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Firms compete on delivered value

Delivered value of a process = 
benefit driven by customer value – total process cost
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Alignment and the Process View

competitive
strategy

process
structure & mgt

operations
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Strategic Trade-offs, Efficient Frontier, Inhibitors

• Waste – The consumption of inputs and resources that 
do not add value to the customer.

• Variability – Predictable or unpredictable changes in 
the demand or the supply process. 

• Inflexibility – The inability to adjust to either changes in 
the supply process or changes in customer demand.



Process Analysis and Improvement

December 5, 2024 Professor Grant 6

Process Flow Diagram and Little’s Law

Little’s Law

Inventory = Flow rate * Flow time 
I = R * T 

Inventory = I
Flow Rate = R
Flow Time = T

Process Flow Diagram
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Process Analysis and Bottlenecks

Bottleneck – Resource with 
the lowest capacity in a 
process. Understanding the 
location of the bottleneck is 
critical for improving a 
process. 
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Process Improvement

Strategies to improve:
• Off-load the bottleneck
• Balance the line
Pros and Cons of Specialization
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Multiple Flows



Process Analysis and Improvement

December 5, 2024 Professor Grant 10

Introduction to Queuing
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Forecasting
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Introduction to Inventory

Raw material Work-in-process (WIP) Finished goods 
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EOQ Model – constant demand with non-perishable inventory
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Newsvendor Model
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ROP for Frequent Orders

Safety stock = z*σ*√L

 ROP = D*L + z*σ*√L
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Lean Operations and Toyota Production System
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Statistical Process Control and Six-sigma
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