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Part 1—Business Process Management and IT
Chapter 1: Introduction to Business Process Management

Business Processes
Business process is a set of steps of the process or activities that you and the personnel 
providing services perform to complete the transaction.

A business process comprises a combination of number of such independent or 
interdependent processes as: 

◘◘ Developing new product 
◘◘ Customer order processing 
◘◘ Bill payment system

Overview of Business Processes and Process Flow

Business Process Flow 
◘◘ A business process flow is a prescribed sequence of work steps. 
◘◘ It is performed in order to produce a desired result for the organization. 

Accounting Cycle
◘◘ Accounting covers the business processes involved in recording and processing 

accounting events of a company.
◘◘ It begins when a transaction occurs and ends with its inclusion in the financial 

statements.

Sales Cycle 
◘◘ Order to Cash (OTC or O2C) covers all the business processes relating to fulfilling 

customer requests for goods or services. 
◘◘ It involves transactional flow of data from the initial point of documenting a customer 

order to the final point of collecting the cash.

Purchase Cycle 
◘◘ Procure to pay (purchase to pay or P2P) cycle covers all the business processes relating to 

obtaining raw materials required for production of a product or for providing a service. 
◘◘ It involves the transactional flow of data from the point of placing an order with a 

vendor to the point of payment to the vendor.

Classification of Business Processes 

a. The business strategy  ed. It describes 
company’s long-term concepts to develop a sustainable competitive 
advantage in the market. Example: Cost leadership for products in 
a certain domain.

b. Business strategy is broken down to operational goals. These goals 
can be organized, so that each goal can be divided into a set of 
sub-goals. Example: Reducing the cost for supplied materials is a 
goal that contributes to the realization of the Cost leadership for 
products.

c. Organizational business processes are high-level processes that are 
 ed in textual form by their inputs, their outputs, their 

expected results, and their dependencies on other organizational 
business processes. These business processes act as supplier or 
consumer processes. Example: Managing incoming raw materials 
provided by a set of suppliers.

d. Multiple operational business processes contribute in the creation 
and successful implementation of one organizational business 
process. In operational business processes, the activities and their 

 ed, but implementation aspects of the 
business process are disregarded. Operational business processes 

 ed by business process models.

e. Operational Business Processes are the basis for developing 
implemented business processes. Implemented business processes 
contain information on the execution of the process activities and 
the technical and organizational environment in which they will be 
executed.

Bussiness Strategy

Organizational
Business Processes

Operational
Business Processes

Implemented
Business Processes

Goals

detenmines

detenmines

detenmines

detenmines

realize

realize

realize

realize
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What is Process Management?
Process management involves concerted efforts to map, improve, and adhere to 
organizational processes.
Steps to manage a process:

i.	 To define the steps (tasks) in the process. 
ii.	 To map the tasks to the roles involved in the process. 
iii.	 To implement the steps (tasks) in the process. 
iv.	 To establish performance measures to improve the process.
v.	 To set up the organizational

Business Process Management (BPM)
What is BPM?  BPM is a set of functions in a certain sequence that, at the end, delivers 
value for an internal or external customer. 
BPM is a methodology used by the enterprises to improve end-to-end business processes.

Objectives of BPM
◘◘ To evaluate the efficacy and usefulness of business processes
◘◘ To constantly analyze
◘◘ To assess the usefulness of these processes

Benefits of using Techniques for BPM
i.	 Effectiveness gains for enterprises
ii.	 Creation of basic operational value proposition
iii.	 Revenue growth

Benefits of Using Techniques for BPM 
i.	 Effectiveness gains for enterprises 
ii.	 Creation of basic operational value 

proposition 

iii.	 Revenue growth
iv.	 Process improvements 
v.	 Goal fulfillment

BPM Principles 
i.	 Processes are assets 
ii.	 Processes produce consistent value to customers 
iii.	 Continuous improvement of processes 
iv.	 Role of IT

BPM Practices
i.	 Strive for process-oriented organizational structure. 
ii.	 Appoint process owners. 
iii.	 Senior management needs to commit and drive BPM. 
iv.	 Execution of BPM process improvements should take a bottom-up approach. 
v.	 Put in place information technology systems to monitor, control, analyze, and improve 

processes. 
vi.	 Work collaboratively with business partners on cross-organizational business processes. 
vii.	Continuously train the workforce and continuously improve business processes. 
viii. Align employee bonuses and rewards to business process performance. 
ix.	 Utilize both incremental (e.g., Six Sigma) and more radical (e.g., BPR) methodologies 

to implement process improvement.
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Phases of Business Process Management-Life cycle

Optimization and 
Evaluation

Process Mining
Business Activity Monitoring

Design
Business Process

Identification and
Modeling

Optimization 
and Evaluation

Implementation

Run and 
Monitor

Design and  
Analysis

Implementation
System Selection
Implementation

Test and Deployment

Analysis
Validation 
Simulation 

Vertification

Administration 
and 

Stakeholders

Run and 
Moniter
Operation 

Monitoring 
Maintenance

Theories of Process Management

Six Sigma
Six Sigma is a highly disciplined process that helps us focus on developing and delivering 
near-perfect products and services.

Six Sigma has its base in the concept of probability and normal distribution in statistics. 
Six Sigma strives that 99.99966% of products manufactured are defect free.

It also follows a life-cycle having phases: Define, Measure, Analyze, Improve and 
Control (or DMAIC)

Total Quality Management (TQM)
Total Quality Management (TQM) is a people-focused management system that aims at 
continual increase in customer satisfaction at continually lower real cost.

Business Process Reengineering 
A business process comprises a combination of number of such independent or 
interdependent processes as: 

◘◘ Developing new product 
◘◘ Customer order processing 

◘◘ Bill payment system

Reengineering: The complete rethinking, reinventing and redesigning of how a business or 
set of activities operate. 
BPR: Business Process Reengineering (BPR) involves fundamental rethinking and 
radical redesigning of a business process so that a company can create best value for the 
customer by eliminating barriers that create distance between employees and customers. 

BPR Success Factors
i.	 Organization wide commitment
i. 	 Organization wide commitment 
ii. 	 BPR team composition 
iii. 	Business needs analysis 

iv. 	 Adequate IT infrastructure 
v. 	 Effective change management 
vi. 	Ongoing continuous improvement
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Chapter 2: Business Process Management (BPM) 
Implementation and Role of IT

Need for a BPM Implementation
a.	 To create the long-term future positioning of the business and enhance its future capability. 
b.	 To create short-term cost effectiveness and improvement to current customer service. 
c.	 To initiate continuous improvement from the base of the current, but improved, 

processes. 
d.	 To introduce a knowledge of product and customer profitability. e. To re-engineer the 

business radically and provide clear future competitive differentiation. 
f.	 To address the cultural barriers that prevent effective cross-functional and hierarchical working. 
g.	 To introduce leadership and a role for managers and empowered staff.

How does BPM lead to success?
The volume of work and the complexity of the business process demand that organizations 
look for possible IT applications to support and automate their processes.
a.	 Enterprise Content Management (ECM) system
b.	 Customer Relation Management (CRM) system
c.	 Enterprise Resource Planning (ERP) system
	 Active Design + Optimal Add Value +Integrated Networking = Success

What is Business Process Automation (BPA)?
“A business process is a set of activities or strategies to automate business processes so 
as to bring benefit to enterprise in terms of cost, time and effort.”
Business Process Automation (BPA): Removing the human element from existing business 
processes by automating the repetitive or standardized process components.

The Key Benefits of Business Process Automation
i.	 Improved Efficiency
ii.	 Better Process Control
iii.	 Improved customer service
iv.	 Flexibility

v.	 Business process improvement
vi.	 Improved procedures
vii.	Improved assignments

Automation of the Functional Units

Functional areas: in an organization are based on the functional capabilities, viz; 
sales, marketing, Supply chain, customer service, finance, production, research and 
development and human resource.
Automation of functional units: means the automation of all the functional areas involved 
in day to day business transactions or business processes.

Sales
Marketing Delivery

Application Logic

of CRM System

Application Logic

of SCM System

Application Logic

of ERP System

CRM

Database

SCM

Database

ERP

Database

Organization/ Business

Customer
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Enterprise Business Systems: End-to-end Customer Processes/End to end Business Process
There are numerous internal processes that form an internal supply chain, which relate to 
the end-to-end process of the organization.

◘◘ Sales – please treat me as one single client 
◘◘ Marketing – what product or service do you have to offer? 
◘◘ Delivery – please provide the product or service as quickly as possible.

BPM automation is also about a new way of working, monitoring and managing the 
organization, which could result in a new organizational structure. Refer to figure 2.4 for a 
better understanding of the end-to-end customer processes adopted by an organization.

Challenges in Implementing BPA
i.	 The number of interfaces with the customers is growing (e.g. phone, fax, email, SMS, 

PDA, etc.) 
ii.	 The product, service and price options have increased the complexity of the business 
iii.	 Most organizations have a whole suite of ‘build and buy’ systems and applications, 

often each with its own data format 
iv.	 Budgets are being cut.

BPM Technology
BPM works as a bridge between the IT and business. 

BPM provides an independent process layer, linking the various independent 
applications needed to execute a single end-to-end business process. 

BPM = process and organization (including people) as well as technology

Components of BPM suit
(i)	 Process engine 
(ii)	Business analytics  

(iii)	 Content management 
(iv)	 Collaboration tools 

Value Chain Automation
Value Chain: Viewing a firm as a series, chain, or network of basic activities that adds 
value to its products and services and thus adds a margin of value to the firm. 

Value chain of an organization consist of: 
	 (i) Primary activity and (ii) Support activity 
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Administrative Accounting, Financial management, Legal

Procurement  cation

Inbound logistics
Receiving and 
warehousing 
materials, 
Inventory control, 
Transportation, 
Scheduling to 
manufacture,
Quality control

Operation
Manufacturing, 
Packaging, Production 
control, 
Quality control, 
Maintenance

Outbound Logistics
Finishing goods, Order 
handling, Dispatch, 
Delivery, Invoicing

Sales & Marketing
Customer 
management, Order 
taking, Promotion, 
Sales analysis, Market 
research

Servicing
Warranty, 
Maintenance, 
Education and 
training, 
Upgrades

=
Value added 

less (–) 
Cost

Human Resource   planning,
Management HSE (health, safety and environment)

Product & Technology Product and process design, Production engineering,
Development Market testing, R&D
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What is Information System? 
A set of people, procedures, and resources that collects, transforms, and disseminates 
information in an organization. A system that accepts data resources as input and 
processes them into information products as output. 

Accounting Information System
Information systems that record and report business transactions and the flow of funds 
through an organization, and then produce financial statements. These statements 
provide information for the planning and control of business operations, as well as for 
legal and historical recordkeeping.

Step I
Step II

Step III

Users of accounting information
Internal: Owners, managers, employees
External: Customers, creditors, government

Processing Cycles of an Accounts BPM 
i.	 Financing Cycle – It provides a clear view of firm’s processing framework and involves 

activities of obtaining necessary funds to run the organization, repay creditors, and 
distribute profits to investors.

ii.	 Revenue Cycle – It involves activities of selling goods or services and collecting 
payment for sales. 

iii.	 Expenditure Cycle - It involves activities of buying and paying for goods or services 
used by the organization. 

iv.	 Human Resource Cycle/Payroll Cycle – It involves activities of hiring and paying 
employees. 
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v.	 Production Cycle – It involves the recurring set of business activities and related 
data processing operations associated with the manufacturers of products including 
activities like converting raw materials and labour into finished goods.

vi.	 General Ledger and Reporting System: This involves the information processing 
operations involved in updating the general ledger and preparing reports that 
summarize the results of an organization’s activities. 

vii.	Data Processing Cycle: The Data Processing Cycle consists of following basic steps 
with alerts, controls and feedback at each step:
•	 ata input –
•	 Data storage –

•	 Data processing –
•	 Information output –

Funds

Funds

Funds
Data Data

DataData

Data
Labor

Expenditure Cycle Human Resource Cycle

Production CycleRevenue Cycle
Finished
Goods

Raw Materials

Financing Cycle

Information for

both internal and

external users
General Ledger and Reporting System

Benefits of BPMS
◘◘ Automating repetitive business processes. 
◘◘ BPMS works by ‘loosely coupling’ with a company’s existing applications. 
◘◘ Operational savings. 
◘◘ Reduction in the administration involved in compliance and ISO Activities. 
◘◘ Freeing-up of employee time. 
◘◘ Greater company agility. 
◘◘ Higher customer satisfaction levels.

Business Risks of failure of IT
Superficial or deficient executive involvement; deficient project management; breakdown 
in gap analysis; limited options for customization of the BPM software; too complicated 
to be customized; failure to identify future business needs; inadequate assessment of the 
need for change management etc.
Some of the other reasons for failure of BPMS include:
i.	 Superficial or deficient executive involvement 
ii.	 Deficient project management 
iii.	 Breakdown in gap analysis 
iv.	 Limited options for customization of the BPM software is required 
v.	 Not flexible enough or too complicated to be customized to meet the precise workflow 

and business process.
vi.	 Failure to identify future business needs 
vii.	Inadequate assessment of the need for change management 
viii. Persistent compatibility problems with the diverse legacy systems of the partners. 
ix.	 Resources not available when desirable 
x.	 Software fails to meet business needs 
xi.	 System may be over-engineered when compared to the actual requirements. 
xii.	Technological obsolescence.
Information as a Business Asset
Information becomes an asset for an organization if it is useful, digital, accessible, relevant, 
accurate, trust-worthy, searchable, understandable, spatially enabled and shareable at the 
time when required. 
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Chapter 3: Business Process Mapping Systems

Business process mapping takes a specific objective and helps to measure and compare 
that objective alongside the entire organization’s objectives to make sure that all processes 
are aligned with the company’s values and capabilities. techniques for mapping business 
processes are:
A. 	 Entity Relationship Diagrams 
B. 	 Data Flow Diagrams 
C. 	 Systems Flow diagrams 
D. 	 System outline charts 
E. 	 Decision Trees/Tables

Entity Relationship Diagrams 
An entity-relationship (ER) diagram is a graphical representation of entities and their 
relationships to each other. It is typically used in computing in regard to the organization 
of data within databases or information systems.

Entity: 
◘◘ Rectangular Boxes are commonly used to represent entities. 
◘◘ An entity is a piece of data-an object or concept about which data is stored. 
◘◘ An entity may be a ‘physical object’ such as a house or a car, an ‘event’ such as a house 

sale or a car service, or ‘concept’ such as a customer transaction or order.

Relationship:
◘◘ A relationship is how the data is shared between entities. 
◘◘ It specifies the relations among entities from two or more entities. 
◘◘ Example: Instructor teaches Class or Student attends Class. Most relationships can also 

be stated inversely as ‘Class is taught by Instructor’.

Attributes:
◘◘ Diamonds are normally used to represent relationships. 
◘◘ Ovals are used to represent attributes. 
◘◘ Attributes are common properties of the entities in any entity set.

One-to-One
One instance of an entity (A) is associated 
with one other instance of another entity (B). 
Example: In a database of employees, each 
employee name (A) is associated with only 
one social security number (B).

A B

One-to-Many
One instance of an entity (A) is associated 
with zero, one or many instances of another 
entity (B), but for one instance of entity B 
there is only one instance of entity A. 
Example: For a company with all employees 
working in one building, the building 
name (A) is associated with many different 
employees (B), but those employees all share 
the same singular association with entity A.

A

B

BB

▭

◊
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Many-to-Many
One instance of an entity (A) is associated 
with one, zero or many instances of another 
entity (B), and one instance of entity B is 
associated with one, zero or many instances 
of entity A. 
Example: For a company in which all of its 
employees work on multiple projects, each 
instance of an employee (A) is associated 
with many instances of a project (B), and at 
the same time, each instance of a project (B) 
has multiple employees (A) associated with it.

A

B

A

B

A

B

Types of Relationships

Customer-name Customer-street Loan-number Amount

Customer-id Customer-city

Customer
Borrower

(Bank)
Loan

City Discount

Customers Requests Orders

ID

Quantity

Name Order No.
month

Rupees

city

Ships Products

quantity price

Product ID

Product

name

(0,1) (0,1) (0,N)
(1,1)

(1,1)(0,1)(1,1)

(1,1)

(1,1)

(0,1)

(0,1)

(0,1)

(0,1) (0,1)

(0,1)(1,1)

(0,N)

Data Flow Diagrams

Data Flow Diagram (DFD)
Data flow diagram (DFD) is a graphical representation of the flow of data through an 
information system.

Symbol Name NameSymbol

External entity (a source of

destination of data).

Process, or operation, that

changes the content or

status of data.

Data store

Data flow
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Types of DFDs
i.	 Logical Data Flow Diagram 
ii.	 Physical Data Flow Diagram

Flowchart 
A flowchart is a graphical representation of an algorithm.

Types of Flow Charts
a. 	 System Outline Chart: System Outline Charts merely list the inputs, file processed 

and the outputs without considering their sequence. 
b. 	 System Flow Chart:  System Flow Charts are designed to present an overview of data 

flow through all parts of a computer 
c. 	 Run Flow Charts: Run Flow Charts are prepared from the Systems Flowchart and 

show the reference of computer operations to be performed. 
d. 	 Program Flow Chart: Program Flowcharts are diagrammatic representation of the 

data processing steps to be performed within a computer program.

Flowchart Data Flow Diagram

Flow chart presents steps to complete a process. DFD presents the flow of data.

Flow charts do not have any input from or 
output to an external source.

DFD describes the path of data from an external 
source to internal source or vice versa.

The timing and sequence of the process is 
aptly shown by a flowchart.

Whether processing of data is taking place in a 
particular order or several processes are taking 
place simultaneously is described by a DFD.

Flow chart shows how to make a system function. DFD define the functionality of a system.

Flow chart are used in designing a process. DFD are used to describe the path of data 
that will complete that process.

Types of Flow charts – System, Data, 
Document and Program.

Types of DFD – physical data flow and logical 
data flow.












