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Purpose This essay illustrates a methodical approach in analyzing and recommending 

solution to improving one or more components of a business process. 

Objective The objective of this essay is to satisfy the requirements listed below. 

1. A description of the chosen process. 

2. An “As Is” flow chart of the process to be analyzed. 

3. Describe the relationship of the process with the organization’s strategic plan. 

4. Identify the internal and external customers that are currently impacted by the process 

that would benefit from the process improvement. 

5. Identify the most appropriate quality management tool that can be used to collect and 

present data on the process improvement changes. 

6. Utilize your selected quality tool to analyze your process and identify process 

improvement opportunities. 

7. Estimate the level of improvement that could be realized and the value of implementing 

this process improvement. 

 

Narrative 

 

1.  A description of the chosen process. The business process chosen for this essay is that 

shown in Exhibit A called “Contractor-Supplied Material Ordering, Receipt, Delivery and Issuance 

Process Flowchart”—a cross-functional business process aimed at identifying and defining the 

necessary steps required to produce contractor-supplied materials to be used by the project 

implementation group in the job site. The business process is owned by the Logistics department. 

There are four functional departments involved in the process—they are: (a) Contractor Store, (b) 

Procurement, (c) QA/QC, and (d) Transport & Equipment (Logistics). The process owner is the 

manager of the Logistics department; the process implementation leader is the Supervisor of the 

Logistics department; and team members are representatives of the functional departments 

Contractor Store, Procurement, and QA/QC.  

2.  An “As Is” flow chart of the process to be analyzed. Exhibit A shows the “As Is” 

cross-functional business process of a chosen subject for this paper. It is described in the preceding 

paragraph. 

3.  Describe the relationship of the process with the organization’s strategic plan. The 

“Contractor-Supplied Material Ordering, Receipt, Delivery and Issuance Process” is one of the key 



PROCESS ANALYSIS AND IMPROVEMENT Page 2 of 5 

 

business processes of MFH. As such, it is aligned with the overall business strategy of the company 

which is to provide timely service delivery to its contractual obligation to the customer. The 

performance of this process is measured through a defined process performance metrics that is 

monitored regularly in a monthly quality council meeting. Any delay in the delivery of scheduled 

contractor-supplied materials impacts the ability of the implementation group to accomplish its 

schedule-based daily, weekly, and monthly works. When implementation group fails to delivery 

Work on time, it is penalized as per Contractual Agreement. 

4.  Identify the internal and external customers that are currently impacted by the 

process that would benefit from the process improvement. Using the “Customer/Supplier 

Model” (see AT&T Corporate Quality Office, 1995), the internal customers of the Contractor Store 

are Procurement, QA/QC, Logistics; and its external customer is the Implementation Group. There 

is no internal customer of the Procurement department; it has, however, an external customer, the 

supplier. The internal customer of the QA/QC is the Contractor Store department; it does not have 

an external customer. The internal customer of the Logistics department is the Contractor Store; and 

its external customer is the Implementation Group in the job site. 

5.  Identify the most appropriate quality management tool that can be used to collect 

and present data on the process improvement changes. The chosen “quality management tool” 

for any “process improvement changes” is that of AT&T’s “Process Quality Management & 

Improvement” (PQMI) principle. The PQMI principle has seven components or Steps, namely: Step 

1: Establish Process Management Responsibilities; Step 2: Define process and Identify Customer 

Requirements; Step 3: Define and Establish Measures; Step 4: Assess Conformance to Customer 

Requirements; Step 5: Investigate Process to Identify Improvement Opportunities; Step 6: Rank 

Improvement Opportunities and Set Objectives; and Step 7: Improve Process Quality (AT&T 

Quality Steering Committee, 1988). 

6.  Utilize your selected quality tool to analyze your process and identify process 

improvement opportunities. The design of the process documentation (or process documentation 
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template) of cross-functional business processes of MFH includes a so called “Process Performance 

Report” (“PPR”). The PPR carries the analyzed collected data from a pre-defined period (e.g., 

monthly) of reporting based on metrics design for a particular business process. The metrics provide 

what is called Key Process Performance Indicator (KPPI). The KPPI for the “Contractor-Supplied 

Material Ordering, Receipt, Delivery and Issuance Process” is “delivery” or “cycle time” of 

required contractor-supplied materials to the implementation group in the job site. The metrics 

design of said process and actual operational data for the year 2006 are shown Table 1. 

Table 1. Process Performance Metrics for “Contractor-Supplied Material Ordering, Receipt, Delivery and Issuance Process” 

Quality Objective (Target): delivery of 
contractor-supplied materials should be  

1 day before schedule 
(beyond 1 day is late delivery) 

 
Year 2006 

Metrics Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

Ave. number of days contractor-supplied 
materials delivered before schedule 

3.6 2.3 5.3 3.3 1.0 0.6 0.3 5.7 3.4 2.6 3.3 2.2 

Number of days (shaded) late delivery 2.6 1.3 4.3 2.3 0.0 -0.4 -0.7 4.7 2.4 1.6 2.3 1.2 

             

Actual Ave. number of days a Work was 
delivered to Customer before schedule 

 
(Note: the Contract states  

delivery of Work should be as per schedule) 

1.7 2.2 3.2 1.6 0.0 0.0 0.0 3.7 3.3 1.8 1.7 1.4 

Number of days (shaded) late delivery 0.7 1.2 2.2 0.6 0.0 0.0 0.0 2.7 2.3 0.8 0.7 0.4 

 
Table 2. Application of a Selected Quality Improvement Tool (Source: AT&T Quality Steering Committee, 1988.) 

Step # Description Evaluation 

1 Establish Process 
Management Responsibilities 

 The cross-functional business process flow shows the well-defined and established 
process management responsibilities 

2 Define Process and Identify 
Customer Requirements 

 Process has been defined by its review, approval and implementation of stakeholders. 
Internal and external customer requirements are appropriately defined and 
communicated. 

3 Define and Establish 
Measures 

 The Process Performance Measures based on KPPI are defined (see Table 1). 

4 Assess Conformance to 
Customer Requirements 

 Based on the annual overall performance measure of the process for the year 2006, 
only in the months of May, June, and July did the established measure of delivery or 
cycle time were met. The delivery of contractor-supplied materials for the rest of the 
year 2006 has been late! 

 This late delivery of materials in the job site impacted the capability of the 
implementation group to deliver the Work as per schedule (see lower portion of Table 
1). There is a considerable amount of money in the form of penalty from the customer 
for late delivery of Works. This could be hundreds of thousand or in millions of US 
dollars! 

5 Investigate Process to Identify 
Improvement Opportunities 

 The results of process/quality improvement initiative indicated that the problem is 
rooted in the inability of the QA/QC department to release the contractor-supplied 
materials it verifies or inspects when they come to the department. The reason of this 
inability to finish the job on time is lack of personnel. The recommended improvement 
measure is to hire four additional QA/QC engineers IMMEDIATELY; otherwise, more 
delays will occur. 

6 Rank Improvement 
Opportunities and Set 
Objectives 

 There is only one source of the problem so that there are no items to be ranked. 



PROCESS ANALYSIS AND IMPROVEMENT Page 4 of 5 

 

7 Improve Process Quality  A process/quality improvement team has been chartered and empowered by the 
General Manager to investigate the problem and to come up with recommendation for 
the elimination of the problem. 

 The recommendation of the QA/QC department (see Step # 5 above) has been 
approved by the top management. 

 

7.  Estimate the level of improvement that could be realized and the value of 

implementing this process improvement. The principle of “cost/benefit analysis” (see AT&T, 

1991) is applied in the assessment of the cost impact of the late delivery of Work to the Customer in 

terms of penalty. 

      Table 4. Cost of Recommended Additional 
QA/QC Staff to Work on Quality Control of 
Incoming Contractor-Supplied Materials 

     

Table 3. Calculation of Penalty arising from delayed delivery of Work 

 
 
 
 
 
Month 
(2006) 

Actual Ave. 
number of 

days Works 
were delivered 
to Customer 

before 
schedule 

 
 
 
 

Number of 
days late 
delivery 

 
 
 
 
 

Total Amount 
Billed 

Penalty 
 

[Total Amount 
Billed/US$100]  

x  
Number of days 

late delivery 

 
Total number of QA/QC Engineer 
required: Four (4) 
 
Loaded rate per QA/QC Engineer: 
US$42,000 per year x 4 = US$168,000 
annual cost of four QA/QC Engineers 
 
Add: recruitment cost – US$1,2000 head x 
4 heads = US$4,800.00 
 
Grand total cost of four QA/QC Engineers 
in one year: US$172,780. 
 
Conclusion: The cost of four (4) QA/QC 
Engineers (US$172,780) is lower than the 
penalty cost resulting from lack of QA/QC 
Engineers (US$1,052,882). 
 
A total annualized savings of: US$880,102 
(assuming the four QA/QC Engineers 
could hasten the inspection of incoming 
contractor-supplied materials in order to 
avoid delay). 

Jan 1.7 0.7 1,003,893 7,027.25 

Feb 2.2 1.2 3,003,547 36,042.56 

Mar 3.2 2.2 1,399,356 30,785.83 

Apr 1.6 0.6 23,388,363 140,330.18 

May 0 0 2,283,612 0.00 

Jun 0 0 2,399,374 0.00 

Jul 0 0 3,305,711 0.00 
Aug 3.7 2.7 15,335,789 414,066.30 

Sep 3.3 2.3 2,313,589 53,212.55 

Oct 1.8 0.8 25,123,123 200,984.98 

Nov 1.7 0.7 11,135,933 77,951.53 

Dec 1.4 0.4 23,120,325 92,481.30 

 Grand total 113,812,615 

1,052,882  

 
 
 

Grand total 

 

 

References 

 

1. AT&T (1991). Total Quality Management QI Story: Tools and Techniques A Guidebook for 

Teams (1
st
 Ed.). Qualtec Quality Services, Inc.: Palm Beach Gardens, FL. 

2. AT&T Corporate Quality Office (1995). AT&T Problem-Solving Method. Indianapolis, IN: 

(Author). [ISBN 0-932764-51-7] 

3. AT&T Quality Steering Committee (1988). Process Quality Management & Improvement 

Guidelines. (Issue 1.1). Indianapolis, IN: (Author). [ISBN 0-932764-32-0] 

 

 

 

 

 

 



PROCESS ANALYSIS AND IMPROVEMENT Page 5 of 5 

 

 
Exhibit A. Contractor-Supplied Material Ordering, Receipt, Delivery and Issuance Process Flowchart 
               (Printed with permission for academic use only by: Mohd. Faleh Al-Hajri Contracting Est., Al-Qatif, 

Saudi Arabia, January 29, 2007.) 
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