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Strengthening Your Organization with Business Activity Monitoring

Today's companies need to
be quicker, more agile, and
more efficiently productive
than ever in order to remain
competitive regionally,
nationally, and globally.

Introduction

As our economy stretches, technology continues to play a key role in determining success
or failure in the marketplace. And as business processes become tied to computerized
business systems, organizations are well-positioned to leverage that technology.

A perfect example of that trend is the rise of Business Activity Monitoring software.

Business Activity Monitoring, or BAM for short, is a term that was coined by Gartner
analysts to describe software that monitors designated business processes that are
managed by computerized business systems, such as Enterprise Resource Planning (ERP)
systems or Business Process Management (BPM) systems. BAM allows organizations to
monitor and react to key aspects of their business in real-time. This ability to anticipate
the multitude of twists and turns that exist within modern business dynamics helps
organizations reduce the latency period between the occurrence of an important
business event or anomalous business transaction and the appropriate reaction that
is required to resolve the issue quickly and competently.

The need for BAM, or Exception Management as it is sometimes called, has arisen

out of the competitive pressure of a dynamic, fast-paced, and globalized economy that
requires organizations to leverage information and technology to achieve higher levels
of worker value and productivity. Today’s companies need to be quicker, more agile,
and more efficiently productive than ever in order to remain competitive regionally,
nationally, and globally.

This paper will explore how Business Activity Monitoring solutions can help organizations
build a flexible, responsive, customer-centric strategy, as well as the ways in which
BAM adds value to organizations by providing a platform to achieve higher levels of
productivity, operational efficiency, and business clarity.

BAM Overview

Information is often one of a company’s greatest and most important assets. It can

tell the story of the business, revealing hints of future performance with thorough
analysis of past performance. But when information is poorly managed, it can prevent
the quick, actionable analysis that has become a necessity with the increased pace of
business. Technology that reveals real-time business performance by monitoring and
reacting to the flow of new information into the company’s business systems can help
filter out the non-critical noise so managers can remain focused on accomplishing their
departmental goals.

By monitoring the many transactions that are executed using computerized business
rules, BAM software effectively identifies and reports upon anomalies that occur within
the key performance indicators (KPIs) of an organization. This information is typically
delivered to decision makers in the form of a dashboard—a real-time display of several
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BAM software can be
customized to monitor and
act upon any event or process
that a company finds relevant
to the business.

performance metrics that presents a graphical representation of actual business per-
formance. The information presented within the dashboard can then be used to evaluate
the quality and integrity of the business processes that support the organization.

If the underlying business processes are not performed consistently and accurately,
BAM works behind the scenes to ensure that appropriate action is taken to correct or
realign non-conforming business activities.

BAM solutions can be deployed differently in order to address the specific needs of the
organization. By monitoring individual business transactions, then logging and report-
ing any erroneous or anomalous entries, BAM can help decision makers gain additional
insight into the functional aspects of the business. This can help identify and resolve
various problems that prevent the business from operating at peak efficiency.

BAM can also be set to function as a facilitator, quickly launching single or multiple
alerts that can be as simple as updating a database or as sophisticated as creating
individual or collaborative workflow requests in response to unique business situations.
For example, consider a customer who happens to be over their credit limit placing a
large order with your company. You may already have a documented process to deal
with issues like this, but a customer-centric organization needs to be flexible and
responsive to customer needs. Employees other than the order taker (Account Manager,
Salesperson, etc.) likely need to know about the transaction, so the decision about
whether or not to fulfill the order will be appropriately informed.

Typically, the order taker might notify his or her manager who then may need to elevate
the problem to a level of authority that can formulate an appropriate response. Modern
business systems like email or BPM can help facilitate this chain of communication,
but the process is still launched and executed by employees. This siphons time and
resources away from the business, requiring the company to seek as many internal
business processing efficiencies as possible.

BAM software can be customized to monitor and act upon any event or process that

a company finds relevant to the business. Actions can be communicated via email,
pager, or even traceable workflow requests to every resource that must be notified in
order for the corrective action to take place. Actions can even be sent with recommen-
dations about what to do in response to a triggered event and include appropriate
documents, references, or other file attachments.

In the previously presented scenario, BAM both speeds up the process dramatically
and frees up many of the supporting resources involved by proactively notifying
decision makers as the situation occurs. With immediate visibility of the issue at the
appropriate level within the organization, a unique situation can be addressed before
it turns into a problem (i.e. business from an excellent customer is refused or delayed
due to an AR oversight, potentially damaging the relationship long-term). The velocity
of business analysis is drastically improved, creating an important advantage in an
economy that identifies speed and agility as aspects of quality customer service.
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But customer-centric organizations also need to be able to leverage their relationships
as well as protect them. Many benefits of BAM are indirectly tied to higher revenue and
profit numbers, mainly due to the increases in productivity and efficiency that companies
with BAM deployments are likely to experience. But BAM can also affect a company’s
revenue number directly by uncovering opportunities with automatic actions that are
based on recent account activity levels or market trends. The point being, BAM delivers
the information that decision makers need in order to adjust strategies on the fly and
leverage emerging opportunities.

Building Business Value with BAM

Integration with other systems will often determine how effective BAM will be for

any business. Workers are challenged to continue managing the valuable tasks and
processes that move the business forward, as well as resolve daily problems that
might arise from BAM generated activities. The best way to manage the constantly
shifting priorities that can be brought about by a BAM deployment is through enterprise
software integration. The practical software blueprint of a modern manufacturing
organization now includes ERP, a workflow management engine or BPM system, a
Business Intelligence (BI) tool, and a BAM solution. Effectively tying these applications
together to support the business can establish a solid foundation for success.

Traditional ERP systems accommodate only about 15%-25% of the enterprise and
have become primarily used to support back-office data flow for financial and quantity-
based transaction processes. They have proved successful in consolidating the disparate
systems once used for accounting, manufacturing, and distribution, but have fallen
short on the promise to touch and connect the whole enterprise. BPM naturally extends
ERP to the front-office by connecting it with customer relationship management (CRM),
human resource management (HRM), document management, as well as workflow
engines and Web-enabled customer and supplier-facing supply chain tools. This
allows businesses to leverage information and control processes that extend across
the enterprise and beyond, into the realm of customers, partners, vendors, and other
business associates.

For example, enterprise integration means that sales resources can provide more
realistic expectations and higher pre-sales service levels to the customer during the
initial quoting process because they now have the ability to monitor current manufac-
turing workloads and lead times from ERP. Or, for businesses that outsource all or some
manufacturing, the engineering manager can quickly check on the status of a recently
released change order for an outsourced product. Facilitating communication and
access to information throughout the entire reach of the organization can dramatically
increase efficiency and lead to higher productivity and profit levels.
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Traditional ERP systems
accommodate only about
15%-25% of the enterprise
and have become primarily
used to support back-office
data flow for financial and
quantity-based transaction
processes.

Where ERP controls much of the back-office information and BPM unifies it across the
enterprise to enhance overall productivity and communication, Business Intelligence
consolidates it and delivers it to decision makers so they can evaluate how well the
business is performing. BAM is the final link in the chain, put in place to constantly
monitor the transactions and processes that keep the business moving forward and
to protect the organization’s interest against costly, unnecessary oversights by calling
for immediate corrective actions even when the best laid plans go awry.

All of these tools are focused on making massive amounts of information more palatable
for users and decision makers. BAM technology allows companies to extract further
value from existing ERP and/or BPM software system implementations because it
provides decision makers with real-time visibility into how individual events are
affecting immediate business performance. Core ROl for BAM is realized through

the improvement of business process execution and the ability to make informed
business decisions more quickly.

BAM can also add value to the organization by helping companies build business
rules into a secure, consistent application, effectively capturing and guiding business
processes. BAM’s virtual employee inner-workings can protect business value by
reducing the impact from employee attrition or job turnover that otherwise may cause
a breakdown within the system. Automatic alerts are used to broker information in the
absence of a person, ensuring the continued integrity of essential business processes.

How Companies Leverage BAM

As an increasing number of businesses are forced to do more work with the same or
fewer resources, it is imperative that organizations leverage BAM to produce undisputed
efficiencies. BAM does have some practical limitations where manual labor is involved.
For example, BAM cannot physically file invoices into paper archives, but it can replace
the need for paper filing by creating digital copies of customer invoices and copying
the images to a disk archive at the end of each business day. And although it may not
be prudent for BAM to increase customer credit limits automatically, it would be within
reason for BAM to monitor and analyze customer activity and automatically route
requests for credit limit increases to the Credit Manager each Monday morning.

Not unlike the introduction of any new technology, BAM’s immediate and long-term
benefits will develop gradually. Organizations must be careful while selecting initial
BAM targets as there can be many skeptics and naysayers that perceive BAM as either
unnecessary or a threat to job security. In truth, BAM will likely prove to be a great pro-
tector of jobs by improving the value stream of many business processes and providing
an impetus for real growth. In other words, BAM provides the infrastructure necessary
for resources to begin working smarter, not harder.
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In truth, BAM will likely prove
to be a great protector of jobs
by improving the value
stream of many business
processes and providing an
impetus for real growth. In
other words, BAM provides
the infrastructure necessary
for resources to begin work-
ing smarter, not harder.

But what must an organization consider in order to determine how a BAM implementation
is most effectively positioned? It’s most often recommended that the business start the
effort by forming a BAM committee, initially tasked with overseeing a formal informa-
tion gathering exercise, such as a very practical and low cost Request for Ideas survey
distributed to existing employees by functional area. Not all responses will qualify for

a BAM project, and some ideas will likely be quite ambitious. Once the survey results
are tallied, the committee should draft a list that prioritizes potential BAM targets using
the Pareto principle. That is, the highest value targets should include the 20% of
submitted ideas that will likely provide 80% of the real economic benefit in terms of
efficiency gains or reduction of lost opportunities. But since higher-value targets often
require a higher level of employee and department buy-in, the committee must also
understand the need to create short-term departmental wins in order to unite the
whole organization in support of BAM. This will most likely involve implementing some
targets from the bottom of the Pareto list first. The quick and visible results realized
through departmental success should then clear the path toward addressing higher
value-items from the top of the Pareto list.

An example of a quick departmental win is described by the following scenario:

BAM Obijective — To improve the efficiency of Sales Representatives, reduce missed
opportunities, and increase sales volume and margin dollars.

Business Problem - An individual commissioned sales representative is constantly
servicing the same large customers even though their customer list is extensive. Some
customers call the general sales order desk, quickly order product, and mention that
they never hear from their sales representative. When asked about attentiveness to
all assigned customers, the sales representative complains that he/she has to spend
a whole day analyzing reports to determine which other assigned customers may
require attention.

BAM Solution — BAM can solve this problem by bridging the organization’s core ERP
system, reporting system, and email.

Because BAM is tireless, all sales representatives can be monitored simultaneously.
BAM can continually monitor historical customer sales activity on a prescribed interval
(for example: Friday at 5 p.m.), prepare a formatted report by sales associate for all
customers that have not purchased within ‘x’ number of days, create a PDF of the
report, and send an email with the attached report to each salesperson for follow up.

This simple BAM example provides three distinct benefits. First, it eliminates the sales
representative’s unproductive time spent extracting and documenting a list of qualified
accounts. Second, it provides accurate lists to the sales representative weekly as
opposed to intermittently. And third, it provides the organization with the ability to
better leverage its sales resources for the production of profit margins.
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A more challenging BAM implementation scenario with an even higher relative ROl can
be understood from the next example:

BAM Objective - To support the organization’s requirement to adhere to ISO standards
directed at Customer Service.

Business Problem — An organization must consistently comply with its ISO Standard
Operating Procedures in order to satisfy and renew its ISO certification. The organization
manufactures all customer requests “to order.” Documented waivers must be obtained
from customers prior to shipping less than 90% or greater than 110% of the quantity
ordered.

BAM Solution — BAM solves this problem by synergizing disparate elements of an
organization’s MES (Manufacturing Execution System), core ERP, and BPM to create
a timely, accurate, and unified response to business exceptions. For this solution,
BAM provides immediate notification to Customer Service via a workflow notification
upon completion of production (taking place in the organization’s MES) for which

an unacceptable ISO production yield is recognized.

Due to the need to maintain auditable records for ISO purposes, the BAM notification
must be implemented seamlessly via a workflow request supported by the organization’s
BPM system and not via informal email communication. The importance of the notification
method cannot be overstated, as integration with the organization’s workflow engine
is paramount to developing accountable corrective actions within the system.

The organizational compliance adherence and efficiency gains from the scenario
outlined above are significant. Many of the organization’s administrative processes
related to this one ISO compliance example no longer detract from overall employee
productivity. Phone calls, voice mails, faxes, and emails are replaced with BAM process
enablement. As a continuation of the above example, once the Customer Service
Representative acknowledges the production yield variance indicated on the customer
order in the core ERP system, BAM immediately identifies this action as a signal to
perform three additional actions: 1) send a copy of the organization’s variance waiver
form attached to an email to the appropriate customer contact, 2) send a text message
to the Sales Representative’s mobile phone notifying him/her of the variance incident,
and 3) create a follow up action in the organization’s workflow system for the
Customer Service Representative to ensure that the accepted waiver is received and
attached to the customer’s digital archive prior to shipment. It is now evident that
additional efficiency gains could be accomplished by the extension of BAM to this
expanded and more challenging BAM implementation scenario.
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With the right technology in
place, today’s organizations
can position themselves

to prosper in a dynamic,
fast-paced economy.

Summary

In order to remain competitive, organizations are fine-tuning and streamlining every
aspect of their business. Software systems are no longer the lone exception.
Customers don’t care about processes or the hurdles that must be cleared to fulfill
their order on time and within budget. These rising customer expectations along with
other competitive pressures make speed and agility a key component for success in
today’s economy. The quicker a company can respond to changing markets, correct
problematic transactions, or develop an alternative game plan when the original

game plan goes awry, the more effective the company will be in delivering the products
and/or services that set it apart from the competition. Implementing the right technology
can help position companies to prosper under these demanding conditions.

A tool like BAM can be particularly effective for organizations seeking to increase busi-
ness value along with worker productivity. Because BAM solutions monitor mundane
(although highly necessary) business processes by searching for important exceptions
or triggers, employees can focus more on identifying trends, building effective strate-
gies, improving profits, and examining any patterns associated with key performance
indicators.

Modern business systems make it possible to capture incredible quantities of actionable
information quickly. This provides many tangible benefits (improved understanding of
historical trends and actual business performance, enhanced flexibility when adjusting
to changing market demands on the fly, etc.), but it also comes with its share of chal-
lenges. No human being can digest the amount of information that’s processed by a
computerized business system in a single day. So, while computers have helped businesses
become more productive, a computerized system of checks and balances has become
necessary to fully leverage the opportunities offered by modern technology. BAM provides
the platform for that success by ensuring the integrity of the information and the business
processes that support the organization’s success.

About Exact Software

Established in 1984, Exact Software is one of the world’s leading providers

of business software solutions. Its integrated solutions comprise traditional

Enterprise Resource Planning (ERP) as well as related software solutions such as
Human Resource Management (HRM), Customer Relationship Management (CRM),
Project Management, Business Intelligence/Analytics (BI/BA), and Electronic Workflow.
Exact is headquartered in Delft, the Netherlands and has offices in Europe, the Middle
East, North and South America, Asia, Australia and Africa. With over 2,700 employees,
subsidiaries in more than 40 countries, solutions available in 40 languages, Exact
currently serves customers in more than 125 countries across all five continents.
Exact Holding N.V. (EXACT) has been listed on Eurolist

by Euronext Amsterdam since June 1999.
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