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This document defines what business rules are and why they are

important to business applications. By separating business rules

from programming code, Centerprise allows business analysts to

easily build and manage their business rules.
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To be competitive in today’s ever changing market, an organization must be able to quick-

ly change to take advantage of a potential opportunity or respond to a potential threat. As

the dependence on technology has increased in recent decades, the information systems

have become a major factor in how quickly an organization can react to changes in its envi-

ronment.  

Historically, enterprise systems have been designed in terms of database structure and

organization of functions. Little attention is paid to business rules and policies. Often, busi-

ness rules are not adequately documented during the analysis phase. In many cases, rules

are ‘discovered’ as the program is developed. This results in code where business rules are

hard to locate and adjust to meet the changing business requirements. The result is that

the information systems frequently become an impediment to amendment. 

In recent years, a new approach has gained prominence. This approach stresses the need

for designing applications with a focus on flexibility. This approach—commonly referred

to as business rules approach—provides a framework for capturing business rules during

the analysis phase. Moreover, it results in software architecture where business rules are

clearly separated from system functions. 
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what are b u s i n e s s  r u l e s ?

From the point of view of a business manager, a rule is defined as:

“A statement that defines or constrains some aspect of the business. It is intended to

assert business structure, or to control or influence the behavior of the business.”

Here are a few examples of business rules:

.  Customer cannot order goods on credit unless they have approved credit

account with us.

.  Cannot sell to a customer beyond their credit limit.

From a system perspective, all business behavior can be described as constraints on cre-

ation, updating, and removal of data in the system. The above examples can be stated

from a constraint on data perspective as follows:  

.  A credit order cannot be saved unless approved credit flag is true.  

.  If the sum of outstanding amount and current order amount exceeds the cred-

it limit, the order cannot be saved.

1

b a c k g r o u n d



Business rules approach has been shown to bring a number of benefits to the process of

software development. Here are a few benefits that result from adopting the business rules

paradigm:

.  The business application can be customized precisely to fit business needs, at an 

affordable cost.  Transparency of the business rules gives business users better vis-

ibility and control over the business policies enforced by the application.

.  The ease of altering business rules reduces the long-term cost of ownership.

.  Business rules provide a framework for communication between business users and

systems analysts. This results in a more complete and accurate analysis of business

requirements.

.  The architecture developed around business rules paradigm tends to be more flex-

ible and is designed for change.

.  Because of the completeness that this approach brings to systems analysis and 

design, the development cycle tends to be much shorter. Moreover, the

end-of-cycle changes are fewer resulting in substantial savings in the project cost.

what are the b e n e f i t s ?

types of business rules?
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In 1997 Business Rules Group comprised of experts from leading information systems ven-
dors, published its report on business reports. The report provided a framework for clas-
sifying business rules. Following subsections provide a brief summary of those classes.

structural constraints
Structural constraints describe rules that govern structure and inter-relationship of data.
This class of business rules describes things of significance to the business and their inter-
relationships. These rules are generally described in an entity relationship model.
Structural constraints are of two types—terms and facts.

terms
Terms refer to things of significance to the business. In entity relationship diagrams, they
are referred to as entities. Terms can be type—those that describe abstract categories or
literal—those that describe instances such as ‘George Washington’ or ‘Human Resources’.

facts
Facts either describe terms (attributes) or describe associations between terms (rela-
tionships).

attributes
Attributes describe facts. Examples of attributes are, color or size of a shirt or name of
an employee. Attributes can be base or derived. Base attributes are simply the facts that
are known about the terms. Examples of base facts are height, race of a person, etc.
Derived facts are attributes that are values that are constructed from other values. For
example, total sales order amount is a sum of all the line items plus taxes.

2



relationships
Relationships are associations between terms that are meaningful to the business.
Relationships describe how terms are related to one another. Relationships can be either
generalization or participation. Following subsections provide brief descriptions of each
of these types.

generalization
Generalization is where one term describes some characteristic of another term. In other
words, one term classifies another term. An example of generalization relationship is
when we say “a manager is a subtype of an employee”.

participation
Participation describes an association between a set of terms. For example, a purchase
order may be issued to only vendor (relating two terms: purchase order and vendor). In
another example, a class is a course that is taught by one teacher in a semester (relat-
ing three terms: course, semester, teacher). Besides recording the association, the rela-
tionships also record cardinality, restriction or cascading, and other referential integrity
attributes. Participation can be further classified as aggregation, role, and association.

derivation rules
Derivation rules are expressions that apply mathematical or logical operations on base
facts or other derived facts to calculate value of a derived attribute. Example of a derived
attribute is a sales order total that is the sum of its line item amounts.

action assertions
Action assertions specify constraints on the data that is produced or modified by actions.
Following is a brief overview of various classes of action assertions.

condition
A condition is essentially a “test” that helps application determine whether to perform
certain actions or test other action assertions. An example of a condition can be, “has a
customer been late or delinquent for any installment payment?”

integrity constraints
Integrity constraint is an assertion that must always be true. An integrity constraint spec-
ifies conditions for valid state. For example, an integrity constraint would prohibit cre-
ating a sales order without a valid customer id or approving a loan without an accept-
able credit score. Integrity constraints are also referred as validation rules.

authorization
An authorization typically specifies permissions to perform certain actions. Typically it is
used to define security and access control rules. For example, “only a branch manager
can approve an order of more than $100,000”.

conclusion
Business rules provide a framework where systems analysts can focus on the business
aspects of the system. This framework helps business users better organize the system,
communicate with business users more effectively, and enables the development to
progress faster.
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