Business Intelligence

What’s Going
on in My
Organization?
xBML can help you find out.
BY CEDRIC TYLER

It used to be fun to be a CFO. Nowadays, however, potentially
dire consequences face most CFOs on any given day—
headaches that threaten to make or break a business or career.
To wit: global expansion, outsourcing, financial market fallout,
an aging workforce, aging products, globalization, new “upstart”
competitors, and the list goes on.
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Many companies resort to the venerable
Figure 1:
“big name” consulting firms to iron out
wrinkles, but, as a business owner and
business book author, it has become clear
to me that consulting firms can often
accentuate problems. Furthermore, the
price tag can be outlandish, though many
companies feel forced to spend more and
more capital on so-called specialists (who
are often newly minted MBA grads).
Given the challenges of today’s complex
21st Century corporations, any poll of
CFOs would reveal that many, if not
most, have little idea as to who is doing
what, with which information, let alone
where and when. This limited view of
business operations leaves business leaders and their respective organizations vulnerable, fractured, and usually operating
far from optimally.
What if these business operation details
were available and accessible in a dataFlowchart isn’t
base? What if this level of internal
supposed to be
readable.
knowledge—this view of a business’s
inner workings—were available, continually updated, and coupled with an analysis
that drilled down and corrected inaccuracies, weak links, and “leaks” within that
companies unable to examine—let alone manage—their
business’s infrastructure?
weaknesses. Time and the business world have dictated,
It would equate to nothing less than CFO nirvana.
however, that business modeling can’t be difficult and
As a former applied researcher and technologist for
complicated; it must be relatively easy to use, it must be
IBM, the lead inventor of eXtended Business Modeling
business “friendly,” and it must allow for a composite
Language (xBML™), and lead author of Business Genetics,
understanding of what’s going on in almost any organizaI have encountered many nightmare business scenarios—
tion within any industry—clearly, succinctly, and virtualcompanies operating so inefficiently that a number of
ly intuitively.
people would be shocked that the businesses could surTo understand 21st Century business modeling, you
vive. One of the leading U.S. banks in Charlotte, N.C., is
must look at business modeling history—the bad as well
an example. So are a Colorado telephone company and
as the good aspects—or you are doomed to repeat it.
a Fortune 500 brewing company, to name a few. Most
face the litany of problems outlined at the start of this
article—plus dozens more.
A LOOK AT THE APPROACHES
Traditionally, the three most widely used approaches to
understanding and improving complex business operaNEW BUSINESS MODELS CAN HELP
tions have been external consultants, business process
But there’s a ray of optimism: “21st Century business
mapping, and Six Sigma or Lean methodologies.
modeling” is helping to turn the tide on businesses built
on innumerable fractures. Within the last decade, new
External Consultants: The biggest issue with external
technology, along with an “evolutionized” and more accuconsultants is that CFOs and their staffs often become
rate examination of underlying business operations
incapable of solving their own problems as the organizaDNA),
has
offered
promise
to
a
corporation’s
like
(much
tion relies more and more on outside help. They run the

Typical Process Map
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risk of becoming dependent and not developing their premier, sustainable competitive
advantage, namely the ability to assimilate
change faster than their competition.
Furthermore, external consultants can
become prohibitively expensive over the
long run, and in many, if not most,
instances, they provide little to no “magic.”
Moreover, businesses can often hire the same
human resources at half the cost. It’s also
important to remember that major consulting firms
are businesses, so they understandably exist to maximize
their own profits.
Business Process Mapping or Process
Redesign/Reengineering: While the intent of business

process mapping is noble, historically the tools and tech-

Sample Process Map for IT System Development

Flowchart isn’t
supposed to be
readable.

ILLUSTRATION: LOLA KAMALOVA AND BEK SHAKIROV/WWW.LOLABEK.COM

Figure 2:

nology haven’t developed or matured enough
to do the job adequately (or accurately).
The process maps usually found in corporate America today are crude, often
superficial renderings of business operations. These snippets of workflow are
usually developed by process “artists”
who randomly siphon a limited “slice” of
business knowledge (usually some string of
activities in a “swim lane,” denoting vague
“responsibilities”). When studying these renderings as
an applied researcher at IBM, it became apparent that
there was no standard, no method, no science, no consistency, and, ultimately, little value in generating the charts.
The value from today’s process map simply doesn’t warrant the effort and the output generated, so the map typi-
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cally has held (and continues to hold) limited shelf life.
Figure 1 is an example of a typical process map. It tries
to represent the apparently not-so-simple process of a
client ordering a statement of account. As you can see,
the depiction is difficult to follow and begs further clarification. There are myriad “shapes” and arrows, and the
overall look and feel is one of unclarity.
Figure 2 shows another so-called business process map.
This map (from one of the world’s largest banks)
attempts to represent the process of IT system development. Again the arbitrary “boxes and arrows” are severely
limited in what is being communicated, and the arbitrary
process representation (now with completely different
symbology/notation) omits critical details, namely who in
the company is responsible for tasks, where tasks get performed (at which geographies), when tasks get performed, and which information (or databases) is needed
to provide information required to perform a task.
Six Sigma or Lean Methodologies: Finally! Many businesses could and did turn to Six Sigma—and with good
reason. It presented a more precise and statistical analysis
of root cause “issues.” Six Sigma is essentially a framework and set of practices originally developed by
Motorola to systematically improve processes by eliminating defects (where a “defect” is defined as nonconformity of a product or service to its specifications).
The approach was formulated in the 1980s but was
heavily influenced by preceding decades of quality
improvement methodologies such as Quality Control,
Total Quality Management, and Zero Defects. Like its
predecessors, Six Sigma asserts the following:
◆ Continuous efforts to reduce variation in process outputs are key to business success.
◆ Manufacturing and business processes can be measured, analyzed, improved, and controlled.
◆ Succeeding at achieving sustained quality improvement requires commitment from the entire organization, particularly from top-level management.
The term “Six Sigma” refers to the ability of highly
capable processes to produce output within specification.
In particular, processes that
operate with Six Sigma
quality produce at defect
levels below 3.4 defects per
million opportunities
(DPMO). Six Sigma’s
implicit goal is to improve
all processes to that level of
quality or better.
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The xBML
Business Framework
Figure 3:

But the “fatal flaw” or Achilles’ heel of Six Sigma is the
fact that the result of the Six Sigma analysis is foundationally dependent on the understanding of the business
process at hand. That is, the poorer or more “flawed” the
definition of the process, the poorer or more flawed the
Six Sigma result will be. And, unfortunately, Six Sigma
doesn’t prescribe a definitive, accurate, and scientific
method for process representation. This is left to the arbitrary devices of the Six Sigma practitioner.

XBML—A NEW APPROACH
Enter eXtended Business Modeling Language, which satisfies the need for a business modeling methodology to
be easy to use as well as business friendly. It graphically
models (depicts) a current business’s operations, and it
exemplifies “next-generation” business modeling.
It’s critical to note that any 21st Century business
modeling approach must look at a business in terms of a
sound theoretical framework. And it’s imperative to initially grasp: “What needs to be understood in a business?”
This is an intriguing question that has no good textbook
answers. The answer is as simple as the proverbial perplexed CFO or business
leader needing to know
who (people) is doing
what (activities or tasks),
with which information,
where (geography) and
when (time frames). For
the sake of convenience,
let’s refer to these five

Figure 4:
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supposed to be readable.
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UNDERSTANDING XBML
The issue then becomes how to understand these five
business dimensions. xBML consists of a set of rules
(akin to grammar) that guides the practitioner through
the process of answering the W5 questions. As a result of
applying the rules, a set of pictures (business models) is
produced (five pictures—one for each of the five ques-
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questions as the W5, shown in Figure 3.
At its heart, this specific framework or knowledge of
the business provides a sound understanding of any business operation. Having those five aspects or “dimensions”
of a business determined accurately gives, at a glance, a
complete view of any business operation.
Without this level of complete, five-dimension drilldown into a business’s most specific inner workings—
without this level of comprehensive overview—any
business modeling approach will deliver only part of the
picture, a piece of a company’s proverbial puzzle. Moreover, correcting only one or two dimensions of a company’s operations falls far short of addressing issues, and
such halfway measures can (and often do) negate and
damage other areas of a company or process. The entire
business modeling approach in any company must be
100% comprehensive, accurate, and detailed. Period.
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tions). These pictures accurately and
completely depict who is doing what,
with which information, where and
when. This can be represented conceptually as shown in Figure 4.
The W5 business framework, coupled
with the set of rules/grammar that helps
answer the W5 questions, provides a
five-dimensional pictorial view of the
business—one that accurately depicts
who is doing what, where, when, and
with which information.
Some of the brightest business minds
in some of the most prominent organizations in the U.S. have tested this
thinking on extremely complex and
intricate business operations. These
include complex financial consolidations of more than 100 operating companies wherein this methodology
depicted and understood literally thousands of financial controls for SarbanesOxley Act Section 404 compliance,
complex accounting allocations, and
many other standard finance operations, such as general
ledger, accounts receivable, accounts payable, and payroll.

xBML Rules & Business Models
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AN EXAMPLE
One of the most onerous yet robust uses of this technology is in the nuclear power generation industry. To ascertain the merits of this new thinking, executives used the
xBML methodology to better understand and improve a
nuclear reactor refueling outage (scheduled shutdown to
replace fuel and perform maintenance). The “process”
consisted of more than 10,000 activities, involved hundreds of different organization roles, had a multimilliondollar daily direct impact to the income statement, and
required an intricate choreography, including countless
challenges that involved:
◆ An aging/aged workforce,
◆ Regulations and safety controls,
◆ Poorly defined process,
◆ Below industry median performance record, and
◆ A myriad of contractors, subcontractors, and even
sub-subcontractors.
The net result was the creation of five xBML models
over an elapsed period of 10 weeks. These business models were analyzed by a group of Pennsylvania Power &
Light (PPL) business analysts trained in xBML and supMarch 2008
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ported by xBML-trained professionals. Improvements
were identified and implemented, and the company identified a net improvement of up to $30 million for each
subsequent refueling outage. The industry has since gone
on to develop a number of standard nuclear power generation models (actual industry blueprints) in the xBML
format.

USING XBML
It does, however, take some time and effort to learn the
rules/grammar of xBML and master the ability to create
the detailed renderings (aided by a robust and fairly easyto-use software tool). But almost anyone can be trained
in about three days.
Various xBML adopters often use the pictures in different ways. One example is in simply understanding and
communicating business operations to those who have a
need to know. The models offer a set of business-friendly,
intuitive “pictures” of a business operation that help staff
better understand what they and/or their coworkers do
(or ought to do) and that provide corporate leaders a
concise diagram of all essential information about business operations.
One industry research analyst made the following
comment about xBML business models: “They make stupid things look stupid.” Inevitably, when business representatives see these models, they ask, “Why?” That is, why
does so and so do that work, at that location, with that
information in that time frame? The solid, scientific business modeling approach produces a lucid reflection of the
business area at hand—often seen for the first time.
Usually, significant business improvements—“quick
wins”—are forthcoming simply by walking through the
diagrams with knowledgeable subject matter experts
(a.k.a. regular business folk).
Beyond initial quick wins, a host of formal analyses
can be performed on the “database” of how the business
operates to identify additional business improvement
opportunities. These analyses include cycle-time reduction analysis, affinity analysis (interrogating the xBML
dimensions to analyze who does what, what happens
where, who uses which information, what happens when,
etc.), value stream analysis (elimination of nonvalueadded activities), automation analysis, costing analysis
(by attaching pertinent metrics to some or all of the W5s,
detailed and exceedingly accurate cost estimates can be
derived), and sourcing analysis (determining optimal
sourcing for a business area).
CFOs must also ensure that business modeling
54
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approaches are capable of facilitating understanding for
critical financial initiatives such as compliance, risk management/mitigation, governance, audit, and controls.
Fortune 100 companies routinely employ this level of
business process modeling to support regulatory compliance efforts, and the scientific approach is organic to
compliance. Laws and regulations explicitly tell business
people what to do, sometimes by when, all the while clarifying who should do the work in a particular geography
(where). It’s relatively simple to build an xBML model of
a law or regulation and compare that model to the xBML
model of the business at hand. Errors, omissions, or full
compliance can be readily validated (even “proven” to
regulators) using simple binary logic.
This level of modeling is also widely used as an aid to
assessing, evaluating, and selecting commercial off-theshelf software applications. Software applications are
automated activities (what), using data (which information), performed for business representatives (who) at a
certain place (where), and executed at a certain time
(when). The xBML models provide a detailed, comprehensive representation of what the business requires by
way of automation. Candidate software packages can be
evaluated against the xBML dimensions using binary
logic to determine the solution that’s the best fit.
Finally, financial industry experts (such as Vincent
Campitelli, former senior vice president and managing
director in the emerging risk area of the internal audit
division at Wachovia Corporation) have assessed the use
and value of xBML as a tool for understanding controls
and risk and as a robust audit tool. From a risk and controls perspective, companies have used xBML to help
identify risk and to drive risk mitigation activities. Similarly, xBML can be used to represent financial controls
(any control can easily be “dissected” into a what, who,
which, when, where—or part thereof) and can be inserted into the business model at hand, making such controls easy to understand in the context of the business
and easy to understand and enforce at the business
operations level. ■
Cedric Tyler is president and founder of BusinessGenetics in
Greenwood Village, Colo. He is lead author of Business
Genetics: Understanding 21st Century Corporations Using
xBML (Wiley, 2007) and is lead inventor of the eXtended
Business Modeling Language (xBML) methodology. He also
is an expert in the fields of business modeling, business
processes, and information technology. You can reach Cedric
at (720) 266-1024 or cedric@businessgenetics.net.

