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In the automotive industry, we’ve helped clients plan and execute new machines/
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software implementation, development of major vehicle systems, facility
renovation, business start-ups for auto dealerships, Six Sigma/Lean/SPC efforts,
shop floor improvements, and marketing programs
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quality

For companies dealing with fierce
competition or fast-changing tech-
nologies and markets, being able to
bring about strategic change quickly
and effectively is absolutely vital.
This is where the Atlanta-based Proj-
ect Success, steps in.

PSI has identified its core values as ser-
vice to clients, commitment to excellence,
development of human assets, strong or-
ganizational culture and advancement of
project management. “We strive to be the
standard against which all other project
management firms are compared,” says
the company.

by Michael Frank

ity. Did the work performed and the de-
liverables produced fulfill the requirements
and accomplish the objectives of the proj-
ect? (2) Time. Was the project completed
by the deadline or target date? (3) Cost.
Were the dollars, staff-hours, and other
resources expended within the budget or
cost estimate? A project is truly successful
only when the answer to all three of those
questions is a resounding “YES.” In other
words, by “project success,” we mean that
the project was executed in accordance
with quality expectations, on time, and
within budget. Nothing less will totally sat-
isfy the project stakeholders.

—Nsuring projects

mon types of projects are new product devel-
opment and introduction, information tech-
nology development and implementation,
process improvement, facility start-ups and
relocations, major industrial maintenance,
and marketing campaigns. The Project Suc-
cess Method has also been applied to new
business start-ups, mergers and acquisitions,
public stock offerings, and other highly strate-
gic initiatives. A couple of the most interesting
types of projects to which it has been applied
are major international sports events and mo-
tion picture production. The methodology is
generic. We have never found a type of proj-
ect to which it does not apply.

“We have developed a practical project management
methodology that has been fire-tested for over 24 years and
has proven effective on virtually all types of projects.”

Automotive Industries (Al) spoke to Clint
Padgett (CP), Owner and President of PSI.

Al: What does your firm offer that would
be of significant value to firms in the automo-
tive industry?

We offer project success! More spe-
cifically, we have developed a practical proj-
ect management methodology that has been
fire-tested for over 24 years and has proven
effective on virtually all types of projects. The
Project Success Method works, even on our
clients’ largest, most complex and most busi-
ness-critical projects.

Al: What do you mean by “project
success”?

All projects can be evaluated on

three dimensions of performance: (1) Qual-
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Al: What is the Project Success Method?
To what types of projects has your methodol-
ogy been successfully applied?

The Project Success Method con-
sists of three tightly integrated manage-
ment processes for defining, planning and
controlling projects. The methodology em-
ploys a consensus-building approach that
promotes team ownership of the project,
the development of an actionable plan,
team commitment to the plan, a disciplined
and tenacious approach to project control,
and a sense of mutual accountability and
support within the team.

The methodology has been applied suc-
cessfully to thousands of projects over the
last quarter century. Some of the most com-

Al: Describe how the Project Success
Method works. Also, tell us about your
new book.

As | mentioned previously, the meth-
odology involves three processes.

We begin with the Project Success
FirstStep ProcessSM, which involves ap-
pointing the project manager, forming a
cross-functional project team, and devel-
oping the project charter. In developing
the charter, we ensure that all stakehold-
ers achieve consensus and clearly docu-
ment the scope, objectives, constraints,
assumptions, and risks of the project. The
charter is the foundation for developing the
project plan, and it is absolutely crucial to
project success.



Next is project planning, which is a logi-
cal, step-by-step process. The team breaks
the project down into manageable activities,
and the responsibility for each activity is as-
signed to a member of the team. The team
analyzes the sequencing relationships among
the activities and develops the schedule us-
ing a technique that is far superior to the
approach most people use, which is back-
scheduling from the deadiine. We call the

. The,

‘Project

Success
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Project Success Method
book cover

technique “forward scheduling and selective
compression.” The beauty of our approach,
which, unfortunately, | can’t describe in de-
tail here, is that you end up with a schedule
that meets or beats the project deadline, it
avoids wasting money or creating unneces-
sary stress and, most importantly, the team
is committed to the schedule. The planning
process also checks to be sure that the nec-
essary resources will be available as needed

10 execute the project according to schedule,
and it develops the project budget.

The third processis project control. Our ap-
proach to project control is highly structured
and proactive. The team tracks the status
of the project, detecting negative deviations
from the plan, and taking corrective actions to
eliminate those deviations. As things change,
the plan is updated, and the team’s commit-
ment to the plan is reinforced. Of course, the
stakeholders are kept informed of the project
status. A key to the control process is having
the discipline to follow the process all the way
1o the successful completion of the project.

All three of these processes are described
in much greater detail in my new book, The
Project Success Method: A Proven Ap-
proach to Achieving Superior Project Perfor-
mance. The book also explains the special
challenges of managing projects and how the
ability to manage complex, business-critical
projects is a source of strategic competitive
advantage in any industry.

Al: How do you work with clients to
get them up to speed using the Project
Success Method?

CP: We use a three-phase approach, and
we only ask the client to commit to one phase
at atime.

We always begin with our two-day flagship
course in which we present the principles,
processes and technigues of the methodolo-
gy. This is not the typical broad-brush project
management training. Our course is highly in-
tensive and focuses specifically on the proven
management processes | described earlier.

After training, PSI immediately facilitates
the application of the Project Success Meth-
od to define, plan, and control the execution
of one or more selected projects in the client’s
organization. PSI’'s consultants provide men-
toring and hands-on assistance to the client’s
project managers and teams as they make

Automotivelndustries

the rapid transition from classroom learn-
ing to actual application. We ensure that the
methodology is applied correctly and with
discipline. As always, “nothing succeeds like
success.” By giving the client’s project teams
a taste of project success on a few well-se-
lected projects, the commitment to using the
Project Success Method is reinforced and be-
gins spreading throughout the organization.

The third phase of our approach is devel-
oping and implementing the client’s Project
Success System, which is the infrastructure
that will support the ongoing application of
the Project Success Method. This system
includes both organizational elements (such
as project management policies and proce-
dures, perhaps a project management office,
etc.) and technical elements (such as software
tools, standard report formats and resource
codes, etc.). Whereas the Project Success
Method is generic and applies to virtually all
types of projects, the Project Success Sys-
tem must be tailored to the characteristics of
the client’s projects, organization, people, and
competitive environment.

Al: Describe the size and strength of
your firm.

CP: PSI has more than twenty full-time
professionals, who live all over the U.S. and
deliver services worldwide. Our consultants
have been engaged in more than 10,000
projects in 25 countries on six continents.
PSI consultants average more than 21 years
of work experience and eight years of experi-
ence implementing and applying the Project
Success Method. Fifty-two percent of PSI
consultants hold graduate degrees, mainly in
engineering and business.

For further information on PSI and The
Project Success Method please visit http://
www.projectsuccess.com. To contact Clint
directly, he can be reached at clint.padgett@
projectsuccess.com or (678) 801-4500. H1
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Knowledge

Knowledge-Based Sourcing Shows

By Steve Barclay

“Companies are beginning to explore supply
systems that are based on knowledge, not

Following a rash of bankruptcies
and a sharp rise in the cost of com-
modities, automotive manufactur-
ers and suppliers are rethinking
their price-based and often adver-
sarial, sourcing model.

For years they have engaged in a dance
around inevitable annual percentage cuts.
Low price was the main driver of supplier
selection. But the dance is coming to an
end as manufacturers find they have cre-
ated a fragmented supply base with mar-
ginal, near-bankrupt suppliers with little
design or process innovation. Purchasing
shows savings that never hit the bottom
line, while business line executives pay
heavily for supplier bankruptcies, poor
supplier quality, and launch problems.

Companies are beginning to explore sup-
ply systems that are based on knowledge.
The ideal — and, for some companies, the
new reality — is to build better processes
from design through development and prod-
uct launch that pay off with innovation and
lasting effectiveness. It is an investment in
knowledge and a commitment to knowing
what is best - best-in-class production facil-
ity and the the right process for a particular
volume or design attribute.

This type of knowledge-based sourcing
is a hallmark of Japanese firms, including
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Toyota and Honda. It is credited, in part,
for their current success. Companies that
adopt this approach can reduce the cost
for parts such as pistons, exhaust mani-
folds, and cylinder heads by up to 55%
over traditional procurement models.

The savings come in different ways: Inno-
vative designs for products and parts trump
squeezed margins. With deeper knowledge,
manufacturers have the insight to push sup-
pliers to be more productive and deliver
higher quality. Purchasing departments can
be pared back and companies can reduce
expensive reengineering after products are
on the market. In essence, knowledge-based
sourcing shifts much of the work to the front
end of the product development process, to
eliminate the need to put out costly fires later.

Booz Allen Hamilton research shows more
efficient companies have a relatively strong
focus on new parts sourcing, and fewer re-
sources spent on supplier quality and delivery
issues. The most efficient firms tend to have a
smaller supply base and more centralized op-
erations for planning, negotiations, and sup-
plier development, while purchasing resourc-
es that support the award-to-launch cycle are
located within the product businesses. The
overall knowledge embedded in cost tables,
process cost curves, and design capabilities
is what matters, not the price per piece.

One automotive manufacturer developed
cost models for each supplier of sealing ma-
terials to price design changes to its current
prototype and production business, and to
price future business. The commodity team
can simply plug part details into each sup-
plier model and market test the business. The

prlce.” Bill Jackson, senior vice president of Booz Allen Hamilton and leader
of the firm’s global automotive practice

team reduced the time it takes to price design
changes from more than two weeks to less
than an hour. This creates a huge advantage
for the company as the cost and time of de-
sign cycles decreases dramatically.

Maping the Obstacles

As Western manufacturers and suppli-
ers set out to explore new sourcing mod-
els, they can also avoid some of the com-
mon pitfalls of knowledge-based sourcing.
The transition to knowledge-based sourc-
ing takes time and a balanced approach.
Manufacturers must find ways to generate
some short-term results in order to stay the
course and keep their suppliers, engineers,
sales staff, and some executives on board
long enough to work through to the deeper,
more meaningful efficiencies that knowl-
edge-based sourcing promises.

This transition cannot begin without a
commitment from executives and a game
plan to build a broad understanding of sup-
pliers’ current costs and capabilities, as well
as a realistic vision of what is possible. Com-
panies need to dive deep into their suppliers’
plants, operations, and engineering capabili-
ties to determine what cost reductions can
be achieved without driving their suppliers
out of business. Realistic and ideal cost un-
derstanding comes from many inputs, in-
cluding supplier cost breakdown, talks with
suppliers, industry data, benchmarks, com-
petitive analysis, parametric cost analysis,
process cost curves, and cost tables. The
picture that emerges creates the foundation
for knowledge-based sourcing and realizing
its long-term potential.

to read full version of Al stories go to www.ai-online.com



Trumps Price

Why Price Is No Longer King

A major obstacle is the common belief
that moving away from insisting on year-on-
year price cuts will hit the OEM’s bottom line.
In many organizations, executives focus on
and reward aggregate savings, but do not
address the true, long-term requirement. In
a knowledge-based system, year-over-year
savings are less meaningful. What matters is
whether the company is able to achieve its
targeted profits for a given program or part.

For successful knowledge-based sourc-
ing, purchasing staff need strong expertise
in elements of engineering and production,
in addition to supply chain knowledge. At
the same time, engineers need better train-
ing on how to design to cost and to lever-
age the supply base in the search for better
designs and processes. Traditionally, they
have been rewarded for quality or for deliv-
ery on time, without much need to under-
stand financial returns.

A Model of Efficiency

Despite these obstacles, we are beginning
to see early indications of success from com-
panies that are implementing knowledge-
based systems.

One automotive manufacturer began to
launch a new supplier-relationship model, in-
cluding the joint development of cost models
with key suppliers on some critical commodi-
ties. An early success story is a cost model
for various mechanical assemblies, which
identified 15% in savings without reducing
the supplier’s profit margin.

In another case, a major aerospace manu-
facturer and one of its primary suppliers initi-
ated a joint effort to develop a mutual under-
standing of the development and production

costs at each company. Cross-functional
members from each organization served on
the team, which developed a detailed model
of the enterprise costs. The team took a struc-
tured approach to develop cost opportunities
and derive a “should cost” model. Using the
“current cost” and “should cost” models, the
team has been able to identify significant cost
savings and the parties are working together
to achieve them.

Above all, knowledge-based sourcing
requires suppliers that drive performance
and have good values. We saw one com-
pany move aggressively to an open-book
set of supplier relationships. It had great
success with suppliers who were close to
best-in-class and most importantly had the
right values — desire to learn, wilingness to
change, and fairness. Where the company
entered a relationship with a privately held
supplier that was focused on its profits at
everyone else’s expense, the relationship
obviously has been a disaster.

We suggest a measured approach that
begins with comparing current production
processes and costs to what would be ideal
by building knowledge from teardowns of cur-
rent production parts and competitors’ prod-
ucts. This first step already produces savings
by addressing outliers and identifying design
differences and pricing anomalies.

Based on the findings from cost modeling,
companies can begin to create supplier de-
velopment plans that close the gap between
current supplier costs and the ideal.

The third step involves embedding profit
planning in the organization. It goes beyond
mere cost modeling to include cross-func-

tional profit planning and target costing for
each program from the market and product
back to the individual program cost compo-
nents, all the way to material cost targets by
sub-system and part. Implementing profit
planning should go hand-in-hand with im-
proving cross-functional collaboration, includ-
ing early purchasing and supplier involvement
in product development.

In the fourth step, the existing supply base
should be consolidated, restructured, and
developed as necessary to build the “ideal”
supply base based on the understanding of
industry economics, required supplier ca-
pabilities, and available process technology
choices developed in the previous steps.

The final stage is transformation of the
entire organization, as staff is trained and
coached in knowledge-based sourcing. The
company should establish new lines of re-
sponsibility and decision rights along with
objectives, metrics, and incentives geared
toward long-term cost effectiveness.

It is hard work to establish the sophisti-
cated supplier networks that are built on col-
laboration and trust, as well as continuous
improvement and aggressive, jointly agreed
targets, that are the halmarks of knowledge-
based sourcing. Ultimately, however, the
companies that commit to the effort will cre-
ate a lasting competitive advantage.m

“More efficient companies have a

relatively strong focus on new parts

sourcing, and fewer resources spent on
supplier quality and delivery issues.”

Michael Pfitzmann, a principal with Booz Allen Hamilton
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