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Abstract 

Theories on management, organizations, strategy or innovation evolved over the last century and 

followed some basic rules to which managers, stakeholders and employees could stick and rely 

on. Due to exponential changes related to technology, data and thus society organizations are 

facing new trends, phenomena and challenges. 

In the early 1990s the term Business Process Management developed out of different earlier 

approaches and since then, this management approach faces numerous evolutions. The 

management of business processes and value chains is vital for the sustainable market presence of 

organizations in different sectors.  

The question about the effect and impact of different influencing factors on the processes within 

organizations and the extent to which that influences will require businesses to rethink their 

process management activities is answered with the help of an online survey where business 

process professionals world-wide were asked to provide their opinions and expertise.  

The results of this research are that the factors ñInnovation and Digitizationò followed by 

ñStrategyò and ñLeadership and Managementò have the highest level of influence for the future 

development of Business Process Management.  
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Kurzfassung 

Theorien über Management, Organisationen, Strategie oder Innovation entwickelten sich im Laufe 

des letzten Jahrhunderts und folgten einigen Grundregeln, auf die sich Manager, 

Interessengruppen und Mitarbeiter verlassen konnten. Aufgrund exponentieller technologischer 

Veränderungen, ständig verfügbarer Daten und der Gesellschaft stehen Organisationen neuen 

Trends, Phänomenen und Herausforderungen gegenüber. 

In den frühen 1990er Jahren entwickelte sich der Begriff Geschäftsprozessmanagement (Business 

Process Management) aus verschiedenen früheren Ansätzen und unterliegt seither zahlreichen 

Entwicklungen. Das Management von Geschäftsprozessen und Wertschöpfungsketten ist 

entscheidend für die nachhaltige Marktpräsenz von Organisationen in unterschiedlichen Branchen. 

Die Frage nach dem Ausmaß von Auswirkungen verschiedener Einflussfaktoren auf die Prozesse 

innerhalb von Organisationen und deren Einfluss auf die Prozessmanagementaktivitäten von 

Unternehmen wird mit Hilfe eines Online-Fragebogens beantwortet, in dem weltweit Business 

Process Professionals befragt wurden, um ihr Fachwissen zur Verfügung zu stellen. 

Die Ergebnisse dieser Forschung zeigen, dass Innovation und Digitalisierung gefolgt von Strategie 

und Führung und Management die einflussreichsten Faktoren für die zukünftige Entwicklung von 

Geschäftsprozessmanagement sind. 
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1. INTRODUCTION 

 

The 21st century has become known as the 4th Industrial Age. At the root of this term is the fast-

changing world of both society and business, characterized by exponential development and 

use of digital transformation, Artificial Intelligence (AI), robotics and cloud technology 

providing information at any time anywhere supported by the Internet of Things (IoT). 

Processes are a major success factor for traditional management forms and can be described as 

highly structured connections of organizational activities. 

Experiences of the 4th Industrial Age and thus technological demands have led organizations to 

realise that conventional approaches to organizational design and management are too slow and 

laborious for this increasingly fast paced and connected world. To date many organizational 

alternatives are being tested to identify and verify new ways of working (Palkovits-Rauter, 

2018). 

Given the major role that óprocessesô have in the success of current business models, a question 

arises as to what type of processes, if any, will be required for the new emerging and future 

organizational designs? 

Numerous discussions and excurses can be found in the management press and academic 

sessions as to whether processes in their current form are, in the main, too rigid and slow for 

the emerging business demands (Marchand et al., 2002). However, there is too little empirical 

work in these important areas. 

This research aims in identifying influencing factors of Business Process Management; the 

effect and impact of these influencing factors on the processes within organizations; the 

possible interdependence of the influencing factors under analysis on each other; and the extent 

to which potential influences will force businesses to rethink their Business Process 

Management activities (Palkovits-Rauter, 2018). 

A study based on Information Orientation, conducted by Marchand et al. (2002) basically 

pointed out that the management of people, information and technology will improve business 

performance. Information Orientation measures the extent to which senior managers perceive 

that their organizations possess the capabilities associated with effective information use to 

improve business performance.  

The roles of information and technology have tremendously changed since that time and were 

researched very well during the past decades. Business Process Management and Human 

Resource Management are almost the same and now struggle. It seems that processes and their 

management within organizations did not change since the nineties, nor did the management of 

human resources. Organizations have changed their recruiting processes from labour provider 

to applicant.  

One starting point in connection with this research is provided by a survey on the importance 

of Service-oriented Architecture (business process-based execution of tasks that refer to 
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business rules within IT systems), Cloud Computing and Big Data for Business Process 

Management (BPM) for organizations worldwide in 2015. It shows that 31% of responding 

organizations focus on process work and are not too concerned with SOA or Cloud Computing. 

20% of the participants are beginning to explore these technologies (BPTrends, 2018).  

One very interesting finding, provided by Figure 1, is that Cloud Computing (10%), SOA (6%) 

or Big Data (6%) are important for the responding organizations, but they do not use these 

topics in conjunction with Business Process Management that much. Service-oriented 

Architecture ranges here with only 10%. iBPM (intelligent Business Process Management) is 

the combination of Business Process Management and intelligence capabilities like Artificial 

Intelligence or Internet of Things (Quirk, 2018). 

 

 

Figure 1 Importance of Technology for BPM, 

source: www.statista.de (2018) 

 

Figure 1 shows that it seems that not trendy buzzwords are important for the future development 

of Business Process Management. Macroeconomic phenomenon, emerging organizational 

forms, diverging generations of workers, leadership models, physical space concepts, 

technology, strategies and the impact on financial performance all build a stakeholder landscape 

surrounding processes of an organization. The exploitation of their impact, influence and 

density will be the core research area of this thesis. 
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After this first chapter of a short introduction into the research topic the third chapter provides 

a holistic and critical literature review on Business Process Management as well as selected 

influencing factors under research. The following topics have been selected as they have 

interesting connections with each other and are all focussing on a process view found in some 

theoretical works by different authors: 

¶ Strategy - An organization's strategy is directly linked to Business Process Management 

as processes should meet strategic goals in an operative manner. 

¶ Organizational Evolution - The defined organizational structure determines the 

implementation of Business Process Management; the less hierarchy, the less processes. 

¶ Generational Workforce - Different generations in the workplace need aligned conduits 

of communication related to process information. 

¶ Leadership & Management - Agility in both leadership styles and management 

determines the structure of Business Process Management within an organization. 

¶ Innovation & Digitization - Information technology and innovation are both boosting 

organizations, but still processes have to be defined to sustain in the market. 

¶ Supply Chain Management & Circular Economy - Both are very process-oriented as 

new opportunities and sustainability can be derived from processes. 

As one of the hypotheses of this research work is concerned with the level of influence of 

influential factors on the future development of Business Process Management, these topics are 

examined and treated in context with processes, Business Process Management and related 

management concepts.  

The definition of these six topics, called influencing factors or also shaping forces in the third 

chapter of this thesis resulted from an expert workshop where different views on processes, 

management concepts and trends and hypes where extracted and discussed (Butterfield, 2017). 

These findings were sorted and categorized and finally ended in the definition of the shaping 

forces described above.  

 

Figure 2 Structure of this thesis, own illustration 
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Chapter two provides theoretical insights on the research methodologies used for this thesis. 

These are the expert interview and the online questionnaire with statistical measures.  

With the input of the critical literature review an online questionnaire was developed. The 

results of the survey are displayed and explained in chapter four.  

Finally, new scientific findings are provided in chapter five. A brief summary as well as 

concluding words are forming the last chapter of this work. 
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2. RESEARCH QUESTIONS AND HYPOTHESES 

 

The main question this thesis is dealing with is as to which extent the discipline of Business 

Process Management is exposed and thus open for changes by factors such as strategy, the 

generational workforce, developments in organization theory, new findings on leadership and 

management, exponential changes in innovation and digitization or new theories on Supply 

Chain Management and Circular Economy. 

For a deeper analysis of these topics a comprehensive literature analysis is provided in chapter 

three of this thesis. The points of connection and potential interdependencies of the individual 

topics are analysed and depicted. 

In order to gain direct insights into the topic of process management and current organizational 

challenges as well as to investigate previously established hypotheses based on the literature 

analysis, a survey was carried out in the form of an online questionnaire. 

 

Four hypotheses have been formulated and are as follows: 

 

H1 = the levels of influence on Business Process Management of influential factors are the 

same across knowledge-intensive business services in Europe. 

Knowledge-intensive business services (KIBS) are defined as ñfirms performing, mainly for 

other firms, services encompassing a high intellectual added-value.ò (Muller & Zenker, 2001) 

Organizations operating as a knowledge-intensive business service provider usually offer 

knowledge intensive services, problem-solving consulting and client-related interaction 

services. Thus, the definition of KIBS does not imply that one particular influential factor has 

more impacts on future developments on Business Process Management than others. 

H2 = the size of the business does not influence the level of influence of the influential factors 

on Business Process Management  

99,2% of organizations within European industries are small and medium sized enterprises 

(European Union, 2017). Literature does not exclude the implementation of Business Process 

Management in small and medium sized organizations and other factors such as strategy or 

leadership & management do apply for all types and sizes of organizations.  

H3 = the age provide by the participant is significant for the level of influence of the influential 

factors on Business Process Management  

Members of the Baby Boomer generation are still holding influential positions with authority 

within organizations and thus are strongly related to influential factors such as strategy or 

leadership and management (Anantatmula & Shrivastav, 2012). Innovation and digitization are 

more connected to Generation Y or also called Digital Natives or the Google Generation 



10.13147/SOE.2020.007

 6 

 

(Meister & Willyerd, 2010), therefore the implication of different viewpoints on influencing 

factors is immanent.  

H4 = the primary influencing factors on Business Process Management are the six provided 

(strategy, organizational evolution, generational workforce, leadership & management, 

innovation & digitization and Supply Chain Management & circular economy) 

Chapter 3 provides a comprehensive literature review that already shows strong relations to 

Business Process Management. A quick check on all published papers in the Business Process 

Management Journal of 2016 and 2017 (Emerald Insight, 2017) showed that the main topics 

under research were Internet of Things, Data Analysis, Innovation, Supply Chain Management 

and Strategic Performance Management, see also Annex B of this thesis.  

The results of this survey are analysed in detail using statistical methods and presented in 

chapter 5. In this case, special attention is paid to the validation or refutation of the hypotheses. 

 

2.1 Methodology 

This section of the thesis briefly describes the research methodologies used to proof the 

hypotheses defined. The described methods are extending each other through method 

triangulation.  

2.1.1 Expert Workshop 

An alternative form of an interview without a fixed set of questions and no obligation on both 

sides, the interviewer and the interviewee, is called open interview, guided conversation or 

intensive interview. This type of interview, not to be mixed up with ñin-depths interviewsò, 

provides especially high quality of information and is usually very intensive in contrary to 

standardized interviews (Stier, 1999). The collection of data with the help of such an interview 

or guided conversation is seen as a pre data set process to help with the follow-up process of 

quantitative research (Swetnam, 2006). This guided conversation was conducted with the 

author of this thesis as interviewer and an expert in this field as interviewee (Butterfield, 2017). 

Dr. Reginald Butterfield is lecturer at numerous national and international universities, he has 

an impressive track record of publications on topics such as new public management or 

modelling cloud application life cycles and he is working for several companies as consultant 

in organizational change projects. The main aim of conducting this guided conversation was to 

understand the world as the interview partner sees it. New relevant insights on experience and 

opinions can be gained instead of getting a right answer through such a research methodology 

(Adler & Clark, 2014).  

The interview itself was not recorded and thus there is no transcript, but the essence of the two-

folded interview was documented on flipcharts that are provided in the annex of this thesis 

(Annex C ï Flipchart Transcript). 
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2.1.2 Literature Review 

A critical literature review provides concepts, theories and arguments other researches already 

have found in the field of related topics. The state-of-the-art on the problem influential factors 

on future developments on Business Process Management is important to be analysed at first 

place. It also aims to show how far different research is related and to identify areas that can be 

built on the basis of past findings. Existing knowledge and experience will be presented in order 

to show where further research should be done. Thus, the analysis represents a pure summary 

of existing working papers (Webster & Watson, 2002).  

Cooper (1988) describes three major goals of a literature review: criticism on determined 

criteria to compare existing works, identification of vital challenges to analyse earlier papers 

and their research questions, to analyse future research works or identify methodical problems 

and integration to compare a number of papers from different authors. The focus of this thesis 

is on the identification of vital challenges. The author also expects to explore gaps of research 

related to different topics of the literature review. These gaps will be detected and stressed out. 

Important factors while conducting a literature review are the position of the author that can be 

either neutral or biased, the degree of coverage ï either complete or representative ï and the 

organization that is either historical, conceptual or methodical. Last but not least the target 

group has to be determined. Cooper (1988) distinguishes between experts, general science and 

general public.  

The literature review within this thesis is a representative and biased work that is focussing on 

a historical presentation of the results for interested experts, scientists and the general public. 

The literature review is done separately topic by topic with the aim to find interdependencies 

with the main topic of Business Process Management.  

In the first step an historical overview is provided, followed by related theories, development 

waves the current status quo as well as trends and perspectives. Figure 3 explains the research 

fields of the literature review with the connection to Business Process Management.  
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Figure 3 Literature Review of this thesis, own illustration 

 

2.1.3 Quantitative Research 

The main aim of conducting quantitative research methods is to collect and to analyze 

structured data to build accurate and reliable measurements in statistical analysis. While 

qualitative research answers the ñWhyò of a given situation, quantitative research provides 

answers to the ñWhatò and ñHowò. With questions like to what extend? (with the help of for 

example a Likert scale) this type of research uncovers behaviors and thus highlights trends 

across data sets, but not the motivation behind observed groups (Goertzen, 2017). 

The literature review conducted in chapter 3 of this thesis observed facts and findings of 

researches. This data is measured and quantified in an objective way with the help of the 

provided questionnaire and finally evaluated using statistical analysis. As a result of 

quantitative research, the data can be summarized and used for further scientific findings.  

Fricker (2008) distinguishes between internet-based surveys and traditional surveys in the 

context of data collection, where sampling is the means of selecting a subset of a larger 

population to study. Internet surveys are run at almost zero cost and can collect data in millions. 

Representative surveys conducted in this context do not mean that the sample corresponds to 

the population in terms of observable characteristics, but that the results collected from these 

data would be consistent with those we would have collected from the entire population. 

Sampling methods for internet-based surveys are based on probability or non-probability. The 

types of probabilistic sampling methods are simple random sampling, stratified random 
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sampling, cluster sampling and systematic sampling. When selecting non-probability samples 

participation is left up to any individual. 

The sampling method used in this thesis is a sampling mix based on a list and unrestricted self-

selected samples. A prerequisite for simple random sampling based on a list is a kind of contact 

information, for example an email address to access the sampling frame (Fricker, 2008). In this 

particular case, the contact details were the registration to specialized and professional groups 

within a social media network called LinkedIn. The unrestricted self-selected sample was made 

on the same social network by posting an article with the link to the questionnaire within the 

author's profile on social media, where 587 people viewed the post, see Figure 4 (Palkovits-

Rauter, 2018).  

The recruitment of the study participants was exclusively based in the investigator's personal 

social network (LinkedIn), with no financial incentives or any other form of compensation for 

participation. The questionnaire was posted as article within the social media profile as well as 

in different LinkedIn-groups, specialized in Business Process Management, see a screenshot in 

Figure 5. Prerequisite to post something in a professional group is the permission to become a 

member. 

 

 

Figure 4 Unrestricted self-selected sampling with LinkedIn; 

source: www.linkedin.com 
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Figure 5 LinkedIn Groups for participant recruitment, 

source: www.linkedin.com 

 

2.1.4 Measures 

The questions in the online survey were designed with simple language, without the use of 

abbreviations or foreign language idioms. The sentences were very specific with precise scales 

and clear wording avoiding vague terms. Since the subject is very specific and the target group 

is limited to Business Process Practitioners, the questions included all the necessary information 

and were formulated in a not too precise manner (Taylor-Powell, 1998). The first question of 

the questionnaire intended to be a filter question as the type of knowledge-intensive services 

the respondent is working for is important for hypothesis 1 of this thesis. The type of this 

specific question was multiple choice with only one possible answer (single choice). 

The second part of the questionnaire contained closed questions with a clear choice of answers, 

examples here being the size of the business in which the respondent works or the age range to 

which the participant belongs (Palkovits-Rauter, 2018). 

The third, most informative part of the questionnaire, introduced six shaping forces with short 

and precise sentences. The survey respondents could choose up to six given factors within a 

partially closed question. The indication of at least three other factors was also possible. After 

this question, for each of the six influencing factors provided, a closed question with ordered 

responses and a Likert scale with five options requesting agreement or disagreement concluded 

the questionnaire. With these six scales, 30 different statements were asked to be scored 

ñstrongly disagreeò to ñstrongly agreeò, see Figure 6.  

 

http://www.linkedin.com/
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Figure 6 Example Likert Scale Question, source: online questionnaire 

 

The detailed information on respondents are described in the next chapter, the complete 

questionnaire is listed in Annex D ï Questionnaire.  

For the analysis of several categorical variables in the questionnaire, such as age group, firm 

size or industry region, descriptive statistics such as frequencies were performed in the tool 

SPSS v.24. The outputs of descriptive statistics are for example the minimum and maximum 

values, the mean or the standard deviation (Palkovits-Rauter, 2018). 

For some analyses, the underlying data file has been split to get results for different groups 

separately. Individual elements can be combined with data sets to avoid a large number of 

individual results. A major issue before the collected data can be analyzed in depth is the error 

checking in the data sets. A quick summary is provided by the codebook of the tool SPSS v.24, 

see Annex E ï CodeBook. To obtain descriptive statistics for categorical variables, frequencies 

are used. This statistical method tells the researcher how many participants gave each answer 

(Pallant, 2010). 

Special attention was given to analysing the data on the thirty different statements provided to 

respondents asking for agreement or disagreement within Likert scales. To be able to identify 

groups or clusters of these variables, the factor analysis was performed. This technique of the 

factor analysis has three different applications: understanding the structure of a set of variables, 

measuring specific variables with a survey and reducing the data set to a size that is more 

manageable (Field, 2005).  

For an efficient and focused evaluation of the required target value sets, the method of 

exploratory factor analysis was conducted. The manifest variables retrieved in the questionnaire 

are therefore attributed to a smaller number of latent factors (Palkovits-Rauter, 2018). In 

accordance with the underlying basic assumptions of the factor analysis, the expression of a 

fixed variable can be decomposed additively into a weighted sum of the factors: 
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ὼ ‚‗ ‐  

where xim is the observed expression of the questionnaire participant i for the characteristic m, 

ɝij the expression of the participant i for the factor j, ɚmj represents the factor loading of the 

observed feature on the latent factor j. f describes the number of occurrences xim the underlying 

factors and Ůmi an error item (Moosbrugger & Hartig, 2002). 

Results on the factor analysis are presented in upcoming chapters 4.4 Factor analysis and 5.5 

Results on Factor Analysis. 
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3. LITERATURE ANALYSIS 

 

3.1 Business Process Management 

A current survey on Business Process Management, conducted by BearingPoint and BPM&O 

in 2017 found out that 77% of companies in Germany, Switzerland and Austria think that 

sustainable and holistic Business Process Management is the basis for the challenges of digital 

transformation. Another two thirds estimate that customer orientation is still not within the 

focus of Business Process Management, while cost cutting, more transparency, harmonized and 

standardized processes, higher quality and digital processes are the aims of Business Process 

Management for organizations (Bearing Point & BPM&O, 2017). 

Before explaining what business processes and the management of these processes are, the 

basic underlying theory should be explained. Many available definitions on business processes 

are provided by literature today, but nearly all of them are originated from the simple 

explanation provided in Figure 7. Every system has a defined input that is transformed and 

produces a desired output (Von Bertalanffy, 1969). 

 

 

Figure 7 System Theory, 

own illustration, source: von Bertalanffy (1969) 

 

With the General Systems Theory comparative similarities between different systems and 

hierarchical levels can be explained, where ña system is a set of interacting units or elements 

that form an integrated whole intended to perform some functionò (Skyttner, 1996). A more 

pragmatic way of defining a system in the context of management is any structure that has an 

order, patterns and a certain purpose. A very basic concept of the General Systems Theory is 

the one of order and the presumed existence of a law of order. Important theorists on General 

System Theory are Von Bertalanffy (1969), Litterer (1969), Churchman (1979), Bowler (1981) 

and Boulding (1985).  

The connection between General Systems Theory and Business Process Management can be 

derived from the features of the described theory: systems have objects and attributes with 

interrelationships and interdependences, systems should be holistic and consider the entire 

biosphere, systems are goal seeking, systems must transform inputs into outputs, systems are 

either closed with determined inputs or open with inputs from outside, systems have a certain 
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amount of disorder or randomness (entropy), systems must regulate its interrelated objects, 

systems consist of hierarchies, systems that are complex have specialized units that perform 

specialized functions (division of labour) and systems can reach objectives through alternative 

ways (divergence) or obtain different objectives (convergence) (Von Bertalanffy, 1969).  

When giving an historical overview of Business Process Management, see also Figure 8, the 

first ones to mention are Adam Smith (1723-1790) with his division of labour approach, 

Frederik Taylor (1856-1915) with Scientific Management and Henry Ford (1863-1947) with 

the creation of production lines for mass production. All three ideas are used in todayôs Business 

Process Management systems. Taylor (1914) and his colleagues started a revolution in manual 

work by splitting working units to small entities and so developed modern industrial 

engineering. The result was process improvement for production processes. Taylor believed 

performance will increase when the worker is isolated. These efforts can be assigned to the 2nd 

Industrial Revolution. At about the same time Alan Turing (1912-1954) described his Turing 

machine with a kind of process model. Carl Adam Petri (1926-2010) introduced Petri nets in 

1962 which were adopted by most of the still available Business Process Management 

modelling notations (Van der Aalst, 2013).  

Both Davenport (1993) and Drucker (2001) researched and explained the evolution of 

management within Bell Laboratories back in the 1930s, where a second approach to business 

improvement was implemented. While Taylor introduced product inspection as a means of 

quality assurance at the end of the production line without influencing the process itself, 

Shewart, Deming, Juran and others stipulated strict analyses and control ï so-called quality 

controls - of the production process.  

 

 

Figure 8 Industrial Revolutions, 

own illustration 

 

The next great addition to process management connected to the stages of industrial 

revolution´s 3rd stage, the initial term, not yet called a business process, could be named 

workflow. Workflows are automated business processes. One easy implementation example is 

the automated routing of documents from one person to another through a determined process 
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map. This was back in the early 1980s where IBM closely followed by other product vendors 

started to invent a new vision of office information systems (Van der Aalst, 2013).  

Computer systems were new to the working people at that time. Typically, different 

organizational units used different electronic systems. Scanning a document was only to archive 

the document, not to send it around electronically. Interfaces to integrate systems directly were 

expensive and inflexible. The Office Automation Group at MIT (Massachusetts Institute of 

Technology) built integrated office application systems after intense research activities that 

consisted of document production, database management, image handling and communications 

(Perepa, 2011). 

New management approaches focusing on quality like Total Quality Management, Six Sigma, 

ISO (International Organization for Standardization) or Kaizen added value to management 

executives and thus became fashionable. First Davenport (1993) and then Hammer & Champy 

(1993) described Business Process Reengineering as a more holistic approach in contrast to by 

then task-centric organizations. To Reengineer an existing process means to analyse inputs and 

outputs and brainstorm on the tasks executed in between to achieve vast improvements in cost, 

service and quality (Klun & Trkman, 2016).  

Hammer & Champy (1993) created five guidelines by this time for a redesign team: 1. Use 

brainstorming to focus on a specific outcome, 2. Think on the possibility that one single person 

can handle the whole process, 3. Dump not necessary assumptions, 4. Use technology and 5. 

Use the viewpoint of your customers. The redesign team had assigned roles like the leader, 

process owner, a set of reengineering team members and a czar. Dumas et al. (2013) tried to 

explain why the hype of Business Process Reengineering ended at the turn of the century. They 

stated that the concept of BPR was often misused in a too radical way and sufficient tools and 

techniques were practically missing to succeed. 

With technological innovations and the need to measure performance, the importance to 

manage business processes increased in many organizations. The Association of Business 

Process Management Professionals defines a business process as 

ña set of activities that transform one or more inputs into a specific output (product or service) 

of value to the customerò (ABPMP, 2013) 

The need for products and services of high quality and for the achievement of strategic goals 

boosted the development and implementation of business processes. Managing processes by 

using Key-Performance-Indicators (KPIs) in order to use these processes as control 

mechanisms as one can quantify and measure and adapt them if appropriate can be summarised 

under the term Business Process Management (BPM). BPM is defined as ña management 

discipline that integrates the strategy and goals of an organization with the expectations and 

needs of customers by focusing on end-to-end processes. BPM comprises strategies, goals, 

culture, organizational structures, roles, policies, methodologies, and IT tools to a) analyse, 

design, implement, control and continuously improve end-to-end processes, and b) to establish 

process governanceò (ABPMP, 2013). 
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A very clear and distinct definition on Business Process Management is given by Jeston & Nelis 

(2014): ĂA management discipline focused on using business processes as a significant 

contributor to achieving an organization´s objectives through the improvement, ongoing 

performance management and governance of essential business processes.ò  

Zairi (1997) stated that ñBPM is concerned with the main aspects of business operations where 

there is high leverage and a big proportion of added valueò and provides some rules to govern 

Business Process Management: mapping and documentation of main activities, horizontal 

linkage between activities to focus on customers, quality performance to ensure discipline, 

consistency and repeatability by relying on systems and procedures, assessment of performance 

of individual processes, optimisation as continuous approach to gain extra benefits, guarantee 

of competitiveness by best practices and establishment of culture change.  

A structured literature review on process management with 41 selected articles conducted by 

Palmberg (2009) draws a gross process definition shown in Figure 9. The author stresses out 

six components commonly found in most of the given definitions on process management in 

literature: processes have inputs and outputs, the activities are interrelated, processes are 

horizontal and cross-functional within organizations, the main purpose is the generation of 

value to customers, processes use resources and processes are usually repeated.  

The categories commonly found and for example also given by Davenport (1993) are strategic 

management processes, operational delivery processes and supportive administrative processes. 

 

 

Figure 9 A gross process definition, 

own illustration, source: Palmberg (2009) 

 

Business Process Management can best be described and understood with the help of the BPM 

life cycles designed and described by numerous researches. These life cycles are derived from 

Fayolôs process of management (Fayol, 1949). The Business Process Management Common 

Body of Knowledge (BPM CBOK®) provides a life cycle that is derived from the Plan, Do, 

Check, Act Cycle by Edwards Deming, see Figure 10. Processes should therefore be managed 

in a closed-loop cycle that comprises the planning, design, implementation, execution, 

measurement, control and continuous improvement of business processes (ABPMP, 2013). 
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Figure 10 BPM Life Cycle, 

own illustration, source: Fayol (1949), BPM CBOK V3 (2013) 

 

Business Process Management, as a management discipline, guides organizations across all 

functions and roles through the management of business processes. There is no difference 

between for-profit, non-profit or governmental organizations or executive management to 

operational staff. Barriers between silo functional groups should be removed by process 

management and thus control the processes of the entire organization to improve the quality of 

the organizational output (products and services), to identify opportunities to create new 

business models, to use improved technology to support business, to align business processes 

with strategic objectives and customer needs and to improve effectiveness and performance of 

the organization (Palmberg, 2009).  

Forces for the implementation of Business Process Management are important issues on 

globalization (market expansions, disruptive businesses), changing technology (internet of 

things, personal computers, social media, etc.), regulations (Sarbanes Oxley, Basel I & II), 

active and connected stakeholders and the extension of business boundaries (means of 

transportation like Uber, hotel rooms like AirBnB, etc.) (Armistead & Machin, 1997).  

Many stakeholders within an organization benefit directly or indirectly from Business Process 

Management. Table 1 provides a summary of these benefits for customers, management, acting 

process roles and the enterprise itself. Business Process Management itself does not guarantee 

the lifting of all listed potentials as the methodology is not properly implemented within an 

organization to for example guarantee continuous improvement or performance measurement.  
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Table 1 Benefits of BPM to Stakeholders, own illustration, source: BPM CBOK (2013) 

 

 

Students ask from time to time how many business processes have to be managed within any 

organization. Hammer & Champy (1993) stated that not more than ten principal processes 

should be managed, examples are customer communication, strategy development or order 

fulfil ment. Davenport (1993) in his process innovation concept stated that innovation will be 

greater the fewer processes are examined. The context for these two statements is the re-

invention of business and not the reengineering of business processes. Smith & Fingar (2003) 

provide a concept ï The Third Wave Business Process Management ï that includes hundreds 

of supporting organizational processes, including industry best practices and processes to 

ensure compliance with standards or legal requirements. The complete list provided by Smith 

& Fingar is given in the Annex A ï Enterprise processes.  

The ability for an enterprise to support Business Process Management can be defined by its 

process maturity. This process maturity can be assessed with the help of reference maturity 

models. The current baseline of the process capability of an enterprise is defined and identified 

gaps are addressed. More than 30 different process maturity assessments can be found in 

literature and this list is continuously growing (ABPMP, 2013). Two de-facto standard 

assessment models are shortly described here. The Capability Maturity Model Integration 

(CMMI) can be used to assess a process, a project or an enterprise on five defined classification 

stages. Starting with stage 1 with unpredictable processes that are poorly controlled moving up 

to stage 5 where the focus of an organization is totally on its process improvement. Hammer 

(2007) defined the Process Enterprise Maturity Model (PEMM) in his Harvard Business 

Review article ñThe Process Auditò. This framework allows organizations to assess the 

maturity for any particular process and the maturity of the enterprise as a whole.  
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Sustainable process improvement along business objectives and the assurance that these 

improvements are maintained are governed by defined goals, roles, responsibilities and 

instruments along the organizational strategy in the form of Process Governance Models. 

Process Governance comprises the ñdefinition of overall guidelines of the process management 

model, the process control model and the activities of the various organizational units, and 

involves mainly the distribution of Process Management-related responsibilities within the 

organization. Briefly, it involves fostering the definition of overall guidelines to orient what 

should be done in Process Management and how it should be doneò (Paim, et al., 2009). To 

summarize, Process Governance clarifies what should be done by whom and how involving the 

entire organization.  

The relation between Process Management ï the design of processes -, Process Governance ï 

the alignment of processes with the strategy ï and the strategy itself has to be made clear within 

organizations, see Figure 11 (Paim & Flexa, 2011). 

 

 

Figure 11 Relation Strategy - Governance - Process Management, 

own illustration, source: Paim & Flexa (2011) 

 

3.1.1 Business Process Management and Related Theories 

Starting from the quality thinking perspective this section describes all influencing parts of the 

term Business Process Management, see Figure 12. What these terms all have in common is 

the process focus. 
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Figure 12 Where does BPM come from? 

own illustration, source: Jeston & Nelis (2014) 

 

Six Sigma identifies and removes the causes of defects and minimizes variability within 

manufacturing processes to improve the quality of those processes. It was invented by Motorola 

back in 1986 and identifies a direct correlation between the number of defects, wasted costs 

and the level of customer satisfaction (Harry, 1998). Later Six Sigma was extended to business 

processes other than production processes. An error in Six Sigma is described as process output 

that does not meet specifications. The approach is implemented with five phases: define, 

measure, analyse, improve and control.  

The concept of Total Quality Management (TQM) emphasizes quality as central part of an 

organizational philosophy. That means that every source involved in a process has the major 

task to focus on quality. The realization of a quality control is a discrete goal. Total Quality 

Management has its origin in researches of Edwards Deming and Joseph Juran, earlier 

mentioned at Bells Laboratories (Laudon et al., 2010). The European Foundation for Quality 

Management (EFQM) defines the ñModel of Excellenceò consisting of nine elements for 

excellence as the basis for the implementation of Total Quality Management (Armistead, 1996). 

Kaizen itself can be directly translated as ongoing improvement. Sometimes it is referred to as 

continuous improvement too. Kaizen originated in Japan and its strategy is to bring 

management and workers to automate improvement thinking. All undertakings should lead to 

improve processes and thus create a process-oriented way of individual thinking (Imai, 2012). 

Kaizen Blitz is a workshop for rapid improvement within a few days. It is structured to carry 

out creative but fast problem solving and process improvement (Improvement Skills Consulting 

Ltd., 2009).  

ISO (International Organization of Standardization) is an independent, non-governmental 

internationally operating organization that brings together experts on different topics to share 

knowledge and develop international standards that support innovation and provide solutions 

(International Organization for Standardization, 2017). In this case the ISO 9000 family 
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addresses various aspects of quality management to guide organizations to consistently improve 

quality for their products and services.  

Process thinking led Taylor (1914) develop the idea of Scientific Management (testimony about 

scientific management before the American congress in 1912), where specialization and the 

division of labour were fundamentals, but the well-being of the workforce was also considered. 

Taylor was followed by Adam Smith in his book ñThe Wealth of Nationsò published in 1950 

(Gönroos, 1994). In front of the American congress in 1912, Taylor stated: ñ... in its essence, 

scientific management involves a complete mental revolution on the part of the working men 

engaged in any particular establishment or industry. ... And it involves the equally complete 

mental revolution on the part of those on the managementôs side. ... And without this complete 

mental revolution on both sides scientific management does not exist.ò (Taylor, 1914) 

Business Process Reengineering was already discussed earlier in this thesis.  

Lean, lean manufacturing, lean enterprise or lean production originate from the Toyota 

Production System. Lean focuses on improving process cycle times and quality through 

reduction of non-value-added process activities. The Toyota´s lean thinking does not only 

include processes of the shop floor, but also management principles up to executive 

management, sales and of course also product development processes (Liker & Morgan, 2006).  

Lean management is a bunch of tools that helps identify and eliminate process waste (or muda). 

The presumption of this methodology is that if waste is eliminated, quality can be improved, 

and production time and costs will decrease. ñLean is about getting the right things to the right 

place at the right time in the right quantity to achieve a perfect flow or work; all while 

minimizing waste and maximizing flexibility and the ability to change.ò (Jeston & Nelis, 2014) 

Business Process Management is also about automation. Workflow management is the explicit 

representation of the business process logic with automated support of IT systems (Van der 

Aalst, 1998). The Workflow Management Coalition (WfMC) defines workflows as ñthe 

automation of a business process, in part or in whole, during which documents, information or 

tasks are passed from one participant to another for action, according to a set of procedural 

roles.ò (IBM developerWorks, 2011). The main difference between Business Process and 

Workflow Management is that the first is a process-oriented management discipline and the 

latter is a flow management technology found in Business Process management Systems (Ko 

et al., 2009). Public administrations were leaders in transforming business processes into 

workflows as service orientation was a strategic goal in 2001. Documents were forwarded 

automatically and processed electronically according to predefined business rules (Palkovits et 

al., 2004). Document management has to be considered when automated processes are 

implemented. If this is not the case, paperless tasks will be executed extremely fast and then 

next steps will have to wait for the physical paperwork to catch up (Jeston & Nelis, 2014). 

A workflow is a process that is composed of separate activities that relate to parts of a business 

process or other organizational processes. In this case, a workflow - in contrast to the process - 

describes in detail the operational level; ideally in such a precise manner that the following 

activity is determined by the outcome of each preceding one. The individual activities are 

therefore dependent on each other (Laudon et al., 2010). 
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Business rules are part of business processes and are critically important as various technology 

systems that are integrated shall have the same valid information which is only entered once, 

avoiding outdated or incorrect rules (Jeston & Nelis, 2014). For workflows business rules work 

as dynamic and operational game changers and thus provide the ability to tune workflow 

parameters steadily to suit changing business conditions without necessary code changes within 

the workflow solutions (IBM developerWorks, 2011). The Business Rule Group published a 

Business Rules Manifesto with 10 articles on principles of rule independence (Business Rules 

Group, 2003) 

A Business Process Management System (BPMS) is defined as process-aware system that 

exploits and explicitly describes business processes in the form of a process model to coordinate 

that process (Dumas et al., 2013). A Business Process Management System can coordinate an 

automated process so that all the work is done without mistakes in time and with the most 

effective resource allocation. The main components of such a system are the execution engine 

for case creation, a process modelling tool to design the processes, a worklist handler to handle 

the back log, external services to integrate other information services outside the Business 

Process Management Systems, and administration and monitoring tools to keep the process 

information updated. 

As rapid developments in information technology such as Cloud Computing or the Internet of 

Things (IoT) are driving organizations to refurbish their IT infrastructure, business processes 

are influenced to a high extent, not always in a positive way. The main business processes 

affected by IoT and Cloud Computing are customer services and support, product and services 

development, data management and analysis as well as logistics and Supply Chain Management 

(Ferretti & Schiavone, 2016). 

A Service-Oriented Architecture (SOA) is a group of self-contained services that can 

communicate with each other to build a working software application based on it (Laudon et 

al., 2010). A set of web services is orchestrated to improve and coordinate different types of 

information systems within an organization. A web service is a piece of functionality that can 

be easily integrated in executable business processes. This kind of software architecture 

paradigm is the so-called Service-Oriented Architecture, which allows a business process-based 

execution of tasks that refer to the business rules (Dumas et al., 2013). Linking web services 

and thus enabling the coordination of distributed systems that support business processes should 

not be confused with business processes themselves (Ko et al., 2009). 

A timeline for influencers of Business Process Management would look like represented in 

Figure 13. 
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Figure 13 Conceptual Timeline, 

own illustration, source: Paim et al. (2008) 

 

Porteŕs value chain theory is discussed in more detail in chapter 3.2 when exploring strategic 

management approaches. 

 

3.1.2 Development waves of Business Process Management 

Armistead (1996) presented ten principles of managing business processes, based on several 

approaches mentioned above like service processes, Supply Chain Management (SCM), Total 

Quality Management (TQM) or Business Process Reengineering (BPR) that emphasize on the 

management by business processes with some organizational changes. The author believed that 

Business Process Management is only working when the attention is drawn on people, 

processes and systems in combination with organizational structure and culture. These ten 

principles are summarized to: defining a process responsible, exploring the process through 

process mapping, undertaking value analysis and failure mode analysis, understanding the 

linkages between processes, discussing functional versus process trade-offs, training and 

developing new process skills, taking learning opportunities for others within the organization, 

implementing measurement instruments, building specialist expertise in combination with 

managing careers and continuously improving processes.  

Based on these ten principles and the complementation of the principles mentioned in the 

current body of knowledge (ABPMP, 2013), vom Brocke et al. (2014) researched on additional 

principles of good Business Process Management to serve as implementation guide. The output 

of Business Process Management literature research and focus group discussions with Business 

Process Management Professionals is summarized in Table 2. 
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Table 2 Principles of good BPM, own illustration, source: vom Brocke (2014) 

 

 

Like innovation cycles, Business Process Management comes in waves. Jeston & Nelis (2014) 

draw a Business Process Management hype cycle that should work as starting point and leads 

to the current acceptance level and understanding of Business Process Management.  

 

 

Figure 14 BPM hype cycle, 

own illustration, source: Jeston & Nelis (2014) 
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Six Sigma´s invention in 1986 created awareness for processes. The concept behind was already 

discussed earlier in this thesis. With the Harvard Business Review article ñReengineering 

Work: DonËt Automate, Obliterateò by Hammer (1990) Business Process Reengineering was 

born. At the time when the article was published organizations thought that huge investments 

in information technology will boost their businesses. The major problem that Hammer stated 

was that technology was used to mechanize old business processes ï so-called process 

automation, without rethinking those processes. His suggestion was to reengineer businesses 

by a radical redesign of their processes with the help of technology to achieve vast performance 

improvements (Hammer, 1990). Another important statement in this article is the focus on 

innovation and quality. The author stated that work structures and processes were not able to 

keep pace with changes in technology, demographics and business objectives. Employees were 

trained to execute a sequence of separate tasks and complex mechanisms were employed to 

track their progress. ñBusinesses disaggregated work into narrowly defined tasks, reaggregated 

the people performing those tasks into departments, and installed managers to administer 

them.ò (Hammer, 1990) 

Smith & Fingar (2003) stated in their book ñThe Third Waveò that with the historical evolution 

of process management and the development of information technology, business people no 

longer own their business processes. As soon as a business need is formulated, the IT code, 

often implemented within Enterprise Resource Planning systems (ERP), is written and activated 

without even knowing the business impact of that process. The authors propose a new integrated 

way of managing business processes with introducing different views on the same process: a 

dashboard with key performance indicators for top management, a high-level process map for 

the business analyst, an interactive interface for the employee and a technical process language 

for the programmer. All views are based on the same underlying business process. The key 

factors for business innovation, which should take place not only in IT departments through the 

introduction of new software, are process visibility, agility and accountability.  

To explain the term Third Wave, Smith & Fingar (2003) describe Taylor´s theory back in the 

1920s as the first wave of Business Process Management and Davenport and Hammer´s 

introduction of Business Process Reengineering (BPR) and the implementation of ERP systems 

as the second wave. The implication that business processes always have to be automated and 

executed by integrated IT systems excludes all processes without any IT interaction. The issue 

of the authors is that IT is not managing data but processes data, so why not use processes as 

applications instead of data? The Third Wave Business Process Management and the 

introduction of a BPMS ï Business Process Management System ï is the balanced combination 

and extension of Business Process Reengineering (BPR), Enterprise Application Integration 

(EAI, the integration of technologies and services of systems and applications across an 

organization) and Workflow Management (WfM). It should be possible to have a business 

process language that is able to describe the management of an event for team building in the 

same precise way as to describe how computer system A is talking to computer system B. 

Business processes should become a new information type next to data, procedure, workflow 

or distributed communication (Smith & Fingar, 2003). 

Business Process Management standards to describe business processes in models have 

developed over the past few decades. They can be classified into graphical standards for 
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expression of processes in possible flows, execution standards for process deployment and 

automation and interchange standards for portability of data within and between Business 

Process Management systems. As already mentioned above, Business Process Management 

Systems also imply diagnosis standards to administer and monitor business processes. Just to 

mention one Business Process Management standard for each category: BPMN 2.0 ï Business 

Process Model and Notation by the OMG Group for the graphical representation, XPDL ï XML 

Process Definition Language - for execution and interchange and BPQL ï Business Process 

Query Language - for diagnosis (Ko et al., 2009).  

The graphical representation of business processes is the highest level of expression and the 

most natural to humans. Process modelling can be seen as a design activity using graphical 

icons, basic geometric shapes and textual information, all representing tasks, events, states and 

business rules that constitute a business process (Curtis et al., 1992). In their research on how 

novice analysts represent business processes, Recker et al. (2012) investigated five different 

process design archetypes: textual design (only text, no use of graphics), flowchart design (text 

and abstract graphics, no concrete graphics), hybrid design (text and graphics, some of them 

concrete), storyboard design (less text, mostly concrete graphics) and canvas design (no text, 

full use of concrete graphics).  

In 2004 The Business Process Management Initiative first presented the Business Process 

Model and Notation. The Object Management Group took over the de-facto standard for 

process modelling in 2010 (Object Management Group OMG, 2010). Figure 15 shows a sample 

business process model designed with BPMN 2.0 notation, modelled with ADONIS®1.  

 

 

Figure 15 Business Process Model "Borrow a book", 

own illustration with ADONIS® 

 

The sample process in Figure 15 describes how a book can be borrowed from the library. The 

view on the business process is a simple flow chart without responsibilities, roles and IT 

systems. The process generically shows tasks that have to be fulfilled to get a book or if it is 

not available which time frames are kept.  

                                                 
1 ADONIS® is a BPM suite offered by BOC Ltd. since 1995, www.boc-group.com 
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Standardization cannot be applied to all parts of Business Process Management, but most 

organizations benefit from utilizing a process framework or industry reference when starting 

with BPM. A brief classification of such process frameworks is given by the BPM CBOK ï 

Business Process Management Common Body of Knowledge (ABPMP, 2013). These 

frameworks are generally applicable for different organizations, industry specific, specific to a 

process area or technology.  

The American Productivity & Quality Process Classification Framework (APQC PCF) can be 

used by different industries to define their Enterprise Process Model ï business processes over 

the whole value chain - to see their activities from a cross-industry process viewpoint on a very 

high level. Another example for a generally applicable framework is the Value Chain 

Operational Model (VRM) that integrates the three domains of the value chain on three levels: 

product, operations and customer. The SCOR Model (Supply Chain Operations Reference 

Model) representing the industry specific frameworks focuses on end-to-end processes along 

the supply chain for enhanced communication and process-centricity (ABPMP, 2013).  

The question whether the management discipline of business processes can be listed under 

being a trend or not often can be found in literature. According to the Cambridge Dictionary a 

trend is ña general development or change in a situation or in the way people are behaving.ò 

(Cambridge University, 2017). When connecting the term trend to the definition of a process 

which is ña specific ordering of work activities across time and place, with a beginning, an 

end, and clearly identified inputs and outputs: a structure for actionò (Davenport, 1993), it gets 

clear that Business Process Management is not underlying any trends. Business Process 

Management is multi-disciplinary with many views, definitions and perspectives. The issue 

here is where, how and to which extent Business Process Management is implemented together 

with other management approaches.  

One example of perfectly matching management approaches is my research on the Siamese 

twins project and process management. The decoupled implementation of project and process 

management leads to duplication, overlapping, misunderstanding and power struggles within 

these activities. Modern management approaches already provide improvement processes, 

which sometimes even end up in projects in order to develop, implement and sustain the desired 

optimization measures within the company. At the same time, various processes are taking 

place in projects which are intended to ensure progress, target achievement and compliance 

with the planned resources in the given time and the required quality. Interactions of this kind 

require a coordinated structural organization and a harmonious interdependent procedural 

organization. The recommendation based on the research finding was to install a joint project 

and process management office to function as a link between line organization, projects, 

processes and the top management (Palkovits-Rauter, 2017). 

A literature review on all published papers in the Business Process Management Journal of 

2016 and 2017 (Volume 22 and 23), accessed via Emerald Insight (Emerald Insight, 2017), 

results in the topic map shown in Annex B - Literature Review on BPM Journal 2016 & 2017. 

The main topics under research are the Internet of Things, Big Data Analysis, Innovation, 

Supply Chain Management and Strategic Performance Management in combination with 

Business Process Management. Other relevant issues are new methods like Lean Deployment 
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or Critical Process Targeting and of course customers and employees that are affected by 

market or leadership changes.  

For chapter 9 ñEnterprise Process Managementò of the BPM CBOKÈ, Version 3.0 (ABPMP, 

2013) Peter Fingar wrote the foreword explaining the time after the Third Wave Business 

Process Management. Within the third wave itself, Fingar (2003) imposed to free business 

processes from technology and to start managing the whole value chain through Business 

Process Management, the so-called Enterprise Process Management. Enterprise Process 

Management means spanning the entire process over suppliers, organization and customers by 

kind of ignoring the traditional organizational structure. It includes all work performed to 

deliver the product or service, regardless of what business unit, performer or location is 

involved. This broader view includes all aspects of the process, its costs, problems, systems, 

quality and even performance. With meaningful key performance indicators for management´s 

view on the process, even internal competition and thus better performance can emerge 

(ABPMP, 2013).  

Drucker already stated in ñManagement Challenges of the 21st centuryò, summarized in ñThe 

Essential Druckerò (2001) that no one company owns the whole value chain. Cloud computing 

could close the gap between Enterprise Process Management to Value Chain Business Process 

Management. Moving Business Process Management Systems into the cloud, shared Business 

Operations Platforms (BOPs) or Business Networks can be established and dynamically 

managed by companies and their suppliers and customers (ABPMP, 2013). 

Figure 16 shows global expenditures for Cloud Computing Services from 2010 to 2017 with a 

prediction until 2021. The overall Cloud Computing Service expenditures for 2017 are 153,4 

billion US-Dollar, where Cloud Business Process as a Service (BPaaS) sums up to 42,6 billion 

US-Dollar (Gartner, 2018). 

Cloud Computing allows a very agile handling of resources and scaling up or down 

infrastructures. Business Process Management profits from cloud services by providing on-

demand platforms and services, but resource elasticity or own cloud-enabled BPM systems are 

not easy to find (Schulte et al., 2015). Cloud-based Business Process Management Systems are 

just one possible application of Cloud Computing. The challenges of the 21st century, where 

business processes are not located in single organizations, but on a corporate network level, are 

the orchestration and the choreography of these value webs (instead of value chains) via 

multiple cloud services. Service-Oriented Architecture enables business process components to 

be grouped, ungrouped, and consolidated into a fully integrated mix of on-premise and cloud 

environments. These processes are called end-to-end situational business processes (Fingar & 

Stikeleather, 2012). 
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Figure 16 Global Expenditures on Cloud Computing Services, 

source: Gartner (2018) 

 

The combination of Artificial Intelligence (AI) or machine learning as the most commercial 

application of AI and business processes was surveyed by Accenture Research including 1.075 

business process professionals (Shukla et al., 2017). Machine learning employs an algorithm to 

sort data, make decisions and improve functionality. The study showed that almost half of the 

participants have a ten times improvement on processes where machine learning is 

implemented. Artificial intelligence can be integrated into processes with three different 

strategies: redesign of existing processes to enlarge competitive advantage and raise customer 

value, improve interaction between human workers and machines and to establish a data 

strategy to unlock hidden value from data. One example on reimagination of business processes 

is given by the concept of the digital twin by General Electric. This organization that is one of 

the world´s largest and oldest industrial conglomerates, copies its windmill farms in a virtual 

model where all machines, parts and processes are digitized in the cloud to be able to collect 

relevant data and instantly optimize the real world.  

According to a KPMG survey about leading capabilities organizations need to be successful in 

their business from 2015 to 2017, 56% of respondents, who are senior professionals, executives 

at leading global business, IT and cloud service providers worldwide, think that smart and 

innovative management & management practices are required (KPMG, 2017). A significant 

group of people, 45% of the participants, stressed out that process automation with basic and 

advanced Robotic Process Automation (RPA) is necessary to reduce costs, to provide improved 

customer services, to further develop process efficiency and effectiveness and to address talent 

shortages. In 2015 the percentage rate was only 8% (Brown, 2017).  
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Figure 17 Leading capability required to successfully undertake business initiatives, 

source: KPMG (2017) 

 

Robotic Process Automation is usually mentioned together with the term Digital Labour. In an 

increasingly fast and global business environment, businesses need to make their business time 

and cost effective. Digital Labour enables the optimization of individual business areas through 

the intelligent automation of work processes. This helps pressurized companies reduce their 

costs and achieve or maintain their budgeted values. At the same time, automating tasks 

provides an alternative to mitigate the need for skilled labour, or more effectively use existing 

resources and more easily adapt to rapid changes in the environment and technology. 

Challenges of such organizational changes are the right tool set, the knowledge of complex 

implementation and processes of the organization, the costs of system integration and the 

training of the employees. Robotic Process Automation solutions are branch independent and 

can range from simple automation like workflow orchestration to cognitive automation like 

predictive analysis and decision automation (Schirmbrand, 2018). 

Robotic Process Automation is not about to replace Business Process Management. When there 

is a need for fast and effective results in order to continue operations, RPA is a fitting solution 

for businesses. Usually businesses discover the need for process improvement and of getting 

rid of legacy systems that hinder innovations. At this stage Business Process Management is 

the right choice. Architects and developers who engage in exploring business processes while 
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planning and developing their innovative business applications are able to boost businesses 

(Quirk, 2018).  

Newspapers, blogs or scientific publications today are full of promotive articles about the 

advantages of combining Artificial Intelligence, Cloud Computing, Machine Learning, 

Robotics or the Internet of Things with Business Process Management. None of these articles 

have the ambition to change the core elements of key issues of Business Process Management. 

BPM is just a vehicle to execute the mentioned technological evolution. 

A hundred years ago, when changes happened gradually and linear due to industrialization and 

globalization developments. Nowadays, changes are exponential. Well-known examples are 

the information and data explosion, the vast increasing number of mobile devices or internet 

connections and also growth rates of human population. Exponential change within 

organizations means pressure on the management due to shorter product life cycles, increasing 

and disruptive competition, vast amounts of manageable data and also a persistent demand for 

higher quality and productivity. Fingar & Stikeleather (2012) describe the changes work-related 

to structure, content and processes as follows: 

¶ Less rigid process routine - more creativity to perform 

¶ Less focus and direction - more collaboration and teamwork 

¶ Fewer silos of knowledge - more social skills and information sharing and spreading 

¶ Fewer unskilled workers - more technological expertise 

¶ Less fixed working hours - more pressure on time 

¶ Less geographic dependence - more mobility (availability anywhere, anytime) ... 

 

Organizational characteristics will be agile, lean and client-focused. Organizations will force 

preparation rather than planning, flat hierarchical structures and continuous reinvention of 

networks of partnerships to gain a competitive advantage (Fingar & Stikeleather, 2012).  

These findings and the interrelations between them are explored in the upcoming chapters of 

this theses. An overview is given in Figure 18, illustrated as an ñoldò map where definitions, 

connections, dependencies or preclusions are not known yet.  
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Figure 18 Map of influencers of BPM, 

own illustration 
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3.2 Strategy 

The borders of the 20th century are challenges of industrialization at the beginning and the ones 

of globalization at its end. Numerous theories on strategy and the process of implementing a 

strategy have been formulated during this time and still have universal validity and can be 

applied to various industries (Hax & Majluf, 1991).  

Mintzberg (1987), Porter (1996), Chandler (1962) and other authors researched numerous 

dimensions within the context of strategy: as decision patterns, as a set of long-term objectives, 

task and resource allocation programs, as the definition of important competitive domains of 

an organization, as response to achieve and hold competitive advantage by analysing external 

opportunities and threats and internal strengths and weaknesses (SWOT analysis), as conduit 

to abstract managerial tasks on different levels or as a carta of contributions a company wants 

to provide its stakeholders (Hax & Majluf, 1991). 

Organizational strategies are built on an enterprise level, most commonly initiated by 

shareholders and owners and executed by Chief Execution Officers (CEOs) and their teams. As 

discussed earlier in this thesis, Business Process Management influences the business strategy. 

Figure 19 expresses that vision, goals and strategy are on the same organizational level than 

Business Process Management.  

In earlier stages of Business Process Management organizations focused on single processes 

instead of the complete set of processes of the company. When these processes were not 

working, responsible persons changed or improved them to make them work again. To achieve 

a competitive advantage all processes that make up a common value chain should be integrated 

and support each other. The focus should be on organization-wide process concerns. An 

organization that has business models with perfectly fitting processes, business-wide process 

measures for process support of business strategies, goals and initiatives and models that 

provide a picture of aligned processes and sub processes are called process-centric 

organizations with a fitting business process architecture (Harmon, 2014). 

 

 

Figure 19 Business process pyramid, 

own illustration, source: Harmon (2014) 



10.13147/SOE.2020.007

 34 

 

 

ñA company´s strategy describes how it will create value for its customers, its shareholders, 

and its other stakeholders.ò (Harmon, 2014). From the definition of a business process, given 

earlier in this thesis, strategy and business processes have the value creation in common.  

Defining a strategy according to Porter´s (1980) well-known Competitive Strategy approach 

means to go through three process phases. The first phase relates to the determination of the 

current position of the company including the identification of the current strategy. The second 

phase looks at the environment of the organization. What are competitors doing, are there any 

political or societal changes or what are my success factors or weaknesses relative to 

competitors? In the last phase the new strategy is formulated. 

Historically this approach was working fine for organizations as competitors were rare and 

capital investment for production lines were too high for new entrants and competitors were 

geographically not relevant (Harmon, 2014). 

Knowing exactly what the value for the customer is and organization is offering, means having 

a competitive advantage. A shoe store for example offers shoes to walk, so its competitors seem 

to be other shoe stores. But with a deeper look, the value for the customer is not a shoe, but a 

way to move forward. This way to move forward could be running, walking, rolling or skating, 

so possible other competitors are also sports equipment stores. The value for a single customer 

can be different to another, when for example wearing a sports shoe in the office. 

For giving an explanation on the term competitive advantage, Porter´s theory on the value chain 

must be mentioned. According to Porter (1996), a value chain includes every activity involved 

in adding value to a product or service sold by an organization. Porter´s value chain could be 

seen as the pendant to Hammer´s (1990) core process, as Porter also distinguishes between 

primary processes like logistics, operations or marketing and support processes like 

procurement, technology or human resource management. Thus, a competitive advantage can 

be achieved by executing the value chain more efficiently than competitors do, meaning selling 

a product or a service with a higher profit to the customer. Competitive advantage does not 

mean being the largest company but defining a strategy or position that the organization can 

occupy. This could be the satisfaction of needs of customers ignored by other organizations, 

offering products to customers in a specific geographical area or selling products at a price other 

companies don´t choose to provide.  

Coming back to value chains, competitive advantage is something not stable or lasting due to 

rapid competition or market changing. Competitors can easily copy any market position by 

copying the lean processes and speed up with efficiency. Porter (1996) in his essay about ñWhat 

is Strategy?ò stresses out the difference between operational effectiveness and strategy. On one 

hand operational effectiveness means executing similar activities better than others, by 

producing faster, having better personnel or using modern technology. Competitive strategy on 

the other hand means performing activities in a different way or performing different activities. 

Strategy involves a kind of positioning that in the end leads to a perfect fit of strategic activities. 

Porter describes three different kinds of positioning: variety-based positioning focuses on the 

variety on different services or products rather than customer segments, needs-based 
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positioning emphasizes on meeting most or all needs of a specific customer group and access-

based positioning to reach customers in different ways or channels. But positioning also means 

to strategically find activities that are not executed, the so-called trade-offs. Strategists have to 

decide what not to offer to customers in order to keep their market position. 

Porter (1996) summarizes the answer to his question on what strategy is as follows: ñStrategy 

is creating fit among a company´s activities. The success of a strategy depends on doing many 

things well- not just a few ï and integrating among them. If there is no fit among activities, 

there is no distinctive strategy and little sustainability.ò This definition of a strategy closes the 

loop back to the process-centric organization mentioned above.  

 

3.2.1 Strategic Management 

Strategic planning as one central task within Strategic Management was mainly driven and 

developed by Ralph Cordiner, a Chief Execute Officer at General Electrics between 1950 and 

1963. Within this era, he made General Electric the most valuable company worldwide, 

according to an issue of Business Week in 1997 (Vaghefi & Huellmantel, 1998). 

Gluck et al. (1982) vaguely describe Strategic Management as a management approach that 

ñshould refer to some special kind of management process or system, one that links strategic 

planning and decision making with the day-to-day business of operational managementò and 

additionally provide a four-phases approach. Basic financial planning includes the budget 

forecasts for investments and projects for the following year. The forecast-based planning 

emerges naturally from the basic financial planning and includes multi-year budgets (usually 

known as five-year plans) that are planned with different sources of information and data and 

are sufficient to extrapolate current trends. A step ahead phase 2 is the externally oriented 

planning including deep analysis of external environmental factors and emerging market trends 

as well as analysis of customers and competition. The fourth phase ï Strategic Management ï 

represents an evolutionary improvement in relation to the phases one, two and three. Strategic 

Management consists of input and commitment including top management down to lower-level 

managers. Special planning groups are implemented to focus on the company´s real competitive 

advantage. Figure 20 illustrates these four phases in the evolution of strategic decision making. 
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Figure 20 Phases in the evolution of Strategic Decision Making, 

own illustration, source: Gluck et al. (1982) 

 

Wheelen et al. (2018) introduced a ñStrategic Management Modelò in the early 1980s with four 

basic elements of the strategic management process: environmental scanning, strategy 

formulation, strategy implementation and evaluation and control. Based on Mintzbergôs modes 

of strategic decision making (entrepreneurial, adaptive and planning mode), the authors provide 

a more comprehensive eight-step strategic decision-making process for strategic decision 

improvement. Hax & Majluf (1991) identified necessary tasks conducted in a formal business 

strategic planning process. Both inputs are combined and thus define fundamental elements of 

a business strategy, shown in Figure 21.  
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Figure 21 The Strategic Management Process, 

own illustration, source: Hax & Majluf (1991), Wheelen et al. (2018) 

 

A structured and quite clear guidance model of steps corporations should go through in the 

strategic management process explicitly reveals the importance of Business Process 

Management within this process. In the phase of Strategic Implementation, where strategy is 

put into action, the sequence of steps needed to do the job are highlighted, shown in Figure 22.  

 

 

Figure 22 Strategic Management Model, 

own illustration, source: Wheelen et al. (2018), originally from 1981 

 

Main theories and teachings of early and significant thinkers of business strategy, Peter F. 

Drucker and Henry Mintzberg, formed the basis for further works of important authors like 

Ansoff, Chandler, Argyris, Porter and of course Kaplan & Norton. 
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These mentioned major theories were designed in the 1960s. They have not been replaced but 

still exist and stand beside theories developed later on. A review on Strategic Management 

theory must therefore identify those key theories developed over the years to build a 

comprehensive theory of Strategic Management. 

In order to gain a broader view on the theories of Strategic Management some of the key 

contributors are briefly presented within Table 3. 

 

Table 3 Theories on strategic thinking, own compilation 

 

 

Four newer research works that are based on the already mentioned authorsô theories are the 

knowledge-based view on Strategic Management, the TOWS analysis, the wicked problems 

analysis and sustainability. Grant (1996) describes his theory as the analysis of organizational 

capabilities with insights into the linkage between these capabilities and competitive advantage. 

The more a firm is accessing and integrating the specialized knowledge of its employees the 

more distinctive capabilities are available. Two relevant factors within this analysis are the level 

of hierarchy, where Grant proposes employees with multiple organizational roles moving 

around multiple teams, and the distribution of decision making, where decisions have to be 

made where the knowledge is.  
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TOWS (derived from SWOT) framework with focus on external environment combines 

analytical techniques such as competitor analysis, PESTLE (Political, Economic, Social, 

Technological, Environmental analysis) or the Delphi method to create forecasts on 

opportunities and threats; the value net, value chain VRIO (Value, Rarity, Imitability, 

Organization) and other techniques then identify strengths and weaknesses. These analyses are 

then matched (Prescott & Herko, 2010). 

Camillus (2008) describes how to deal with wicket strategies when organizations are coping 

with wicket problems. These sorts of problems occur when companies are facing constant 

changes or unprecedented challenges. By using social-planning processes such as stakeholder 

involvement, communication or a simple focus on action corporate strategies can be aligned to 

occurring challenges.  

In their book ñCradle to Cradleò the authors describe the involvement of environmental thinking 

into every aspect of an organization. Entire life cycles of our products are paid attention to 

(Braungart & McDonough, 2002). Sustainability and Circular Economy are further discussed 

in chapter 3.7 Supply Chain and Circular Economy. 

 

3.2.2 Strategy and Business Process Management 

The link between strategy and Business Process Management starts with Porters fit of activities, 

expressed by so-called Activity-System maps to ñshow how a company´s strategic position is 

contained in a set of tailored activities designed to deliver it.ò (Porter, 1996). The example 

shown in Figure 23 describes the strategy of Southwest airlines to become a low-cost carrier, 

where the rectangles are themes and circles are activities supporting those strategic positions.  

 

 

Figure 23 Porter´s strategic activity-system map, 

source: Porter (1996) 
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We know that senior executives are not the ones designing or managing processes within an 

organization. This Activity-System map is also not supposed to be drawn by these executives 

and handed over to process responsible to create processes around the given themes. Porter 

suggests that senior executives think in terms of processes, so that one strategic goal creates a 

value chain to create a clear competitive advantage for the organization (Harmon, 2014). The 

process manager then ñreverse engineersò his processes to check if the core processes are 

supporting the themes and activities of the strategy map.  

Balanced Scorecard (BSC) is a management information system that combines both financial 

and non-financial metrics into one comprehensive system. The BSC approach translates the 

vision and the derived corporate strategy into goals and key performance indicators in four 

areas: financial perspective, customer perspective, internal process perspective and learning and 

development perspective (Thommen & Achleitner, 2012). Harmon (2014) criticizes Kaplan and 

Nortonôs Balanced Scorecard approach in a way that the assumption of that approach is that 

any organization has just one single strategy, neglecting marketing strategies or technology 

strategies and the vertical business alignment lacks a truly process-oriented perspective. The 

author together with BPTrends (2017) propose a comprehensive approach where strategists and 

enterprise process managers use the same tool set, which is described in Figure 24.  

The strategy group does the work on creating an organizationsô strategy by for example 

following Porter´s three phases approach, described earlier in this thesis, but in a process-

oriented way. Instead of thinking about products and services, the strategy group already 

describes value chains. To do so the strategy group must have access to process metrics, 

performance measurement tools and data. By handing over these value chains to the enterprise 

process managers these value chains are described in a more specific way and performance and 

process metrics are assigned. The mentioned business process architecture used by the process 

management group is the business process management and government system of an 

organization where core and support processes are aligned to fit together and work correctly 

(Harmon, 2014). 

 

Figure 24 Co-working of strategists and process managers, 

source: (Harmon, 2014) 
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Van Alstyne et al. (2016) give an explanation on how Appleôs competitive advantage developed 

with the introduction of its iPhone. The authors explain that establishing a platform rather than 

a business pipeline is more successful. A platform usually has an owner that controls intellectual 

property and governance and providers that interact with users. In addition, producers create 

content to be sold and consumers using these products or services. In Appleôs example the 

producers are application developers and consumers are buyers of these apps. If Appleôs iPhone 

would only be a mobile phone the business would be a pipeline business ï a classic value chain 

model.  

Organizations that are highly competitive as pipeline businesses ï these are traditional 

businesses with value chains from suppliers over product or service provision to customers - 

loose when a platform business enters the same market. Therefore, companies will transform 

their pipeline business to platforms if possible. Well-known examples of platform businesses 

are Uber, Alibaba, Airbnb or Nike. The chief asset of platform businesses is the network of 

producers and consumers.  

In regard to Business Process Management the major distinction of pipeline and platform 

businesses is the view on business processes. Pipeline firms orchestrate their internal labour 

and resources to optimize the entire value chain. The main focus is performance increase 

through efficiency. Platforms simple facilitate interaction between producers and consumers.  

Performance maximization of the lifetime value of individual customers at the very end of a 

linear process in pipeline businesses is facing total value maximization of an expanding 

ecosystem in a circular, iterative, feedback-driven process in a platform business (Van Alstyne 

et al., 2016).  

Traditional pipeline businesses can also start a platform business if they manage to handle the 

new business rules. Porter´s five forces model is applicable for pipeline industries, but for 

platform industries the model must be extended (Harmon, 2014). Customers for example can 

swap roles on a platform as being providers like app developers and consumers buying apps. 

Platforms are usually not seen as competitors as they aggressively enter the market. Swatch is 

now not only competing with Timex, but also with Apple (Van Alstyne et al., 2016).  

Other rule-changers in Strategic Management are interactions on the platform that create value 

to producer and consumer, instead of growing sales like in traditional pipeline industries. 

Interactions often do not generate great value in the first place, but the quality of interactions 

and the number of fits is essential for success. Access and governance must be set smart. Rules 

and open architecture are the instruments of platform owners.  

Platform businesses need other metrics than pipeline industries. Instead of optimizing processes 

and discovering bottlenecks, platform owners measure interaction failures, user engagement, 

match quality or negative network effects (Van Alstyne et al., 2016).  

Strategic decisions on running either a pipeline or a platform business imply that the 

organization has to manage digital assets. A so-called digital strategy is not only concerned 

with the management of these assets, but includes the entire process, starting from information 

collection, see Figure 25. The interchangeability with the term online-marketing strategy is not 
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given as this is just a step in the process as subcategories of the digital strategy such as the 

digital-marketing strategy are created (Rauser, 2016). 

 

 

Figure 25 Digital Strategy Process, 

own illustration, source: Rauser (2016) 

 

The purpose of having a digital strategy is to create value more efficiently. Knowing and 

defining the organizationôs challenges and opportunities, the creation of adequate guidelines, 

measurements and road maps to face these factors and a step by step roll out with achievable 

goals will help sustaining in the market (Rauser, 2016).  

One term that at first glance is not perfectly fitting to the traditionally slow function of strategy 

is agility. Leberecht (2016) in his Harvard Business Review article ñMake Your Strategy More 

Agileò connects the tool ósprintô, derived from agile software development, to the definition of 

strategies as times became more volatile, uncertain and complex for organizations. Sprints 

break down complex processes into sizable and achievable parts that can be accomplished much 

faster than the complete process. The basic concept of an organizational vision that is described 

as long-term or permanent purpose and principle of an organization faces the new suggestion 

of improvisation as suggestion for fundamental openness and flexibility of the entire company.  

Rogers (2016) proposes a more holistic approach for organizations ï he calls it digital playbook 

- to address the competitive challenges of digitization. Organizations see themselves trapped 

and forced to move into the digital age, but digital strategies should not be results of random 

processes. Rogers therefore describes five domains of strategy that digiti zation is changing.  

Customers as one domain of digital transformation were served by mass production and mass 

communication in traditional theory. In the digital age customers form networks that strongly 

interact with each other to share knowledge, experience and product usage. A networked 

customer can become a heavy influencer and a partner in innovation phases as he acts like a 

node within dynamic networks. Such connected customers have five core behaviours 

businesses have to manage: access (be faster and easier, be always available), engagement 

(become a source of valued content), customization (offer products or services adaptable to 

customersô needs), connectivity (be part of customersô conversations) and collaboration (invite 

customers to help shape your enterprise) (Rogers, 2016).  

Mass-marketing and mass-production to binary customers ï buy or not buy ï have been the 

pillars of businesses of all kinds in the twentieth century. In the digital age organizations need 
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to engage with customers within a network as these customers can become brand champions, 

influencers, partners or co-creators of value (Rogers, 2016). The relationship between 

businesses and customers can be described as one similar to stakeholders in project-oriented 

organizations, while customers within the network become end users, business partners, 

investors, press, government regulators or even employees.  

A second domain is competition. Industries become fluid in the digital age, partners can become 

rivals and vice versa. As already stated by Van Alstyne et al. (2016), platform businesses are 

allowing one business to create value by facilitating interactions between other businesses or 

customers through digital technologies. Not only platform businesses are concerned, every 

relationship within or outside oneôs industry can shift from competition to cooperation, 

influencing one single service or product or the whole enterprise. The concept of co-opetition 

means competing in some areas but cooperate in others where it is valuable to act like partners 

for gaining success (Rogers, 2016). 

Data, as the third domain, generated from business processes was used mainly for forecasting 

or decision making in traditional businesses. Data was expensive to produce and even more 

expensive to store. The primary use of data out of measuring and managing business processes 

was to optimize existing operations. In the digital age data is not only generated by for example 

market survey but is generated in outrageous amounts from every interaction in processes inside 

and outside the businesses. Social media, mobile devices, sensors within the supply chain are 

providing vast amounts of data each second. Data now is available seemingly limitless, but the 

real strategic asset generated from data can only be generated by seeing data as source of value 

creation (Rogers, 2016). 

The forth domain is innovation which will be discussed in detail in chapter 3.6 of this thesis. 

The changes from traditional innovation management to innovation in the digital age is the 

approach of continuous learning through rapid experimentation. Faster testing of ideas is 

possible with the help of digital technologies. With active involvement of customers, market 

feedback can be gained very early in the innovation process, during the launch phase and 

afterwards (Rogers, 2016).  

The last domain is the value provided to customers. Businesses used to deliver a constant value 

to customers with improved updates from time to time. By adapting one´s value proposition by 

making use of emerging opportunities such as technology, the effects of an eventual entry of 

disruptive businesses can be limited to organizations. Connecting this last domain to the 

changing customer behaviours from the first domain, organizations have to face customersô 

ever-changing needs by exploring new technologies for opportunities of creating new business 

models instead of just supporting existing ones.  

This chapter provided an overview of the evolution of the theories of Strategic Management 

over time and ended up with digital and agile strategies in relation to technological 

developments. Not only strategies are facing such new developments, the evolution of 

organizations, organization theory as well as the nature of work are subjects of emerging 

theories. 
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3.3 Organizational Evolution 

Daft et al. (2010) picture organizations as ñ(1) social entities that (2) are goal-directed, (3) are 

designed as deliberately structured and coordinated activity systems, and (4) are linked to the 

external environment.ò   

Organizations can be seen as open systems with people to perform some specific purpose, 

encouraging interaction with the environment (Robbins & Coulter, 2005). Especially this 

interaction with the surroundings of an organization forces changing parameters that form 

organizations. Such parameters are e-business, technology or employee expectations.  

Starbuck (2003) historically clarifies that organizations themselves were created thousands of 

years ago, but definitions on general rules about organizations that would contribute to 

organization theory are results of only the last half of the 20th century. Developments related to 

changes forced by industrialization and globalization during the last half of the 19th century and 

the first half of the 20th century let theories emerge as many more people were concerned. By 

the 1920s the term organization became a formal term describing ña formally constituted 

medium-sized social systemò (Starbuck, 2003).  

Hatch & Cunliffe (2006) provide a very comprehensive timeline overview of theorists on 

organization theory, that is summarized in Table 4. 

 

Table 4 Historical Overview on Organization Theory, own illustration, source: Hatch & Cunliffe (2006) 

 

 

Adam Smith, a Scottish political economist (1723-1790) was the first author to publish a formal 

theory on organizations in 1776 in ñAn Inquiry into the Nature and Causes of the Wealth of 

Nationsò. In his work Smith explained how division of labour creates economic efficiency. 

Durkheim (1858-1917, a French sociologist) added the need of hierarchies and task 

interdependence to Smithôs theory and thus opened the way for the concept of the informal 
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organization next to the formal one. The research field of organizational culture emerged (Hatch 

& Cunliffe, 2006).  

Work specialization as we use the term today describes the degree to which activities are 

divided into separate jobs within an organization. Taylor (1914) created the theory of Scientific 

Management with four groups of new duties for management, as enhancement of his earlier 

findings on management of initiative and incentive. The first group consists of the gathering of 

all traditional knowledge from the workmen and translate and calculate it to laws, rules and 

formulae. The second group of duties is formed by the scientific selection of workmen with the 

progressive development of these employees. The third group, for this thesis the most 

interesting one, intends to bring together science and workmen, meaning that the management 

that performs scientific management should align the employees with their laws and rules. 

Taylor does not speak about working or business processes yet but meant it. The last group 

explains the division of work between employees and the management, so the employees are 

not interrupted in their work to sell products to customers.  

Performance and satisfaction decreased, and a new philosophy was created after World War I. 

by rethinking the manufacturing process and team working, implementing quality circles and 

thus adding knowledge to work (Drucker, 2001).  

Grouping jobs together to be able to coordinate common tasks is called departmentalization. 

Organization theory, mainly driven by Fayol (1949), describes five different forms: functional 

departmentalization clusters jobs by function performed (functions are accounting, 

manufacturing, purchasing, etc.), geographical departmentalization clusters jobs on 

geographical basis (countries, regions, continents, etc.), product departmentalization clusters 

jobs by product lines (rail, road, car, etc.), process departmentalization clusters jobs on the basis 

of product or customer flow (assembling, finishing, inspection, etc.) and the customer 

departmentalization clusters jobs on the basis of customer segments (retail, wholesale, 

government, etc.) (Robbins & Coulter, 2005). 

The chain of command represents the continuous line of authority that spans from upper 

organizational levels to the lowest. This concept became more and more obsolete as employees 

are empowered to act, make decisions and have access to more information about the 

organization thanks to technology. The chain of command is relevant in governmental areas 

and especially in ministries of defence.  

The span of control within an organization is the number of employees one manager can handle. 

The wider this span of control the more efficient an organization as less managers are needed. 

There is no perfect span of control as this number depends on managerial techniques and skills 

as well as on employees´ skills, organizational culture and technology used. The trend towards 

larger spans goes hand in hand with cost reduction efforts, speeding up decision making, 

increasing flexibility, getting closer to customers and empowering employees (Fayol, 1949). 

The organizational structure is created by management and defines which job tasks are divided, 

grouped and coordinated within this framework. The creation of such an organizational 

structure is called organizational design that is a process with six key elements, some are 

derived from Fayolôs 14 principles of management, shown in Figure 26.  
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Figure 26 Organizational Design, 

own illustration, source: Fayol (1949), Robbins & Coulter (2005) 

 

Barnard (1938) stressed out that the communication of goals and the development of an 

organization depends on cooperation and thus enhanced the theories of Follett and Taylor.  

Weber (1947) was interested in a new kind of authority structure and effects of industrialization 

on society. He defined the new order of organizing societies in industrialized organizations as 

rational-legal authorities. Compared to traditional authority based on inherited status and 

charismatic authority executed by exceptional individuals, rational-legal authorities bind 

themselves and their people in charge to strict established rules and laws to ensure appropriate 

behaviour by all persons involved. This structure of rules and laws also implies that everyone 

can become a leader by following those rules and laws. Weber proposed the theory of 

bureaucracy in his book ñThe Theory of Social and Economic Organizationsò in 1924. 

Centralization and decentralization are the degree to which decision-making is either 

concentrated at a single top point in an organization or spread down to lower-level employees 

that are closer to action. Younger organizations are more decentralized as more flexibility is 

provided. Formalization describes the degree of which instructions, processes, etc. are written 

down and thus the degree of freedom how a job can be done (Pugh, 1973). 

 

3.3.1 Organizational Design 

One major task of management is to decide on the right organizational structure. Taking both 

extremes, mechanistic and organismic organizations (Burns, 1963), shown in Figure 27, that do 

not really exist in practice, management has to find the perfect mix considering four 

contingency variables: organizational strategy, size, technology and degree of environmental 

uncertainty.  
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Figure 27 Mechanistic versus organic organizations, 

own illustration, source: Burns (1963) 

 

From the organizational design simple, functional and divisional structure tend to be 

mechanistic organizations while contemporary structures such as team-based, matrix or project 

structures, autonomous internal units, boundary less organizations or the learning organization 

are more organically oriented (Robbins & Coulter, 2005).  

The concept of organizational forms was employed by Marschak & Radner (1972), explaining 

two functions of organizations: the clean information function to describe rules used to obtain, 

process and transmit information and the activity function to clarify rules used to act on received 

information. Hannah & Freeman (1977) extended these two functions by a formal structure of 

an organization, the archetypes of activities and the normative order. 

A simple structure is fast, flexible and inexpensive but usually relies on only one person who 

is the boss. Organizations with a functional structure have cost-saving advantages because of 

specialization, but with the departmental segmentation functional managers have little 

understanding of what other units do. Multi-divisional structures, developed in the 1920s but 

ignored until the 1960s and observed by Chandler (1962), focus on results of entire products 

and services, but often activities and resources are duplicated in some divisions what makes the 

organization inefficient.  

Drucker (2001) already mentioned team-based structures in his research on management in 

1999, but contemporary organizational designs focus on self-managed teams with team leaders 

who form a team with other team leaders that themselves have a team leader. A team, 

organizationally speaking, is a position whose tasks are handled jointly and largely 

autonomously by a group of persons (Thommen & Achleitner, 2012). Teams can be 

implemented complementary to the existing organizational culture as constitutive element 

where the organization only consists of teams.  
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