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MEANING AND DEFINITION

• Process management is the ensemble of 
activities of planning and monitoring the 
performance of a process

• Process management is the application of 
knowledge, skills, tools, techniques and systems
to define, visualize, measure, control, report and 
improve processes with the goal to meet 
customer requirements profitably.

• process management is the use of a repeatable 
process to improve the outcome of the project
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Major process decisions

Process decisions directly affect the process 
itself and indirectly servicers and the 
products. The major process decisions are

1. Process choice
2. Customer involvement
3. Vertical integration
4. Resource flexibility
5. Capital intensity
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Process choice

It is the way of structuring the process by organizing 
resources around the process or organizing them 
around the products

There are five process choices
a. Project process
b. Job process
c. Batch process
d. Line process
e. Continuous process

4N.Venkatesh, MITE



Project process: a process characterized by high degree 
of product customization, the large scope of each 
product, and release of substantial resources once it is 
completed.

Job process: a process where the flexibility needed to 
produce a wide variety of products in significant 
quantities with considerable complexity and 
divergence in steps performed

Batch process: a process that differs from the job process 
with respect to volume (high), variety (less) and 
quantity (more batches).

Line process: a process that lies between the batch and 
the continuous processes. Here the volume is high, 
products are standardized which allows resources to be 
organized around particular products

Continuous process : the extreme end of high volume 
standardized products with rigid line flows like in case 
of liquids, chemicals, etc.
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Customer involvement
It reflects the way in which the customers become part of the 

process. Its advantages are
• Will enjoy savings in both price and time (super bazaars)
• Will improve quality
• Increases productivity
• Improved competitive capability
• Increases customer satisfaction
• Captures more market
• Blending with technologies will pay off (e-shopping)
Its disadvantages are
• Disrupts the smooth flow of the process
• Quality measurement is difficult
• Managing timing and the volume of customer demand is difficult
• Customers choice is speculative
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Vertical integration

• It is the degree to which the firm’s own production 
system or service facility handles the entire value chain

• More the number of process a firm handles higher the 
vertical integration which can be achieved by backward 
integration – a firm’s movement upstream towards the 
sources of raw materials and products or forward 
integration – a firm’s movement downstream by 
acquiring more channels of distribution such as 
wholesale and retail stores

• The other side of the vertical integration is outsourcing 
where the work is allotted to the outside firm to 
perform the processes that the organization does not 
perform itself

• These decisions are called as make or buy decisions 
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• Vertical integration is preferred when the 
volume is low, human skills are available. Thus 
it saves time, money, increases the 
productivity, quality can be controlled easily.

• However outsourcing is preferred when there 
is shortage of space, human skills, less volume

• More outsourcing lesser will be vertical 
integration and vice versa

8N.Venkatesh, MITE



Resource flexibility

• It is the ease with which employees and 
equipments can handle a wide variety of 
products, output levels, duties and functions

• The manager should handle the purchase of 
general low cost machines or customized high 
cost machines depending on the volume of 
production.

• Similarly the flexible workforce whose members 
are capable of doing many tasks either at their 
own workstations or as they move form one to 
another
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Capital intensity

• It is the mix of equipment and human skills in 
a process. 

• The greater the relative cost of equipment 
greater is the capital intensity

• The manager should decide how much 
automation is necessary and also whether 
fixed or flexible automation

• This certainly has increased the productivity 
world wide. 
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Economies of scope

• Economies that reflect the ability to produce 
multiple products more cheaply in 
combination than separately

• There has to be balanced customization and 
low price.  
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Gaining focus
If more and more number of facilities are added to the 

existing one, the facility can be better utilized but it jumbles 
the whole system

Thus the better utilization of the system cam be achieved by
a. Plants within plants – where different operations are done 

within a facility with individualized competitive priorities, 
processes, and workforce.

b. Cellular technology – where a group of two or more 
dissimilar workstations located close to each other that 
process a limited number of parts with similar process 
requirements

c. Focused service operations – customized retail centers 
instead of large departmental stores

d. Focused factories – where a large firm is split in to 
specialized smaller plants   
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Designing processes

Five major design decisions represent broad 
strategic issues. But we need complimentary 
philosophies for process design. They are

a. Process reengineering
b. Continuous process improvement  

16N.Venkatesh, MITE



Process reengineering

• Reengineering is the 
fundamental rethinking 
and radical redesign of 
business processes to 
achieve dramatic 
improvements in critical 
measures of 
performance

• It is about reinvention 
rather than incremental 
improvement
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• Reengineering starts with a high-level assessment of 
the organization's mission, strategic goals, and 
customer needs. 

• Basic questions are asked, such as "Does our mission 
need to be redefined? Are our strategic goals aligned 
with our mission? Who are our customers?" 

• An organization may find that it is operating on 
questionable assumptions, particularly in terms of the 
wants and needs of its customers. 

• Only after the organization rethinks what it should be 
doing, does it go on to decide how best to do it.

18N.Venkatesh, MITE



• Reengineering recognizes that an organization's business 
processes are usually fragmented into sub processes and 
tasks that are carried out by several specialized 
functional areas within the organization. 

• Reengineering maintains that optimizing the 
performance of sub processes can result in some 
benefits, but cannot yield dramatic improvements if the 
process itself is fundamentally inefficient and outmoded.

• For that reason, reengineering focuses on redesigning 
the process as a whole in order to achieve the greatest 
possible benefits to the organization and their 
customers. 

• This drive for realizing dramatic improvements by 
fundamentally rethinking how the organization's work 
should be done distinguishes reengineering from process 
improvement efforts that focus on functional or 
incremental improvement.
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Different elements of reengineering are 
Critical processes – processes rather than 

functional departments
Strong leadership – lead from front
Cross functional teams – one member from 

each affected departments
Information technology – flow of information
Clean state philosophy – customer orientation
Process analysis – understand the current 

process
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Continuous process improvement

• It is the systematic study of the activities and 
flows of each process to improve it.

• Its purpose is to learn the process, understand 
it and dig out the details

• Japanese ‘KAIZEN’ is best used in this regard
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Project process: a process characterized by high degree of product customization, the large scope of each product, and release of substantial resources once it is completed.

Job process: a process where the flexibility needed to produce a wide variety of products in significant quantities with considerable complexity and divergence in steps performed

Batch process: a process that differs from the job process with respect to volume (high), variety (less) and quantity (more batches).

Line process: a process that lies between the batch and the continuous processes. Here the volume is high, products are standardized which allows resources to be organized around particular products

Continuous process : the extreme end of high volume standardized products with rigid line flows like in case of liquids, chemicals, etc.
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Vertical integration

It is the degree to which the firm’s own production system or service facility handles the entire value chain

More the number of process a firm handles higher the vertical integration which can be achieved by backward integration – a firm’s movement upstream towards the sources of raw materials and products or forward integration – a firm’s movement downstream by acquiring more channels of distribution such as wholesale and retail stores

The other side of the vertical integration is outsourcing where the work is allotted to the outside firm to perform the processes that the organization does not perform itself

These decisions are called as make or buy decisions 
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Vertical integration is preferred when the volume is low, human skills are available. Thus it saves time, money, increases the productivity, quality can be controlled easily.

However outsourcing is preferred when there is shortage of space, human skills, less volume

More outsourcing lesser will be vertical integration and vice versa
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Resource flexibility

It is the ease with which employees and equipments can handle a wide variety of products, output levels, duties and functions

The manager should handle the purchase of general low cost machines or customized high cost machines depending on the volume of production.

Similarly the flexible workforce whose members are capable of doing many tasks either at their own workstations or as they move form one to another
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Capital intensity

It is the mix of equipment and human skills in a process. 

The greater the relative cost of equipment greater is the capital intensity

The manager should decide how much automation is necessary and also whether fixed or flexible automation

This certainly has increased the productivity world wide. 
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Economies of scope

Economies that reflect the ability to produce multiple products more cheaply in combination than separately

There has to be balanced customization and low price.  
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Gaining focus

If more and more number of facilities are added to the existing one, the facility can be better utilized but it jumbles the whole system

Thus the better utilization of the system cam be achieved by

Plants within plants – where different operations are done within a facility with individualized competitive priorities, processes, and workforce.

Cellular technology – where a group of two or more dissimilar workstations located close to each other that process a limited number of parts with similar process requirements

Focused service operations – customized retail centers instead of large departmental stores

Focused factories – where a large firm is split in to specialized smaller plants   
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Designing processes

Five major design decisions represent broad strategic issues. But we need complimentary philosophies for process design. They are

Process reengineering

Continuous process improvement  
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Process reengineering

Reengineering is the fundamental rethinking and radical redesign of business processes to achieve dramatic improvements in critical measures of performance

It is about reinvention rather than incremental improvement
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Reengineering starts with a high-level assessment of the organization's mission, strategic goals, and customer needs. 

Basic questions are asked, such as "Does our mission need to be redefined? Are our strategic goals aligned with our mission? Who are our customers?" 

An organization may find that it is operating on questionable assumptions, particularly in terms of the wants and needs of its customers. 

Only after the organization rethinks what it should be doing, does it go on to decide how best to do it.
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Reengineering recognizes that an organization's business processes are usually fragmented into sub processes and tasks that are carried out by several specialized functional areas within the organization. 

Reengineering maintains that optimizing the performance of sub processes can result in some benefits, but cannot yield dramatic improvements if the process itself is fundamentally inefficient and outmoded.

For that reason, reengineering focuses on redesigning the process as a whole in order to achieve the greatest possible benefits to the organization and their customers. 

This drive for realizing dramatic improvements by fundamentally rethinking how the organization's work should be done distinguishes reengineering from process improvement efforts that focus on functional or incremental improvement.

19

N.Venkatesh, MITE





Different elements of reengineering are 

Critical processes – processes rather than functional departments

Strong leadership – lead from front

Cross functional teams – one member from each affected departments

Information technology – flow of information

Clean state philosophy – customer orientation

Process analysis – understand the current process





20

N.Venkatesh, MITE





Continuous process improvement  

It is the systematic study of the activities and flows of each process to improve it.

Its purpose is to learn the process, understand it and dig out the details

Japanese ‘KAIZEN’ is best used in this regard

21

N.Venkatesh, MITE





image1.jpeg



image2.jpeg



image3.jpeg



image4.png





