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Business process improvements can have a transformational effect on a small 
business or SME. Processes that remain the same over time can impede a 
business’s efficiency and growth; however, a business that works to continuously 
improve its processes can create opportunities well beyond its current capacity.

What actually is a “process?” Although it 
can be defined in many different ways, for 
business purposes, it can be defined as some 
type of activity or sequences of activities that 
are designed and intended to accomplish an 
organizational goal or goals. These activities 
or processes do not exist in isolation. They 
operate in a systems format. This means that 
a process is a combination of inputs, activities, 
and outputs.

Inputs may include such elements as time, 
money, people, equipment, research, or 
development. The process itself is the activities 
that are performed to produce the output, 
which will be the end product or service. The 
end product, however, may not always be an 
actual product or service to sell to a customer 
or client. It could be any type of output, even 
an internal output, such as an invoice for 
a customer.

INPUTS
ACTIVITIES

(Process)
OUTPUT
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Process improvements might be pursued in a business for a number of reasons. Generally, the end 
goal is either to improve profitability or productivity, or to enhance the customer experience. The 
specific reasons why processes may need to be improved include the following:

 ® Standardize the way something is done
If a process has been developed organically
(not by complying with established 
procedures) over time, employees may 
perform the process in different ways. 
Some employees may perform the process 
efficiently, while others perform not so 
efficiently. Carrying out the same process 
in different ways can lead to unknown 
problems, different outcomes, and 
inefficiencies. 

 ® Provide consistency for customers
If products or services differ each time
they are created or sold, this might be an 
indicator of a potential problem in quality 
that should be addressed. When products 
and services are inconsistent, customer 
dissatisfaction may develop encouraging 
“loyal” customers to go elsewhere – 
namely to competitors. Improving the 
quality of a company’s product or service 
so it consistently meets a prescribed 
set of standards can increase customer 
satisfaction. The goal should be that the 
outcome of a process (the product or 
service) is the same, or as close as possible, 
each time it is produced or a service 
is rendered. 

 ® Remove bottlenecks
Sometimes the way a process works
can lead to bottlenecks. This can slow a 
company’s ability to deliver its products or 
services on time. Process improvement can 
help reduce, or even remove, bottlenecks 
completely. The impact of not removing 
or reducing bottlenecks, again, can be 
a source of dissatisfaction to customers 
and clients when their immediate needs 
are not satisfied and they have to wait an 
unreasonable amount of time for their sales 
process to be completed. 

 ® Reduce errors
Processes may have errors that occur
frequently for a variety of reasons. Errors 
must be reduced or eliminated with the goal 
being to increase efficiency, profitability, and 
customer satisfaction. 

WHY MAKE PROCESS IMPROVEMENTS?
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 ® Reduce process complexity
Processes can sometimes be developed in a
way that is overly complex. Again, this may 
occur if the process develops organically 
over time. Parts of the process may become 
redundant as business priorities change. 
Complexity also increases the chance of 
error slowly entering the process system 
without anyone noticing the change. 
Redundant or unnecessarily complex aspects 
of processes should be eliminated, which 
equates to better operating performance. 
Of course, steps that are essential should 
not be eliminated. It is critical to validate 
necessary steps before commencing with 
any elimination steps.

 ® Meet the needs of new systems
From time to time, new systems may be
implemented in a business. For example, 
this could be a CRM system (customer 
relationship management system) to replace 
a manual system, or an accounting system, 
such as QuickBooks, to replace a spreadsheet 
system. An increase in automation will 
generally require a modification to the 
current business processes to accommodate 
the change...from the system now being 
used (manual) to a system with some 
automated tasks. 

 ® Speed up a process
Although processes may operate too slowly
for a number of reasons, one possible reason 
might be unnecessary steps in the process 
or, even, a training issue. Speeding up a 
process can have the same positive effects 
as eliminating bottlenecks. Care must be 
taken, however, to ensure that “speeding up 
a process” does not negatively impact the 
quality of the end product or service.

The end goal is either to 
improve profitability or 
productivity, or to enhance 
the customer experience.
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The stakeholders of a business will have 
an impact on the prioritization of process 
improvements. Shareholders want increased 
profitability that may lead to taking steps 
with processes that increase productivity and 
potential sales. Customers may want a better 
quality product or faster service. Employees 
may also impact process improvements, 
especially if there is low morale as a result 
of a process that causes undue stress on 

workers. The government may change legal 
requirements leading to improve processes in 
order to be in compliance with new regulations. 
All stakeholders at one time or another may 
have an impact on processes. Regardless of 
the reason for process improvements, it is 
in the best interests of a business to pursue 
improvements, whenever and wherever 
possible. 

WHAT DO YOUR STAKEHOLDERS WANT?
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The steps that are normally followed for process improvements are: 

THE “PROCESS” OF PROCESS IMPROVEMENT

Examine areas 
for change

Prioritize

Decide what 
needs to 
change

Document 
and initiate 

process 
change

“Process” 
of Process 

Improvement
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THE “PROCESS” OF PROCESS IMPROVEMENT

If an area of business is not performing as well 
as expected, an opportunity might exist to 
increase performance by improving the process. 
Areas for potential change in processes may be 
established by reviewing historical and current 
operating results. Reviewing aspects such as 
frequency of errors, quality issues, management 
of existing capacity, resources, and bottlenecks 
may help identify potential areas for change. 

Special attention should be given to processes 
that have the most negative effect on a 
business. For example, if quality issues and 
errors lead to returns, customer dissatisfaction, 
and loss of customers, then this would be an 
important area of focus.

Although, at times, prioritizing might seem 
difficult, the most obvious starting point is any 
area that is potentially damaging to a company 
at the immediate time. When prioritizing 
processes, consider the effect that a process 
change can have on customer relationships, 
employee satisfaction, employee motivation, 
and return on investment. 

Once prioritization is decided, it is necessary 
to gain the “buy-in” and acceptance of 
stakeholders to ensure that the process 
improvement has the greatest chance of 
success. If a process improvement is expensive 
to implement, then shareholders may need 
to be made aware of the expense prior to 
implementation. Meetings should be held for 
those who will have the responsibility of actually 
implementing the various steps of the process 
that is to be improved. These meetings should 
be held to discuss why there is a necessity for 
the change and to brainstorm about ideas 
for improvement. Brainstorming can prove to be 
extremely beneficial. The entire business 
“team” must become engaged in the process 
of change to ensure the process is improved to 
help the company achieve desired  success. 

Examine areas for change Prioritize
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When deciding what needs to change, it 
is important for the small business or SME 
owner to understand that change does not 
mean that the owner or manager should or has 
to do it all. Discussion with employees can 
produce astonishing ideas, especially, when 
discussing processes and potential changes, 
improvements, and possible failures with those 
employees closest to the process. Questions 
should be asked at all steps of the process to 
find ways it can be improved. Zero in on areas 
that consistently have poor operating results 
or error issues. 

Root Cause Analysis

One useful tool in determining the deficiencies 
of a process is referred to as root cause analysis. 
This is a structured framework that assists 
management in understanding the different 
aspects of a situation that cause problems. 
It involves reviewing all of the different 
components, which will usually include the 
what, why, when, where, how, and who of a 
problem. By reviewing these different aspects, 
it is possible to understand the actual causes 
of a problem. Root cause analysis allows one to 
better understand a problem and actually solve 
it, rather than taking steps to simply mask the 
symptoms of a problem. 

Decide what needs to change
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THE “PROCESS” OF PROCESS IMPROVEMENT

There are typically five steps undertaken in root cause analysis. 

During the first step, 
efforts are made to 
define the problem to 
its fullest extent. This 
involves summarizing all 
of the symptoms. 

It is during step four 
that actual causes are 
established and clearly 
defined. 

During step five, solutions are recommended and 
implemented. This includes noting which employees will 
be involved in solving the problem and how the process 
should be changed permanently to prevent the same 
problem from recurring. 

Step two is a data 
collection phase. During 
this stage, data is 
collected to understand 
the problem in more 
detail. This assists in 
understanding how 
long the problem has 
been occurring and all 
of the different facets 
surrounding the problem. 
The data will demonstrate 
the extent of the problem 
in actual numbers. 

Step three is where 
the analysis moves to 
understanding what is 
causing the problem. 
Patterns are identified 
to see when the problem 
is most likely to occur. 
This may lead to the 
uncovering of additional 
or more detailed possible 
causes. No assumptions 
are made at this stage 
about actual causes. 

1

4 5

2 3STEP

STEP STEP

STEP STEP
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Initiating the process changes assumes that 
the necessary “buy-in” has been received from 
effected stakeholders. If not, acceptance must 
be worked on; otherwise, individuals may 
feel the change is being imposed upon them 
without their understanding or acceptance. The 
process should be documented in terms that 
all employees understand and communicated 
clearly. In some cases depending on the 
change, it may also need to be communicated 
to customers or stockholders. If the change 
is better for customers, it can also be a great 
marketing tool. 

If the process change is complex, improvements 
may require additional training for those 
involved so everyone understands their role 
and how the change affects what they do. 
Simply documenting a process change and 
sending employees new instructions may not 
be sufficient to ensure that the new process 
is initiated as intended. Trial runs of the new 
process may be needed and, usually are, a good 
idea. Additionally, employee meetings to discuss 
the changes prove helpful. During the initial 
stages of a new process, monitoring should take 
place making sure the change is producing the 
desired results. 

Document and initiate process change
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One critical component of process improvement 
is measurement; otherwise, there is no way to 
determine if the “improvement” is successful or 
not. Measuring change involves understanding:

 ® Where a business is currently

 ® Where the business wants to be in the future

Where a business is currently relates to 
the current “business’ health.” These are 
measurements to understand and determine 
how the business is doing. Such measurements 
might include profitability, turnover, sales, 
staff retention, and quality measurements. 
Obviously, each business will have its own set of 
measurements. 

Where a business wants to be in the future refers 
to the objectives that a business aims to achieve 
through its process improvements. 

Deciding on what a business measures depends 
on what process is trying to be improved. 
Examples of possible measurements might be: 

 ® Measuring the number of returns, which
should be reduced if process improvements
have been effective 

 ® Reducing the time from production
to market

 ® Lowering costs of operations

 ® Reducing inventory on-hand

 ® Reduction of waste

 ® Improvement in productivity

 ® Improvement in profitability

 ® Health and safety improvements, such as
reduced accidents

 ® Increased speed and efficiency of the hiring
process

 ® Reduction of billing errors

 ® Increased success rate in securing new
business

 ® Reduction of customer complaints

 ® Improved quality of products and services
(increased reliability)

 ® Increased efficiency in handling customer
inquiries

The opportunities for process improvement 
through any of these means is considerable, 
but selecting the right measurement 
goal for monitoring success is essential in 
understanding if the process improvement is 
effective or not.

MAKE IMPROVEMENTS MEASURABLE
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THE 80/20 RULE (ALSO KNOWN AS THE PARETO PRINCIPLE)

Many have heard that in business 80% of 
sales will come from 20% of the customers. 
This rule is commonplace in many other 
situations. It basically means that the most 
important or vital elements in almost any 
activity comes from a fewer number of 
“whatever might be involved,” and the least 
important or trivial elements in an activity 
come from larger numbers of “whatever 
might be involved.”

Small business/SME owners and managers 
can use this simple rule in directing their 
energies to the inputs that will produce the 
maximum outputs when deliberating 
changes in processes. With only so much 
time in each day (and energy), it is important 
to prioritize on what will be most beneficial 
for the business. Staying focused is the key. 
Work smarter rather than working longer or 
harder. Work on process improvements that 
will yield the best results for the business.

CUSTOMERS
20%

SALES
80%



SUMMARY

A process improvement is simply what the 
words imply – improving a “process.” Certain 
words consistently repeated in the foregoing 
discussion indicate the most general reasons 
to improve processes in a small business or 
SME:

 ® Improve profitability

 ® Improve efficiency and productivity

 ®  Enhance customer satisfaction

Undertaking a process improvement can 
be a small task or large task depending 
on the activity and its inputs and outputs. 
A fundamental element in any process 
improvement task is the understanding 
of the transformational effect it can have 
on the overall business, if the “right” 
process is targeted for improvement and 
implemented correctly.




