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Abstract. The management of modern companies includes the application of the 

process approach. Process approach in management is necessary since it provides a 

new perspective to the company's management in terms of identifying problematic, 

inefficient processes and activities that have a negative impact on the overall efficiency 

and competitive position of the company. Such business management which includes 

adoption and implementation of the process approach requires consideration of the 

issues related to designing a business processes performance measurement system as a 

key control and management instrument. Those companies that have not implemented 

process approach to management in the past, but, however, choose to implement this 

approach because they are faced with a fierce competition, need to set up a process 

performance measurement system. Therefore, the aim of this paper is to shed light on 

the key moments in the design and implementation of the performance measurement 

systems in a process-oriented company. In order to look at the above mentioned issues, 

the paper is organized as follows. The first section of the paper discusses the 

characteristics of the process orientation and classification of business processes in a 

process-oriented company. A conceptual framework of business process performance is 

developed in the following section. This is necessary in order to determine the concept 

of business processes performance measurement, as well as business process 

performance dimensions. Setting up the conceptual framework for business process 

performances and their measurement is a basis for analyzing the so-called strategic 

approach to the selection of the indicators of the business process performance and 

setting up (designing) business process performance measurement systems in a 

process-oriented company. At the end of the paper, the attention is given to the 

important moments and stages in developing a system to measure the performance 

characteristics of the business processes in a process-oriented company. 
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INTRODUCTION 

In the knowledge economy era, the key resources for gaining a sustainable competi-

tive advantage are of immaterial, intangible, or intellectual. In a modern business 

environment, the mission and strategic goals of a company cannot be realized without 

adequate creation, combination and application of knowledge and other intangible re-

sources. Furthermore, the importance of intellectual capital for the successful perfor-

mance of the company and the increase of its market value is generally acknowledged. 

Intellectual capital, in the information age, is the key factor in maintaining and improving 

competitive advantage (Krstić, 2009). Trends related to creating value for the sharehold-

ers and maintaining competitive position are changing. Namely, the competitive struggle 

between market rivals in the knowledge economy differs significantly in several aspects 

from business operations and market competition between companies in the industrial age.  

First, the successful management in the global business environment, among other 

things, implies networking of an enterprise with its customers, employees, suppliers, 

strategic partners and the community. Second, one of the vital market factors that distin-

guishes one enterprise from other market participants is the quality of services provided 

to consumers. Third, the key to business success of each enterprise in the "new economy" 

is the capability to predict the market discontinuities and respond to new trends and 

changes in technology in a particular industry. Therefore, the requirements to make 

changes in the manner in which one company competes with other firms, to constantly 

innovate, to increase flexibility and improve the skills and competencies within this com-

pany are always present. Fourth, the appropriate application of modern technologies can 

significantly contribute to improving the competitiveness of enterprises. Fifth, the change 

in orientation from the vertical orientation and functionally oriented management to the 

process oriented one, i.e. to the horizontal organization and process-oriented management 

is also relevant. This orientation determines the management of a series of interrelated 

business processes, which actually makes the particular business process the key manage-

ment issue. Business process management represents a condition sine qua non for effi-

cient management of modern enterprises (Novićević, 2012, p. 227; Novićević, 2010). 

Process orientation emphasizes the position that the business performance of the com-

pany can be improved based on the analysis, monitoring and improving the performances 

that make a set of business processes, again, through the implementation of which the 

functioning of an enterprise is realized. 

1. CHARACTERISTICS OF PROCESS ORIENTATION IN MODERN ENTERPRISE MANAGEMENT 

Due to the numerous benefits regarding the efficiency and competitiveness, the domi-

nant trend in many companies in the last two decades has been that of the transformation 

to the process orientation and process-oriented management. The main characteristic of 

the process-oriented management is a process as an object of control, and its main goal is 

the improvement of the business processes performances (Sekulic, Krstic, 2005). A pro-

cess-oriented company is set up by transforming traditional (functional) structure to the 

new process structure, i.e. the organizational units responsible for particular functions are 

based on business processes rather than business functions (departments). This means 

that jobs are not grouped according to similarities in functional units, as is the case with a 

functional organizational design, but according to their connection with the specific pro-
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cess. A company with a hierarchical system of functional units, through transformation 

towards process orientation, becomes "flatter", with fewer levels of management, while 

autonomous process teams perform particular activities within business processes from 

their beginning to their end (Krstić, Jovanović, Kahrović, 2012).  

Dynamic competitive conditions gradually reduce the significance of the classical, 

functional models of organizational structuring, because they are based on a vertical, 

hierarchical organization that has shown a number of limitations that reduce the effective-

ness of both organizational and business units. Therefore, companies need to eliminate 

deficiencies of the functional organization and vertically oriented management (Becker, 

Kugeler, Rosemann, 2003, p. 2)  

Process orientation has introduced innovations to the business performance manage-

ment system of a modern enterprise. In addition to management at the enterprise, busi-

ness unit or organizational unit (functional department) level, yet another level of perfor-

mance management is created – that of process performance management. Bearing in 

mind that the processes are made up of activities, the activity management concepts 

should be considered (Activity based budgeting, Activity-based costing, Activity-based 

management, and so forth). Namely, the efficient management of modern enterprise in 

contemporary conditions requires the company's management not only to focus on perfor-

mance management of business functions (departments) as organizational units, as well as 

on the performance management of business units (divisions), but also to look at the opera-

tions of the enterprise or its business units from the aspect of business processes. Therefore, 

it is necessary to plan, measure, analyze and improve the performance of business pro-

cesses, as well as the activities that constitute them. Process approach to management 

makes it possible to better identify the causes and factors of enterprise functioning in rela-

tion to the classical concept of enterprise management, i.e. the functional organizational 

design. The process approach is a tool that allows a more profound, more precise, new look 

at the essence of the company's operations and the causes and factors of its business perfor-

mance.  

 

 

Fig. 1 Process disaggregation  
(adapted according to: Jacka J. M., Keller P. J., 2004, p. 22) 
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The implementation of the process orientation allows the company to increase its 

management quality and economic efficiency (Krstić, 2000). The implementation of 

process orientation makes it possible to identify variations in terms of time, quality of 

realization and the outputs of the activities within the business process, with the aim of 

increasing the efficiency of business processes in enterprises (Krstić, Andjelkovic-Pesić, 

Andjelković, 2010). A business process is a precisely determined sequence of activities, 

with its beginning and its end, with clearly identified process inputs and outputs, which 

are necessary for satisfying the needs of both internal and external consumers (customers) 

for products or services of appropriate quality and cost and in a timely manner, while at 

the same time creating value for consumers (Bosilj-Vuksić, Kovacić, 2004, p. 32). A 

business process consists of (Jack JM, Keller PJ, 2004) the following: a) activities b) 

operations within each activity, c) tasks within operations (Figure 1). 

For the purpose of the efficient planning, measuring, analyzing and improving the 

performances of business processes, it is very important to identify the structural, opera-

tional and limiting characteristics of these processes (Krstić, Sekulić, 2013, p. 415,417).  

The first structural process characteristic is a business process hierarchy (Harrington, 

2006, p. 2). It is a capability of disaggregation of a certain process to its lower hierar-

chical elements - activities, operations, and tasks. The second characteristic is a network 

of interrelated business processes in an enterprise. This network provides the basis for 

allocating resources which makes it possible to meet specific process realization require-

ments (Janković-Milić, Krstić, 2002, p. 150). The third characteristic is the mapping of 

business processes as a graphical representation of the process and activities implementa-

tion flows. Furthermore, the benefits of mapping the values of business process flows are 

numerous and highly significant (Novicević, 2011, p. 253). The fourth characteristic is 

the chains (flows) of the business process value. This stresses that the managers should 

focus their attention to the processes and activities that contribute to creating and 

maximizing value for the consumer. The fifth characteristic is the influence of consumers 

on the business processes performances. Consumers, both internal and external ones, 

have a significant effect on the characteristics (performances) of the relevant process, its 

execution and control.  

Operational characteristics of the process are largely related to the defined objectives 

of the process, which should be implemented through the processes realization. The first 

operational characteristic of the process is identifying the persons responsible for the suc-

cessful implementation of the process objectives. The second operational characteristic is 

defining the activities, operations and tasks that are to be completed. The third charac-

teristic is the focus of the business process, namely the focusing of the process manage-

ment on the output (product/service, both of external or internal character), since the out-

put of one process represents the input of the next process in the sequence (network) of 

the specified business processes in the company. The fourth characteristic is defining the 

temporal dimension of the process, because the duration (time needed for execution) of 

the process determines the amount of investment, i.e. commitment of resources to a 

single process. The fifth characteristic is the process performance measurement in order 

to assess the best possible process management.  

Limiting process characteristics are those characteristics that restrict the output of the 

process, i.e. a product/service or a specific activity (Krstić, Sekulić, 2013, p. 417). These 

are: a) variations in the performances of business processes, b) uncertainty of the process 
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that occurs mainly due to the effect of subjective (human) factors in the process, c) limit-

ing of the process output and resources.  

Understanding and identifying of all process characteristics mentioned above is 

necessary in order to be able to best perform the classification process in a company, 

whose performances should be managed in the best possible way, and thus contribute to 

greater efficiency of the company.  

2. CLASSIFICATION OF PROCESSES IN A PROCESS-ORIENTED ENTERPRISE 

Operations of a company can be segmented in business and other work processes 

based on different approaches to this issue. Some companies identified from 5 to 6 such 

processes, while there are cases that some companies identified over 100 processes. How-

ever, it should be noted that these differences are not always the reflection of the com-

plexity of operations in one company, but rather the result of the approach applied by the 

company's management to identify the processes at the very beginning of the process-

oriented management approach implementation. Consulting firms have attempted to de-

velop process classification schemes so as to support companies that choose to implement 

process-oriented management approach in the initial phase – process-identification phase.  

The relevant literature classifies business processes in several ways: a) Following 

Harmon (2005) the crucial business processes are core processes, enabling processes and 

management processes. b) Keen (1997) suggests that there are processes that create 

value, processes that provide options and processes that sustain the value;  c) According 

to Harrington (1997) there are following activities within a business process: high-value 

adding activities, value adding activities and low-value adding activities (Harrington, 

1997). The above mentioned classifications are too general, therefore, when speaking of 

manufacturing companies, the following classification of business processes should be 

considered: the process of supplying the necessary inputs, the process of designing and 

manufacturing products, the process of product selling and other marketing activities, the 

process of delivering products and the process of providing service to customers.  

In the literature there are usually references to the behavioristic processes as deeply 

rooted patterns of behavior, action and interaction. They are related to all aspects of or-

ganizational behavior. Primarily, they are related to cognitive and interpersonal aspects of 

the company's operations. This implies decision-making, communication and organiza-

tional learning processes (Krstić, 1999, p. 130). 

The analysis of the relations between different processes in the company makes it 

possible to manage the company more successfully and the benefits of such an approach 

are the following (Krstić, Sekulić, 2013, p. 416): a) "improving the process of creating 

value for customers by helping managers to identify and improve all the relations and 

activities in the chain which creates value for consumers, b) enabling the focusing of the 

entire processes on the value that is being created through the basic (primary) process and 

the contributions of the basic business processes, c) encourage the managers to more 

systematically, thoroughly and effectively plan, coordinate and control the activities 

within the process, i.e. encourage the proper management of business processes.'' 
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3. THE CONCEPT ОF BUSINESS PROCESS PERFORMANCES 

AS A DETERMINANT OF THE ENTERPRISE'S SUCCESS 

Business process management incorporates in itself the concept of business processes 

performance management. Business processes performance can be determined as the re-

sult, effect or output of a business process or activity, which can be expressed through a 

quantitative or qualitative value. If we accept that a process represents a complex object 

of control, which consists of the activities, operations and tasks, then a conceptual frame-

work of business process performance incorporates the following: the performance of the 

activities of a business process, the performance of operations included in the activities of 

a business process and performance related to execution of tasks within the operations 

(activities) of a business process.   

The conceptual framework of a business processes performance requires the identifi-

cation of different dimensions of business process performance, such as (Krstić, Sekulić, 

2013, p. 420): 1) inputs and outputs of the processes and activities within the process, 

2) process quality performances (reliability, safety, durability, statistical stability) 

(Djordjević, Milic-Janković, 2008, p. 110; Janković-Milić, Andjelković- Pesić, 2005), 

3) process quantity performances (volume, scope of activities, scope of services, value 

flows), 4) temporal performances (speed of execution of activities, delivery time, the 

duration of execution of operations), 5) value performances (activity costs, output prices, 

etc.), 6) adaptability (flexibility) performances of a processes and its activities, 

7) effectiveness of achieving target levels of processes performance and its activities, 

8) efficiency of a processes, as well as the activities conducted within that process. 

The conceptual framework of business process performance, according to the previously 

identified types of business processes includes the following five performance groups (sets): 

process performances related to supplying necessary inputs, process performances related to 

creating and producing products, process performance related to product sale and other 

marketing activities, product delivery process performances, process performances to the 

delivery of services to the consumers.  Within each set of above specified performances a 

number of other performances can be identified based on the activities that can be identified in 

each of the mentioned processes and whose performances can be planned, measured 

(controlled), analyzed and improved by defining appropriate programs. 

The development of the business process performance conceptual framework will be 

used for the purposes of business process performance management. For the effective 

business processes performance management, it is necessary to identify the elements of 

the process in terms of the input and output of each process. Understanding of inputs and 

outputs allows us to quantify, i.e. measure following complex and comprehensive 

(aggregate) process performances - process efficiency and effectiveness of the process.  

Process efficiency is expressed by quantitative ratio of the results of the process 

operations (process outputs) and the investments necessary to achieve these results 

(process inputs). As such, the efficiency is expressed as the quantitative ratio of the 

process outputs and process inputs. The efficiency of the process can also be expressed as 

a quantitative relationship (ratio) of objectively conditioned and invested inputs 

(resources) in the process (Krstić, Sekulić, 2013). By comparing and establishing a 

quantitative relationship between the planned business process performance and actual 

business process performance, the process effectiveness is obtained (Krstic, Sekulic, 

2013). In fact, it represents the effectiveness of achieving the target level of process 
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performance. Process effectiveness measures the degree to which the desired (planned) 

performance of the business process (defined as a certain output, effect, outcome, result) 

has been achieved (Krstić, Vukadinović, 2004).  

Table 1 Dimensions of the business process performances 
(adapted from: Krajewski, Ritzman, Malhotra, 2010, p. 33) 

Key dimensions of 

the business process 

performance 

Determining the  

Key process  

Success factors 

Determining the  

Key business processes 

Costs   

1. Low costs offer a product / service whose 

price is relatively low compared to 

the competition prices in order to 

satisfy both internal and external 

process users 

create a business process whose goal will 

be to reduce costs (market research costs, 

procurement costs, costs of production 

and sales, etc.). 

Quality   

 2. Top quality offer the product/service which has 

the best features 

 

it is necessary to create a business 

process whose output will be the product 

which fully complies with the customer 

requirements 

 3. Consistent quality offer  consistent product/service the process must produce the product of 

a designed quality 

Time   

 4. Delivery speed 

 

time interval between the order and 

delivery 

business process must reduce the cycle 

time from the time of receipt of order 

until delivery 

 5. Delivery accuracy number of deliveries carried out in 

a defined time interval 

in addition to speed, it is essential that 

the process is designed so that the 

customer's order  implements the agreed 

time 

 6. Development rate how long does it take to introduce a 

new product/service 

business process should be carried out so 

as to minimize the time from identifying 

customer needs to product development 

Flexibility   

 7. Customization meet the unique needs of each 

customer by changing the design of 

products / services 

company's ability to adapt to changing 

customer requirements 

 8. Variety wide  range of products/services the output of a business process must be 

a wide range of products /services 

 9. Flexibility volume flexibility of the capacities, 

flexibility of suppliers 

create a process that could be subjected 

to modification in any manner that 

facilitates the introduction of potential 

changes in the  process operation 

The key dimensions of a successful business processes can also be defined as 
(Krajewski, Ritzman, Malhotra, 2010): costs, quality, time and flexibility (Table 1). These 
are actually the key to competing priorities of a modern business process-oriented 
enterprise. Hence, the costs seen as a key factor of business processes efficiency imply 
creating such business processes that would aim to reduce all potential costs. When it 
comes to quality, then we are talking about the striving to create processes that would be 
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focused on the production of consistent and high-quality products. In addition, business 
processes must be designed in such a way that the time (speed) and accuracy of delivery 
to customers, and the time of introduction of new products/services are fully tailor-made 
for the consumers' requirements. Finally, it is necessary to design a process that will be 
flexible enough, i.e. be able to meet the needs of consumers in terms of customization, 
product variety, and flexibility. 

4. BUSINESS PROCESS PERFORMANCE INDICATORS 

"Measurement is the act of recording successive developments of business events and 

processes" (Novicević, 2012, p. 95). The success in implementation of the target process 

performance and implementation of strategies and plans for improving business process 

performance can be measured and observed based on quantitative and qualitative indica-

tors of the process performances. The quantitative process performance indicator repre-

sents a quantitative description of the determined objectives of the process and the extent 

of their realization. On the other hand, the features that are by their nature difficult to 

measure and to be expressed by numbers are, so to speak, "measured" by using 

qualitative criteria (Krstić, Sekulić, 2013, p. 76). In practice, the classification to financial 

and non-financial performance indicators is also present. Financial performance 

indicators are expressed in monetary terms and they are provided by the financial 

accounting information system. Non-financial performance indicators are expressed in 

non-monetary terms and are not provided by the financial accounting system. The 

process-oriented business management requires greater use of non-financial indicators in 

relation to the financial ones.  

The set of selected indicators of a process performance will be helpful to the person 

responsible for the implementation of the process, as a member of the process manage-

ment team, in controlling and solving problems of both strategic and operational charac-

ter. The need for a set of indicators comes from the information requirements of the man-

agement in a process-oriented enterprise, as well as its process structure (the number of 

identified business processes, the complexity of certain process in terms of the number 

and character of the activities and so forth). There are three dominant levels of process 

performance indicators in the process-oriented companies and these are:  a) indicators 

(financial and non-financial) at the company level or the business unit level (e.g. divi-

sions), b) indicators (mostly non-financial) at the level of business processes identified in 

the company or at the level of business units (divisions), c) indicators at the level of 

activity within the process. 

Measurement at each of the mentioned levels involves developing (selecting) the sys-

tem of performance indicators in terms of choosing process indicators that will be used to 

control and manage business processes. Namely, for each of the identified business pro-

cesses one should choose a certain number of measures that will be used for the control 

and management purposes to the persons responsible for a certain business process. The 

business processes performance indicators and the activities within them are mostly of a 

non-financial character.  

Non-financial indicators are more suitable for the process, since the person responsi-

ble for a business process, as well as process teams will be able to better, faster and easier 

observe the functioning of the process and realization of its activities and operations by 
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using non-financial indicators. Furthermore, the person in charge of the business process 

will be able to make decisions and take appropriate measures for improvement and cor-

rection of problematic (inefficient) processes and activities.  

Financial process and activities performance indicators are mainly used when describ-

ing the investment of resources necessary for the realization of the process in terms of 

expenses related to the business processes or the cost of activities within individual pro-

cesses. Classification of measures used to measure business processes is possible to 

perform by identifying the types of business process. By accepting the conceptual 

framework of business process performances, which was previously mentioned, one 

could talk about the following  performance measures in the manufacturing company: 

performance measures related to the process of supplying the necessary inputs, 

performance indicators related to the process of creating and manufacturing products, 

performance indicators related to the product sale and other marketing activities, 

performance measures related to the process of product delivery and performance 

measures related to the process of providing services to consumers.   

The selection and identification of the key process performance indicators should be 

performed within each of the above listed five groups. It should be noted that this is only 

one of the many possible criteria for performance measures classification, which is done 

based on the defined business processes. Each company will identify key business pro-

cesses by using appropriate criteria, and then select appropriate measures for each process 

which would help direct and manage particular processes.  

However, it is interesting to note that the classification and selection of performance 

indicators can also be performed according to the so-called competitive priorities of the 

modern business world, which are: time, quality, flexibility and costs. A set of possible 

business process indicators sorted by the key determinants of the business success and 

competing priorities of the modern business environment are presented in Table 2. Busi-

ness process performance indicators can be financial and non-financial in character. Costs 

represent financial process performance indicators, while time, quality and flexibility 

represent non-financial ones. 

The performance measurement system in traditionally oriented companies is mostly 

based on financial indicators, while the non-financial indicators are used to the smaller 

extent. Financial indicators are to some extent a sound basis for decision-making which is 

the reason for their extensive use in practice (Merchant, Van der Stede, 2003, p. 414) in 

the companies characterized by traditional functional organizational structure. In modern, 

process-oriented enterprises, financial performance measurement system cannot be useful 

for the management purposes. The aim of using the non-financial indicators is to identify 

relevant performance areas, which, at the end of the process, reflect the performance of 

the company measured by the financial indicators - profit and profitability. In this way, by 

improving the non-financial process indicators, the positive effects in the overall 

efficiency of the company are generated, which are measured by the return on assets - 

ROA and/or by the return on equity - ROE.  
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Table 2 Non-financial and financial nature of the business process performance 

indicators 

Process 
indicators 

Non-financial indicators Financial indicators 

Key 
competitive 

priorities 

 
Time 

 

 
Quality 

 

 
Flexibility 

 

 
Costs 

 
P

ro
ce

ss
 o

f 
su

p
p
ly

in
g
 

th
e 

n
ec

es
sa

ry
 i
n
p
u
ts

   providing the necessary 
amount of process inputs 
on time 

 providing appropriate 
types of materials on 
time 

 the duration (length of 
time) of the process input 
delivery by the supplier 

  possession of material 
quality certificate 

  quality of information 
exchange between 
suppliers and particular 
comppany 

  quality of input storage 
(materials) 

  flexibility of 
suppliers in terms of 
purchasing 
conditions  

  flexibility of storage 
and storage 
organization 

 

  purchasing 
costs 

  storage costs 
  costs of 

material 
stockpiling 

 

 
P

ro
ce

ss
 o

f 
cr

ea
ti

n
g
 a

n
d
 

m
an

u
fa

ct
u
ri

n
g
 p

ro
d
u
ct

s 

 time length from 
recognizing the needs of 
consumers to the new 
product development  

 time needed for a new 
product development 
(from concept to 
realization) 

 duration of the 
production cycle 

 timee needed for 
execution of particular 
production activities and 
operations 

  the percentage of 
manufactured products 
with some defect   

 flexibility of product 
mix 

 flexibility in the 
development of new 
products 

 manufacturing 
flexibility 

 flexibility of the 
capacities 

 flexibility referring 
to the scope of 
activities 

 

 costs of 
materials 

 equipment 
costs 

 costs of initial, 
interphase and 
final quality 
control 

 product storage 
costs 

 

 
P

ro
ce

ss
 o

f 
p
ro

d
u
ct

 s
al

e 
 a

n
d
 

o
th

er
 m

ar
k
et

in
g
 a

ct
iv

it
ie

s 

 market research time 
 time necessary for the 

generation of the idea on 
new products 

 time necessary for the 
marketing campaign 
implementation 

 time necessary for the 
preparation of the 
marketing campaign 

  product brand 
  company reputation 

based on its 
products/services 

 

 pricing flexibility 
 flexibility of 

promotion methods 

 market 
research costs 

 public 
promotion 
costs 

  public 
relations costs 

 costs of 
personal selling 

 direct 
marketing costs 

 
P

ro
ce

ss
 o

f 
p
ro

d
u
ct

 d
el

iv
er

y
  duration of transport 

 delay in the product 
delivery 

 delivery accuracy 
 quality of delivered 

goods 
 percentage of the 

deliveries of the 
products with some 
defects 

 flexibility of the 
transport system 

 

 transport costs 
 insurance costs 
 

T
h
e 

p
ro

ce
ss

 o
f 

cu
st

o
m

er
 

se
rv

ic
e 

 duration of product 
assembly 

 time needed for servicing 
the customers 

 time required for the 
replacement or repair of 
defective products  

 time required to train 
customers to use the 
product 

 rate of losing the 
customers 

 rate of gaining new 
customers 

 measure of the 
customer satisfaction 

 rate of customer 
complaints 

 rate of returned 
products 

 

 measure of the 
flexibility of the 
services provided 

 

 costs of the 
product 
assembly 

 service costs 
(services) 
/consumers (in 
monetary units 
per annum) 
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5. THE CONCEPTUAL FRAMEWORK FOR THE DESIGN AND SELECTION  

OF THE BUSINESS PROCESS PERFORMANCE MEASUREMENT SYSTEM IN TERMS  

OF THE IMPROVEMENT OF BUSINESS PROCESS  

The previous section of the paper explained  how the selection and classification of 

the business process performance measures in an integrated performance measurement 

system of a process-oriented enterprise could be performed, taking into consideration the 

key competitive priorities in the modern business environment. The so-called strategic 

approach (Figure 2) enables much more reliable selection of business process measures 

in the so-called process measurement system of an enterprise (Krstić, 2012).  

A process-oriented company possesses a clearly defined development strategy. The 

implementation of this strategy is the basis for the development of the strategies and pro-

grammes for the implementation of business processes. If the process-oriented enterprise 

represents a network of business processes, then the strategy of such enterprise could be 

seen as a subset of sub-strategies (programmes) for the implementation of the targeted 

business process performance.  

Based on the formulated strategies and plans (programmes) for the realization of the 

targeted business process performance, it is necessary to identify the key success factors 

of business process (KSFs). The critical success factors of business processes are deter-

mined as specific operations and tasks that the managers of individual business processes 

should focus on in the continuous pursuit to improve the business process performance 

(Heckl, Moormann, 2010, p. 120).  

 

Fig. 2 Strategic approach to the selection of business process performance indicators 

in process-oriented enterprises (adapted from: Krstić, 2012, p. 172) 
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Identified critical business processes success factors should facilitate the choice 

(specification) of the appropriate key business process performance indicators (KPI) for 

particular KSF or business process. Namely, when the key objectives necessary for the 

successful realization of the business process are identified, it is easier to explain to the 

business process manager what should be monitored and controlled by using the 

appropriate performance measure/indicator. For each process, according to a determined 

crucial factor, a certain number of appropriate performance measures/indicators should be 

selected. There is no recommendation in terms of what number of indicators should be 

chosen for a single process. There are no universal recommendations, because it all 

depends on the complexity of the process itself, the number of activities in it, the number 

of operations, process resources and outputs. 

6. IMPORTANT MOMENTS IN THE DEVELOPMENT OF BUSINESS PROCESS PERFORMANCE 

MEASUREMENT SYSTEM IN A PROCESS-ORIENTED ENTERPRISE 

The key issue of effective business process performance measurement is the develop-

ment of an adequate performance measurement system in a process-oriented enterprise. 

Such system should support the implementation of the existing strategies and plans for 

business processes improvement (Kueng, 1999, p. 154). At the same time, information on 

the measurements represent the basis for the analysis of the strategy implementation, as 

well as for taking corrective actions in terms of improving the performance of individual 

business processes (Sekulić, Krstić, 2005; Anđelković-Pešić, Milić-Janković, 2005).  

Designing of a business process performance measurement system in a company in-

cludes the following stages: (1) Performance measurement system design, i.e. selection of 

business process performance indicators; (2) Preparation for the implementation of busi-

ness process performance measurement system; (3) Implementation of the business pro-

cess performance measurement system; (4) Finding opportunities for improving the busi-

ness processes performance measurement system. 

Performance measurement system design. - A company that chooses to implement 

process-orientation management must also work on changing the performance measure-

ment system that used to be applied. In the phase of designing performance measurement 

system, i.e. selection of performance indicators for each business processes, it is neces-

sary to make a decision about what will be measured and how it will be measured. The 

strategic approach is considered as the most suitable one for the selection of business 

processes performance measures, since this approach is based on the strategy and pro-

grammes for the business process improvement, as well as the identified business process 

success factors (Figure 3). 

Elaboration of such a concept referring to the selection of the process performance 

measures based on the business process improvement strategy and programmes and 

identified business process success factors, involves determining the so-called elements 

of the business process measurement definition. The elements included in the definition 

of each selected criteria of a business process performance measurement system in a 

particular company are presented in Table 3. 

It is necessary to check the appropriateness of the defined business processes indica-

tors, as well as the criteria for their selection. The selection is usually performed from a 

large number of possible indicators, which the economic science and successful business 
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practice recommend for the tracking and controlling of business processes. When one 

wants to measure the performance features of the business process, it is necessary to 

understand and verify the elements included in the definition of the indicator, which are 

listed in Table 3.  

Table 3 Elements of the definition of the business process performance indicators  
(Krstic, 2012, p. 165) 
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Namely, for each selected business process performance indicator the following 

should be defined and checked: 1. The name of the performance indicator (most 

measures are specially determined for the control and tracking of a process, therefore 

they do not have a conventional name, which is the case with traditional financial 

performance indicators that have been used in financial analysis, i.e. financial 

management for a long time); 2. The purpose of the business process measurement (this 

should give an answer to the question what is measured by a particular performance 

indicator and why is it important to measure the particular process); 3. A method of 

calculating the measure (calculation formula, calculation method, the methodology 

applied in the process of data collection and processing, etc.); 4. A target level of 

particular performance measure (a planned level of a particular performance which is to 

be achieved in the future, i.e. planning period); 5. Frequency of taking the measurements 

based on the certain business process performance measurement (daily, weekly, monthly, 

etc.); 6. Reporting frequency, concerning the responsible persons and other persons 

responsible for the implementation of activities within a single process on the measured 

business process performance based on the certain performance measures; 7. Information 

source and the manner of collecting information for calculating the value of a certain 

process performance measure; 8. The person who performs the measurement, i.e. the 

person responsible for the measured and presented (reported) value of the process 

performance measure; 9. Users of information on completed process performance 

measurement, as well as actions carried out by these users (process managers and others) 

based on information obtained by the measurements taken.  
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Preparation for the implementation of business process performance measurement 

system. – Prior to implementation of a determined business process performance 

measurement system, due to the previously described selection of business process 

performance indicators, it is necessary to make appropriate preparations. The preparation 

involves screening for the existence of potentially redundant process performance 

indicators in a selected set (system) of business process performance indicators. This 

verification procedure for indicators should be carried out on the basis of the testing 

validity and reliability of the selected criteria. Validity is related to the extent to which 

the measure successfully quantifies the selected feature. Reliability is related to the 

degree to which '' technique'' and measurement methodology reveals the actual process 

performance changes over time and does not introduce errors in measurement results 

(Krstić, Sekulić, 2009, p. 90). 

Implementation and improvement of the developed business process performance 

measurement system. – The actual implementation of the established business process 

performance measurement system in an enterprise involves daily use of certain indicators 

used for the control and information purposes on the achieved process performance (Mar-

tin, 2008, p. 34). Therefore, it is necessary to initiate appropriate actions to improve the 

business process performances based on the results of the measurements. If the 

implementation of actions for business process improvement does not take place, the 

measurement process as a part of the business process management will not contribute to 

the quality of the process and will only produce costs and expenses. The obtained infor-

mation is first analyzed and consolidated in order to formulate and produce conclusions 

based on the performed analysis. Persons responsible for individual business processes 

should produce the assessment of the level of achieved performance, as well as determine 

what needs to be changed (shortened time span for activity realization, elimination of the 

non-value adding activities, improvement of the process output quality, etc.) based on the 

identified causes and effects. Before the obtained information is translated into actions, it 

should be checked for the following: potential errors in data collection, measurement er-

rors, as well as the possible manipulation of certain data (Krstić, Sekulić, 2013, p. 91). 

On the other hand, the continuous improvement of business processes performance 

measurement systems is necessary in order to keep the process useful and relevant for 

management (Krstić, Sekulić, 2013, p. 93). For this reason it is important to keep review-

ing the process. Certain measures in the business process performance measurement sys-

tems can at one point of time become irrelevant for management, namely become redun-

dant. Some indicators are introduced into the measurement system only as temporary 

indicators in order to control the problematic activities of a process at that particular time, 

and it can also happen that due to uncritical assessment of these temporary indicators they 

remain in a measurement system for some period of time. Redundant measures in the 

measurement system cause greater utilization of resources (increasing the costs of collect-

ing information necessary for measurement) and loss of productive time of the persons 

performing the measurements and performance control. In addition, it may happen that 

one problematic  business process or some area of its activity remain ambiguous due to 

the insufficient information, lack of indicators for monitoring the effectiveness of such an 

activity. This means that any new indicators must be introduced into the measurement 

system which would identify specific problems in implementation of the activities and 

operations incorporated in a particular business process. Of course, it is not the most 

appropriate to constantly introduce new indicators in business process performance meas-
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urement system, because it increases the complexity of the measurement system, incurs 

unwanted costs and distracts the attention of the process management by making them 

focus on too many performance indicators that should be observed and upon which they 

should make decisions on possible business process performance improvements.  

7. CONCLUSION 

The developed performance measurement system has an important role in achieving a 

balance between the short-term results and long-term growth and development 

opportunities. It represents the basis for making good business decisions about the growth 

and development opportunities, the manner of their realization and strategic guidance, as 

well as the operational decision-making and implementation of the adopted long-term 

strategies. Adequate and integrated business process performance measurement system will 

help in the process of translating strategic plans into short-term actions and operational 

objectives, where the realistic assessments and decisions are made in terms of the efficient 

utilization of resources based on the real, comprehensive and accurate measurements and 

thanks to a quality set up and consistently implemented integrated measurement system, 

and which provide a realistic assessment on the efficient use of resources. In addition, an 

integrated performance measurement system enables monitoring of the process of 

implementation strategies. In the process of strategy formulation, measurement has an 

important role since it provides critical information for the proper definition of initial 

assumptions. At the end of the strategic process, integrated measurement system and the 

information that it provides are relevant for the reformulation of the strategy. With this in 

mind, such a measurement system represents an instrument used by the company's 

management in deciding about various business initiatives, programmes and projects, by 

whose implementation the strategy is being realized. Finally, a properly structured and 

equitable system of compensation has a quality integrated business process performance 

measurement system as its basis. 
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DIZAJNIRANJE I  IMPLEMENTACIJA SISTEMA MERENJA 

PERFORMANSI POSLOVNIH PROCESA 

Upravljanje savremenim preduzećima pretpostavlja i primenu procesnog pristupa. Procesni 

pristup u upravljanju je neophodan jer pruža novu perspektivu menadžmentu u rasvetljavanju 

problematičnih, neefikasnih procesa i aktivnosti koje se negativno odražavaju na ukupnu efikasnost 

i konkurentsku poziciju preduzeća. Upravljanje preduzećem, usvajanjem i primenom procesnog 

pristupa, zahteva razmatranje problema dizajniranja sistema merenja performansi poslovnih 

procesa, kao vitalnog kontrolno-upravljačkog instrumenta. Preduzeća koja nisu koristila procesni 

pristup u upravljanju i koja žele da ga primene jer ih oštri konkurentski uslovi teraju na to, nužno 

treba da ustroje sistem merenja performansi poslovnih procesa. Stoga je cilj rada da rasvetli 

ključne momente u dizajniranju i implementaciji sistema merenja performansi u procesno 

orijentisanom preduzeću. Strukturu rada čini nekoliko celina. U prvoj se najpre razmatraju 

karakteristike procesne orijentacije i klasifikacija poslovnih procesa u procesno orijentisanom 

preduzeću. Nakon toga se razvija konceptualni okvir performansi poslovnih procesa. To je 

neophodno da bi se determinisao koncept merila performansi poslovnih procesa i dimenzija 

performansi poslovnih procesa. Postavljanje konceptualnog okvira performansi poslovnih procesa 

i merila performansi poslovnih procesa jesu osnove za razmatranje tzv. strategijskog pristupa u 

izboru merila performansi poslovnih procesa i postavljanju  sistema merenja performansi 

poslovnih procesa u procesno orijentisanom preduzeću. Na kraju se pažnja fokusira na važne 

momente i etape u razvijanju sistema za merenje performansi poslovnih procesa u procesno 

orijentisanom preduzeću.  

Ključne reči: poslovni procesi, merenje, performanse.




