





and process management structures, the roles of the process manager and the
functional manager, and how to manage complexity instead of reducing it.

There seem to be a potential for continuing exploration of the possibility of using
CAS as metaphors for organizations and developing approaches for managing
organizations as CAS as a complement to structures of hierarchies and processes. A
specific need for future research is to explore and develop approaches for how to
drive learning, innovation and improvement in organizations as CAS with distributed
control.
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ABSTRACT

This paper presents the results of case studies of process management in seven Swedish small
and medium sized enterprises (SME). These studies are part of a larger research project
aiming at describing experiences of introducing process management in SMEs. Our findings
were that, in general, the studied companies had not changed directly from a functional
orientated organisation to a process orientated organisation. Instead they were still in, or had
recently passed through, an intermediate state characterised by a team and project based
organisation where focus was shifted towards a cost reduction emphasis. The transitions
described by the case companies have been summarised schematically in a model with three
stages: starting with functions, continuing via teams and projects, and ending with processes.

Keywords: Process Management, Small and Medium Sized Enterprises, Case Studies

Introduction

Small and medium sized enterprises' (SME) account for a large proportion of the total
business in most countries. Their importance as a major engine for innovation and creation of
new jobs is often emphasized, see for example Storey (1994).

Quality related programmes developed with the large company in mind are increasingly being
employed also in many small and medium sized enterprises. Process management is one of
many methodologies within total quality management (TQM) that has found widespread use
in recent years, see for example, DeToro & McCabe (1997) and Lee & Dale (1998). However,
in a study of quality award winners, Hansson (2001) found process orientation to be problem-
atic for small organisations. In several aspects, for example in terms of specialisation,
formalisation and resources, small and medium sized organisations are not like the large ones
(Storey, 1994; Ghobadian & Gallear, 1996). Much of the contemporary quality-related
systems, methodologies and tools are therefore not necessarily the most suitable for small and
medium sized organisations.

The new ISO 9000:2000 series of quality management system standards (CEN, 2000)
strongly promotes the adoption of a process approach within the certified company (Garvare,
2000; Tsin et al., 2002). In the standard, the process approach is defined as “the application of
a system of processes within an organisation, together with the identification and interactions
of these processes, and their management”. Organisations must recognise and establish
processes together with their sequence and relations, monitor and analyse process perfor-

! In this paper small and medium sized enterprises are defined as privately owned companies with between 10
and 200 employees.
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mance, and manage and control the processes in compliance with the requirements. It could
be argued that the pressure on small and medium sized enterprises to adopt a process
approach will probably increase due to the update of ISO 9000. Pritchard & Armistead (1999)
state that lack of understanding of process management is the biggest difficulty for
organisations in the initial stages of adopting a process approach. To aid the prevention of
potential negative consequences, as well as to enhance the utilisation of potential benefits,
experiences of introducing process management in small and medium sized enterprises have
been investigated.

Process management

Modern quality management is based on the idea that to remain competitive an organisation
has to ceaselessly upgrade the way it fulfils the true needs of its customers (Dale, 1999). It is
not enough to focus on the finished products that customers receive. How these products are
produced, i.e. the processes, also needs to be addressed. Strong competition and forever
increasing customer demands lead to short product life cycles and rapidly changing product
concepts. Combined with escalating complexity of products and processes this emphasises the
importance of controlling and systematically managing the processes of an organisation.

Traditionally organisations have been managed vertically and hierarchically with a division of
power between functional units. This could lead to ineffective addressing of many cross-func-
tional issues and thereby sub-optimisation of the organisation. By using horizontal process
management the organisation is viewed as a network of processes linked across the
organisation. According to DeToro & McCabe (1997) policy and direction is still set from the
top, but the right to examine and change methodologies and procedures is delegated to cross-
functional work teams.

Empirical Studies

In Garvare (2001) a study of process management in Swedish small and medium sized enter-
prises is presented. Experiences have been examined through 1,500 mailed questionnaires,
telephone interviews with 62 senior managers, and case studies at two of the participating
companies. A presentation of the case studies, carried out during 2001, are included in this
paper as Company F and G. Results of the investigation by Garvare (2001) revealed that at a
majority of the studied organisations the general response from the personnel when
implementing process management had been positive or very positive. Main problem areas
included documentation procedures and involvement of middle managers. When the use of
process management had been initiated from within the organisation rather than due to pres-
sure caused by external actors, the implementation had more often been successful.

To further evaluate the results of implementing process management in small and medium
sized enterprises, additional case studies have been performed at five of the companies
participating in the telephone interviews of the study presented in Garvare (2001). These five
case studies (Company A to E below) were carried out during 2002.
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Company A

Company A was founded in 1975 and has about 45 employees. It produces and markets elec-
trical equipment for industrial use. Main operations are in the Nordic countries and the Baltic
States. The company is certified according to ISO 9001:2000 and is working to become
certified according to ISO 14001 within a year.

In 1995 the company began its transition to process orientation. Two years later it became a
member of a large international business group consisting of several companies, both large
and small. While still an independent business unit, control over some functions has been
transferred to other companies. Research and development is today mainly carried out in
Germany, while production and marketing are located in Sweden.

Start and motives

About seven years before the case study was performed the production manager of Company
A attended a lecture and learned about how a large Swedish company worked with process
orientated systems in logistics, business and quality management. During this time the
production department of Company A was mainly producing for in-company stock shelves.
People at the sales department did not feel comfortable when having to sell products that were
not already in stock. Despite this strategy delivery time continued to be high. There were
quality problems and many products stayed unsold on the shelves, causing high costs to the
company. The unsold goods were also tying up material needed for the production of new
products that the customers where asking for, and the company had severe difficulties in
trying to keep up with changes in customer demands. To stay competitive and remain in
business the company was forced to cut lead times and lower costs by making more effective
use of its premises.

Pilot project

After beginning to learn about this new process orientated way of working the production
manager became very interested in the subject, attended courses and read literature. He
presented the idea of a horizontal organisation for the management group, consisting of the
functional managers and the CEO. A small-scale pilot project was initiated, involving a cross-
functional team of about five people representing many of the departments of the company.
The entire order process of a standard product, produced on regular basis, was selected as
focal point for the project. This process was identified and mapped by the team, from
customer order and construction, via production, to testing, packing and delivery. The team
was then assigned the responsibility for managing and improving all the steps in the process.
To avoid a potential large stock of unsold goods, production was strictly based on customer
order. External suppliers closely related to the company were involved in evaluating the
results of the pilot project. According to the production manager the approach tested in the
pilot project was “a completely new way of working”.

The economy manager of Company A actively supported the pilot project, mainly because he
saw advantages in not having a large stock tying up capital. The sales manager, and most of
the people in the sales department, did not trust that the new system would be able to deliver
products on time. Therefore they argued for having the goods on the shelves when the clients
asked for it. Heavy resistance also came from the mechanics, fitters and production personnel.
They were used to their old roles, and felt uncomfortable with having to do tasks that were
perceived as less qualified, such as packaging or administration. According to the production
manager the way employees looked at the status of different jobs was a crucial problem at this
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stage of the implementation. “A fitter is a fitter and should not be packing products” was a
usual reaction from the personnel. Many employees had the opinion that it was a waste of
capacity if highly qualified people also did simpler tasks. Some felt threatened in their
positions, mainly in the production department but also within administration and
management, as some people might not be needed after a restructuring of the organisation.

Results

After the transition to team-based process management and customer ordered production deli-
very precision of the pilot process went up from 60 percent to 95 percent within the first year.
In spite of the great potential shown by this result, people at the sales department were not
convinced that the new approach would be beneficial to the company. They chose to focus on
the 5 percent that were still not delivered on time, and continued to counteract all changes.

The outcome and repercussions of the pilot project resulted in a slow company-wide transition
into an organisation where cross-functional process teams lead by coordinators are
responsible for the operational management of all key business processes. The teams make
and deliver all the products, both regular production of standard items and specialised
production for certain customers. The teams are also responsible for measurements of product
quality and delivery precision within their process. According to the production manager “this
way of working makes our understanding of customer needs better.”

During the time of the study process management had been the established way of working
within the company for more than two years, but there was still some resistance within the
sales department, and a few employees had also chosen to leave the company as a result of the
restructuring.

Product testing was one of the functions that had initially been incorporated within the
process teams. Since the skill and knowledge of the product testing engineers was specialised
it proved ineffective to have these persons work as parts of the process teams. After a few
months it was therefore decided that a test function, serving all the other teams, should be re-
established.

Working with ISO 9000:2000 was perceived by the managers as helpful in reorganising the
company. The new standard required a structured processes approach. “Before the transition,
the people working here had their jobs. Today we have separate roles, and different people
with different knowledge to solve the assignments”, said the production manager. “Today the
employees are looking beyond their original professions and are more actively trying to help
each other out. It’s not perfect yet, but the territorial thinking between the departments is
reducing”, the production manager said.

Company B

Company B was founded in the early 1990 and has about 60 employees. It is a manufacturer
of mechanical components mainly for the vehicle industry. The company is certified
according to ISO 9001:1994, ISO 14001 and QS 9000.

Company B is noticeably production orientated. It has a functional hierarchy with a horizontal
division of power between units such as finance, manufacturing, distribution, marketing and
sales. About one year before the case study was performed Company B became part of a
small regional business network. Within this network a program for introducing a process
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based way of working among the member companies was initiated. This program has been
divided into three steps: measurement, in-house improvement, and teamwork & interaction.
During the first step costs of poor quality and the general potential of improvement within the
company is measured. In the second step pre-emptive maintenance and improvements based
on the previously identified problems are carried out. This step is also intended to bring about
a process view among the personnel with a clear notion of the internal value chain, its
customers and suppliers. The third step includes improving the interaction and cooperation
between the companies involved in the network. Autonomic teams systematically work to
control and improve the processes, within the organisation but also within the entire network.
The initiative to start this network and the three step program came from a relatively large
company in the region which is a customer of Company B. During the time of the case study,
Company B was at the first step of the program, and both managers and employees expressed
high expectations on the network. Even though Company B is only at the beginning of
implementing process management, advantages due to a higher commitment for quality
among the personnel have been noticed by the managers.

Company C

Company C is a privately owned school. It was founded in the 1990s and has about 25
employees. The company has no certified quality management system.

During the time of the study the organisation had a strong customer orientation and highly
motivated personnel, determinedly striving to improve methodologies and procedures. The
planning horizon was long, cost pressures low and results were measured regularly. However,
what had during the previously made telephone interviews appeared to be a process orientated
organisation emerged during the case study to be a vision in the mind of a few managers
rather than an established way of working within the organisation. No attempt had been made
to identify or map existing processes, and there was no written documentation about the hori-
zontal organisation. All the things that were said to be “within the heads of all employees”
regarding processes and division of responsibilities, turned out after a deeper enquiry to be
very unclear and vague. Company C was therefore classified as a functional orientated
organisation with a narrow focus on production.

Company D

Company D is a family owned sub-manufacturer of process equipment for industrial
customers on the international market. The company, founded by an entrepreneur in the
beginning of the 1970s, now has about 120 employees. Research and development account for
about 10 to 15 percent of total turnover. The company is certified according to ISO
9001:1994, and is working to become certified according to ISO 14001.

Start

Three years before the case study was performed a relative to the founder was appointed CEO
of the company. At this time the organisation was built on traditional functional departments
and a hierarchical chain of command. According to the CEO there was a wide gap perceived
between the departments of product development and sales. People at the product develop-
ment department had a high technical knowledge, but knew little about what the customers
wanted. The sales people were in close contact with the customers, but lacked technical
knowledge. There were also difficulties in dividing responsibilities between the different
departments.
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Reorganisation

The solution proposed by the new CEO to solve the gap dilemma was the implementation of
several new cross-functional segments superimposed on the old functional departments. Each
segment consists of a specialist responsible for monitoring all products within the segment
during their life cycle, from R&D to post-launch evaluation subsequent to market
introduction. The company sometimes develops products that are specially made for specific
customers. In these cases the segment specialist involved also continues as contact person
towards the particular customer. In the new organisation department managers are responsible
for all production resources, and also for the personnel and economy of their department. For
each project, resources in terms of money are assigned to the head of the segment, who orders
services from the different departments. The department managers then make priorities
between the orders from the segments.

During the implementation of the segments, there was also a general geographical reorganisa-
tion within the company office. All employees were moved in order to “fit the flow”, i.e. to be
placed in accordance with their position in the different processes. This was, according to all
interviewed at Company D, a very beneficial part of the reorganisation.

Results

The general advantage of the new organisation was described by the CEO as “a lasting
responsibility”. Not only was someone watching over development projects during their
whole sequence, but the segment specialists were also responsible for the entire processes
within their segments. In the old days there was always a risk that things “fell between the
chairs”, i.e. that nobody considered themselves to be responsible for handling difficulties and
solving problems that were not clearly within the sphere of a single department.

According to many of the respondents at Company D the new organisation has also resulted
in a higher customer satisfaction. No specific disadvantage had been experienced due to the
new organisation, apart from the few occasions when projects had been launched without a
segment specialist assigned to them. In those cases things had rapidly became chaotic, where
after someone had promptly been assigned as responsible for the project.

According to representatives of the personnel, there had been some initial insecurity among
the employees when the reorganisation was launched. A few of the employees had also left
the company due to the changes that had been introduced. Looking back the CEO said he
should have put more emphasis on explaining his vision of segments, and the purpose of the
reorganisation, already from the start.

Company E

Company E was founded in 1957 and has about 30 employees. It is a trading company provid-
ing industrial customers with a variety of standardised and specially made products and com-
ponents from manufacturers world-wide. Value is added by offering total solutions, specialist
know-how, efficient logistical and IT systems, and a detailed quality assurance system. The
company is certified according to ISO 9002:1994 and QS 9000, and was during the time of
the study working to become certified according to ISO 14001. Since 1990 the organisation
has been part of a trade group consisting of about 50 companies in the Nordic countries, the
Baltic States, Germany, and Russia, focusing on import and sales of industrial product
components in these countries.

I-6



Paper 1

Despite the extra value added, by specialist know-how and by other complements offered by
the company, most of the trading products have a very small earning per item. Cost pressure
has always been high within the industry, and according to the CEO “the profit lays in
working with your internal processes. Concentrating on the processes gives the company
opportunities to rationalize, and also provides the employees with a clear view of where they
are situated within the whole”.

Start and motives

The change towards process management started several years ago when the buying
department of Company E was to be integrated with the in-house sales department. Some of
the functional managers in the company had begun to question the way the organisation was
operating, and commenced looking at the flow of work and products through the different
departments. They felt there were gaps in the communication within the company, especially
between the buying department and the selling department which did not correspond well to
each other. Lead times had to be cut and the stock levels had to be lowered. One suggestion
that came up was to begin by merging buying and sales into one larger team. A short external
management course on organisational change gave the CEO ideas on how to apply and
implement the integration. The flow of work in the sales and buying departments had to be
identified and mapped before the integration could be performed. Persons involved had to be
informed and trained in their new and extended role as being both buyer and seller. When it
was finally launched, the project of merging the two departments was already acknowledged
by most employees, and also partly implemented on the managerial level of the organisation.

Results

Initial results of the restructuring were promising, with shorter lead times, more efficient
distribution, and forecasting of customer demand. The new organisation was therefore barely
given time to settle before the project continued to also include mapping and analysis of other
parts of the company. Now difficulties started to emerge. Many of the employees said that
they did not see the point in making further changes to the organisation. The management
group had already been handling and working out ideas about the continued streamlining,
while many of the employees felt uninformed, unsafe and threatened by the proposed addi-
tional reforms. Two employees chose to leave the company due to the restructuring, and the
rate of change was slowed down.

At the time of the case study a number of new processes had already been mapped, but there
had been no further integration of departments within the company. Process owners had been
appointed among the functional managers to coordinate and drive the process development.
These process owners had also been delegated responsibilities from the CEO for the personnel
working within their process. During monthly meetings every department informed the others
about the progress of their improvement projects.

In the forefront of the reorganising activities was the warehouse department, pushing its inter-
nal procedures and routines towards a structure of horizontal processes. The partly process
orientated organisation has also given people at the warehouse a much higher status and better
means of influencing their work situation.

The company has begun outsourcing its administration and computer support systems, re-
forming the organisation to only include core processes vital to fulfilling the mission of the
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company. According to the CEO, “process management is about understanding what we are
doing and how we can do it better.”

Today measurements are used, more widely than before, as a tool for improvement. Organisa-
tional goals are set as a result of strategic planning by the management group. The group, con-
sisting of the functional managers, collects the problems, chooses measures to control and
decides who will be responsible for the follow-up. Eventually all functions will have to take
part in setting their own goals.

Many of the respondents at Company E said the reorganisation has given them a broader,
more holistic picture of the company, thereby increasing their motivation to take part in many
daily routines. Every employee at the company now has a personal education plan. According
to the CEO:

“A majority of the personnel now better understands what others want from them, both
externally and internally. It used to be ‘quality by accident’, and then we started defining who
the customers and stakeholders are. It is important that all the employees know who is doing
what. If the sales people are producing many customer-orders but the warehouse is not able to
provide the goods, there is a problem. There is a need for understanding between the
departments about working towards the same goal.”

Company F

Company F was founded in the 1950s and has 35 employees. It is a subcontractor in the boat
industry and is certified according to ISO 9001:1994.

Eight years before the case study a new CEO took over the leadership of the company. For a
few years the business situation had been difficult with heavy expenses and a decrease in
sales. The primary focus was on immediate improvement activities, short term problem
solving and cost reduction. After about two years the new CEO began transforming the
company, from a traditional functional organisation with several departments and a
hierarchical chain of command, into a new process based organisation. A flatter team-oriented
structure replaced the former top-down hierarchy. One level of authority was eliminated and
the functional differentiation was minimised. During this organisational change a few of the
middle-managers left the company.

The new organisation required a radical shift in thinking among the personnel. Those who had
been used to work according to priorities and quotas set by the managers now had to think
much more by them selves. Work design, product inspection, cost reduction and process
improvement became the responsibilities of job teams. Two remaining functional managers
provided specialised skills in the areas of finance and human resources. The performance of
the company increased considerably in terms of reduced lead times, less rework and higher
flexibility. Under the strong leadership of the new CEO the company had moved towards a
process oriented organisation.

Company G

Company G was founded in the 1980s and has about 150 employees. It is working in the
service industry and has no certified management system.

Two years before the case study was carried out business had been very good. The company
had been growing rapidly in terms of sales and employees. To improve internal efficiency and
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customer focus the senior management team decided to change the organisation from
functional orientation to process management. A person with long experience of
implementing process management in other companies was employed as quality manager. In
two months he had reworked the organisational chart into a process hierarchy with core
processes, sub-processes, operational, supporting and management processes. But the
commitment shown by top management was decreasing. The general business climate was
deteriorating and the company was losing sales. For about half a year the implementation was
halted due to vacillation by the senior management. After six months it was decided that the
change towards process management should continue. The insecurity among the personnel
resulted in considerable damage to the mandate for change. Through some promising results
achieved by the parts of the organisation that was using process management the opinion for
organisational change improved. At the time of the case study the reworked process based
organisational chart had found widespread use in the company, and one of the key business
processes was horizontally managed by an appointed process owner.

Cross case analysis

Our findings were that, in general, the studied companies had not changed directly from a
functional orientated organisation to a process orientated organisation. Instead they were still
in, or had recently passed through, an intermediate state characterised by a team and project
based organisation where focus were shifted towards a cost reduction emphasis. Transitions
described by the case companies presented in this paper have been summarised schematically
in a model with three different stages: starting with functions, continuing via teams and
projects, and ending with processes, see Figure 1.

Production Cost Interaction

U oL oL

Functions | Exogenous Teams & | Endogenous Processes
driven change | Projects driven change |
Stability, Efficiency, Flexibility,
Control Lead times Forecasting
Figure 1 Stages of process implementation in studied small and medium sized enterprises.

Idea and design inspired by Hertz et al. (2001).

In all seven cases, the studied companies had originally been production orientated, using a
functional approach mainly focusing on stability and control of products and activities. Cost
pressure had generally been low with a stable environment and long planning horizons. In the
investigated manufacturing companies, produced goods were often delivered to stock, and
improvement efforts were primarily concentrated on enhancing product quality. With the
exception of the manufacturing process, process responsibility was generally not defined at
this stage.

Due to various contextual changes, such as the entrance of a new top manager, or challenging
competition leading to a decline in relative performance, five of the seven studied companies
had been forced into the second stage of the model. Focus shifted towards improving internal
efficiency and resource effectiveness regarding supplies and inventory levels, and a main part
of the organisations became cost orientated. In manufacturing companies inventory levels of
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both incoming and outgoing goods were lowered, and the planning horizon had to be short-
ened. Pressure was put on external suppliers to shorten their delivery times. In many of the
companies the change was initiated by a manager or owner having discovered new ideas
regarding organisational structure or improvement based on a process view. Even when
intentions were to directly develop a horizontal and process based organisation, the companies
often transited into an approach of teams and projects, focusing on improving distribution and
resource utilisation, and on minimising delivery times. Typically, a few administrational
processes were briefly mapped at this stage, but process responsibilities were informal and at
a low hierarchical level, and process performance was not measured. A majority of the
employees had not obtained a clear process view on their organisation. During this stage one
or a few key individuals became familiar with viewing the organisation in terms of horizontal
processes.

Four of the seven companies had, at the time of the case studies, progressed into the third
stage of the model. In these companies the process view had been gradually acknowledged by
a majority of the employees, and the organisations had slowly become more process ori-
entated. Central organisational activities were mapped and defined in terms of processes and
sub-processes. Process owners were appointed at high levels within the organisations. In one
of these companies, process managers with responsibilities for day-to-day operations had
been formally appointed. Cost pressures were still high, sometimes even higher than before,
but the focus had shifted towards improving flexibility and process performance, and towards
forecasting customer demands. A new horizontal structure was superimposed on the
organisation, with frequent interactions between individuals at all positions of the company.
Process performance was being continually measured in processes with designated ownership.
No external driver was identified between stage two and three, and the change was seen as
endogenously driven. However, despite any transition towards process management the
official organisational charts of all studied companies still reflected the old functional organi-
sation, with no clear identification of customers, suppliers, process owners or process
managers.

Conclusions and discussion

Process management is one of many methodologies related to total quality management that is
increasingly being employed in small and medium sized enterprises. The recent update of ISO
9000 appears to be one important explanation to the prevalent and rising interest in process
management.

A result that emerges from the case studies is that when changing from functional to process
orientation the studied enterprises pass through an intermediate state where the process view
is gradually spread and acknowledged within the entire organisation. A clear process view
and understanding of the general methodology among a majority of the employees appears to
be vital for fully implementing process management. In many of the studied enterprises,
process owners are appointed among the functional managers. Instead of completely rewriting
the organisational chart the new process organisation is superimposed on the old functional
organisation.

Horizontal communication between departments seems to be problematic in a majority of the
studied enterprises, and the most common way to solve this problem appears to be the
merging of departments. During the case studies, a gap between the official emphasis placed
on process management, and the actual level of process orientation visible within many of the
studied organisations, was observed.
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This paper has highlighted a number of issues when introducing process management in small
and medium sized enterprises, which may contribute towards a better understanding of the
factors influencing the outcome of different implementation programmes.
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Abstract

Purpose: Process management is becoming an essential part of contemporary organizations in all
industries. However, many organizations experience problems during the implementation of a process
management approach. The purpose of this paper is to explore and describe the organizational
implications when implementing process management, how to handle the relationship between the
functional organization and a process perspective, and the roles of managers, teams and individuals.

Design/methodology/approach: A multiple-case study approach is used to get an extensive picture of
and analyze how three Swedish organizations have worked with process management.

Findings: The studied organizations have introduced a process management structure into their
functional organizational structure, including the introduction of new management positions such as
process owners and process leaders.

A discourse is identified in earlier research between those arguing for a full transformation from a
functionally orientated to a fully process oriented organizational structure, and those promoting a more
moderate transformation where a process management structure is “matrixed onto” the existing
organization. The analysis could be interpreted as supporting the second line of reasoning, where the
functional and process structures co-exist in the organization, creating a constructive dynamic.

Originality/value: The paper provides two major contributions. First, the empirical descriptions and
analysis of implementing process management contribute to the knowledge and understanding among
both practitioners and researchers. The second major contribution is the identified need of co-existence
of a process and functional perspective, and the implication that complexity is created rather than
reduced in organizations.

Keywords: Process management, implementation, case study, organizational perspective, Sweden

Paper type: Case study

1 Introduction

Processes and process management are becoming an essential part of contemporary organizations in
all industries. Quality management, Six Sigma and Lean all build on components of working with and
improving organizational processes (Andersson et al., 2006; Dahlgaard & Dahlgaard-Park, 2006). The
new ISO 9001:2008 standard is placing considerable emphasis on processes (ISO, 2009), and process
management is a significant part of most excellence models, such as the Malcolm Balridge National
Quality Award (NIST, 2009) and the EFQM Excellence Model (EFQM, 2009). When exploring if Six
Sigma and Lean are new methods, or if they are repackaged versions of previously popular methods —



Total Quality Management and Just-in-Time — Néslund (2008) emphasises the importance of placing
organizational change and improvement methods in general under a process management umbrella.

Zairi (1997) stated, based on a literature review, that the word “process” had become a part of
everyday business language. Hammer & Stanton (1999) argued, on the basis of a study of IBM and
Microsoft among others, that for most companies there is no real alternative to shifting from a
traditional business to a process enterprise. Organizations in Sweden have been working explicitly
with process management since the end of the 1980s. The methodology has been used in order to
reduce lead times and increase customer focus both inside and outside the organization, and this
development has been attributed to escalating demands from customers regarding quality (Egnell,
1995).

Even though process management is a common approach today, many organizations express concerns
about problems with implementing and maintaining a process management approach. In a study of
quality award recipients in Sweden, Hansson (2003) found that many small organizations perceive
work with process management to be problematic. Based on a survey of the application of process
management in Swedish organizations Forsberg ef al. (1999) state that the expectations for results are
unreasonably high. Implementing process management appears to be rather demanding: “In practice,
however, the process approach seems difficult to understand and to put into action” (Rentzhog, 1996,

p. 13).

In a paper on the definitions and models of process management, the Palmberg (2009) concludes that
in both research and in applications in organizations there is a string focus on the technical parts of
process management; the definitions of a process, the levels and categorizations of processes, and the
techniques for mapping and documenting processes on an activity level (Palmberg, 2009). Many
organizations devote extensive resources to web-based documentation systems, presenting their
processes in several levels, from main processes down to individual tasks, without achieving the
planned effects. This is combined with the often seen confusion and discontent among senior
management regarding the perceived lack of clear results from implementing process management.

Through a literature review of the area, Hellstrom & Peterson (2005) conclude that the literature is
foremost built on theoretical reasoning, resulting in a large number of how-to-do checklists.
Furthermore, they argue that there is a lack of empirical research into the effects of process
management. Hellstrom & Peterson (2005) believe that “despite a decade of experience of practicing
process-oriented management, certain fundamental problems still beset its successful application and
causes practitioners concern”. Based on a literature review, O’Neill & Sohal (1999) reach the same
conclusion, and state that more empirical research is needed.

Several empirical articles covering tools and methodologies for mapping and improving single
processes have been identified (Kiing & Hagen, 2007; Sandhu & Gunasekaran, 2004; and Ongaro,
2004, among others). However, few empirically based articles have been found on the organizational
issues of implementing process management, how to handle the relationship between the functional
organization and a process perspective, and on the roles of managers, teams, and individuals.

Based on the arguments above that process management is becoming essential in organizations, that
many organizations experience problems during implementation, and the expressed need for empirical
research, the purpose of the paper is to explore and describe the organizational implications when
implementing process management. It describes the experiences of introducing process management
in three different organizations. The overarching questions have been:



What was the purpose and what were the results of implementing process management?

How is the ability to drive improvement affected when implementing process management?
What are the effects experienced by individuals when implementing process management?
How are organizational structures, roles and responsibilities affected when implementing
process management?

The article is displayed as follows: as a part of a further introduction of process management, the next
sections present definitions of process management, the purposes and results of implementing process
management found in the literature, and different process maturity models. The next section describes
the methodology used when performing the case studies, followed by case descriptions of the
organizations studied. The case descriptions are then summarized and analyzed. Finally, conclusions
are drawn and a discussion of the implications is presented.

1.1 Definitions of process management

The concept of process management is not something entirely new. Shewhart (1931) was one of the
first to argue for Process Control in favor of Product Control. During the 1970s, methodologies for
working with processes were developed under labels such as Just-in-Time and Lean Production
(Schonberger, 1986). In the 1980s and 1990s, the scope of Process Control was expanded to
encompass a corporate emphasis, including all functions of an organization. A great deal of attention
was focused on Business Process Re-engineering (BPR), as described by, for example, Hammer &
Champy (1993). Process management has been on the agenda since the early 1980s, but unlike that of
many other management concepts, the interest in process management has remained high (Hellstrom,
2006).

A recent literature review on process management (Palmberg, 2009), covering 77 articles, indicates
that there are no common definitions of the concepts of processes and process management. A process
definition is presented as “A horizontal sequence of activities that transforms an input (need) to an
output (result) to meet the needs of a customer or stakeholder” (Palmberg, 2009, p. 207). When it
comes to a definition of process management, two different movements are identified. The first
movement (A), focusing on the management and improvement of single processes, is summarized as:
“A structured systematic approach to analyze and continually improve the process” (Palmberg, 2009,
p. 210). The second movement (B) shares a more holistic view on process management as a part of
managing the whole organization and is defined as: “A more holistic manner to manage all aspects of
the business and as a valuable perspective to adopt in determining organizational effectiveness”
(Palmberg, 2009, p. 210).

1.2 Purpose and results of implementing process management

The purposes found in the literature review of implementing process management (Palmberg, 2009)
include: to remove barriers between functional groups and bond the organization together (Jones,
1994; Llewellyn & Armistead, 2000); to control and improve the processes of the organization
(Melan, 1989; Pritchard & Armistead, 1999; Biazzo & Bernardi, 2003; Sandhu & Gunasekaran,
2004); to improve the quality of products and services (Melan, 1989; McAdam & McCormack, 2001;
Sandhu & Gunasekaran, 2004); to identify opportunities for outsourcing and the use of technology to
support business (Lindsay et al., 2003; Lock Lee, 2005); to improve the quality of collective learning
within the organization and between the organization and its environment (Bawden & Zuber-Skerritt,
2002); to align the business process with strategic objectives and customer needs (Lee & Dale, 1998);
and to improve organizational effectiveness and improve business performance (Jones, 1994; Elzinga
et al., 1995; Armistead et al., 1999).



Sentanin et al. (2008) presents a case in a Brazilian public research center where the purpose of
implementing process management was to understand its core processes in order to continue operating
effectively and gaining competitive advantage. A survey from manufacturing plants in the USA shows
that process management is one of the core quality principles that have significant impacts on quality
(Zu, 2009).

Armistedt and Machin (1998) present a description of the adoption of process management at Royal
Mail, UK, where the driver was declining market shares and dissatisfied customers and employees.
The result described was that the process view allowed for a genuine understanding of what quality is
from the viewpoint of the customer, and that the employees in the operations understand where they fit
(Armistedt & Machin, 1998).

The results achieved from implementing process management in a Swiss bank are described by Kiing
and Hagen (2007) as reduced cycle time, increased output per employee, and increased quality of work
products. Process re-engineering and management logic and techniques are used as enablers for the
successful introduction of one-stop shops in a number of Italian municipalities; the approach resulted
in reduced throughput times and a single interface with entrepreneurs was established and empowered
(Ongaro, 2004).

Empirical research at Volvo Cars between 1994 and 2000 (Hertz ef al. 2001) describes the results of
the work with process management as decreased inventory cost, shorter lead times, increased delivery
precision, and higher customer satisfaction. Forsberg et al. (1999) found, based on a survey of the
application of process management in Swedish organizations, that the introduction of process
management gave positive results in the following areas: common language, cooperation, customer
orientation, cost, lead time, learning abilities, holistic view and standardization.

Findings similar to those of Forsberg et al. (1999) have also been reported by Garvare (2002).
Telephone interviews with managers of 62 Swedish small and medium-sized enterprises revealed that
in their opinion the general response from the personnel when implementing process management had
been positive or very positive. A majority of the respondents claimed that since the introduction of
process management their company had improved its financial result, recognized increased customer
satisfaction, increased its customer base, become more efficient and had reached a higher level of
delivery accuracy. The main problem areas due to the implementation of process management
included bureaucratic documentation procedures and difficulties when trying to involve older
personnel and middle managers.

DeToro & McCabe (1997) state that a change towards process management requires not just the use of
a set of tools and techniques, but a change in management style and way of thinking. According to
Rentzhog (1996), the implementation of process management includes both structural and cultural
changes to the organization.

1.3 Process maturity models, organizational structures and roles

Several models of process maturity have been described in the literature; see examples in Table 1.
Sentanin et al. (2008) present a maturity model developed by Goncalves (2000), describing five stages
(A to E) of companies moving towards a process-based organization, from a strictly functional model
to a stage essentially based on processes (the original article has not been used because it is written in
Spanish). Sentanin et al. (2008) use this model to identify the process maturity level of their case, a
Brazilian public research center that is placed in the second stage (B).



The second process maturity model is presented by Lockamy & McCormack (2004), describing the
stages from an ad hoc to an extended maturity level. The third model is based on empirical research at
the Swedish car company Volvo between 1994 and 2000 (Hertz et al. 2001). Hertz et al. (2001)
present a three-level model combining the orientation (production, cost, and network) with the
organizational focus (functional, project, and process).

Table 1 - Process maturity models.

Goncalves (2000)
in Sentanin et al. (2008, p. 485)

Lockamy & McCormack
(2004, p. 275)

Hertz et al. (2001, p. 138)

Stage A: No decisive steps towards
a process-based organization. Can
only perceive their
manufacturing/core process.

Ad hoc: Processes are unstructured
and ill defined. Organizational
structure is based on traditional
functions.

Production
orientation/Functional
organization: Focus on labor
productivity, delivery to stock, and
product quality.

Stage B: Identified processes and
sub-processes, but focuses on
functions. Started reducing
bottlenecks.

Defined: Basic processes are
defined and documented.
Organizational structure includes a
process aspect.

Stage C: Identified and improved
core processes. Functional
mentality with power in the
functional units. Might add
technology to core processes and
eliminate non-value-adding
activities.

Linked: Process management is
employed with a strategic intent.
Broad process structures are put in
place outside traditional functions.
(Breakthrough level)

Cost orientation/Project
organization: Focus on delivery
speed, TQM and process
reengineering.

Stage D: Distribution of resources
in core processes. Appointment of
process owner responsible for
managing each core process.
Traditional organizational
structure. Success in improving
isolated processes.

Integrated: Organizational
structure is based on processes;
traditional functions begin to
disappear. Process measures and
management systems are deeply
embedded in the organization.
Cooperation with suppliers and
customers on process level.

Stage E: Organizational structure
designed based on the logic of core
processes.

Extended: Multi-firm networks
with collaboration between legal
entities built on trust and mutual
dependency.

Network orientation/ Process
organization: Focus on speed and
precision, customer satisfaction and
network effectiveness.

The first two maturity models by Goncalves (2000) in Sentanin ef al. (2008) and Lockamy &
McCormack (2004) argue for a full transition from a traditional functional organization (Stage A or
Ad hoc) to an organization fully based on the processes (Stage E or Extended); see Figure 1 and the



transition all the way from Stage I — A strictly functional organizational structure — to Stage IIl — A
strictly process-based organizational structure.

I > > > D Iy > > >a»
m» IS > > D s3I > > D
WS> > > S>> Iy > > ra»

I- A strictly functional II - A matrix with both a process and III - A strictly process based
organizational structure a functional organizational structure organizational structure

Figure 1 - Three different organizational structures from a strictly functional organizational structure
(Stage I) to a matrix structure with both a process and a functional organization (Stage II), and finally a
strictly process-based organizational structure (Stage I1I).

Hertz et al. (2001) describe a conflicting, more moderate transformation, where a process management
structure is “matrixed onto” the existing organization, as in Stage Il — A matrix with both a process
and a functional organizational structure — of Figure 1. In the same line of reasoning, Ongaro (2004)
concludes that process management should not be seen as a question of all or nothing, but as a
continuum between better process-related knowhow of the employees to an organizational and
technological solution. Also supporting a more moderate line ares Kiing & Hagen (2007, p. 86), who
state that: “Process management does not entail the absence of traditional hierarchical relations [...]
Process management usually leads to a matrix framework”.

Hammer and Stanton (1999) argue that most companies overlay new processes on established
functional organizations, with possible negative consequences since the traditional organization — with
job definitions, performance measurement systems and managerial hierarchies — do not always support
the performance of processes. Hammer (2007) states that the horizontal processes pull people in one
direction, and the traditional vertical management system might pull them in another.

There is possibly a danger if working too hard on building a prominent process management structure
within an organization, a new hierarchical structure, going horizontally through the organization
instead of top-down, could be created. Silvestro and Westely (2002) present an analysis of functional
and process structures and conclude that both structures have both benefits and limitations.

A similar discourse can be seen in the area of roles and responsibilities. On the one side, Ongaro
(2004) argues that the process owner must have authority over process aims and staff resources. On
the other side, Hertz et al. (2001) identify process managers without formal authority. Hammer and
Stanton (1999) argue that the process owner has to be a permanent role and must have the
responsibility for and authority over; designing the process, measuring its performance, and training
the frontline workers.

From the case of a Brazilian research center, Sentanin ez al. (2008) present a reason for resistance to a
process organizational structure among managers, as they lose authority and power as well as their
financial losses caused by the reductions of hierarchical levels in the organization. The same line of
reasoning is presented by Hammer and Stanton (1999) who argue that it is usually senior functional
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executives who are the biggest opponents to process management because of their loss of autonomy
and power.

Another type of maturity model is presented by Hammer (2007) who describes the features of process
enablers and enterprise capabilities. The process enablers determine how well single processes are able
to function over time, and are presented as; design, performers, owner, infrastructure and metrics
(Hammer, 2007, p. 113). Organizations that are able to put the enablers in place are described to
possess enterprise capabilities, presented as; leadership, culture, expertise, and governance (Hammer,
2007, p. 113). Further, Hammer (2007) presents four levels of maturity within each enabler and
capability. In a earlier paper Hammer and Stanton (1999) presets the infrastructure of the process
enterprise to be; measurements, compensation, facilities, training and development, and career paths.

As presented above, there are several possible perspectives to be used when studying the
implementation of process management in organizations. The focus of this study, as stated earlier, is
the organizational structure, roles and responsibilities — corresponding to the enabler “owner” and the
capabilities of “leadership” and “governance” according to Hammer (2007).

2 Methodology

The purpose of this paper and study is to explore and describe the implementation of process
management in order to increase understanding among practitioners and researchers. A case study
approach is used, as it is an empirical inquiry that investigates a contemporary phenomenon within its
real-life context (Yin, 2003).

2.1 Purposeful selection

The selection and execution of the case studies were made in collaboration with a study examining
organizations using the SIQ Model for Performance Excellence as a tool for quality improvement
(Eriksson & Garvare, 2005). A multiple-case strategy was used to get a more extensive picture of how
the organizations have worked with process management.

Both managers and employees have been chosen as informants. The managers have foremost been
those responsible for the process management initiative. The employees have been selected based on
recommendation from the managers because it eases the sampling process, but with the awareness of
risk of bias. This is a kind of triangulation in social sciences described by Johannessen & Tufte (2003)
as looking at a phenomenon from different perspectives.

2.2 Data collection

The primary sources for data collection in these studies have been interviews and observations. This
choice was made on the basis of wanting to hear the “stories” of the organizations, and wanting to hear
these stories from different angles. Before each study, the organizations were contacted and agreed to
participate in the study. A date was set for the visit and the organization received information about
the areas that would be investigated. The interviews were prepared through tests of the questions with
colleagues. Case study protocols, stating what areas to investigate and questions to ask, were used to
ensure that the same procedures were followed at all the organizations. This strengthens the reliability
of the study, according to Yin (2003).

Semi-structured interviews were conducted with representatives from different hierarchical levels,
both managers responsible for the work with process management, and employees who had been
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involved in the work. The visits to the organizations were extended to one day, which gave time to
observe and understand the environment in the organizations.

In addition, Organization C has been closely examined over a period of two years following the
multiple-case study. For a period of three months in 2003 and between September 2004 and February
2006, I was partly positioned at the company, actively participating in the development of their
process management work through action research. This is important, as it enables access, collection,
analysis, and validation of empirical material.

2.3 Data analysis

When conducting data analysis, Yin (2003) suggests that there are two general strategies when
approaching the material: relying on theoretical propositions, and developing a case description. In
this paper, case descriptions were developed (see the next section) as a means of presenting the
material for the readers. The case descriptions are based on transcripts of the interviews and notes
from observations. Coding has been used in the text analysis, with codes that evolved during the work
(Miles & Huberman, 1994). The case descriptions have been analyzed using the frame of reference
presented in the earlier sections with results from previous, mainly empirically based, research. A
summary of the analysis is presented in Table 2.

3 Results — case descriptions

3.1 Organization A

Organization A is a logistic company owned by the organizations whose products they are
transporting. In 2003, the turnaround was almost 1700 million Euros and they had about 400
employees in Sweden. In 1994, the company was the first organization in their branch of trade that
received an ISO 9001 certification. At the time of the study, they had a market share approaching 50
per cent.

3.1.1 Incitements and Implementation

Already in 1994, the company started working with the criteria of the Swedish Quality Award, which
includes parts of process management. In 1996, a new CEO was hired who had previously been
working with process management in other organizations.

The new CEO was the catalyst [for process management], she brought the toolbox.
Process leader, Organization A

The reorganization that followed was initiated by declining sales and a new owner who demanded
improved results. The reorganization was carried out with the help of external consultants who worked
with the top management team, but who also held workshops with middle management and employees
on a team level. According to one of the process owners, the existence of slack in the organization has
been important since it provided openings for improvement work and learning.

3.1.2 Organizational structure

Since 1997, there had been a cross-functional process organization present in parallel with the old
functional organization. In the process organization the process owner was working with different
flows through the company, and the functional managers were responsible for budget and staff.



Process owner used to be a bit of an honorary title, with no large responsibilities, given to
those who worked in the process and was very engaged. These process owners did not have
that much power; the power still lay within the functional organization.

Process leader, Organization A

In 2000, top management at Organization A reached to the conclusion that it would be better to work
the opposite way, and a new reorganization was initiated. Two years later, this reorganization had led
to the following organizational structure: the head of the department is also the process owner,
responsible for staff, budgets and process performance. One of the interviewed said that: “it was new
titles, but no new people”. This gave the process owners more responsibility, with higher demand from
the top management. One positive factor mentioned with the reorganization was the clarification of
responsibilities.

The organization has given the responsibility to one person to avoid that work made on many
different, but parallel tracks, with different agendas. [...] You do not [have to] discuss who
should be doing what.

Process leader, Organization A

Under each process owner there are now team leaders responsible for the personnel, and process
leaders responsible for the development of the processes. The process leaders act as facilitators within
the department and the groups when working with improvement. There are, however, some
adjustments between the different departments that mainly depend on the size of the department.

To aid the process leader in the work with improvements, there are also process improvement teams
with employees from different parts of the department. These groups are given some theory
background and they become a forum for improvement. The members have been recruited to the
group through recommendation or by application.

There has to be someone who grabs hold of the ideas and makes them happen. Now we have
the process improvement groups which do that.
Member of a process improvement group, Organization A

3.1.3 Effects

According to the interviewed, the process orientation in Organization A had several effects on the
company. The strategic understanding of the business increased because of the process approach. One
of the employees described how before the change, one could blame someone else when things went
wrong, but how there was now a shared responsibility and also much stricter economic control. The
process orientation also increased the mutual understanding between co-workers of different
departments, and there was a desire to deepen that understanding by performing an internship at other
departments.

A majority of the employees found the work with process management to be a positive experience, but
the increased productivity control that followed was causing stress for some of the employees. It had
become easier to drive improvement when working in a process organization. However, according to
one of the process owners, it had also become more difficult to build commitment among employees.

One of the interviewed suspected that the organization might be losing some of the links across the
company when working with process management:



There can be a bit of sub-optimization of the staff. The different business areas keep their
own staff who can be working in parallel with someone at a different business area.
Process leader, Organization A

The reorganization towards process management led to few changes at the team and team leader levels
of the company:

This does not change our assignments. My group leader is still the same, and neither did nor
do we now see much of the management above him. [...] We do not notice that much
difference; it does not change our tasks.

Employee, Organization A

3.2 Organization B
Organization B is an energy producer owned by a larger European energy group. In 2003, the turnover
for the company was 200 million Euros and they had about 100 employees.

3.2.1 Incitement and implementation
The process orientation at Organization B started when one of the top managers attended a seminar
about process management and found it to be interesting.

We started working with process management because we wanted to develop the
organization, not because of [external] pressure or crisis.
Process owner, Organization B

In the middle of the 1990s, the company took on working with the Swedish Quality Award. In 1999, a
new CEO was appointed and the company went through a major reorganization. The implementation
of process management took place through seminars and workshops with all employees, assisted by
external consultants. The process owners and process leaders, who all came from the old organization,
attended courses in process management, leadership, and personal development.

3.2.2 Organizational structure

To start with there were process leaders appointed in the organization, but soon they were renamed
process owners. These persons were the old department managers who got new titles and became
responsible for the operations and performance of the processes of the company. New competence
owners were appointed, responsible for the personnel.

Some employees are working in three or four different processes with different process
owners. Therefore it is important that the competence leader takes the whole responsibility
for the individual.

Process owner, Organization B

After the reorganization the process owners categorize the competence they need for their processes
and demanded this competence from the competence owners.

At Organization B there were now again process leaders, which reported to the process owner and
were aided by improvement teams. The teams sometimes included representatives of the customers.
The position of a process leader was not defined within the organizational chart.

It is a bit difficult to find the relationship between the different positions. [...] The answer
about our organizational structure depends on who you ask in the organization.
Process owner, Organization B
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3.2.3 Effects
According to employee surveys, there has been an increase in well-being among the employees as a
result of the work with process management.

The work with process management could be a way to achieve commitment from everyone.
Process owner, Company B

The new organizational structure has allowed a more effective use of employees. The process
orientation has also given a better general picture. Both process owners and process leaders indicated
that it was hard work to make the new organizational structure work. One frustration was mentioned,
where some of the employees had wanted clearer commands about what to do.

There is no one telling you what to do when you get to work in the morning. [...] In the
beginning it was hard to know who to ask about what in the organization.
Process leader, Organization B

A downside discussed by both the process owner and the process leader is sick leave due to stress
caused by the larger responsibility put on each individual in the new organizational structure.

Working in an organization of process management demands a lot of the individual, to take
own initiatives. There is no one telling you what to do. [...] This way of working does not
suit all people.

Process leader, Organization B

The process leader argues that the number of sick leave days is clearly higher after the organizational
restructuring.

3.3 Organization C

Company C is a wholly owned subsidiary of a larger Swedish insurance organization. It has about 150
employees who serve 360 000 customers. The turnover in 2003 was about 90 million Euros and the
market share was about 60 per cent. In 1998, Organization C was the first insurance company in
Sweden to receive an ISO 9001 certification.

3.3.1 Incitements and implementation

In 1992, a new CEO was appointed at Company C. Three years later he set up a goal: the company
shall grow 25 per cent while saving 25 per cent on total costs. As a part of its strategy to reach this
goal, Company C started working with the Swedish Quality Award. As a result, process management
became a part of Organization C’s quality improvement efforts.

3.3.2 Organizational structure

At Organization C, a matrix model has been used when organizing for process management. Process
owners have been working full time improving the performance of the processes at the company.
These process owners have all been recruited from within the organization.

There have not been any exact calculations on the profile for being a process owner; there is
a slightly different focus in the different processes.
Former process owner, Organization C

The full-time arrangement for process owners was a later development. In the beginning, all process
owners worked part time with the process manager matters and part time with their old settings. The
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process owner then has a process developer at hand when working with specific problems. Later, this
role disappeared.

There have been some different turns on the way the organizational structure is presented at the time
of the study. Earlier, the process owners of the core processes had been working full time with the
processes, while the support process owners had been the old functional managers from the support
departments, which had only been working part time with the management of process performance. In
the fall of 2004, the five part-time support process owners were replaced by one full-time support
process owner for all the support processes.

Those of us who work in the matrix are in control of it. But it can be a challenge to explain
the structure for the employees. [...] The organizational structure, it depends on who you ask
what picture you will get.

Process owner, Organization C

In the other dimension of the matrix there were functional managers who had the responsibility of the
results and the employees. Team leaders, responsible for coaching the employees, were placed below
the functional managers.

A team leader is working in the operations with a perspective of a couple of months. My task
as a process owner is to have a more strategic picture. I am responsible for the system, not
the staff, and I have more of a development perspective.

Process owner, Organization C

The management at Organization C has tried to take the organizational restructuring one step further
and form mixed, autonomous teams. The idea has been to mix employees from different market areas,
and thereby have them work in the same way. However, this idea turned out to be difficult to realize,
and therefore the organizational structure went back to specialized teams. The employees had a need
to be placed close to those working in the same area to be able to efficiently transfer knowledge.

We were mixed teams with a combination between different competences. We did not
connect or work across the borders in those groups so now we are back in our specialized
teams. It is good because now my manager knows about the things that I do.

Employee, Organization C

3.3.3 Effects

Before the process orientation, the different market areas had been working in different ways. One of
the biggest gains of the work with process management was, according to the former process owner,
that a unified way of working at Organization C was developed, a way of working that was not
dependant on which market area was looked at. The standardization of work procedures has been an
important contributor to the cost savings achieved. The goal of 25 per cent growth with 25 per cent
reduction in cost was reached in 1999, four years after it was set.

Our work got more systematic, we documented what we were doing and structured it. It got
obvious all those not important things we where doing.
Former process owner, Organization C

One place where conflicts still occurred at the time of the study was in the matrix, where the process
owner is responsible for how the operations are run, and the functional manager is accountable for the
result. However, in Organization C, many people describe this as a dynamic which has been a positive
and contributing part of the success.
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Process management has made it clear what should be delivered to the customer. To produce
what the customer wants you have to calculate the activities and processes you need to
accomplish that. [...] Customer focus has got a deeper meaning. It got obvious that my
process delivered something directly to the customer.

Former process owner, Organization C

According to the interviewed, there was a risk in the new structure that some individuals could take on
too much responsibility, more than they had time for.

4 Analysis

The analysis has been guided by the purpose and research questions of the paper, by earlier empirical
results described in the introduction, and by the empirical material of the studied cases. The analysis
has been performed on an organizational level, not on the individual level. A summary of the cases,
using the initial questions posed in the introduction as variables, is shown in Table 2.

4.1 Changes on organizational structure, roles and responsibilities, and
the experienced results

All three organizations have chosen to implement some kind of matrix-organization, saving parts of

the old functional structure, and then adding new positions to a process overlay superimposed on this

structure. The organizations have chosen different paths when implementing the process overlay. All

three have used internal recruitment for the positions as process owners, but have given this position

different status and responsibilities.

The role of giving day-to-day support to staff has principally been kept by the team leaders or
competence leaders in Organization B. This role had seldom been affected by the reorganizations,
even though there had been changes of role names and titles. Daily support and direction were given to
the employees by their immediate superior, regardless of organizational type.

The different paths the companies have taken seem to have delivered different results. When, as was
the case in Organizations A and B, functional managers with a long history within the organization
enter the role as process owners, there is a risk that little really changes. On the other hand, there can
also be difficulties when appointing other persons as process owners, as was the case in Organization
C and also initially in Organization A. Inexperienced managers can have difficulties with legitimacy
and authority towards the more senior functional managers, leading to the status of the process
organization becoming lower that that of the functional organization. To try to prevent this, strong
support has to be given from the top management to the process owners so that they have the
knowledge and authority to stand up to the functional managers.

According to the process maturity model by Goncalves (2000) presented in Sentanin et al. (2008), all
three organizations studied meet the requirements of Stage C of having identified and improved their
core processes. Organization A and B could be categorized as having a functional mentality (Stage C),
where the old functional managers have been renamed process owners. Organization C has appointed
new process owners that exist in parallel to the functional organization, and can therefore be placed in
Stage D.
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The process maturity model of Lockamy and McCormack (2004) places all three organizations into
the third “Linked” stage, where process management is employed with strategic intent, and process
structures are put into place outside the traditional functions. None of the three organizations reaches
the higher levels of the first two process maturity models.

This could be interpreted as supporting the argument that process management is not all or nothing
(Ongaro, 2004), does not require the absence of a functional organization (Kiing and Hagen, 2007),
and that a process structure can be matrixed onto a functional structure (Hertz ez al., 2001). See Stage
Il in Figure 1.

Another supporting argument for the matrix structure can be found in Organization C when testing
mixed teams based only on the process structure, leaving the functional structure of the market areas.
It was difficult to develop the mixed teams because of the need to be placed closely with those
working with the same functional responsibility and specialty. This might be interpreted as an
indication of the need to keep a functional structure while, at the same time, adding a process structure
to the organization.

However, in all three studied organizations there seems to be a challenge to find a balance in the
matrix between the functional and process perspective. Organization B describes it as difficult to find
the relationships between different positions. Organization A has chosen a path where the complexity
is reduced when both perspectives of the process and the function is gathered in one position. Some of
the interviewed state that this has resulted in a clarification of responsibility, but also in a risk of staff
sub-optimization when the managers do not work closely together between departments.

Organization C describes the matrix as difficult, but also as contributing with a constructive dynamic.
In the beginning of implementing process management, one of the process owners loudly claimed the
difficulties as a process owner being responsible for the operations without having the responsibility or
authority over budget and staff. After two years he was one of the strongest promoters for the matrix
structure. He then argued that the discussions he was forced to have with the functional managers
(responsible for budget and staff) made them reach better decisions together than if one of the
perspectives (process or function) dominated.

This is in line with Hammer and Stanton (1999) who argue that the matrix structure separates the
control over work from the management of the people who perform the work. Further, they state that
this split of authority makes cooperation unavoidable. “Traditional styles of management, to sum up,
have no place in a process enterprise. Managers can’t command and control; they have to negotiate
and collaborate.” (Hammer & Stanton, 1999, p. 114)

5 Summary and conclusion

It seems that all three organizations have found ways to use process management not just as an
approach for improving single processes (movement A in Palmberg, 2009, and the process enablers in
Hammer, 2007), but also as a perspective for managing the whole organization (movement B in
Palmberg, 2009, and the enterprise capabilities in Hammer, 2007). The purpose of this paper is to
explore and describe the organizational implications of implementing process management. The
results will be summarized below.
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What was the purpose and what were the results of implementing process management? To
summarize, there seems to be almost as many purposes of implementing process management as there
are organizations attempting it. The results found in the three studied organizations cover:

increased understanding among employees of strategies and customer needs;
standardization of work procedures, enabling cost savings;

more effective use of employees;

sharper economic control; and

easier to drive improvement.

What are the effects experienced by individuals when implementing process management? People at
the organizations studied express an increase in well-being and that the employees find the work with
process management positive. But this is combined with a concern about the risk of stress caused by
increased individual responsibility among employees.

How is the ability to drive improvement affected when implementing process management? In all three
organizations, the process organizational structure, with process owners and process leaders as
facilitators and process improvement teams of employees driving change, has strengthened the
organizations’ capability to change and improve.

How are organizational structures, roles and responsibilities affected when implementing process
management? All three studied organizations have introduced a process management structure into
their functional organizational structure, including the introduction of new management positions such
as process owners and process leaders. The relationships between the process organization and the
functional organization differ between the three organizations, but all match Stage II in Figure 1.

6 Discussion and implications

There appears to be a conflict when the old functional and more hierarchical structure, where you are
told what to do, meets the new process organization, where the individual has a larger responsibility
for taking his or her own initiatives. The companies question it if it, for those who like to take on
challenges, presents too many opportunities. It is also reflected upon whether this way of working
does not suit everyone or if it is a question of the individual having the right support to handle the new
responsibility.

In the introduction of this paper, two different discourses were identified. On the one hand, a full
transformation from a functionally orientated organizational structure (Stage I in Figure 1) to a fully
process oriented organizational structure (Stage Il in Figure 1) is favored; on the other hand, a more
moderate transformation where a process management structure is “matrixed onto” the existing
organization is preferred (Stage II in Figure 1). The analysis of the three studied cases could be
interpreted as supporting the second line of reasoning, where the functional and process structures co-
exist in the organization, creating a constructive dynamic. The implication of this line of reasoning is
that complexity is created rather than reduced in the organizations to handle the need of several
parallel perspectives on the business. How to manage complexity instead of reducing it could be seen
as a challenge for the management of contemporary organizations.

This is in line with Silvestro and Westley (2002) who promote the matrix structure because of its
relative strengths of both the horizontal and vertical structure. But, they also highlight the risk that the
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matrix structure becomes complex and unwieldy. They suggest that viewing the organization as a
network of activities may be more realistic than the matrix.

The contribution of this article is two folded. First, the empirical descriptions and analysis of the three
organizations that have implemented process management. This contributes to the knowledge and
understanding among both practitioners and researchers. Second is the identified need for the co-
existence of a process and functional perspective, and the implication that complexity is created rather
than reduced in the organizations.

The implication for practitioners could be interpreted as instead of trying to control the functional and
process structure separately, the challenge is to collaborate and negotiate between the functional and
process perspective. To put it in another way: the solution is not functional or process management,
but functional and process management. It could be suggested that this calls for improved
management approaches within areas such as leadership and culture. For example, Organization C
gather all their managers, one day a month, to discuss current issues together, with the objective to
unite and align managers from different perspectives. This is an example of creating an arena for
negotiation and collaboration. See further descriptions of approaches from Organization C in
Palmberg and Garvare (2006).

The implication for researchers could be the indication of a need to further explore the issues of
managing complexity, as a suggestion in relation to the knowledge of complex adaptive systems. A
suggestion for future research is to further explore the relationship between the functional and
organizational perspective, and structure in organizations working with process management, both
empirically and theoretically. A suggestion is to use the framework of Hammer (2007) to further
investigate empirical cases. Possibly with an interactive research approach where the researcher work
with the management team of the organization under study, including process owners, and coaches the
organization to increase their process management maturity according to the framework, while
simultaneously exploring their process management initiative.
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Abstract

Purpose — The purpose of this paper is to describe how Agria Animal Insurance Sweden (Agria) has
organised its quality-related work through a sustained and systematic focus on basic elements of
quality management such as value focused leadership, employee involvement, process management
and control, customer focus, and continuous improvement.

Design/methodology/approach — The study has been based on interviews, document studies and
action research. It is a single case study design with limited intentions of generalisation.

Findings — The analysis shows that the top management at Agria has been a strong driving force
that has effectively united leaders at all levels as agents of change. Additional success factors have
been the deployment of basic values, the “five always”, and the value focused leadership. Further on
the company has succeeded in creating a cultural basis and structures for systematic work with
improvements.

Practical implications — A way to address corporate culture in order to open up for a climate of
micro improvements of practice within present routines is illustrated in this paper.

Originality/value — Agria could be considered an example for others to study and get inspired by
when working with quality-related issues.
Keywords Quality management, Quality awards, Organizational culture, Insurance companies, Sweden

Paper type Case study

Introduction

In December 2003 Agria became the first company ever to receive the Swedish Quality
Award twice. This noticeable success was the result of a change process that begun
about ten years ago. Why has Agria succeeded in implementing a total quality
management (TQM) programme that has been sustainable for such a long period of
time? This question was the starting point of a research project that commenced in
2002 and is still in progress. The purpose of this paper is to describe how Agria has
organised its work for quality management.

Concepts, such as TQM, process management and self-assessment, have been the
subject of discussion among management academics for several years. There have
been many reports of a positive relationship between the adoption of TQM and
improved performance of organisations, see, for instance, Easton and Jarrel (1998),
Hendricks and Singhal (1997) and Reed et al. (2000). However, despite the enthusiasm
for TQM among organisations, the efforts of implementation have often faced
unexpected problems. Many organisations have tried to implement these
methodologies, but not all have succeeded, see, for instance, Dale ef al (1997),
Edwards and Sohal (2003), Garvare (2002) and Haupt and Whiteman (2004).



According to Edwards and Sohal (2003), one of the criteria for the success of TQM
programmes is the sustainability over time. Implementing TQM means a long-term
commitment and a considerable investment of resources. A lasting positive outcome of
such an investment should be of the highest importance to any organisation.

As stated by Eriksson (2004) a common proxy for a successful implementation of
TQM is the reception of a quality award. Several case study findings indicate that if the
goal is to get lasting results, it is not sufficient to participate in a quality award process
only once. Instead one should participate in the process several times, with enough
time in between the applications in order to complete as many as possible of the
improvement projects resulting from the evaluations (Eriksson and Garvare, 2005).
The fact that Agria has received the Swedish Quality Award twice led us to believe
that a study of this organisation could indicate some factors that are characteristic of
successful TQM programmes, and hence be of general interest.

Research methodology

In 1999 Agria received the Swedish Quality Award for the first time. This was the
reason for the researchers’ awareness of the quality-related activities, which had taken
place in the company, and also the origin of the first contact. The research question of
interest in this project is why Agria has been able to successfully implement a TQM
programme that has been sustainable over such a long period of time. There are
several possible research strategies plausible for answering this question, such as, for
instance, literature reviews, face-to-face interviews and mail surveys with
questionnaires. Yin (2002) argues that the choice of research strategy should be
based on the type of research question posed, the control an investigator has over the
events, and the degree of focus on contemporary as opposed to historical events.

In this study the degree of control has been negligible. The purpose was to describe
both contemporary and historical events, and the research question is “why” a certain
implementation has worked so well. Therefore, the methodology employed for this
study has been mainly qualitative, with semi-structured interviews, see Merriam
(1994), and direct observations as primary tools for data collection. Over a period of
two years, the researchers have visited the company several times and have conducted
interviews with both managers and other employees. The focus of these interviews has
been to get a deeper understanding of how the mechanisms behind the quality-related
issues function in the organisation. The interviews were documented using tape
recordings and notes made during the discussions. To gain further insights, relevant
internal and external company documents and reports, such as annual reports,
descriptions of the company on the basis of the criteria for the Swedish Quality Award,
and feedback reports from the award process, have also been investigated.

For three months in 2003 one of the authors was positioned at Agria, carrying out
the study in the form of action research; see, for example, Stinger (1999) for a
description of this methodology. In this part of the study she participated actively in
the improvement efforts performed at the company. This was important as it enabled
collection, analysis and validation of empirical material in a cyclic and iterative
manner. She also got the opportunity, in the fall of 2004, to take part in the training that
is provided to all new employees at the company.

The data collected has been analysed repetitively in discussions in the research
group, by looking for patterns in the material and by iterative testing of tentative
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Figure 1.
Agria’s process map

hypotheses. The presentation of the case study has been structured according to a set
of management principles used in the analysis of the data material: customer focus,
value focused leadership, employee involvement, process management and control and
continuous improvement.

Company description

Agria is a wholly owned subsidiary of the Swedish insurance company
Lansforsdkringar AB and has specialised in the provision of animal and crop
insurance. Lansforsdkringar AB and its subsidiaries are jointly owned by 24 mutual
companies. Agria has about 130 employees, who together serve about 360,000
customers. The premium incomes for 2003 were about €77 million and the market
share was about 62 per cent of the total market in the animal and crop insurance
segment in Sweden.

Agria is divided into three business areas: small pets, horses and agriculture. In
addition to these areas Agria also has a process organisation (see Figure 1). The core
processes of Agria are: sales, underwriting and claim handling. They are supported by
a number of business support processes, such as: market support, human resource,
economy, information technology and organisational improvement. The purpose of the
strategic processes (business analyses, business development and business planning)

—

Customer
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demands,
needs and
Market support

expectations customer
Economy

==

Organisational
improvement
Note: The strategic processes at the top and the business support processes
at the bottom give direction and support to the business processes, which are
shown in the row in between

Source: Agria (2004)
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1s to ensure the company’s future development and results. The stated mission of the
company is to “use expertise and commitment in order to develop and sell security for
animals and people”.

In 1998, Agria became the first Swedish insurance company to receive an ISO 9001
certification. The same year Agria participated in the Swedish Quality Award for the
first time, and one year later the award was received. Some of the milestones in Agria’s
work with quality are:

* 1995: The criteria of the Swedish Quality Award are studied by the CEO and
presented to the top management group.

+ 1996 Agria starts working with projects on process orientation and
implementation of structures for continuous improvement.

« 1997: Agria’s satisfied customer index is launched.

+ 1998: ISO 9001 certification and first application for the Swedish Quality Award.
* 1999: Receives the Swedish Quality Award.

+ 2000: Upgrades to ISO 9001:2000. ISO 14001 certification.

+ 2001: A new, process based, organisational structure is introduced.

» 2002: Certified to Investor in People.

* 2003: Receives, as the first organisation, the Swedish Quality Award for the
second time.

Quality management principles at Agria
According to the CEO a main reason, for him, to start the work on systematic quality
improvement was curiosity. He points out that the company did not begin working
with the criteria of the Swedish Quality Award because of external pressure, but
because of an ambition among the top management group to improve productivity in
operations and reduce operating costs per business item. In the mid-1990s they were
looking for some kind of instrument that could help to strengthen and improve the
whole organisation. Agria was looking for a new strategy of administration and came
to the conclusion that this strategy should not only be about information technology
but also about new ways to develop work procedures. They wanted to strengthen their
improvement efforts and their ability to adjust to changing conditions.

At this time the CEO started reading the criteria of the Swedish Quality Award.
They seemed to be able to fulfil the wish of something that could structure the wanted
change of the company. The CEO says:

In order not to scare the other people in the management I selected only smaller parts of
all the criteria of the Swedish Quality Award to begin with.

With the criteria of the Swedish Quality Award they started with the questions
regarding business process management. Along with the work with the processes the
focus on customers followed naturally, as the processes had their origin in customer
demands. After a short period of time the project was enlarged to include all criteria of
the award.
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Customer focus
Agria has been recruiting on the basis of a recruitment policy involving that employees
at the company should be animal owners. With a few exceptions everyone at Agria is,
or has been, an animal owner. Several of the employees have a history of competing
with their animals, or owning farms. This has ensured that many of the employees
have an active interest in animals and also have extensive knowledge of animal care.
Agria has developed several policies and guidelines. One of them is the quality
policy:

Our customers are the ones who determine the quality of our work — everyone at Agria has
customers. Our associates are the ones who create satisfied customers. Our aim of continued
improvement is what increases our competitiveness.

The quality policy has had strong implications for day-to-day operations at Agria. One
of the employees described, for example, a situation where she had a system crash on
her computer. At the same time there was some problem with the CEO’s computer.
Since the employee was in a position where she had a more direct customer contact her
problems were prioritised by the computer support team.

Through cooperation with its customers Agria has actively strived to investigate
their operations and to create products that are adapted to animal owners’ demands
and needs. Some of the tools used are:

« Agria’s satisfied customer index. Ten times a year Agria’s customer service
centre calls 450 customers to examine and investigate their views on Agria’s
operations. The result is presented to the employees as an index in internal
newsletters and at monthly breakfast meetings.

» Customer suggestion system and customer complaints. A collection of complaints,
opinions and suggestions are gathered in a database. Through this database the
organisation is able to learn from mistakes and receives input to improve its
operations.

* Representatives in Agria’s board. Three out of 12 members of the board are
representatives of animal owner organisations and one member is a
representative of the veterinarians, Agria’s most important group of suppliers.
This, together with the use of product committees and a claims appeal
committee, promotes close co-operation with animal organisations and the
veterinarian society.

Value focused leadership

During the interviews the representatives of Agria’s top management often expressed
an ambition to spread certain values in the organisation. All new employees take part
in five days of training, the “Agria school”, concerning Agria’s operations and values.
It is spread over a month of time and is a complement to the training of each employee’s
own tasks. The new employees meet managers of the different business areas to learn
about critical success factors in each area. In order to reach an understanding of
process flows through Agria they also meet all the process owners. One and a half days
are set aside for discussions of communication and also a day about the quality and
environmental work at Agria. The training is followed up by regular developmental
conversations each year. The competence level is determined on a four-graded scale,
and if there is a discrepancy with the goals established, measures are taken to raise the



competence level of the employee. The training of the new employees is centred on the
quality policy and Agria’s five basic values, “Agria’s five always”, that are repeated in
different assignments:

(1) Always make a little extra effort — to exceed customers’ expectations.

2) Always see possibilities — to help us succeed.

3) Always improve skills — to work preventatively at all times.

4) Always act professionally — to help us attain long-term profitability.

5) Always show respect and trust — to help us create a good working climate.

= = =
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These basic values are supposed to facilitate work and increase the opportunities of
attaining set goals. A business controller, who was responsible for the process
connected to the Swedish Quality Award 2003 at Agria said:

The only things you need to know at Agria are the five always, the quality policy and the
ladder of initiatives [described below], no rules. If you don’t live up to the basic values then
you are not considered for the salary audit and if you do something seriously in opposition to
the values it can even be reason for notice of dismissal.

The basic values and the quality policy have been developed in the same way as many
other things at Agria. The top management group creates a suggestion, which is
presented to the employees at a breakfast meeting, a division conference or at the
yearly company convention. The employees are encouraged to give feedback to the
suggestion, which is then improved before implementation or establishment.

One example of how the values have been integrated in the training is in the “health
game”, which has been developed by employees at Agria to improve the awareness of
health issues among the employees. The game is a set of different scenarios, where the
participants have to take a stand. Each of these, in a group of five, gets a value to
observe and then the group is appointed to bring out three different outcomes of the
scenario: one outcome being full of initiative, one neutral, and one passive outcome.
This puts the employees in a situation where they have to take a stand in questions
about, for example, sick-leave, stress, customer demands and balance between family
and work — all with the basic values in mind.

The health game is supported by the “ladder of initiatives” (see Figure 2), another
tool for value deployment. It consists of seven grades, starting with “you as a victim of
the circumstances” and ending at the top where “you just go”. Being at the top you take
initiatives on your own and do not ask the management or co-workers about how to

Just move ahead - See the problem — act — do not inform

Start to solve — ask sometimes = See the problem — act — inform — ask sometimes
Start to solve — ask afterwards - See the problem — act — inform — ask afterwards
Suggest & See the problem — see possibilities — take no action before approval

Ask > See the problem — orientate around the problem — would like someone else to
take over the problem

Wait - See the problem — take no action — do not bother
1 Complain = See the problem — see no possibilities — point to shortcomings.

Source: Agria (2004)
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Figure 2.
Agria’s seven grades on
the “ladder of initiatives”
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solve your problems. The ladder is a development from a three grade scale: being full
of initiatives, neutral, or passive. The ladder of initiatives is used in the regular
conversations of personal development to discuss the employee’s degree of
involvement, where the employee is at present and where he or she would want to
be in the future. Then a plan of actions is developed, with activities such as project
participation or further education. The ladder of initiatives is also a part of daily
discussions among employees. “Today I was low on the ladder; I didn’t have the energy
to take care of this or that”, was, for example, heard from one of the employees during a
coffee break.

All managers in Agria are supposed to spend 25 per cent of their time on
improvement work, 25 per cent as specialists and 50 per cent as coaches. When
working with improvement their mission is to create an understanding and willingness
for change in the organisation. Managers range from team leaders, with responsibility
for about ten employees, via process managers and business area managers to the
CEO. One of the ways used to unite managers of the organisation has been Agria’s
program for leadership development. One day per month all managers of the company
get together and listen to speakers and work with cases. As a result, the managers have
been able to send a uniform message to the organisation. To be unified as leaders was
considered important by the CEO, especially since all people at Agria operate in an
open office landscape. In this environment individual behaviour becomes visible and it
gets very important as a manager to practise as he/she preaches, and also for all
managers to preach the same message. The way the office has been designed helps to
give each employee an overview of the company and to understand the relationships
between different parts of Agria. It also encourages knowledge transfer and
co-operation between disciplines and upholds flexibility as people are switching desks
from day to day, even the CEO. The majority of the workplaces are placed in groups of
desks in the office landscape, but there are also silent workplaces that can be used
when needed.

Employee involvement

At Agria the employees are named associates. The top management group of the
company has often highlighted the important role the employees have played in the
organisation’s striving for success. According to the CEO:

Satisfied associates lead to satisfied customers.

On this basis, the managers at Agria have worked with creating commitment and
involvement from the employees. As a part of this work Agria has used the standards
of Investors in People. This is a standard of working with commitment to ensure that
everyone in the company develops, feels involved and understands the goals of the
organisation. Three times a year a questionnaire is sent to all employees to further
investigate how they feel about their work, the environment and the leadership at
Agria. The results of this questionnaire are presented as an index of employee
satisfaction.

An integral part of Agria’s work with involving the employees is the business
planning process (see illustration from Agria in Figure 3). A foundation for this process
is the balanced scorecard, with customer, associate, process and economy as
perspectives. The business planning is a one-year process. In the first year strategies,



I Stated mission I

| Vision |

Over view
Planning of | of strategic
operations | documents

Balanced Scorecard

| Strategic goals | Result goals | Strategic
frames on planning
| Result goals | department

| Action plans |

| Individual goals |

Source: Agria (2004)

goals and action plans are developed. Feedback from the business excellence model
process works as an input to the business planning process. The following year
consists of realisation, follow-up, analyses of the results and, when needed, adjustment
of action plans, parallel with a new planning process.

Long- and short-term goals for the company are established with involvement of all
employees. The monthly breakfast meetings are an important place for discussions. It
is also one of the occasions when the follow-up of the results takes place. The top
management group develops a suggestion for strategic goals for the next period. These
goals are then presented at a breakfast meeting, and during the second part of the
meeting the employees split into multidisciplinary teams to discuss and develop the
goals. The groups present their results on posters, which are displayed at the
workplace. These posters are shown for a week and everyone is encouraged to give his
or her opinion of the proposals. Opinions are given by putting a green mark for a
positive reaction and a red mark for a negative reaction. Then the posters go back to
the top management group for consideration and decisions.

As a part of the business planning process, everyone at Agria gets involved in
breaking down the yearly result goals to process, department and individual levels.
The goals become a basis for Agria’s target-related bonus system, which can yield up
to ten per cent of annual income. Targets are set on a company level, a department level
and on an individual level (see Figure 4). The bonus system is thought to be a way of
creating incentives to work in the desired behaviour and direction. One of the
employees said:

The goals on the company level feel distant but the individual goals are easier, they are
mostly production targets based on how you did last year and then you are expected to
improve.

One way for the employees to take initiatives is to make suggestions to Agria Online
Ideas. Agria’s suggestion system has been developed to store ideas in a database.
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Figure 3.
The business planning
process at Agria
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Figure 4.

Agria’s target related
bonus system, the levels
where the goals are set

Figure 5.

Statistics of Agria online
ideas — Agria’s suggestion
system

Everyone is able to submit, monitor and send feedback on these suggestions. In the
beginning, to encourage use of the system, goals were set in the bonus system for each
employee to hand in at least a specified minimum of suggestions. At the time of the
case study improvement suggestions had become a natural part of the daily work (see
statistics in Figure 5). One employee stated:

If someone has an idea, it is natural to tell him or her to “make a suggestion” and everybody is
aware of that.

Suggestions span from preventive and developing to corrective actions.

Process management and control

According to one of the senior managers Agria has been working consciously with “the
flow from customer demand to a satisfied customer” since 1995. In 2000 Agria did the
first rework of the organisational chart towards a matrix-organisation. In 2002 a
second reorganisation was made, resulting in the organisational structure that was
present during the time of the study. The processes map of this organisation is found in
Figure 1. A former process owner, now in another position, describes how the process
orientation supported customer orientation:

Individual level (30%)

Department level (40%)

Company level (30%)

/ \3asic goals

Source: Agria (2004)

1,200 60%

1,000 + + 50%

800 + T 40%
600 30% === Number of ideas
° —e— Per cent realised

400 + T 20%

200 + + 10%

1998 1999 2000 2001 2002 2003
Source: Agria (2004)



It got clearer how my process delivered something directly to the customer. Another new
thing is how the process spans over the whole company, with an evident flow through the
departments.

All of the processes at Agria have process owners assigned to them, accountable for
the performance of their process and for evaluating, developing and improving the
process continuously on the basis of customer demands, needs and expectations. The
business process owners do not take part in the daily operations, nor do they have
responsibility for financial results or staff. All of the process owners report to the
process management group, which consists of the process owners and the CEO. The
process management group is responsible for giving priority of goals, resources and
measures of congruence. To ensure that all employees really understand the
process-based organisation, a part of the training of new employees is set aside to meet
the process owners.

Parallel to the process organisation there is a traditional functional organisation
present, with business area managers responsible for financial results. The business
area managers are aided by team leaders with responsibility for the staff. One business
process owner described the responsibility in this way:

The process begins at a customer need and continues to the veterinarian, I am responsible for
that part. Then the matter comes in to Agria and the functional organisation has the
responsibility but I am still responsible for the whole. As a process owner I have many
interest groups to take into account. To be successful we cannot only work with the issues
inside our office, our customers are outside the building.

He went on to describe how the employees look at the process orientation:

It depends on whom you ask about the organisation. From some people you get the functional
organisational chart and from others the process map. But it is in the relation between the
functional and the process organisation that the dynamics occurs that gives the company lots
of energy. But if you cannot separate the two parts of the matrix, the process orientation will
probably die out.

He stated that it is the culture and the basic values that make the relation work and
help to avoid conflicts. Another important part of the process orientation, according to
the process owner, is that everyone takes part in the business planning process and
agrees on common goals for the organisation.

The goals are set and the results are measured through balanced scorecards and
collected in an in-house developed data warehouse. Since 1998 Agria has been certified
according to ISO 9001 and, since 2000, Agria also has been certified according to ISO
14001. The management system is looked upon as creating order among the processes.

Continuous improvement
To improve the company’s operations Agria has used the criteria of the Swedish
Quality Award (The Swedish Institute for Quality, 2004), a tool for customer orientated
operational development, to evaluate its operations on a yearly basis since 1998, see
result levels in Figure 6. As an output from the award process Agria each year receives
a feedback report (The Swedish Institute for Quality, 1998, 1999, 2002, 2003) that gives
input to the business planning process.

By continuously working with the criteria of the Swedish Quality Award, and the
phases surrounding it, the employees are included in the work with TQM. Employees
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Figure 6.

Agria’s achieved levels in
the Swedish Quality
Award over time, from
feedback reports
(1998-1999 and 2002-2003)

7
6 —
5 S
- -
41 £ £ -
g a @ 5
24 gl gl 8 & |2 |g
> Y 8 = E [ 8 s
"1Ee £ |3 |§ & & |3 |3
0 (7] (7] < & £ £ < &
1996 1997 1998 1999 2000 2001 2002 2003

Note: Each year the evaluation results in a final grade on a seven graded scale,
see SIQ (2004) for further details. The different ways in which Agria has been
working are also written in the diagram. The surveys in 1996 and 1997 were
“light-versions” of the instrument, developed by a consultant. In 2000 and 2001
Agria used consultants to evaluate the company and to receive feedback

work in project teams when creating the description of the company on the basis of the
criteria. Anybody can be a part of these “writing teams” and the participants shift each
year. One illustration of how the importance of the employees has been highlighted can
be found at the times when Agria received the Swedish Quality Award. The
celebrations included everyone at the company. In 1999 Agria was the first award
receiving company to make arrangements to broadcast the award ceremony of the
Swedish Quality Award, performed by His Majesty the King of Sweden, directly to the
office making it possible for all employees to take part in the celebrations.

In Figure 7 an overview of Agria’s different methodologies and tools is presented.

Daily operations. Results are measured as a part of daily operations. By evaluating
the results it is possible to discover if a process meets preset standards, or to find
trends that indicate that a change is needed.

Strategic processes. To be able to evaluate the results of the operations goals are
regularly set up for comparison. This is done in the strategic processes, primarily in the
business planning process, where the frames of the company are set and where the
priorities of improvement projects are developed. The arrows from the strategic
processes in Figure 7 represent directions given to other parts of the company.

Input to improvement. To be able to work with improvement of processes there has
to be some kind of input of needs. One input could be an inconsistency or negative
trend in the operations. At Agria input to improvement also comes from a number of
other sources: the feedback report from the process of the Swedish Quality Award each
year, audits of the ISO 9001 and ISO 14001 management system, employee
suggestions, customer feedback, benchmarking and input from suppliers. The
suggestion system has been developed as a means of distributing ideas and inputs
further on to the different improvement and development processes.

Development and improvement. To be successful in competitive environments,
companies must work continuously on improving their processes to meet the
ever-changing conditions. This work may consist of either big and extensive changes
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or small ones in day-to-day operations. The matrix in the upper left corner of Figure 7
describes different kinds of improvement going on at Agria (Horn, 2003):

« Continuous improvement. If, on the basis of present routines and existing
products, someone makes a change, it could be considered a continuous
improvement. Something is done within existing frames, but in a new, and
hopefully better, way.

» Technological innovation. Technological innovation is when making an
improvement in the process but still with the same product or service as the
output of the process. The purpose is to satisfy a known need with a new method.
It is often a major change that requires budget and resources in the form of
competence and a project team.

* Market innovation. Creating new products or services that can be delivered by
the existing processes, in order to satisfy new customer needs, is called market
innovation (in the matrix) or product development (in the figure). At Agria it is
primarily in the product committees that the development of new products and
services takes place, in close cooperation with customers and suppliers.

* Business development. Finding new areas that require new routines is called
business development. The division Agria International is an example of this,
working with spreading the way Agria operates on a franchise basis to insurance
companies in other countries.

The different types of improvement of operations and processes, number 1 and 2 in
Figure 7, are debated further in the conclusions and discussion.
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different methodologies
and tools
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Case analysis
In a literature review by Edwards and Sohal (2003) some of the key issues concerning
the implementation of TQM programmes are presented:

» education and training of employees and not letting production demands
undermine the benefits of training;

+ employee participation and positive view of the impact of TQM; and

* the role of middle management in conveying messages to lower levels of the
organisation.

The extensive training in the “Agria-School” of all new employees has ensured that
everyone working at Agria is aware of, and understands, the basic values and
principles of the organisation. The health game is another way of training, where
employees, being away from their normal day-to-day operations, get time for reflection.

The top management of the company have been continuously working to include
everyone in the quality-related work. At the monthly breakfast meetings all employees
are encouraged to participate in the strategic development of the company. At Agria
we found it to be widely believed that by involving employees and other interested
parties in a relatively slow decision process the implementation period could be
shortened.

By including the whole organisation in the work with TQM through the criteria of
the Swedish Quality Award, through the business planning process and through other
methodologies and tools described in the case study the top management group at
Agria has been able to create strong driving forces for change.

The monthly meetings in Agria’s program for leadership development bring
managers together to discuss the messages that should be conveyed to lower levels of
the organisation. By including all managers; team leaders, process owners, business
area managers and top managers, in the same group and working with the same issues
concerning leadership, there are no formal leaders left out at Agria to criticise the work
of “those upstairs”. Instead managers at all levels have become agents of change.

In a longitudinal study of five large Australian organisations van der Wiele and
Brown (2002) found a number of factors that had an impact on the development of
quality management within these organisations. Some of these factors were found at
Agria as:

* The role of top management. The charismatic and enthusiastic CEO could be
described as a strong driving force and has effectively united the management
team as agents of change. Another success factor connected to the role of top
management is the deployment of the basic values, the “five always”, at Agria.
The role of the top management has been significant in the early stages of TQM
implementation. As described by one of the top managers, “If the CEO had left
after the award of 1999, I'm not sure if the work would have continued like it has.
But if he would leave now the work would probably keep on going.” The role of
the top management has shifted, and now there are structures like the
Agria-school or the business planning process that probably would sustain the
values and methodologies after a change of CEO.

* The driving force belind the quality management implementation over a long
term. A primary driving force behind the implementation of TQM at Agria has



been the persistent will of the CEO and several others in the organisation not to
become satisfied but to continuously strive to improve with new initiatives of
change. According to the interviews, external pressure to implement TQM has
been negligible.

The phases connected to the Swedish Quality Award have been used as a framework
to direct and review the quality management implementation process. Audits and
assessments due to the ISO 9000 and ISO 14 000 certifications have also given inputs to
the improvement work at the company.

van der Wiele and Brown (2002) conclude that every organisation “needs to discover
and work out for themselves how to apply the core principles behind such concepts in
ways which are meaningful to their business operations.” That is probably one of the
most important explanations to why Agria has succeeded so well. Methodologies and
tools have been selected by their end users on the basis of their opinion of what was
needed, and have also been adjusted to fit the operations of the company.

On the basis of a study of three Slovene companies, Ambroz (2004) concludes that
corporate culture and self-image play important roles when implementing TQM.
Through their value-focused leadership the managers at Agria have effectively
changed the norms and basic values of the organisation. The corporate culture has also
been affected by the recruitment policy of the company, which has favoured applicants
with a strong interest in animals and animal care.

The self-image of the company has been strengthened by the largely positive
response that has been received from customers in the Agria satisfied customer index.
Of course the two quality awards have also had great impact on the self-image.
Employees at all levels have been acknowledged for the success of the company.
Improvements are described not as a result of work made by a few, but as a result of all
efforts made by everyone in the organisation.

Conclusions and discussion

In conclusion, it seems clear that nearly all of the managers at Agria have succeeded in
focusing their leadership on values and visions rather than rules and regulations. The
basic values, the “five always”, are more than just words, they truly characterise
operations at the company. The study has focused attention on joint leadership as an
explanation to this achievement. Through the program for leadership development
leaders at all levels have been able to give a collective, united message and to
demonstrate the importance of the basic values. At Agria most leaders harbour the
belief that having everybody involved is a key to success. This became evident in, for
example, the business planning process with a high degree of involvement by
employees at all levels of the company.

It is not uncommon for companies to have close cooperation with their customers or
with the groups representing them. What could be more unusual are the extent, as well
as the systematic way, in which, for example, the customer surveys of the Agria
satisfied customer index are being made. But our contention is that the foremost factor
contributing to the deep-rooted customer focus at Agria has been the recruitment
policy, which strengthens the employees’ commitment to the stated mission of the
company, to “use expertise and commitment in order to develop and sell security for
animals and people.” The fact that all employees can easily put themselves in the
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Figure 8.
Levels of change and
operations improvement

position of the customer having an animal in need of care has probably been the
greatest contributory aspect of Agria’s customer focus.

Process management is a tool in the work with continuous improvement at Agria.
One of the process owners said:

The process orientation gives the opportunity to discover bottlenecks in the operations and
them to improve and develop the processes. It is also a help when prioritising among
measures and of course it highlights the customer needs.

Top management at Agria has succeeded in building trust and dynamics between the
process organisation and the functional organisation, something that is probably as
difficult as it is important.

At Agria goals are set and measured through the use of balanced scorecards.
Measurements have become a natural part of the job and the employees that are
working directly with customers are measured daily and individually by the number of
customer cases handled. In addition to this a great number of production
measurements are used. On the other hand, it was not always clear to the
interviewees how these measurements have been selected to manage the operations
leading towards the stated mission. Therefore, this should be an important area to look
further into for the company.

During the action research part of the study we found that Agria has been working
with operations improvement on three different levels (see Figure 8). The levels of
improvement differ in extent and degree of systematisation and in degrees of how
mature the organisation has been in its work with quality-related issues.

The third level, which could be found in many companies today, is process
development — a discontinuous and often project-based approach with groups
assigned to specific improvement tasks. It consists of knowledge of, and systems for,
how to run larger development projects. This is the most extensive improvement level,
where the problem to be solved requires a major work effort. At Agria a project team is
appointed by the process management group and a budget and time plan is developed.

CALIBRATION AND CONTINUOUS PROCESS
OPTIMISATION IMPROVEMENT DEVELOPMENT
OO > g
Tuning according to process descriptions — Check with business plan Check with business plan
calibration Responsible: Process Responsible: Process
Responsible: Process owner owner management group
Carried out by: Team leader Carried out by: Concerned Carried out by: Project leader
A part of daily work. Transfer of knowledge No extra resources Project budget, time plan etc.
Finding and Find new ways Process
spreading within a process reengineering
best practise

Source: From Palmberg (2004)



In order to harmonise improvements with the goals of the company, goals of each
process development project are set based on the general business plan.

The middle level of this model is continuous improvement — to find new ways on
the basis of new ideas or indications of shifting trends in process performance. This is
a structured way of working, with tools such as the wheel of improvement (Plan — Do
— Study — Act (PDSA), see Deming, 1993), and can often be found in organisations
working consciously with TQM. To improve continuously within the existing process
map is an expected part of daily work for process owners at Agria. Employees that are
affected by changes often assist the process owner in finding new solutions, or even
become responsible for the change themselves. To ensure that improvements made are
in line with the general goals of the company a comparison is made between the goals
of the individual improvements and the goals set in the business plan.

The first level has been called calibration and optimisation. Work of operations
improvement at the first level is supposed to ensure that routines and process
descriptions are followed as intended, that micro improvements of practice are made
within present routines, and that best practise is developed and spread across the
entire workplace. Team leaders are responsible for upholding a climate, where ideas
are shared among employees and where everyone relentlessly looks for possibilities of
improvement by questioning present ways of working. When something comes up that
implies a change of routines, it gets formalised as continuous improvement and is
transferred to the middle level of the model. If structural changes are needed, a project
of process development is initiated (the third level of the model).

The approaches needed are dependant on which type of situation that is present.
Therefore it should be important to be aware of the differences between the levels of
operations improvement. Organisations should be able to gain from developing
knowledge and methodologies regarding the different levels of improvement. It may be
argued that it could be fruitful to start with continuous improvement, the middle level,
to find ways to handle creativity and improvement suggestions in the daily work of
developing the operations. Further on, when facing larger improvement needs, there is
a demand for a more comprehensive approach, the third level. In the case of Agria a
five-step model with checkpoints for how to operate projects was developed. Having
dealt with these two levels of change and improvement the company could proceed
with working on the first level, calibration and optimisation. This first level is possibly
the one with the highest requirements on employee involvement and corporate culture.
When looking at continuous improvement and process development, Agria is in the
frontline. Therefore, it is probably at the level of calibration and optimisation that the
company has the highest potential of development.

It is significant that Agria has succeeded in deploying a number of basic
quality-related values that leaven through the organisation. On the basis of these
values the company has been able to develop and implement methodologies and tools
that maintain to strive for improvement. Every organisation needs to find
methodologies and tools that support its values when working at different levels of
change. If an organisation can manage to combine values of continuous improvement,
process management and customer focus with methodologies and tools that support
these values, sustained quality management should be in reach.
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Abstract

Purpose — Process management has been around for a long time, but unlike that of many other
management trends, the interest in process management has remained high. The starting point for the
study was the idea that the lack of well-established conceptual models and definitions of process
management play a role in the challenge and difficulty facing organizations when trying to manage
their processes on a strategic level. The purpose of the study was to explore whether there really are
some existing widespread and common models and definitions for process management in the
literature? The aim of this paper is to describe and explore the findings from the study.
Design/methodology/approach — A structured literature review is used to identify contemporary
models and definitions for process management.

Findings — There are several descriptions and definitions of process management presented in the
literature, but none that seems to be really widespread and well-established. However, the analysis
indicate two different movements: process management for single process improvement; and process
management for system management. The results from the literature review are summarized in an
aggregated model of existing descriptions of process management. The varying purposes of working
with process management demonstrate a diverse need for both movements. Still, the focus of a
majority of the identified tools and approaches for process management is to contribute to the more
mechanistic movement, the first, of systematically improving single processes.

Originality/value — The paper provides a literature review, the identification of two different
movements within process management and presents an aggregated model of existing descriptions of
process management. Implications of the findings on process management in organizations are
discussed and further research suggested.

Keywords Literature, Organizations, Process management, Quality concepts
Paper type Research paper

Introduction
Process management has been around for a long time, but unlike that of many other
management trends, the interest in process management has remained high
(Hellstrom, 2006). There is an ongoing discussion among both practitioners and
scholars about how to best manage the value creating flows of activities that run
through all organizations.

Numerous process definitions have been proposed through the years, most of them
fairly similar. Still, there many disparate views among practitioners regarding the

An earlier version of the article was accepted for and presented at the 11th International QMOD
Conference 2008 with the title “In search of well-established models and definitions for process
management”.
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Figure 1.

Model summarizing the
result and analysis of the
literature review of
descriptions of process
management

concept of processes and process management (Armistead ef al,, 1999; Belmiro ef al,
2000; Isaksson, 2006). Further, when it comes to managing the processes on a system
level, process management, the notions and definitions used varies widely (Garvin,
1995; Armistead and Machin, 1997; Pritchard and Armistead, 1999; Ljungberg, 2002;
Biazzo and Bernardi, 2003; Hellstrom and Eriksson, 2007). In addition, the approaches
and tools suggested for process management varies both in the literature and in
practice and give few clear-cut directions on how to deploy process management
(Hellstrom and Eriksson, 2007).

In parallel, many organizational quality practitioners seem to have grown
frustrated about the senior managers’ lack of attention on process management. On the
other hand, many senior managers still appear to be quite confused regarding why and
how to use process management on a strategic, system level (Palmberg, 2005).

The starting point for the study was the idea that the lack of well-established
conceptual models and definitions of process management play a role in the challenge
and difficulty facing organizations when trying to manage their processes on a
strategic level. The purpose of the study was to explore whether there really are some
existing widespread and common models and definitions for process management in
the literature?

The purpose of this paper is to describe and explore the findings from the study.
The findings (descriptions of process management) are structured, analyzed and
presented. The results are summarized in an aggregated model, Figure 1, of existing

Process A horizontal sequence of activities that
definition transforms an input (need) to an output (result)
to meet the needs of customers or stakeholders

Process Strategic, Operational, Supportive
categorizations Process—Sub-process—Activity—Task
Process o Process owner
roles * Process team members

* Remove barriers

« Control and improve the processes
Purpose of « Improve quality of products and services
process « Identify opp. for use of technology

* Improve collective learning
management o Align with strategic objectives

« Improve organizational effectiveness

« Improve business performance
Definition (A) A structured systematic approach (B) A holistic manner to manage all aspects of
of process to analyze and continually the business and a valuable perspective in
management improve the process determining organizational effectiveness

1. Process selection "
Approaches 2. Process description and mapping : E;ggg:: sirscirl;lltitecture
for process 3. Organizing for quality tori Y i
management 4. Process measurements N :V'°”'t°""9 meChaR'S".‘S
5. Process improvements * Improvement mechanisms
* Process mapping
Tools for e Process measurement
process e Process re-engineering or re-design
management * Models for continuous improvement
o Instrument for benchmarking




descriptions of process management. Implications of the findings on process
management in organizations are discussed and further research suggested.

Method

A structured literature review is used to identify contemporary models and definitions
for process management. The phrase “process management” is commonly used in
several fields of research (Armistead et al, 1999). Searching all fields on any
combination of the phrase made 2,747 hits on Emerald, 2099 on EBSCO and 2,276 in
Compendex. Based on the number of hits and on convenience Emerald was chosen as
the source for the further literature search (see Figure 2).

The search was narrowed down to the exact phrase of process management in
keywords or title. This resulted in 223 hits which were sorted on relevance and the
work of reading titles and abstracts began. In total, 59 articles were found to be
interesting for further review.

A follow-up analysis was performed to examine the content of the articles out of
scope. The first 50 articles that were reviewed on title and abstract were examined. The
analysis showed that the 27 articles which were found to be out of scope covered:
manufacturing and production (13), IT/computer science (4) and in the area of interest
for the review, but not in scope for the purpose of the study (10) (see Table I).

The studied articles have been published fairly evenly over the period 1993-2007,
see Figure 3. This is in line with Hellstrom (2006) who concludes that the number of
published articles on process management in the management journals has been fairly
constant since the 1980s.

Total number of

articles covered
in research report,
Selection  (Palmberg, 2008)
Process management after reading
. LG ) full articles
without limitations Selection after
Process management reading title
as key word in exact ~ and abstract
phrase
Articles sorted on relevance Article 1 to 50 Article 51 to 223 Total no. of articles
Interesting for further review 23 36 59
Out of scope, of which: 27 137 164
Manufacturing and production 13
IT/computer science 4

Right field, but out of scope 10

Exploring
process
management

205

Figure 2.

The number of articles
included in the study
during different phases

Table 1.

Number of articles found
in Emerald on exact
phrase “process
management” in title and
keyword, sorted on
relevance
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Figure 3.

Distribution of articles
over time in selection after
reading title and abstract
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After reading the full articles the selection was narrowed down to 41 items. Additional
articles were also identified through references during the reading. In total the review
covers 77 full articles, see research report by Palmberg (2008) and Figure 2.

In order to enable a structure for categorization of the found material three areas of
interest were selected based on the purpose of the review:

(1) process definitions, categorizations and roles;
(2) definitions of process management; and

Year of publication

(3) approaches and tools for process management.

The text was marked and named with headlines. All quotes were gathered in a
research report, using the areas of interest as headlines; see Palmberg (2008).

The analysis has been based on the assembled marks from the articles. When
approaching the identified areas of interest a list of second level labels, hypothesis to be
analyzed, was iteratively developed, containing questions and areas for analysis such
as:

» Area of interest. Process definitions.

» Second level labels. Input and output, Interrelated activities, Cross-functional,
Purpose, Repeatability and Use of resources.

In the area of definitions of process management the RADAR[1] logic from the EFQM
excellence model (EFQM, 2003) was used as an inspiration to categorize the material:

» Area of interest. Definitions of process management.

» Second level labels. What is process management? What is the purpose, the result
(R) to be achieved by using process management? What are the approaches (A)
within process management? How process management is deployed (D) — with
the use of what tools?

The hypotheses were based on a pre-understanding of both the literature and
experience from working with processes management in organizations.



Results and analysis
The material in the research report was further analyzed and formulated into the
following sections.

Process definitions, categorizations and roles

Almost all of the studied authors define “process” in their own words. There seems to
be no single definition standing out to be the most broadly spread or most widely used.
The differences found between the identified definitions have been reduced to six
components that can be seen in a majority of the definitions:

@

@

®)

®)
(©)

Input and output. Articles that, except t