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Business History

Xtronics has been in the communication business for 40 years. It has earned the gespect of their
customers and competition for the core product DSU/TSLL The core product, tough marketable
has been the only available pmduc/tj that offers the communication connectivity of internet
protocol. Just like the development’of the DSU/TSU’s, Xtronix found themselves in an
opportunity to develop a new technology calil:_d ATM —Asysthronous Transfer Mode. This would
allow data, voice, and video transmission over one vitural T1 lines. The key was to offer a

flexible services, a ¢ effiet cess, and lower cost product to customers. This would
allow customer té@ exercise E-commerce, therefore conduct all business over the Internet line.
The project is to open new horizons for Xtronics. It was predicted that if product is delivered in

_twelve months the potential market value is $71 Billion. The concepts have been established but
it is impossible to deliver products with the existing product development process. The
DSU/TSU line took five years to complete. The only saving grace was the company’s well
controlled patents. But the true cost is wasted fighting court battles to keep the competition from
stealing market share. Today, it is a different ball game the telecommunication market is more
open due to the Clinton’s Deregulation laws and the mergers of global competition. Potential
customers are Sprint, MCI, Bell Atlantic, General Signal, and Fore Systems.

Xtronics’ competition are bigger in size and will stop at nothing to get market share.
Companies such Cisco, Lucent , Northern Telecommunications, Baynetworks, and Yurie.

The goal would be to- lop all new products to support the ATM market. Xtronics and their
talented sm@;ﬁ@he ATM Technology and would be the first company to initiate
development. Xfronics has confirmed that the competition have caught on with the ATM
products. This may be a deadly race, first to market will be the leaders in this technology.

——

Game Plan
iys
Mr. Lovechange (CEO) aceessed the position of the company and called a meeting with his
staff. His functional staff unaware of the issue waited patiently as the new process which will
affect the way they conduct business unfold. Mr. Lovechange starts by saying “Business as usual
would not do.” *“The business environment is changing and if we are to be competitive we must
change too.” *The chair you sit in today is not the chair you’ll sit in tomorrow and this is the
same for of your people.” The CEO then introduced thel FTU team)as the facilitators for this
reengineering effort. The FTU s Initiatives were to develop a process that will save time on
roduct development and 1 he company’s culture.
he FTU group designed the uveurlew of the process and the CEO presented it to the
officers.

Team Building

Mr. Lovechange spelle’;ilu the new /matrix structure (Appendix B1) that will show how the
teams are to communicate. | Team l/consis Gfﬁccrémmd the Steering Committee.
The responsibility of this team is o mentor the New Product Development Teams, supporting
the teams with the tools and résources required to achieve the product development cycle time
goals. The project managers will be selected from the managers in Marketing, Manufacturing,

and Engineering. The Product team members will be selected from various departments around
the company. The teams will be relocated in thei here communication is easier.




Situation Analysis

Product Development Process

Company Xtronics was one of the local companies that was dealing with telecommunications
equipment. However, it had many problems in the product development process because it took

too long to develop-a-certain product and too prany hands-off inthe process itself. The old
process was developed based on the concept :zf Adam Snﬁtl‘;}dch was to do each step
individually. Mr. Lovechange(CEQO) knew that T evelopment process was a problem
and decided to change the whole process.

Initially, the marketing department initiated the fist step in product development process. The
initial duty of marketing department was to develop relationship between the company and
customers. This department was supposed to_determine the product features t_}_lat customers
required. After this was done, the marketing department would summarize all the requirements
of the products before getting the approval from the marketing management. The approval would
then go to the marketing department for final review again before it was transmitted to the next
major step, designing process.

The next major step was called the @Aﬁcr getting the requirement and information of
the products from the marketing depa t. the design engineers would design this specific

product. The final output for this process would be the specification of the product that the
company was going to develop. When the design team finished with the design, they would then
again contact the high level management of the designing department to get the approval of the
design products. After the approval, the design team would review the products for final
correction before being passed to the manufacturing department.

The final department that in involved in this process was the manufacturing department. Its duty
was to develop manufacturing plans for mass production of the selected products. After planning
and designing the process, the manufacturing still had to get the approval from its upper
management before the final mass production steps started.

The product development process is shown in the Appendix Al. It started from the customer and
ends up in the mass production. The process was categorized as allinear p"r::-c;z each step
depended on the previous process. This resulted in departments working i Vacuums. Project
value added work is not identified until the each link is satisfied. The project will be too far

along before an issue is identified. /
y
é{j‘g H'L_j}f ."'ﬁ/
Problems and Causes / L=
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Time is an important. market jn the High Technology industry. The overall process of the product

development in the Xtromics took approximately three years with an average one-year in each
department. This process was taking too much time in delivering the product to the market. The
workflow in the product development process is shown in t?ég%ﬁ3. his process was
called thw-a\c?s. Each task was done one affer another. Consequently, they
might not € to’cope with the competitors. If the competitors were ahead of Xtronics, the
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market available for the Xtronics to catch was becoming smaller. Further problem might occur
when the competitors were able to produce better quality of products than Xtronics. With faster
and shorter development time conducted by the competitors, their products would be much better
quality than Xtronics’s because they could use these advantages to survey and perhaps improve
their quality. If Xtronics did not change the product development process, the whole company

would not lose only market share but they could also lose the existing customers.
H__________._-—-———'——‘—-—-—-—-_.__,___._._-—-— e )

There was no direct communication link between each department in the process development.
After one department finished its individual task. It would pass over the next step to the next
department. Basically, the previous department did not have any communication with the next
department. Chaos occurred when each one of the department discovered a problem along the
way as it took a long time to communicate with each department. Difficulties might occur in
detecting the origin(root cause) of the problem in each department.

The structure organization in the process development was still following the t@
structure, the vertical structure. The whole structure was divided into its function. The product
development management controlled the whole product development process. The department
management of each process; marketing, design engineering and manufacturing engineering
controlled the next levels. Each department is then further divided according to the preduct that—
they were developing. The hierarchical structure in this organization is shown in Appendix Ad. )
S —

The structure did not allow many activities that were required in the robust environment.
There was no interaction between each department ifi the same-Jevel. It also did not allow the
communication between department of each level.\The only conmunication link in this structure
was the communication between the lower and upper gement. The whole structure would
cause problems and time when a problem is detected in the process. This structure also caused
each department to close the door at each other. Each department did not have an access to
understand the process of the other department. Once they discovered a problem made in the
specific department, they could only throw back the problem to the previous department

= i

The other problem in this organization was the lack of relationship between customers and the
company. The only department that had an acces? customer was the marketing departmeiit.
The rest of the departments only understood what the customers wanted limited to the
information given by the marketing department. There was no communication between customer
and other department. The whole product development process was not a customer-oriented
process.

ndix : , theddecision flow chart of the process. The management of each department
was the o eveglthat make go-no-go decision. The lower management was not delegated
authorities for making decision. This process took many times and efforts that would only

increase the process length and reduce the efficiency of the overall project.
_,_,.o-'-""_'_'_

Finally, the fnaj lgm was the process in the ha;ﬂjg;;aaponsibili[y in the each department.
They believed that afteT the each department finished with their duty, they just need to give it to
the next department. When the next department did the next job, the responsibility was brought
forward to that particular department.



Vision, Values, and Goals

(teer
The management’s ad hoc committee, including Mr. Lovechange (CEO) and VP of each
departments, monitoring the company situation had urged the reengineering team (FTU team) to
create a new “value-added™ vision, and to take the role of “middle-man™ between company
(money) and customers (quality) in restructuring new values and goals. In lieu of creating a
long-detailed vision without meanings, FTU thought that the only way to grasp the attention of
employees to the company strategy was to daily feed them with the vision.

“To become a tap%tch company in electronics production
business, Xtronics will achievemeni-irt=100% of our customer
satisfaction, within 12-months process of designing,
manufacturing, and delivery after receiving orders. One(1)-year
target of reengineering efforts through teamwork and sound

communication with our cush%s alike. WE
will never forget a continuous improvement after OUR success”.
T ———

The vision was meaningful only if it improved a business ﬁuys that were consistent with its
strategy and people. “Visionary tools” were raised by one of the team. In addition to an explicit-
written statement of the business vision, “Vision T;shirt"(a;gcndi; C1) should be provided to all
workers, *Vision Key Chains” should be pumped up for individualuse;nd a new big company
cutout with our vision should be hanged at the top of the company building. This was not always

the case with the company that made quality of product, but a way of communicating our vision
to our employees.

After this vision had been propagated throughout the company, departments affected by the
reengineering efforts were allow to set their own values and goals in order that they could create
a set of values to support the company vision without the limitation of management insight. The
old vision, values and goals were all discarded and they radically reestablished a new set of
values. To eliminate further overlap works and redundant information, each department shared
ideas and interchanged information. In so doing, the common ground rules and guidelines on
how to work together in reengineering environment by the management ad hoc committee were
provided and discussed throughout the company.

Structure Block of Success (Organization, Process, and Technology)

First, FTU were looking for a team with cross-functional skills in single work units, which
facilitated functional interfaces and parallel design activities. A broad set of skills and
perspectives increased the likelihood that output would meet multifunctional requirements.
Therefore, a new product development team was formed as called “New Product Team”. Under
the supervision of the steering committee as “a sponsor” and FTU team as “a cooperating team”,
the New Product Team included representatives from all functions involved in the current
product development process. In other words, some of team members included those currently
working in the existing project and some who didn’t know much about the project, but had
diverse skills of the telecommunication market. Even teams composed of a number of
employees from the same function were likely to have a broader range of skills than any
individual. FTU realized that the wealth of information created through overlapping roles and
memberships on teams as a key source of innovation in product development.
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Problems in designing new products had gradually cropped up at Xtronics. The existing process
produced a redundant information. Since the number of tasks in the process required, the old
process became complicated ang more people needed for completing the process. Radical
changes to the process wis'enviable, more cross functional communication was needed, quicker
decisions were reqmrec(ﬁé@mﬂi} faster feedback was needed and better project
management was required. The new process in figure 1 showed all members of the team
involved with every phase of the project development process and at the same time they are

accountable for their functional action items. The team meets weekly to review project status and

monthly with the steering committee to share progress and request additional resources.
phisise oot e

New Process Approach
Sigeut Engineering
Proposal/Gate Chamges Process
Project |_p |Regm’ts./ Detail | Mfg. Production
Initiation Concepts Design Prototype

: v vl Tv v

PROJECT MANAGEMENT TEAM(all departments) |

f f !

‘ Design for Manufacture/Design for Test

Figure 1

Once the process had been identified, the boundaries between those processes need to be
managed. The regular meeting was one type of information sharing resource, but to the
successful redesign and implementation of an already-designed process, these team-oriented
activities were not enough. To be more effective in implementing process innovation, the right
information had to be provided at the right time. The cross-functional team needed fresh
information which were always sent back and forth all the time, therefore. the FTU team offered
the new mastery of IT-based tools called a MasferResource Planning (MRP) and a Electronic
Data Inierchmﬂm&%ﬂ Thesé toets were designed and used as time- -sharing
tools —a center of informatio e company. Like the Internet, these tools allowed employees

to access into the system to get data needed not Dnl}r in office but also from remote units.

Finally, Mr. Lovechange agreed on this idea and the go-ahead to the FTU team. After
these systems were installed, employees coul duce the communicating time appmmmatel}' 60
percents. /f - R s



Culture Block of Success (Organizational Culture, Individual, and Power)

Mr. Lovechange conceived that employees were a fundamental key of the Xtronics’s success at
the first glance, not products and processes. To make any parts of the business changed,
Xtronics had to change the way of dealing with employees first. The traditional culture that
Xtronics had long faith in must to be changed in the direction of greater empowerment and
participation in decision making and more open, less hierarchical communications.

To do so, many suggestions of clacking down the hierarchical gap and building the consensus of
organizational commitment were brought into the main topic at the next meeting between the
management ad hoc committee and FTU team. As result in a meeting mi actions
would be effectively used in Xtronics for the following month. First, a Igmting
between management, the FTU team, and the New Product team were held at a restaurant near
the company as announced. Second, at least fifteen training courses would be gquarterly provided
from the HR department to every section. To this, every employee would be assigned to attend
at most three courses, and one of which based on individual preferences. Third, upper
management agreed to eliminate all private executive areas such as elevators, toilets and dining
rooms.

e

In building the climate at work and eliminating the power distance, these offside meetings made
all team members feel comfortable to have “face-to-face” talk with their sponsors, to solidify
consensus, and to refine vision with one another. In flourishing employees’ initiative, these
training provided new insight of new breakthrough technology information, supplied employees
with information that enabled them to make their own process decision, and dictated them how
to perform each process step. Finally, to work as a team Xtronics did not want to build up the
barrier between different job levels.

System Block of Success (Management, Measurement and Rewards)

Management committee realized that the radical change could make a “fear” among employees.
To change the process and structure of the company and employees, Xtronics also need to
change the way to manage people. To change any tiny process could drastically affect the
company as a whole. The organizational and process change was the most difficult aspect of
process redesign, an effort had to be made to communicate throughout the company about the
change and to build commitment to the new organizational structure and processes. In the
beginning of the reengineering effort, trust and honesty were some of Xtronics’s goals which
management and reengineering teams committed to standing on.

Based on the company vision, goals and commitment, new process design came from the top
down, but implementation of these changes were handled by every team members. Biweekly
“meeting betw e FTU team and the New Product team was scheduled for reporting the
progress and discussing problems. Unlike any meetings with management, the monthly meeting
with management committee was regularly held at a restaurant near the company. While the new
process was designing, extensive trainings were provided to all employees on topics including
teamwork, group dynamics, and technical practices.




After the vision was established, the goals in each step of the process were then set. The
performance measures were born accordingly. Xtrenies switched fro traditional measure to
the: customer-oriented measure; “Switching from Producer time to Clstomertime” was a
measuring g{}a] fmr all depm‘tments The New Product team measured each step of the process
based on t i ; juired orders and delivery date requested by customers very
ear]y 1T the order/deéfy ery cycle. To make performance measurement in a visible picture, a

nstafled. A one-page “Dashboard” (Appendix B3) graphical measurement tool
is much more meaningful than several pages of repﬂrﬁ%prrﬁﬁsheets. To this equipment,
team members could monitor their team progress by using a specific measuring tool,
representing a car’s dashboard, in lien of more simple measures such as spreadsheets. The
dashboard format provided information regarding current performance level and probable, and
possible, future assignment in the organization.

Not only did Xtronics give an important in measuring the process, but it also focused on
measuring the employees’ performance. One of the management ad hoc committee executed
that giving a bonus to individuals did not effectively make the loyalty and commitment among
team members. Standard monetary bonuses could be effective only if their job performances
were the same. As an agreement, in addition to the individual bonus, a team bonus and incentive
trips would be used in Xtronics for celebrating their employees’ success.

Conclusion

In Conclusion the word reengineering is always never mentioned in the process of implementing
the new process. The success was credited to the following key elements:- 1) senior management
commitment to implementing the process, 2) the steering management team commitment on
support to the project teams 3) the involvement of the employees, 4) the teamwork values, 5) the
Improvement of cross functional communication, and 5) the drive to stay in the communication
business as the leader. This was the objective shared not only by senior management but all
employees alike.
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Appendix Al

Product Development Process
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Appendix A2

Decision Flow Chart
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Appendix A3.

Work Flow Diagram
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Appendix A4.

Product Development Structure
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Appendix Bl

NEW ORGANIZATION CHART
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Appendix B2

New Decision Flow Cart
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Appendix B3

Product Development Dashboards
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Appendix C2

Electronic Data Interchange
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