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sing business tools is one path process time, getting more out of plant and
to better management of re- equipment, and slashing operating costs.
search and development (R&D) Consider specialty chemical manufac-
projects and portfolios. Several turer Rohm and Haas Co., which in 1996
such tools are presented here — aggregateeported $4 billion in sales, $400 million
planning, quality function deployment, in after-tax profits, and R&D budgets of
and process redesign (through activity about $200 million annuallyfl). Rohm
based management or business procesand Haas divides its activities three ways:
reengineering), technology integration, by line of business (four categories), by
control via stages and gates, and supplyproduct type (ten categories), and by ex-
chain development and management. pected economic return, or profitability,
These are only a few of the many mod- for shareholders (three categories). The
els, methodologies, and techniques avail-company calls the latter three categories
able. They may be familiar and even in use growth, profitability, and value businesses.
in some organizations. But, wider use as In 1996, the growth category contribut-
described here will pay off by improving ed 30% of sales and was expected to ex-
the performance of development efforts.  pand in sales and profits. About half of the
R&D budget supported this category. The
Can you “manage™ profitability category (55% of sales) was
development? the second-largest group. Profitability
The answer to this question is likely to products (also known elsewhere as “cash
be “it depends.” It depends on each com-cows”) earned an adequate return on the
pany’s circumstances: How mature are itsinvestment, but growth was not expected.
product lines? How fast is technology, The value category (15% of sales) earned
both product and process, changing? Howbelow-par earnings and cash flow. Presum-
big is the budget for product development? ably, management will squeeze these lines
What is that budget’s relationship to cash for better returns. (In fact, some of these
flow from existing products? Is develop- businesses have been divested.) Table 1
ment discretionary, or does competition shows the businesses in each category.
mandate it? How does the organization These splits raise issues about allocat-
treat its developers? How hard are they toing and managing scarce development dol-
recruit and retain? No two companies will lars. Can a single process for managing
answer these questions the same way. R&D fit all these businesses? They use
However, improving the management different technologies, serve different mar-
of development processes is an opportuni-kets, and vary in their financial objectives.
ty in most companies. The opportunity What impact will these differences have
may be fattening top-line sales with new on product and process development?
products and increased market share. Or, itHow can a company be sure it is getting
may mean bottom-line boosts from cutting full value for its development investments?
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PROCESS DEVELOPMENT

Line of Business

Growth (Earnings growth of 15%)

Table 1. Rohm and Haas’ business categories.

Economic Return and Goals

Profitability (Maintain return on assets of 13%)

Value (Increase profits and cash flow)

Polymers, Resins,  Formulation Chemicals

and Monomers

Performance Electronics Chemicals
Chemicals Biocides

Plastics

Agricultural Agricultural Chemicals
Chemicals

Should lav-profit, maure husinesses

be denied delopment funds?

Not takling these issues leads to

frustrtion, paticulady when deel-
opment pojects un on with little
sign of commaerial success. EBntu

ally, a ciisis in the lisiness hastens

needed bang. For example IBM,

faced with delining sales and stéc
value slashed R&D bdgets ty $1
billion, ending maw projects and a-

focusing poduct deelopment dbrts.
At risk is the unseen lossofin long-
term explorations of nev technology

(2). But, in the near ten, IBM’s mar

ket \valudion benefied from the bcus
on results.

After several yeass of cost-educ
ing “reengneeing,” there is enaved
interest in inceasing sales and nkait
shae. This has poduced a fiod of
tools, models,and tetiniques to im
prove derelopment pocesses.They
focus on educing lead-timegrespond
ing to customer needand making a
difference in the income dtment.
Most tools adress one or merof the
following shotcomings:

e Informal piocess defiitions. The
functions ve call R&D hae evolved in
maure companies. év firms hae
scuutinized design pcesses as thor
oughly as thg hase easieto-measus

processessudh as those in the plant or

in the accounting gmtment. Respon
sibility for successful miet intoduc
tion is fuzzy falling under the pwiew
of multiple functionsWha's good for
one line of bisiness ma not fit the
needs of othet

e Slow processesWith product

Polymers and Resins
Monomers

Plastics Additives

life g/cles shorening in most indus
tries, the ajile prosper athe &pense
of the slugish. Fast poduct deelop-
ment, including deployment, equals
mairket success.

» Portfolios tha are out of con
trol. There ae too mag projects
with no measwes br efectiveness
and eficieng). Pemiciousl, good
projects &ll by the wayside as the
bad ones ghble up esouces.

This aticle desadbes sgeral recent
ly developed lisiness tools thadress
one or moe of these shtwomings.
Tedhnical mangers often lile tools be-
cause the put into pactice vha com
mon sense dictes. Butladk of avare-
ness inhibits their widespad useAnd
without the ight tool to guide their
thinking, companies undathieve.

The project model

By its ndure, product deelop
ment consists of diseet pojects.
The simple poject model in Kyure 1
can be adated to the mamgement of
development.

This development model diérs
from thd implicit in mary companies.
First, it incorporates the notion tha
commecialization is inteyral to devel-
opment. In may organizdions, the

RohMax
(petroleum chemicals)

lon Exchange

AtoHaas Americas
(acrylic sheets)

development pocess stops taengd-

neeing’s door For both nev products
and pocessessommecialization will

require the talents of oitiple depatt-

ments angdprobably, outsides.

The model intudes etemal and
intemal customer needs. Inted cus
tomess, in patticular, are uses of nav
process telenolagy.

Finally, the definition of tednolagy
is expanded It incdudes the coren
tional view tha development pojects
advance the sta of the arin a tetini-
cal discipline But, it also indudes the
nontetinical innwations tha are
needed suc as supplier gaebilities
and dannels toeat the maket.

What tools should you use?

If every problem were a nail,all
we would need is a hammeBut, the
right tool deoends on the task.

The evised model in Kure 2
shaws the lisiness tools desbed in
this aticle. The thee arows @ove
the eecution ba representgrowth,
profitability, andvalue as the equire-
ments br different poduct goups or
businesses. Man companies mak
this distinction, although thg may
use slighy different teminology.

The emainder of the #cle explains

m Figure 1.
Project model ér

managing the
development
process.

Appropriate
Controls

Effective Successful

A Good
Start

Execution Commercialization
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how various husiness tools can beg-a
plied to the margement of a fim’s de
velopment dbrts. An example tells the
story of Ann McNally, the dief tedr+
nology officer (CTO) of a fctitious
compar, Turbo Chemicalswho has
been baiged with tuning apund a de
velopment aganizdion.

Aggregate planning

Aggregate planning(3) is a \alu-
able procedue tha manaers can use
to select the'best” projects br the
R&D portfolio. It involves the éllow-
ing stes:

1. Define and fassify pojects.
The fllowing caegories hae been
proposed(3): enhancements taist-
ing products, next-geneetion pro-
jects, radical beakthoughs,reseath
and adanced deelopment,and al
liance or panered pojects.

2. Define esouces and ycle
times Dr representdve piojects in
ead cdegory.

3. Identify available resouces.
Technical staf is often the limiting
resouce

4. Compute cpacity utilizgion.

5. Using stetegic goals, estdlish
the desied mix by project type

6. Estimae the mmber of pojects
of ead type to pusue

7. Decide vhich projects to do.

At Turbo Chemicals... Ann Mc-
Nally is the nev CTO of Turbo
Chemicals. Her job is to mage both
product and prcess deslopment po-

Number Staff

Table 2. Turbo Chemicals’ current development projects.

jects to impove Turbo’s bottom line
Turbo has strggled lgely. Downsiz
ing and cost cutting la been fed.
But, added pofits from cost educ
tions ae had to come k. The Boad
of Directos wants esults fom pod
uct and pocess deeclopment, plus
better etums onTurbo’s 100-peson
development stdf And McNally is
supposed to pduce them.

When she took \@r the joh Mc-
Nally asled for a listing of @aproved
development pojects in pogress.An
avid reader of margement books,
she oganized the pojects using the
aggregate planning pocedue, as
shavn in the fist thee columns of
Table 2.

Derivatives are extensions of cur
rent poducts. Thee ae 15 basic
products,and 20 pproved pojects to
modify their frmulations, chang
their pa&aging, or malke minor
changs to their mamfactuing pro-

| Figure 2.
Using kusiness
tools to manae

Stages and Gates

the development
process.

Appropriate
Controls

Growth
Profitability
_—

Aggregate Planning

Quality Function
Deployment (QFD)

Value
A Good Effective Successful
Start Execution Commercialization

Technology Integration

Process Redesign Supply Chains

Quality Function
Deployment (QFD)

Project Type Approved Required  Growth Profits Value
Derivatives 20 40 4 6 10
Platform 3 25 1 1 1
Breakthroughs 10 62 B 4 B
Research 2 7 1 1 0
Partnered 0 0 0 0 0
Total 35 - 9 12 24
Staff Required - 134 38 49 47

cessesPlatform projects epresent the
next genestion of curent poducts or
processesThey’ll lead to “new and
improved” versions of poducts or
major investments in plant or equip
ment.Breakthoughsare tuly innova
tive pioducts ivolving nev technolo
gies. Reseath includes eforts to dis
cover nav technolagy. Partnered pro-
jects (of vhich thee ae none athis
time) ae coopegtive eforts with cus
tomess or supplies.

The stafing numbes were deived
from pioject histoies for the last éw
yeas. Based on thevarage staf re-
quirements ér ead type of poject and
the duetion of the pojects (intuding
only engneeing time not gproval or
implementéon time), the baklog and
staf requitements \ere calculdéed

The need dr 134 stdf stood out
clealy — paticulaly because the
department ony has 100 people

The imbalance is aesult of the
way mangement @proves pojects,
without regard to «isting baklog.
Management vould gprove ary idea,
big or small,tha had meit. “We're
bogging dowvn! The baklog is gow-
ing, and we're not completing an
thing — & least not aything well
McNally realizzd

She conluded tha the poblem is
twofold. Frst, the rumber of pojects
must be educed because it is not
possilke to adl staf and thee ae too
mary projects br the curent staf. In
addition, more piojects will be com
ing along and the dpatment will
need to espond Secondthe eficien
cy of the staff must be impoved be
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cause the mpjects seem to be taking

longer than one wuld epect.

To takle the frst pat of the pob-
lem, McNally classifed Turbo’s
product lines k their gowth and
profit potential and assignedgpects
to the g@propriate poduct céegories,
as shwn by the last thee columns
(growth, profits, and \alue) in Table
2. This revealed thathere were moe
people veorking on lov-contibution
(value c#éegory) products than on
growth products.

McNally decides td'dump” some

projects — to put them on hold or

eliminate them all tgether To pick
the pojects,she concenétes on one
of the bxes.The Deivatives céego-
ry for Value poducts equires 20% of
the staf (20 people),so she decides
to stat ther.

Quality function deployment

Quality  funciton  dployment
(QFD) is a stuctured discipline ér
translding requirements into mduct
or process specifgions. For exam
ple, Ford uses QFD to énslde cus
tomer desies br a car door into de
sign specifiaions (4).

Design teamstiid QFD paticular-
ly useful.A pitfall in mary develop
ment eforts is lak of undestanding
of the need a pduct is to fil. In
large oganizaions, the designer ma
not hae this knwledge. Even if
comnunicdions ae thee, it is often
difficult to get team member from
several disciplines to commomicae
effectvely. QFD encpsuldes in a
single souce all assumptionsegard-
ing consumer mferences,compett
tive assessmenénd the conibution
of product eaures to the customer
requirements.

A design team used QFifthe
design of an auxiligr pover unit
(APU) for aircraft produced and
came up with an intesting esult
immedidely. The APU is a turbine
engne thd stats the main eriges
and povides electical paver and
ventilaion when the main enges
aren’t running Going into the deel-
opment poject, the design teamof

Rank

cused on the airaft huilder, the

buyer of theAPU, as the customer
However, the design eally had to
sdisfy two customes: the aicraft

builder and the aline user Seach-

ing out the needs of the kire uses

caused the team to nmkseeral

changes to the design.

QFD can also contiute to agre-
gate planning It will identify miss
ing projects or pojects thamale lit-
tle contibution to stetegic objec
tives.A retum to the &ample illus
trates this point.

At Turbo... McNally had ead
about QFD as a toobf designing ne
products,and she decided to gutat to
review the ten pojects in theValue
caegory. These poducts vere “past
their pime” in the poduct life g/cle.
So, strategically, Derivative piojects
would need to impmve piofits.

She deeloped the QFD ntex in
Table 3 for ranking the pojects.The

ten piojects ae acoss the top and the

evaludion ciiteria ae davn the side
The weightings of the dteria ae in

the second column; because cast r

duction is the highest jrity for

Value poducts, it has the geaest

weight. Eab project is assigned
points br ead ciiterion (hee, the

9-3-1 scale common in QFD agsis

is used),and these aradied to gt a
total scoe for eat project.

The pojects \aied gedly in
tems of their conibutions to the
business — mjects 3,4, 5, and 7
were lage contibutors, projects 9
and 10 vere maginal, and the est
provided little value

Other poject/poduct combina
tions would require different citeria
and weights. This illustrates, howev-
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Table 3. QFD matrix for Turbo Chemicals’
projects in the Value category.

Criterion Weight, % 1 2 B
Cost Reduction 50 9
Lead Time 25 1 3

Quality 25 1 1
Total Points 100 50 75 475

er, how QFD can cast light on the
compastive value of pojects.

Process redesign

Activity  based  margement
(ABM) and lusiness pcess eeng-
neeing (BPR) ae tems curently ap-
plied to the edesign of bsiness -
cessesABM had its pots in actiity-
based costing systemshich shifted
the focus of ldgeting and fancial
reporting from depatments to po-
cesses. BPR is a nerecent incana
tion and calls dr “radical” restuctur
ing of processes to elimina lead
time and vaste | believe tha, when it
comes to prcess edesign,ther’s
nothing nev, but the luzzwords adl
topicality and the illusion thathere
is. Often,this stinulates neededper
haps bel@ed action.

While mary companies hae over-
hauled maaofactuing processes,
most haen't yet takled deelop
ment. In fct, the design pnciples
are the samgb). Oppotunity lies in
fashioning pocesses to tfibusiness
needs. A one-siz-fits-all piocess
means commmises. The esultant
design von’'t meet the needs of wn
single poduct goup well.

A product potfolio like Rohm and
Haas' has werapping tetinolagies,
markets,and gals.The design of de
velopment pipelines or funnels
should eflect these dikrences. It
doesnt mean thez has to be a design
for ead of the ten pvduct lines or
the four lines of lisiness or the the
retum caegories. But,there might be
three or bur designs,representing
different types of deslopment po-
jects. Pojects might be degorized
based on the <z of the poject,



strategic value product or pocess,
time needed to pduce everue or
technolagy involved

Based on mviously completed
reengneeing projects,analysts hae
drawn several condusions egarding
best pactices in pocess edesign.
These pnciples g@ply well to prod
uct development:

Be agressve in defiing piocess
boundares. Cover nultiple functions.
In the case of delopment,include
commecialization in the maketplace
or implementdon in the plants. Es
tablish cross-functional marmgement
and design teams to nmekthe
changes.

Focused bsinesses do betieand
so do the deelopment actiities tha
suppot them. A development po-
cess estalished pbr the comenience
of cental endgneeing will be slaw
to adat to maket changes. The de
sign of the deelopment pocess
should eflect maket needs. Set up
processes aund those needs. QFD
will help.

Flow, density and \elocity ae
good metics for process measer
ment. The consulting fim Ingersoll
Engneers uses these meassrto gal-
uae manfactuing cell design(6).
Cells ae dustess of different kinds of
madines put tgether to speed ovk-
flow. Multiple-technolagy cells can do
the same thingor development.

These meases adpt well to the
development evironment.Flow mea

sures the ptn of work through the
process. Too maty hand-ofs adl
time, increase the liglihood of eror,
and educe accountdlity. Density
refers to the plisical spacedr pro-
duction. With too nuch space ail-
able, work in process imentory builds
up. The analg in deselopment is too
mary projects in the pipelinetaonce
\elocity measues the elaionship be
tween the wrk time and the lock
time it tales to complete a pject. A
velocity of 0.5 means it took tw
hours of dock time to do one hour of
work. Most mamfactuing processes
measue \elocities belas 0.05. (\és,
tha’s 5% of gcle time spent actuall
adding walue) In all probability, most
development pojects ae tha low or
lower.

New cost accounting impwes
visibility. Traditional cost account
ing in marufactuing relies on a di
rect lebor base and allotans of
overhead which often indudes de
velopment. Without actvity costs
for manufactuing processesjudg-
ing project success omflure is dif
ficult. Activity costs also help in se
lecting the best mjects br cutting
those costs.

Cross-functional teams impre
processes and inease emplgee s&
isfaction. As descibed laer, integra-
tion, rather than mastgrof specifc
technolagies, is increasingy impor-
tant to deelopment succesdeams
help atieve this intgration, and thg

should intude all the aganizdions
touched ly a pocess.This indudes
supplies as vell as custome.

Process edesign stas with esth-
lishing the “as-is; which descibes
how the ppcess opetes.The ana}-
sis should also inede an galudion
of how well the pocess wrks.

At Turbo... Next, Ann decided to
turn her @ention to the lead timeer
quired for projects,reasoning thaif
she could sheéen lead timesTurbo
could gt to maket faster and mge
sase manpwer. So, she considexd
Turbo’s piocess and ganizdion for
development pojects (Fgure 3).

Engneeing dgpatments hae a lot
of autonony. Poject ludgets ae huilt
by asking tebnical d@atment man
agers for resouce estimges.When one
depatment completes its partha’s
passed along to the xtedepatment.
The CTO reviews the pojects peindi-
cally. Marketing Finance and Mam-
factuing suppar the ppject upon e
quest of the Erigeeing depatment
working on the poject d tha time.

When the poject is doneMarket-
ing, Finance and Mamfactuing will
review the poject and pepare the im
plementéion plan.This can be quite
time-consuming if the jpject is com
plex, paticulady for those pojects
requiing new facilities or distibution
channels.

A project can hee one of mapn
sponsos. Spons@ indude Maket-
ing, Manufactuing, Engneeing, or

Engineering Departments
Perform Work

Budgets Set by

Projects
Proposed by
Sponsors

Engineering and Others

Manufacturing Reviews
Project, Provides

Input, and Begins
Implementation

Project

Project Reviewed
and Approved

W

Project
Final Approval

Marketing Reviews
Project, Provides

Input,and Begins
Implementation

The "Maze"

®m Figure 3.Turbo Chemicals curent development pocess.
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colporate eecutves. Maderal ven
dors and manfactuing equipment
supplies povide ideas.The CTO’s
office receves the ideas. dfms ae
sent to the erigeeing degpatments
for estimging costs,while the spon
sor identifes the bend§.

When a poject is @proved it is
released to therfit tedinical dgpar-
ment; along the ay it may go
through one or mar other tebnical
depatments. When complete Fi-
nance eviews the poject. If funding
is available for implementtion, the
CTO gets necessgrauthoization a
second time and sends theject to
Marketing or Mamfactuing for im-
plementéion, depending on the type
of project. This phase is knon as
“the maz since its had to knav
how a pioject is doing or \Wer it is
in the pocess.

The front-end and baesend po-
cesses atl six to 18 months to the
project duetion. For example a
Delivative pioject aerages five
months in Enmeeing. But, it could
take arywhere from a yar to tvo
yeass to complete

The most successful ggects hae
strong sponsor supporAll sponsos
have “pet” projects,so the’ll lobby
had for resouces and xpedite the
project though the telenical deairt-
ments. (his is one eason the V-
month duation in Engneeiing is just
an aerage.) Ther’s wide \aration
from pioject to poject.

As she ponded this,McNally be
came gen moe cowinced tha major
changs were in oder So,she listed
the poblem aeas and the pis she
sav (Table 4). She wasnt sue eact
ly wha to do,but she vas flustrted
with the curent system andead to
chang.

Technology integration

lansiti and West also ayue fr
fundamental lsanges in deelopment
project mangement(7). Technolagy
knowledge has poliferated, they say,
and adancements in neswly de
fined specialties arreadiy accessi
ble to all competites. The adantaye

How It Works Now (As-1s)

Sponsors are the main drivers
behind the projects.

The CTO screens all projects.

The technical departments set
the budgets in isolation.

It's hard to track a project
once it starts through the
the development process.

The reviews don’t seem to
add any value.

Manufacturing and Marketing
aren'’t involved early enough.

All projects, great and small,
follow the same process.

will go to those Wo can boose fom
the tetinology options &ailable and
integrate them effectively.

They cite as anxample the S
semiconductor industr where sue
cess achoosing and ingrating ted-
nologies into nev plants has helped
American companies egain leader
ship. These companies hadgted

because theused an obsolete model

of tednolagy integration. In tha
model, isolaed poject teams 5m
development or maufactuing would
decide vha tednolggies to pusue
Usually they had ony narow per
spectves on pieces of the gject.
The lak of broad pespectves led to
poor decisions.

A new model placeseasponsibility
for development on a lmadly skilled
integration team. It pobéebly includes
supplies, other companiesand e-
seach institutions. After making
technolagy choices,integration teams
work with developes to male the
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Table 4. Problems with Turbo Chemicals’
current development process.

Why I'm Concerned

Sponsors may not understand company strategy;
they may act, unintentionally, in the interests of their
own areas at the expense of the company.

The CTO may not have a broad enough perspective.
The CTO may favor technology projects at the
expense of some less-technical projects that make
good business sense.

They may not understand the purpose of the project.
There’s no “design to cost.”
They may pad their estimates to boost budgets.

We can’t commit to schedules.

We don't know whether we’re keeping our commitments.
People are too free to work on any project they like.
There’s no coordination among technical departments.
The CTO can'’t hold anyone responsible for the
successful completion of the project.

They aren't timely enough to allow corrective action
to be taken.

The project will take on a “life of its own” during
design and will not fill the original need used to justify it.

Some projects require less procedure; some may
require more. The net effect is that projects take too
long and the system grinds to a halt.

new tednolagy a reality. Helping the
process is the @acity to &peliment
extensvely with the nev technolagy.

Stages and gates

Appropriate contols male sue
projects ae on tadk. The use of
“stages and gtes” increases margg-
ment visibility oser piogress (or lak
thereof) in deelopment pojects.
This gproad is desdbed in(8).

This mangement tool ecanizes
tha ead development poject will like-
ly have a diferent pace of mgress.
Two similar pojects staing & the
same time will not fiish taether
However, they will follow similar pahs
— for example investigtions,develop-
ment, testing and implement#on.
Completion of pedetemined deler
ables document pgress along tha
pah. At eath gate, manaers rview
these delierables and decide if the @r
ject can poceed to the ne stage.

This gproach males inceasing



sense as the comglgy or number of
projects inceases. Margers of
growth products,in paticular, should
find this tool #ractive, since gowth
projects \ary widely in their need dr
customer inputuser sweys, and in
temal adjustments to pabilities and
cgpacity. Staje/gpte poject mange-
ment ecanizes this.

Supply chains

In the world of products,traditional
functional thinking is tying way to a
nenv view, chamacteized ly the tem
“supply chain! This vien recaynizes
tha no single function or compgn
stands in isol@on. The links betwen
the pimary producey its supplies, the
distiibution systemand the end useiis
|
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a single bain.Weakness of gnone link
wealens the \wole dain. Intgrating
these components atigthens thehain
and leads to competié adiantages.

Chemical pocess indusies (CPI)
companies sell into oitiple chains
rangng from other mauafactuers to
wholesales and end user BASF
maintains in its aeettising tha “We
dont malke the poducts; ve male
them bettet BASF is an impdant
pat of the suppl chain for its cus
tomess’ products.

Companies lie Rohm and Haas
serve multiple suppy chains. They
will need to undestand the needs of
eat and espond ppropriately to all
of them. Two recent dicles (9, 10)
guide our undetanding of the g
namics of suppl chain mangement.

Porter (9) assets tha companies
need to mak decisions feout hav
they compete For example they may
compete as lw-cost poduces €0,
Hyundai in the automobile miaat)
or, at the other gtreme as high-pice,
exclusive poviders (9., Rolls
Royce).They suppot their dhoices ly
setting up linked actvities — a sup
ply chain. (For instance one would
expect the Hyundai skhaoom to

have fewer amenities than the Rolls

Royce shavroom.) These linled ae
tivities ae a barer to competitos,
because ingrating mary actvities is
much more difficult than coping
one

The linkage of actvities is vital be
cause while eat actvity may be
easy to imitée, the total linked net
work is not.Airgas is an xample of
suct a compan It sells lav-technolo-
gy industial gaseshut it seeks achn
tages though distibution-network
building and ofering value-adling
sewices to @ with its poducts.

Fisher (10) points out tha supply
chain design daends on the mare of
the poduct and its demanéiie dvides
products into functional and inuative
categories. Functional mducts sell &
low magins; their suppl chains
should be dicient, since customsrae
buying based on e Innovative
products command higher ngars; de

livery and &ailability should dive the
design of their supplchains.

Managers of gowth, profit, and
value poducts need todep these dif
ferences in mindAccording to Hsh-
er, the suppy chain for growth prod-
ucts will differ from tha of profit and
value poducts. Br growth products,
there would be less concerfor the
cost of getting poducts to customser
and moe concen for availability and
sewice. For profit and \alue poducts,
which ae moe mdure, the emphasis
would contirue to be squeezing cost
out of the suppl chain.

Over at Turbo... A week lder,
Ann finishes her ecommendions
for a nev development pocess. Real
izing tha the opganizdion can tak
mary directions,she put tgether a
proposal to discuss with her ubat-
ment mangers and compan execu
tives. It centes aound bur funda
mental banges:

1. Have multiple processes tai
lored to diferent poduct lines and
project typesA lot of delay can be
removed from the Deivative piojects.
A cross-functional cell,with eng-
nees from various deatments,will
be set upThe cell manger will han
dle the pproval and &ecution using
guidelines gven to him.The tetini-
cal teams on the pjects can wrk di-
rectly with sponsas to gt the job
done

The net three ecommendidons
apply to the major pjects in the
Plaform, Breakthough, Reseath,
and Rartnered caegories.

2. Strengthen intamal tradking
and accounthility. A program man
agement function will be @sponsite
for eahh major poject. Eab efornt
will have a esponsike project man
ager to see thait stays on tad.

A stege/gate system will incease
visibility over major pojects. Dead
lines will be setdr ead gate and de
fined delerables will be due atha
time. This will allow management ly
exception, with followup initiated if a
program manger biings in the po-
ject lae. Four gptes & critical points
in the poject life will be defhed
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PROCESS DEVELOPMENT

—

Derivative Projects (80%)
Proposed by Sponsors

O—_
O——

Project Approved by
Derivative Manager

Derivative Cell
Performs Projects

=)

Senior Management
Major Project Review

Project Steering Committee
Project Steering Committee
Project Steering Committee

Project Management

Major Projects (20%)
Proposed by Sponsors

Idea Development A Concept Approval

Gate 1

CTO Coordination .

Function

New Supply
Chain Function

(Roles of Steering Committee
and Project Management Continue)

A

Gate 2

A

Gate 3

Detail Planning

)
SOoo

Engineering Design

Engineering
Departments

A Implementation
Gate 4

m Figure 4. Poposed deslopment pocess ér Turbo Chemical.

3. Involve uses thioughout the
process in major mjects. Ther ae
mary needs in this @a. Both intamal
uses, sud as Maketing and Mao-
factuing, as vell as those outside the
compay in the suppt chain, includ-
ing numewous supplies and cus
tomers, must be consided The
compary can no longr do lusiness
in isolaion from these paners. Most
major pojects equire suppy chain
changes.

First, as par of the poject man
agement functionuyses should act as
a pmoject steeng committee In this
way, they can gve timel input to the
process and beware of the pogress
being made The poject manger
and steéng committee wuld plan
the pioject in detail and \ersee the
design.

Second a suppy chain tetnical
group should be edthshed It would
suppot major pojects with systems
and lusiness epettise elaed to this
fast-changng ara. Like ary other
technical goup, the pogram mang-
er would use it asaguird ty the
project.

4. Match projects to stategy. Se
nior mang@ement should sign bbn
all major pojects. Impotantly, this
screening should use theitaria go-
propriate to eah product/poject
category. The curent potfolio is
chewing up esouces needed of
high-potential médtets. As a frst
step, all the Breakthough pojects
for theValue goup should be fal
lenged — tha will free 18 engees
right away.

This nev process is illusated in
Figure 4.

Beyond tools...

While tools ma be irvalugble in
improving deselopment pocesses,
they are not suficient to motvate
change. To stat tha chang, three in
gredients st be in place:

e awhy, or a eason to lsange —
usually dissdisfaction with the cur
rent way of doing lusiness,suc as
not enough n& products, unpof-
itable opeetions, or fast-dandng
technolagy;

e awant,or a vision of the fute
— commony this vision intudes on-
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time, on-budget piojects @nesting
truckloads of cash; and

e ahow, including the n&t steps
to tale.

This aticle has been kut the
hows. Awareness of aeiv howvs sup
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