on for their respective process
— Design
specification of how the work is performed
Metrics
used to assess and assure performance
Owner
required to manage E2E view of the process
Performers
knowledgeable users to ensure execution
Infrastructure
required supporting mechanisms

e
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Establish Process Infrastructure

To drive process transformation, an infrastructure -
needs to be created to support the effort

The process structure is required at the individual
process level as well as the enterprise level (remember
our maturity model)

The centralized process support area (business

process competency center, center of excellence,
Process PMO, etc.) is responsible for driving enterprise
capabilities and the overall process program

Each process team is responsible for driving individual
process maturity through the coordination and support
of the centralized team

“'o.‘__.—-—-'—
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Establish Process Governance

Process Governance is
broad and all -
encompassing concept
that can include many
strategic and tactical
concepts

PTo ess
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Process Infrastructure
To enable process maturity, a supporting organization and

roles need to be established L DT e e
) — driving enterprise maturity

Established for each process areato
— drive process maturity

. chairs
appoints

informs .
Sits on

2

ouse: Q)

A

directs

N (/ \
oversees,

coordinates,
enables

e
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Enterprise Roles & Responsibllities

* Process Level: Process Owners and Process Team
Responsible for new process and its implementation

Creates, designs, coordinates implementation, acts as process-
level program manager

Implementation achieved via large number of projects
Responsible for advancing process
Process owner has accountability
Design and implementation
« Enterprise Level: Chief Process Officer and BPCC
— Responsible for enterprise process model and its maintenance
Development of plan for advancing enterprise capabilities
Control tower for implementation
Enterprise-level program manager
Responsible for cross-process integration (E2E) o
CONFIANCE




The BPCC

Integral, and often the first step in establishing a program for process
transformation is the Business Process Competency Center

The BPCC acts as an internal consultancy and offers a "one-stop shop"
that provides services to multiple BPM projects, programs and/or
Initiatives. The BPCC implements the guidelines, standards and tools,
and it provides services that enable the enterprise to progress with and
adopt BPM.

Business Process
Competency Center

Process Services Tools and Process Assets Transformation Services

Modeling

Architecture Change Management

Metrics -
: Models Communications 2
Business Cases o
-

Documentation

Source: Gartner CON F IAN C E
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BPCC Responsibllities

Define & Develop Enterprise BPM Goals & Strategies

Conduct Enterprise BPM maturity assessments & manage growth plans
Define BPM Roadmap & manager towards delivery

Provide BPM Services (process documentation, facilitation, analysis)
Govern BPM Initiatives & Manage overall delivery of BPM

Define and develop BPM skill sets through training definition and

development

Develop and manage BPM execution capabilities (methods, tools,
technologies)

Define and Manage BPM Marketing plan (capabilities, successes,
organization)

Define & Manage the processes used to manage “process” — Process
Governance

Set standards for process modeling / methodology
Select & manage BPM enabling technologies - —
CONFIANCE




Benefits of a BPCC

Enterprise coordination of approach, tools, methodology,
deliverables

Process coordination across process teams

Provides support and training to process teams to further
their development

Reduces project redundancies early in the discovery
cycle

Provides input to prioritizing and sequencing steps in the
strategic planning process by understanding and ranking
process and organizational components of initiatives

4;.0""”-—
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Create the Roadmap

« Establish an Enterprise Process Model

* Create a Roadmap for each process area
as well as the enterprise

« Our Roadmap consists of:

Cleary defined goals and objectives
(Where are we going? What’s our destination?)

Stakeholder Analysis
(Who's along for the ride)
Defined Activities
(What is the sequence of activities? What are the Directions?)
Enablers
(What do we need to support the above? What are our tools? What kind of car do we
have? Who's driving?)
Multiple Views
(What is the roadmap for the enterprise, for each business area? What are the
directions for our entire trip? What are the directions for a leg of the trip? )
Strategic Alignment
(Are we aligned to our organizations strategy? Do we have the same destination?)
Scorecard
(Measure success against key indicators, How do we know if we are making good time?) '0.,.-—-"”
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The EPM

L vengwesocesses

Core Processes

The EPMis...

« The basis for your process organization (process teams)

* The basis for your process measurement (process scorecards)
 The process areas that you will address (roadmap sequencing)

Use reference architectures as a starting point —
CONFIANCE




Reference Architectures

VCG - Value Chain Group
— Value Reference Model

APQC — American
Productivity & Quality
Center

— Process Classification
Framework

Supply Chain Council

— Supply Chain Operations
Reference model

//;Eam NG PROCESSES\

1.0 2.0 3.0 4.0 50
Develop Develop Market Deliver Manage
Vision and Manage and Sell Products Customer

and Products and Products and and Service
Strategy Services Services Services

\

MAMNAGEMENT AND SUPPORT PROCESSES

6.0 Develop and Manage Human Capital
7.0 Manage Information Technalogy
8.0 Manage Financial Resources
9.0 Acquire. Construct, and Manage Property
Manage Environmental Health and Safety (EHS)
11.0 Manage External Relationships

1 2{) Manage Km:m'\'|e=:|g|3P |rr1prc|verner1t, and Change
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Managing Processes

I'-,X

Develop Vision and §
Strategy ?

e

M anage "
Emvironmental Health
and Safety (EHS) i

4

&
Manage External B
Relationships

£

\

Manage Knowledge,
Improvement, and
Change

A
A |

o

|

-.\ ‘

Core Processes

Develop and Manage
Products and
Sendces

i

B

Market and Sell
Products and
Sendces

&
§

Deliver Products and
Sendces

|

|

Concepts in Action

s
£

M anage Customer
Sendce

) |

Enahbling Processes

Develop and Manage
Human Capital

Manage Information
Technology

/

ot
A

s

.

\

Y
/}

Manage Financial
Resources

Acquire, Construct,
and Manage Property

Recommendation: leverage technology
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Process Area Roadmap

Due to the size of the effort, BPM realization can’t be achieved overnight. To
continuously deliver value in an organization, BPM should be addressed
piecemeal with an initially limited scope. Success can be built on over time. The
Roadmap should include the entire organization but each group will be
addressed over time with a roadmap that can be reused and redefined from
lessons learned.

Focus areas as defined
by EPM (Enterprise
Process Model)

/ rategic Assessmen
Deftine Process Landscape
Detine Process Improvement Roadmap & Execute
Stablis ontinuous Improvement Framewor
=
® ’..-—""
_“.
33
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Strategic Assessment

4 in cOnjuncHOR with ~The Pro ees Audi- iammer (B April 2001, Reprin A IOLH. . D .
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Key Activities

Perform stakeholder analysis for area, who are the stakeholders, what do they
want, where are we going, how do we measure success

Assess current maturity level for the area based on the Process and Enterprise
Maturity Model (PEMM)

— Process Enablers: Design,
Performers, Owner,
Infrastructure, Metrics
Assess PEMM score and identify areas for
for improvement

4;.0""”-—
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Define Process Landscape

Key Activities
Define the high-level process landscape (executive and strategic tiers)

For the defined process landscape, capture high-level VOC, pain points
metrics

Evaluate applicable reference frameworks, e.g. APQC to facilitate
process documentation

Define a To-Be high level process view
Evaluate As-Is against To-Be

;..,...——-f
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Define Improvement Roadmap & Execute

Key Activities

Utilize magic quadrants and spider diagrams to assess improvement
areas (process-based) and focus efforts

Assess outputs of strategy session, as-is, to-be landscape and
PEMM to focus additional opportunities

Quantify improvement opportunities and communicate value
proposition
Create 6 — 12 month roadmap of initiatives based upon prioritization

Begin to execute against roadmap, utilizing process improvement
framework and methodologies

“'o.‘__.—-—-'—
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Establish Continuous Improvement

—

Framework

Key Activities

BPCC to equip process teams with tools and methodologies for process
improvement

Establish a governance strategy to ensure continuous process improvement
Establish organization, roles, responsibilities to ensure successful governance
Establish key metrics to be managed towards

Define intervals of process maturity assessment

Build the “toolbox” and equip the organization

e
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Process Improvement Approach

. e |dentify

Stakeholders

e |dentify Success
Factors

¢ |dentify key
metrics

e |dentify scope

e Finalize &
document
approach

. e Map as-is

processes,
organizations,
applications,
data, and
product views

Capture key
operating
metrics
Capture and
analyze pain
points
throughout
architectural
views

«u‘;d-‘ 1E{eg i 18

. ePerform

gualitative and
quantitative
analysis
e|dentify
opportunities
Create the to-be
views
eValidate the to-
be with
simulation
e\Workshop the
to-be with key
stakeholders

. ePerform Gap

analysis
eCalculate initial
ROI,
implementation
metrics

eCreate process-
driven

requirements
eCreate
implementation
plan

J

Process Controlling

T

 ARISPPM J
Process Warehouse

e
CONFIANCE




Process-Based Methodology

* Analysis can be done for based on different “views”

« Approach is designed around walking the process and
then assessing the different views associated to the
process

Organization

e
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Methodology

Process Analysis

(A RISRE S

BEES

1. Create as-is process and related objects, pain points

2 Analyze process flow through the organization, fragmentation, automation, level of standardization
3. Capture as-is process KPI's and metrics

4 Simulate process for baseline

Application Analysis

1. Create & analyze application inventories and application flow diagrams
2. Number of systems, information flow, fragmentation

3. Capture pain points related to applications

4., Collect key application metrics, e.g. response time,

Data Analysis

1. Create logical data models
2. Analyze data for number of clusters, storage of data, duplication, fragmentation
3. Capture data pain points

Organization Analysis

1. Create organizational views in ARIS

2. Analyze organization for hierarchies, organizational responsibilities, fragmentation, organizational breaks, employee
staffing, employee utilization

3. Capture organization pain points

Product / Service Analysis

1. Create product / service models
2. Analyze product types, product quantities, product differentiation
3. Capture product pain points

;..,...——-f
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Key Activities
Define and Develop Enterprise BPM Goals
& Strategies

Provide BPM Services (process
documentation, facilitation, analysis)

Govern BPM Initiatives

Define and develop BPM skill sets
Manage BPM resource requirements
Manage overall delivery of BPM initiatives

Conduct Enterprise BPM maturity
assessments

Develop and manage BPM execution
capabilities (methods, tools, technologies)

Define and Manage BPM Marketing plan
(capabilities, successes, organization)

e
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Putting it Together

2011 2012

Process 1 Process 2 Process 3 Process 4

Key Points

Effort described for each area is to establish a BPM framework, not to execute all BPM
activities

BPM in itself is a methodology for continuous improvement, a journey not a destination
Enterprise enablers (The BPCC) are required to support BPM Activities




Not a linear checklist

BPM is a journey not a destination
Start Tactically

Build toward Strategic goals
Efforts should be iterative

Apply lessons learned

Use the EPM as a guide,
completing one piece at a time

Deliver BPM




Where do we Start?

Look to the EPM

Create prioritization scores for each process area
Rank each area based on scores

Ranking will be important for Roadmap Sequencing

Ease of Implementation Business Value Stakeholder Alignment Strategic Alignment

Score Weighting |Score Weighting |Score Weighting |Score Weighting

Process 1

Process 2
Process 3
Process 4

Process 5

Process 6

’.*”“’Ji 7
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Think Stractical

Stractical BPM - Tactical process efforts to enable strategic
opportunities. BPM as a management strategy Is
strategic in nature. However, companies often struggle
trying to deliver the entire BPM vision. For Business
Process Realization, companies should:

— Develop a Roadmap for BPM activities

— Focus initially on the tactical to deliver value while
building toward the strategic

— Enable the organization through a Center of
Excellence

4;.0""”-—
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QUESTIONS?

Todd Lohr
tlohr@confiancegroup.com

www.confinacegroup.com
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Potential Workshops

Business model / transformation — about more than process?
Maturity Models

Governance structure / model

Where do you start Operations or Technology

Services Model vs. manufacturing model

EPM — why doesn’t everyone have one — how to you create and
gather support

Using Reference models (SCOR ,APQC)
Tools — technology showcase, BPA vs. BPMS
. Methodology / toolbox
10. Quantifying results
11. Developing Leadership — enterprise capabilities
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