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Foreword

Ever since I first heard the term I’ve had a sort of love-hate relationship with time-based competition—competing through shortening organizational cycle times. The basic logic is compelling. Long cycle times in distribution, order filling, new product development, and services of all types increase instability, create unnecessary costs, and frustrate customers. Conversely, shortening cycle times can be a high leverage approach to improving costs, innovativeness, and customer service.

What has concerned me is not the logic but the implementation of the logic. In particular, I believed American corporations, ever in search of the “quick fix,” would see this as the ultimate bromide. By trying to “speed up,” we would simply take one more step in a long-term trend of shortening time horizons, discounting the past, and living for the moment. Overstretched workers would be stretched a bit more. Managers distracted by crisis after crisis would find even less time for reflection and planning. “Do it faster” was not a message I welcomed.

Fortunately, Chris Meyer shows that becoming a “fast cycle time” competitor is not about running around even more like chickens with our heads cut off. It is not about “turning the crank faster—a sort of cardiac stress test for organizations.” It is definitely not about simply setting more demanding cycle time targets and then driving everyone to meet those goals. As Meyer points out, “If people try to do more and more in the same amount of time, they will likely just end making more mistakes.” In one study done at MIT, we found that focusing narrowly on cycle time targets can also invite game-playing. For example, in one case, management targets for dramatic reductions in new product development time led people to focus on the new products that were easiest to complete—leaving aside the riskiest and potentially most important new developments. Management’s goals were met while the company’s stock price steadily declined.

Being a fast cycle time competitor is about carefully designing and developing multifunctional teams, and changing the larger organizational structures that thwart such teams from functioning. It is about redesigning work processes so that people can focus on value-added time and eliminate nonessential work. In sum, it is an integrated and methodical approach focused on purpose and strategy, process redesign, and learning how to work together across organizational “stovepipes” that have traditionally fragmented our efforts.

Meyer interrelates many pieces that we have all read about in different places into a coherent guide to making it happen. The emphasis is on implementation. Ironically, as Chris Meyer shows, implementing fast cycle time means almost the opposite of what most American managers are inclined to do. In a culture of instant gratification and a management system based on “results tomorrow,” the hardest lessons may be learning that speeding up our organizational systems depends on fostering commitment, carefully analyzing underlying processes and systems, and building a foundation for ongoing learning—the very attributes of the Japanese and other Eastern cultures that have been winning at time-based competition.

Not too long ago my ten-year-old was playing a game to see how quickly he could add a column of numbers. After several trials he was unable to improve below 30 seconds. The more he tried to cut the time, the more he fidgeted, jumped around, and did everything he could to “speed himself up.” But his time didn’t improve. Finally, I suggested that the only way to improve further was actually to be more still, to eliminate wasted effort. By moving less, by trying less hard and relaxing, he could actually devote all of his energies to the task. His time improved to 20 seconds.

As time-based competition fast becomes a management buzzword for the 1990s, businesses of all types are realizing that time is both a competitive weapon and a meaningful organizational yardstick.

The problem is is how to do it. Most of the available books describe the concept—but not the process of becoming a fast cycle time competitor. Many years of practical experience have shown Meyer and his colleagues the wisdom of a paradox, the very paradox my son encountered—that to speed up you often have to slow down.

PETER M. SENGE

Center for Organizational Learning

MIT

Cambridge, Mass.

F. Kofman, N. Repening, and J.D. Sterman, “A System Dynamics Approach to TQM,” Sloan School of Management Working Paper, Fall 1992




Preface

In 1989, Nick Nichols at the California Institute of Technology asked me to teach a course on fast cycle time for executives. Having forgone an academic career for the business world fifteen years earlier, my first temptation was to say no. Of all my concerns, I was most anxious knowing that no one ever changed a company’s way of doing business in a classroom. Fast cycle time is a new way of managing that a student can only taste, and a teacher only simulate, in the classroom setting. At best, I could create a simulator that caused people to want to “fly” the real thing.

On the positive side, putting a course together would require all of us at the Strategic Alignment Group to review our implementation experience and to distill the common threads. Furthermore, explaining them to others would inevitably invite challenges that in turn would clarify and drive our thinking further. We realized that we would probably learn as much as, if not more than, the participants—and so I said yes.

During these sessions, participants ask for literary references on fast cycle time. Without exception, the available literature is slim: Most articles and books focus on why one should pursue cycle time reduction but say little about how to do it. The need for a book that detailed implementation became obvious. This book aims to fill that need.

In writing this book, I have blended twenty years of organization strategy and design know-how with my experience as an executive change agent. Fast cycle time will not be in place until people behave differently. It has to be packaged, presented, chewed on, and eventually swallowed before speed becomes a way of life. As difficult as organizational life may sometimes be, we must never forget that organizations are social systems. People make up organizations, and their behavior that must change if we are to improve performance.

Fast Cycle Time integrates all the key elements required for implementing fast cycle time. In doing so, I draw on the work and experience of those who have gone before me in the fields of cycle time reduction, strategic management, organizational design, system dynamics, and organizational change. My efforts have been to synthesize their contributions into an experienced-based, implementation framework that works; and not to create new theory.

Therefore several people who have guided my learning deserve acknowledgment, although not responsibility for the contents of this book. Herb Shepard and Neely Gardner taught me through love and humor that the human spirit is the primary source of all that happens within organizations. Jonno Hanafin daily redefines for me what support, insight, and friendship are all about. Just when I think I’m learning at top speed, Steve Pile’s love of learning hits me in the rear and forces me to learn even faster. Rick Ross’ indefatigable quest for how-tos that are “slam-dunk winners” always challenges me to clarify my thinking. Joyce Ross’s value-based judgment and intellectual discipline make mistakes harder for me to make. My ability to understand and apply systems thinking to cycle time would not have been possible without the efforts and patience of Barry Richmond, Mark Paich, Mike Goodman, and Peter Senge.

Several people have contributed directly or as sounding boards during the development of this book. David Brown taught me that truth and common sense are the best tools for making rapid decisions and recovering from mistakes. John Walker helped me test these ideas in cultures other than my own. Bob Larson taught me about speed and balance. Michael Brown showed me how feedback and learning tie to action through his ability to do both in real time. Karen Stewart gave new meaning to “just do it.” Steven Wheelright demonstrated that crisp thinking and good theory are good practice. Ken Lee, Pierre Patkay, and Joe Shepela all pushed back when it was needed. John Turner, Bill Westhaus, Dick Hartshorn, and Al Solvay each helped me refine what fast cycle time could mean to a large organization. Nick Nichols, Valerie Hood, and the rest of the staff at the Industrial Relations Center at the California Institute of Technology started this ball rolling and helped me to learn from every executive who attends the seminar by taking the work out of teaching. For everything I learned from each executive participant in the course, my thanks.

By its very nature, implementation pulls the best from several sources, many of which blur after years of work. My thinking has been directly influenced by the contribution of many professional colleagues. Although it is impossible to list all or define the order of importance, my thanks to Jim Swartz, Jack Sherwood, Ralph Gomery, George Stalk, Ed McCracken, Ken Coleman, Roselie and Andre Schwager, Don Reinertsen, Geary Rummler, Bill Moon, Chuck House, Charles Golden, Marvin Patterson, Carl Shelton, Denny Gallagher, Bill Pasmore, John Adams, Laura Susman, Randi Brenowitz, John Carter, Carolyn Luckensmeyer, Michael Doyle, Larry Wilson, Steve Berkley, Mark Wilson, Tom Fahey, Roger Harrison, Larry Greiner, Warren Bennis, Bernie Huth, Mark Jackson, Charlie Szuluk, Bud Marx, Ken Kohrs, Stephen Jenks, Jim Kouzes, Del Stover, Jon Younger, John Alden, Bill Lambert, Ted Pittiglio, Wolfgang Hausen, Bill Miller, and Max Hall.

The clients of the Strategic Alignment Group provide the laboratory for our work. Without their support, all of what follows would not be possible. In each and every case, they have joined in the hunt for fast cycle time with enthusiasm and persistence. It is not us but they who actually transform organizations into fast cycle time dynamos.

The thinking within this book is blessed by the testing and scrutiny given it by the staff of the Strategic Alignment Group. Jonno Hanafin, Steve Pile, Sarah Engel, and Tim Fredel have contributed by testing, applying, and refining these concepts daily. Rick Ross, Peter Senge, Dan Kim, and Steve Wheelwright all provided insightful comments that improved the final product. Marci Kahn keeps my life in order and tirelessly picks up each new challenge. Through her support, dictation tapes, handwritten scrawls, and weekend phone calls were transformed into this book.

This project would not have happened if Jim Levine had not guided and supported me during the entire period. Lisa Cuff and Bob Wallace provided encouragement, enthusiasm, and insightful suggestions that turned a good manuscript into a better one.

The most important of my thanks go to my family. Frank and Breckin were drafted (as children are) to follow my relocations from Los Angeles to Houston and back to the Bay Area. Their love, caring, and humor have always provided more nourishment and learning than they know. My wife, Nancy, is always a glowing spirit of light, silent editor, and the person who fuels my excitement for this work while reminding me of the other worlds and realities that really matter in life.




FCT Introduction
and Core Concepts







Implementing Fast
Cycle Time
The Simultaneous Act of Letting Go
and Adding On


This book is a pragmatic guide for implementing a fast cycle time strategy (FCT). Authors such as Stalk and Hout1 provide the basic rationale for a fast cycle time strategy and demonstrate the dimensions of success possible. Yet they say relatively little about how to put their ideas into practice. Regrettably, far too many implementation efforts begin and end with an externally driven, expert analysis that identifies cycle time barriers and bottlenecks. The experts identify the problems but don’t specifically define how to design and implement changes that create lasting improvement.

To transform a traditional organization into a fast cycle time competitor requires a systemic organizational change strategy combined with cycle time reduction methods and tools. The strategy has to define what the organization has to let go of as well as what it must simultaneously add to reduce cycle time. When top management actively leads this change process from within, cycle time reductions as high as 100% are possible. This book presents an implementation blueprint based on twenty years of hands-on experience in organizational change and re-design combined with five years experience implementing fast cycle time strategies. By focusing on implementation, we hope to give life to the basic concepts underlying FCT.

Fast cycle time implementation transforms the entire organization. Implementation is complete only when all those in the organization change their behavior and treat time as a valuable resource just as they would capital, technology, or people. To do this, they must first understand the value of FCT. Then they must have the skills and the tools to identify and pursue cycle time opportunities. All of this must be blended into a clear and simple change strategy that facilitates the letting go process. This book shows how to do that by:

Demonstrating how to transmit a systemic focus for speed through strategic alignment

Illustrating the importance of increasing the speed of organizational learning through redefining core work processes and structures

Defining how to create effective multi-functional teams that cut through organization “silos” or “chimneys”

Detailing how to analyze and redesign work for speed that uses the redesign process itself to create immediate improvements

Providing specific tactics for implementing fast cycle time in product development—from product planning through the mass production ramp

Detailing the leadership behaviors necessary to implement FCT

Providing measurements that support and monitor fast cycle time implementation

This book also shows how to implement the “soft” elements of the fast cycle time strategy: strategy development, multi-function team effectiveness, process improvement, and empowerment. Although these issues may be less tangible, their impact is anything but soft. By using cycle time, which is considered “hard” by most managers, one can legitimately address the critical soft issues. As the reader will see, sustained cycle time improvement depends more on improving the firm’s social architecture than its technological assets. This book provides tools for making these less tangible issues easier to address.

We will use product development as a focus because it and other forms of “knowledge work” have an enormous potential impact on profits and growth. Implementing fast cycle time in knowledge work has received significantly less attention by cycle time experts than the more tangible processes such as paper flow or manufacturing. Because the cycle time of knowledge work is often longer and the steps less tangible than manufacturing, it is harder to address. Our implementation framework for product development can be adapted to other forms of knowledge work, such as marketing. For those readers who need to reduce cycle time in downstream operations, all the techniques and models that apply to knowledge work can be applied with even greater ease to manufacturing, for example. It is much easier to transfer cycle time reduction processes designed for less tangible processes to those that are more tangible; however, the reverse is not true.

How to Read This Book

This book is divided into two sections. The first section provides the conceptual foundation of the FCT strategy, and the second focuses on implementation. If this is your first contact with the FCT strategy, we suggest you begin at the front. If you have a basic understanding of the concept and are focused on implementation, then you will want to skim this section and concentrate on the second one. Others may read as we do and selectively choose chapters that fit their particular needs. To facilitate that, the list below captures the essence of the remaining chapters.

Part 1

Chapter 2—Be Fast or Be Last: The Competitive Mandate for Fast Cycle Time. Why fast cycle time is a competitive requirement in the 1990s, how the rules have changed, and why moving FCT upstream into new product development provides a sustainable competitive advantage.

Chapter 3—Fast Cycle Time: The Basics. What fast cycle time is and is not, characteristics of world-class cycle time companies, and the internal and external benefits one can expect.

Chapter 4—Systems and Organizational Learning: The Foundation for Fast Cycle Time. Defines the paradigm shift required from traditional thinking and organizational models to support implementation.

Part 2

Chapter 5—Strategic Alignment: Moving Up and to the Left. Details how to create strategic alignment between purpose, strategy, and structure to enable speed at the working level; explains the role of executive management.

Chapter 6—Structuring for Speed: Designing and Implementing Multifunctional Teams. Details how to architect and implement multifunctional Teams including structure, reward systems, team development, and relationship to the functional organization.

Chapter 7—FCT Process Redesign. Details how to define, analyze, redesign, and implement new processes to increase the value-added time and reduce the non-value-added time.

Chapter 8—Tools and Tactics to Speed Product Development. Details specific tools and tactics for new product development that increase value-added time and increase the speed of learning.

Chapter 9—Implementation Dynamics and Measures. Details the implementation process and measures used to make FCT the way you manage your business.

Chapter 10—Leaders Pave the Road Ahead. Details the change process dynamics and the leader’s role during the change process, followed by a closing summary.

-----------

Throughout we will refer to a running case study of Core Products’ experience defining and implementing FCT, as well as multiple other examples. Let’s get started.



Be Fast or Be Last
The Competitive Mandate
for Fast Cycle Time


The Competitive Situation

The competitive position of U.S. industry is under serious and increasing challenge. Some simplify the problem by saying we’ve grown fat and lazy, while others point to the lack of cooperation between business, government, and labor. Some decry the lack of inexpensive capital or the evergrowing national deficit. The analysis and arguments are seemingly endless. On the one hand, there is no question that the decline in U.S. competitiveness results from a complex web of factors that require definition and thorough analysis prior to action. On the other hand, one is reminded of George Bernard Shaw’s comment that put end to end, all the economists in the world couldn’t reach a conclusion.

In an increasingly competitive environment, providing top value for a price is a rapidly moving target. To sustain growth, a firm has to refine current products continually as well as introduce new ones faster than its competitors. As the competition heats up, product life cycles shorten. Shorter life cycles mean that whoever gets there first garners the bulk of market share while the remainder are left to compete on price. Those who are late find that the product life cycle ends too soon after introduction, thus making the cost of each development quite expensive.1

Witness the trials of the U.S. auto industry. Sales incentives and rebates were originally designed to manage end-of-life product transitions; they were a vehicle to stimulate sales and thus avoid large write-downs of outdated inventory. Over the years, rebates have been used earlier and earlier in a cars lifetime, to the point that some actually start with the introduction of the new model. What happened? As foreign competitors turned up the heat, U.S. models quickly lost their remaining competitive advantage, so that they were almost outdated at the time they were introduced. Once a product or service’s perceived value is no longer inherently compelling, price becomes the primary basis for competing. One has only to look at the enormous losses in the auto industry to understand the futility of price only competition.2

The competitive pressure also propels greater product differentiation. Most markets have segmented into smaller markets, with the result that there are now more products than before and less revenue per product. If increased development speed is achieved solely by allocating more resources to each individual effort, then the firm must limit the number of new products it can afford to develop for the same cost. Without a significant improvement in development productivity, some markets must be abandoned to provide resources for the remaining ones.

The picture is not all doom and gloom. Several competitors have stepped up to this challenge successfully. Hewlett-Packard has continued to dominate the desktop computer printer market by regularly upgrading its product’s price/performance ratio ahead of domestic and international competition. Quantum Corporation, a leading disk-drive manufacturer, has become a major turnaround story as it has added speed to already strong capabilities in product performance and quality. Federal Express and Cable News Network have created businesses that use speed as their primary operating premise. Each of these companies shares one thing in common: the ability to operate in fast cycle time (FCT).3

The basic premise of FCT is shortening the overall business cycle, which begins with the initial identification of a customer s need and concludes with the receipt of payment for the product shipped or service delivered. The overall cycle is composed of many subcycles (the new product development cycle, production cycle, sales cycle, hiring cycle, and so on) and repeats itself based on how well the product or service continues to meet customers’ needs. The business expands or contracts based on how well it continues to satisfy their needs over time.4

Every time the business completes a full cycle, it accumulates raw data about the relationship between itself and its customers. How fast this data is transformed into learning determines the rate at which the organization can adapt and change. Cycle time advocates assert that learning is at the heart of a sustained competitive advantage. FCT competitors are fast not because they handle complexity any better than their competition, but because they consistently strive to eliminate complexity whenever possible. Complexity and speed do not mix. FCT is based on the premise that business is basically simple to understand; it’s just extremely difficult to execute. Rule 1: The competitor who consistently, reliably, and profitably provides the greatest value to the customer first, wins.

There are no other rules.

FCT and New Product Development

To date, the majority of cycle time improvement efforts have been in downstream operations. Projects are easier to launch there, because the work itself is tangible. For example, there have been many successful applications of FCT to order-fulfillment processes and manufacturing.5 An order can easily be tracked through the entire system until fulfillment; even when it gets lost in a bureaucratic quagmire, the order ticket itself provides a tangible target. The same occurs in manufacturing, where parts are tracked from the moment they land on the receiving dock to the time they reach the shipping dock in the form of a final product. Depending on the particular business, these may provide the highest leverage points for improvement. In those cases, these opportunities should be pursued.

In many businesses, however, this is not the case. For example, the manufacturing cycle time for a car is less than a day, whereas the development cycle time for a new automobile in the United States is approximately 48 months. By moving FCT upstream, one begins to achieve significant leverage. The root cause of major manufacturing cycle time improvements begins with product and process design. Design for manufacturability and design for assembly provide enormous leverage to reduce manufacturing cycle time.

Focusing on new product development extends FCT process improvement into knowledge work. Although many who have been successful with FCT in manufacturing suggest that the same methods can be used, experience suggests otherwise. The principles are valid, but knowledge work uses a fundamentally different process than manufacturing; hence it requires a different approach to cycle time improvement. For example, product development lacks the predefined statement of outcomes or established processes that manufacturing has. One knows what the car is supposed to look like and how it should be built before it starts down the assembly line, whereas no one knows what the design is supposed to look like in the styling studio. In contrast to the repetitive routine of production, knowledge work has a large, nonroutine component to it. This requires a modification in cycle time reduction methodology. This book will focus on how to achieve fast cycle time within new product development as a vehicle to extend its leverage upstream.6

For those readers whose interest is in downstream operations, this book will help you for several reasons. First, although the proportions are different, the amount of knowledge work in manufacturing is increasing daily. In several industries, manufacturing process development is more knowledge intensive than product development. Second, although FCT techniques that work well in downstream tangible processes do not translate well upstream, the reverse is not true. FCT techniques that work with intangible upstream processes provide a good starting point for downstream cycle time reduction. Third, major downstream cycle time problems often are caused upstream. By understanding the differences in implementation, one can exert greater influence.

One cannot expect current products to carry the burden of a company’s growth indefinitely. New products and services become the seeds that fuel continued growth. As customer needs and technologies change, products and services that at one time created competitive advantages eventually become liabilities. To become a market leader over time, one has to increase the value delivered to the customer constantly by rapidly introducing new products and services that refresh current offerings and add to them.

The success of Japanese autos in the United States is tightly linked to the value built into new products such as the Lexus and Infinity models. These new product lines have helped Japan to displace Germany as the country’s largest volume source of imported luxury cars. Citibank leapt to the top of U.S. mortgage lenders by introducing a mortgage program based on fifteen-minute approval cycles. Even the rapidly growing computer market has seen companies like Sun Microsystems join the Fortune 500 by offering the latest performance before such traditional competitors as IBM or Digital Equipment Corporation.

As suggested by Wheelwright & Clark, new product development reinvigorates an organization internally.7 It is the channel through which new ideas are introduced to the enterprise that challenge existing assumptions about what customers value. The process energizes and changes us in the same way that young children do in our families and personal lives. Just as children moving on and being successful in the world creates proud parents, successful products bring attention and credit to the firm.

The value of an FCT product development strategy is beginning to be more and more accepted by business leaders. But there is little written that describes the path one takes to transform an organization from a slow, traditional, functionally based product developer to a fast, network-based development dynamo. Although our examples focus on new product development, the principles apply to service development and other value delivery process.

Why Has Speed Become a Competitive Requirement?

Speed was not always a requirement. In fact, as long as every competitor marches to the same beat, speed isn’t necessary. It becomes a competitive requirement when someone marches faster and they are rewarded for it. Such is the Federal Express story. As a graduate student, founder Fred Smith conceived the idea of overnight small-package delivery. At that time, no one was clamoring for such a service. In fact, existing air freight companies were astounded at the high rates Federal Express initially quoted. Using outdated pricing models based on weight and size, traditional air freight suppliers laughed at Smith s idea.

Herein lies the heart of why speed has become a competitive requirement. As long as the global rate of change continues to accelerate, the competitor who not only recognizes the change but acts on it can achieve a competitive advantage. To be sure, Smith’s Memphis single-hub concept was daring at that time. Today, not only does Federal Express use a hub system, but so do most of the domestic passenger airlines.

There are four domains of change that drive the requirement for faster cycle times. The first is the dramatic increase in global competition. To underscore this, let’s quickly roll back the clock to the 1950s. At that time, the United States dominated every global market it chose to play in, as well it should have. Germany and Japan were decimated by World War II, as was Europe at large. In addition, the cold war artificially divided Europe into east and west. And what we think of today as the Third World was what might well have been termed the Fourth World on a comparative basis; it was truly underdeveloped in economic and educational terms. In short, the United States was not a better global competitor—it was the only global competitor. Add the fuel of a huge, pent-up domestic demand, and one can readily imagine how these times gave birth to the long-running Broadway show How to Succeed in Business Without Really Trying.

Contrast those days with the 1990s. Japan is the acknowledged global economic powerhouse, Germany is reunited, and the European Economic Community is the largest single market in the world. The developing or Third World is truly that, and membership has rotated as such countries as Singapore, Taiwan, and Malaysia transform themselves into bustling economic centers. In short, the global economic environment is once again robust and vibrant. When the competitive environment heats up, players seek any advantage they can. Speed is one such advantage.

This can be readily seen in the personal computer (PC) industry. For example, during the 1980s, branded manufacturers such as IBM and Compaq dominated the PC market. As the 1990s began, the underlying technology and manufacturing processes became sufficiently stable that the established brands no longer justified the premium price they historically commanded relative to the “no-name” clones. The added value of buying IBM and Compaq was no longer a better deal than picking up a Taiwanese clone such as Acer. Almost overnight, customers’ concern about buying clones disappeared. They voted with their dollars, and IBM and Compaq experienced major drops in revenues, market share, and stock price. Once established as legitimate providers of quality machines, the clone manufacturers continued to gain share by providing the latest features faster and cheaper than the majors. In the portable segment, Toshiba was the first to provide affordable color and a broad line of lightweight models in the market created by Compaq. Clone manufacturers now dominate the market for laptop and smaller personal computers.

This example is dramatic, but hardly unique. Global competition has turned the competitive standings in the auto industry upside down. Even where the United States still holds a dominant market share, as in the commercial aircraft industry, there are such significant competitors as the European consortium, Airbus Industries. In July 1992, United Airlines placed a multibillion dollar order with Airbus instead of Boeing, its historical supplier. Add to this the unrealized potential from the fall of state-controlled economies in Russia and Eastern Europe, and there is little question that competition will continue to increase.

The second change driving FCT is the accelerating pace of technology development. Technology enables us to make more intelligent products that require less space than ever before. Think about where color vacation pictures were developed twenty years ago. Many people sent them to Kodak’s film processing laboratories using prepaid mailers. About ten years ago, Fotomat appeared, along with supermarket and drugstore photo finishing. Today, there are one-hour photo finishing outlets throughout the world, and the free-standing Fotomat store has nearly disappeared. What enabled this to happen? The equipment required to turn film into prints no longer fills a factory; it fits in the corner of a store and is almost totally automatic. Intelligence and miniaturization are being built into cameras, microwaves, cars, and even toilets now sold in Japan.

Note that these changes are driven not by breakthrough technologies but by the refinement of existing technologies. The competitor who incorporates technology that makes its product or service more attractive first sets a new standard for others to follow. This is what Sony did when it shrank the stereo tape recorder into a Walkman.

The third change driving FCT is the rapid growth of global educational parity. Be it through their attendance at U.S. universities or through the development of local universities, students around the world have ready access to technological advances. For those that have made it to the university, a Third World residence no longer dictates an inferior education. The differences that remain are often compensated for by electronic, real-time access to the latest journals and symposiums, regardless of locale.

The increased rates of technological change and educational parity feed on each other. As frequently described by futurists, the half-life of a college education shrinks inversely in relation to the discovery of new knowledge. Thus, a current computer science graduate student in New Delhi may have a better understanding of the methodology required to test object-oriented software than the thirty-five-year-old programmer sitting in Hewlett-Packard’s Palo Alto facility.

The implication is serious. Adding value was historically a process of applying muscle to materials; today, it is one of using brains to produce new knowledge. And since this knowledge becomes widely available to everyone more quickly, catching up to or leapfrogging a competitor happens easiest where technology advances most rapidly.

The last and potentially most critical factor fueling speed as a competitive requirement is that major corporations have been successful using the fast cycle time strategy. Sun Microsystems now dominates a market created by others simply by introducing increasingly powerful workstations much faster than either of its competitors. Toyota, Nissan, Mazda, and Honda have all gained market share and reduced costs because of their ability to develop new cars faster than Detroit.

Although the impact of time to market is the lifeblood of high-technology companies, FCT success stories are not limited to these firms. The crux of the strategy rests on understanding how speed adds value for your customers. Dominos Pizzas success is driven by a conceptual breakthrough, not a technological one. It simply challenged the traditional thinking in its industry regarding the cost-benefit equation of fast delivery. The impact on competitors has been enormous: in the early 1990s, it is hard to find a pizza chain (such as Pizza Hut, Round Table, or Little Caesar’s) that does not offer delivery.

The consequences of not being fast are also increasingly clear. New products and service create the next generation’s revenues. Regardless of how successful your current portfolio of products and services is, your destiny is inextricably tied to what you have under development. Those who lag lose market share and profits. Most importantly, once behind, they have to scramble even faster than the fastest competitor in order to catch up.

For example, Lotus Development Corporation’s 1-2-3 program literally owned the PC-compatible spreadsheet market. Its inability, however, to introduce rapidly an updated version with enhanced graphics enabled Borland’s Quattro and Microsoft’s Excel software to gain 52% of that market, representing $473 million8 in sales in a little less than three years. The sluggishness of Lotus opened the door to credible competition in a market where there literally wasn’t any. The same story holds true for the more mundane domestic soup market. A handful of Japanese and Korean companies (such as Nissin) stole $685 million of that $2.4 billion market from Campbell’s by introducing their inexpensive dry soups, made using thin ramen noodles, before Campbell’s or the U.S. dry soup leader, Lipton, could react.

One doesn’t need to be a rocket scientist to see the trends forming. What may initially appear as a slight loss in market share can rapidly escalate to downsizing and layoffs. One only has to look at the number of Fortune 500 companies that have downsized over the last five years to confirm this. Is slow product development the exclusive cause of the U.S. competitive downfall? Certainly not, but this country’s inability to develop and introduce new products rapidly rests within the “critical few” key problems and thus deserves our strategic attention.

What Are the New Rules, and How Do We Change?

Late in 1986, the Massachusetts Institute of Technology convened its first commission on a major national issue since World War II. The purpose was to address the decline in U.S. industrial performance, which threatened the nations economic security. The summary of that report9 cited six factors found in common among U.S. corporations that were successful global competitors:

Simultaneous improvement efforts in quality, cost, and speed

Closer ties to customers

Closer ties to suppliers

Integration of technology into manufacturing and marketing strategies, linked to organizational changes that promote teamwork, training, and continuous learning

Greater functional integration and less organizational stratification

Continual training

The list is not surprising, nor is it very controversial. What is missing from this list and most others like it is a clear strategy of how to lead one s company from today’s behaviors to tomorrow’s. That is the goal of this book.





Fast Cycle Time
The Basics


This chapter defines the fast cycle time strategy and details its key ingredients. The reader will learn about the core elements of the strategy and the characteristics world-class FCT leaders share in common. First, let’s sharpen our understanding of what fast cycle time is.

Fast cycle time is the ongoing ability to identify, satisfy, and be paid for meeting customer needs faster than anyone else. There are several key words or phrases in this definition. The first is ongoing ability. Because the race for leadership is never over, single-shot cycle time reductions do not provide a sustainable competitive advantage. Instead, FCT must become a way of life. Competitors who continuously improve their cycle times will pass those who pause to relax.

Every employee has to be continuously involved to make FCT an ongoing ability. Involvement begins by managing time as we do other resources, such as capital and people. Although no one likes to waste time, it is rarely viewed or managed as a competitive resource. As a first step, time-based performance measures are required throughout the organization. Next, all employees should be trained how to analyze work processes to eliminate non-value-added work from their specific area. Using our product development focus, human resources might measure how long it takes to recruit and assimilate a new development engineer. It would then analyze the recruitment process and design improvements that would reduce the time it takes to recruit and assimilate technologists.

A central implication is that the time devoted to cycle time analysis and improvement has to be considered work just as much as the time spent designing the product itself. In product development, most people limit the definition of work to those tasks that produce drawings, prototypes, or the like. FCT organizations expand the scope of development work to include the analysis and redesign of the development process.

The next keyword is identify. FCT is the responsibility of all organization functions from the start of the business cycle through the end. In fact, the cycle actually begins when the customer has an itch that goes unscratched. Organizations march to the pace of the company clock, whereas the market place marches to the market clock.1 The market clock begins ticking whenever customers have needs that are not met, and the company clock starts when it takes the first action to meet those needs. FCT leaders try to eliminate any delay between the starting of those two clocks.

For example, in the nascent days of the personal computer, users did not cry out for an easy-to-use graphical interface. Xerox’s Palo Alto Research Center created the first graphical user interface, which Apple later introduced in its Macintosh. Apple recognized the need and pursued introduction. After the Macintosh’s success established the importance of the graphic interface, Microsoft began development of its PC-based Windows product. Apple’s company clock ran closer to the market clock than those of any of its competitors. It responded to the customer’s itch before it was a clearly articulated need. By definition, the market window for the graphical interface was already open, otherwise the Macintosh could not have been successful. The first successful product introduction confirms that the market exists; it doesn’t create it.

Indications that the company clock has started ticking are typically symbolic, such as assigning a project code name, budget numbers, equipment, or personnel. The company clock dominates thinking inside the company and sets the pace of daily activities and due dates. Delays that are acceptable to the company clock, though, are rarely tested against the market clock. For example, a project review may be delayed because of travel schedules, or testing may take longer because the test chambers have to be shared with other projects. The market clock reappears when a competitor introduces a similar product before you do. Typically, a competitor’s success tells when one has missed the market clock.

Sales and marketing departments are the champions of the market clock within the FCT organization. Although many might act as though cycle time improvement in product development is simply an issue for development engineering or manufacturing, this is simply not true. The organization s time to market is governed by the speed at which every function required for product development operates individually and together. The organization that identifies a customer’s itch quicker than the competition does not need to change its development cycle in order to be first to market.

Sales and marketing are not the only players FCT companies expect to identify customer needs. When DuPont technicians visited their athletic shoe customer Reebok, they heard that Nike’s “Air Cushion” heel pad was killing Reebok in the marketplace. Although the visit was for an entirely different purpose, the DuPont technicians suggested a competitive solution that embedded rubber tubes in the heel of the shoe. The solution was implemented and Reebok regained several share points, plus DuPont sold more product. Similarly, in technology-based businesses, technologists must often educate customers to the availability, potential applications, and drawbacks of new technologies. To accomplish this, technologists must meet face-to-face with their customers in order to learn and demonstrate how new technologies can be transformed into customer-defined solutions.

Satisfy means that one cannot use FCT as an excuse for inferior product performance or quality. The traditional rule of thumb that says rapid product development will cost more and degrade quality is long dead. World-class FCT competitors such as Toyota have clearly demonstrated that speed does not have to sacrifice quality or cost. As the reader will see, speed can create a focus that actually improves quality and reduces cost.

Paid has two dimensions. First, FCT companies focus on completing the entire business cycle quickly Less outstanding receivables means more cash in hand to invest in future products and services. More importantly, paid certifies that the customer prefers your product over others. Customers vote with their wallets. Every time a customer chooses your product, he or she is effectively saying that you offer greater value than the competition. Conversely, when one selects a competitor’s product, he or she is sending you a message that must be heeded. The best assessment of long-term customer satisfaction is sustained market share growth.

Faster than anyone else reflects the intensity and growth in global competition. If there is a foreign competitor who is faster, it is only a matter of time before that competitor enters one’s local market and potentially dominates it. Detroit and the semiconductor industry have learned this lesson the hard way.

Core Elements of the FCT Strategy

The FCT strategy is based on four fundamental principles. These principles are reflected in the daily practices of successful FCT competitors. Though on the surface they may appear obvious, the seriousness with which they are taken is absolutely central to a company’s ability to operate in fast cycle time.2

Business Strategy and Organization Are Driven by What Adds Value to Revenue: Paying Customers

The business of business is to provide customers the maximum value for a price. FCT organizations define their business strategy and structure their organization based on the processes that deliver value to their customers. We call these value delivery processes. They constantly work with their customers to hone and adjust their definition of value added as markets and technology change. As changes occur, they do not hesitate to adjust strategy or structure to be in alignment with the new definition.

This contrasts with traditional organizations, which start with the customer but muddle their strategy and operations by giving other stakeholders (such as employees or stockholders) equal weight. This is a trap that quickly turns the organization inward. Let’s examine the employee element first.

When organizations are small it is easy to keep employees focused on the customer. As organization mass grows, the percentage of employees that have direct contact with customers grows increasingly smaller. Soon, the vast majority of employees spend most of their time serving other employees. The aggregate needs of employees increase to the point where they seemingly equal or surpass those of revenue-paying customers. In a relatively short time, the focus shifts from serving the customer to serving each other. Absurd as this sounds, it is a familiar phenomena that is in part reflected in the new language of “internal customers.” Most internal customers generate cost; not revenue.

There is only one customer who defines value added, and that is a revenue-paying customer. Although internal transfer prices may make some internal customers into revenue-paying customers, be careful. Transfer price politics often becomes a game in itself and distracts one from the customer at the end of the value chain. Only customers outside the boundaries of the organization provide revenue that ultimately generates profits.

Stockholders benefit when a firm defines its strategy and structure based on adding value to its customers. Stockholders want a strong return on equity and consistent earnings per share growth; these two elements ultimately drive the value of stock upward. One is hard-pressed to find a more sustainable method of achieving this performance than by efficiently providing greater value to one’s customers. The stockholder’s long-term interest is met by being successful at the core business.

The FCT competitor concentrates on providing the most value in the shortest time for its revenue-paying customers by focusing on value delivery processes. In turn, this satisfies the long-term needs of investors and provides more opportunities for those who work within the enterprise. Subordinating end customer needs to those of stockholders or employees may quell an immediate problem, but it sets in place a cancer that eventually destroys the organization’s ability to succeed.3

FCT Competitors Continuously Improve the Processes That
Generate Results

Every result a business achieves is the output of a process. Most of management’s time is spent comparing actual outputs to desired or expected results. When a mismatch occurs, focusing people’s attentions on the mismatch itself may be motivating, but it does not provide much insight into what caused the mismatch. FCT organizations treat results that do not meet expectations as symptoms of process errors.

Specific to new product development, FCT companies continually redefine the set of processes at play in the development process, from overall strategy definition to product specification and final execution. “What can we do to reduce the overall development cycle time and increase the time spent adding value?” is asked regularly. Time is the common denominator and helps illuminate quality and cost issues. For example, multiple rework and testing cycles take significant time, cost money and are symptomatic of a poorly understood technology development process.

Traditional organizations, when first undertaking process analysis, often mistakenly make it an end in itself rather than a means for cycle time improvement. For example, a major auto company recognized the need for process improvement and established an internal process improvement unit. The unit sought advice from process improvement experts worldwide and created its own process improvement methodology. Paradoxically, the process improvement process itself was thirty-two steps long! The average process improvement project took six months to complete and was quite painful for those involved.

In contrast, FCT firms limit the scope and complexity of each process analysis and increase the frequency. The more frequent, smaller process studies lend themselves to better implementation because the breadth of change recommended per study is manageable. Large studies produce so many recommendations that change implementation becomes overwhelming and is never satisfactorily completed. The smaller, simpler approach also facilitates keeping the ownership for process improvement within the line organization. This is particularly true in new product development, where the development process itself is much more intangible than production processes.

For example, a division of the same auto firm spent two days building a map of its current development process and a new map that defined the major changes required for 50% reduction in development time. The meeting involved more than 150 line managers from 13 development teams. Within the two days, the top issues were identified. Comparison between teams showed there was very little disagreement regarding the major opportunities. They developed improvement plans and implemented the first changes within sixty days. Cycle time improvements in specific subprocesses exceeded 50% within six months.

Fast Cycle Time Competitors Manage Their Business and
Organization as an Interdependent System Using Cycle Time Measures

FCT competitors focus their attention on understanding how their markets strategy, and organization operate as a system of interdependent structures rather than as a collection of independent elements. Under most circumstances, rapid product development depends more on managing the connections between the involved functional disciplines than it does on increasing the capability of the individual functions.

By using cycle time as a central measure, FCT competitors highlight deficiencies that may be hidden between functions in a traditional organization. For example, let’s say engineering reduces its cycle time for first prototypes from twelve weeks to six. If test engineering still requires sixteen weeks for test development, engineering itself may be off the critical path, but overall cycle time doesn’t change. The goal is to reduce total system cycle time rather than changing the critical path of tasks. Fast cycle time development is always limited by the slowest element in the development process.

Likewise, the ability to bring leading-edge products to market is often more dependent on access to suppliers possessing advanced technologies than it is on internal development capabilities. When Toyota introduced FCT into manufacturing, it found that the barrier to further cycle time improvement was outside the traditional boundaries of the organization. It worked with its supply base to improve the latter’s development and manufacturing processes in order to continue forward. In contrast to American auto companies, Japanese companies are much smaller in size and rely heavily on the capabilities of their supply base.

Using cycle time measures also provides a quick and painless way to identify and measure defects. To achieve speed, one cannot repeat tasks two, three, or more times. First-time yield is essential for speed. Thus, whenever cycle times grow, one can be confident there is probably rework occurring due to mistakes or defects. By using cycle time as a lightning rod, one zeroes in on defects as they occur. This shortens the time to detect and facilitates defect definition because one is looking at a known problem instead of engaging in an intellectual discussion of what defines a defect in any particular process.

By managing through cycle time, process defects within and between functions are surfaced earlier. Because cycle time can be used as a common measure for every organizational process regardless of function or level, it serves to integrate the organization. Senior management can monitor its decision cycle time, just as line operators can measure their process cycle time. Using common measures such as cycle time and defects (as identified by cycle time delays) keeps the business management process simple. One only has to use two basic measures to ensure that work is done quickly and correctly.

FCT Competitors Deploy Their Ability to Learn and Change
Quickly as a Competitive Advantage

If there is a particularly unique element to FCT, it is the focus FCT competitors place on learning. Fast cycle time companies revere learning as the only truly inexhaustible source of competitive advantage. In Exhibit 3.1, available knowledge refers to the knowledge available inside the firm that can be used to meet domestic customer needs, including product development, manufacturing, distribution, and service. Throughout the 1960s and early 1970s, U.S. auto makers had more available knowledge about what it takes to satisfy domestic customers than their Japanese counterparts. Their dominant market share during this period reflected this. Since the 1970s, the Japanese have learned at a faster rate than U.S. manufacturers. Their ability to learn faster enabled them to become the market leader. In 1992, if one eliminates fleet sales, the Japanese collectively held the largest share of the U.S. auto market.

Even more critical are the requirements for U.S. manufacturers to catch up. The slope of each line shows the learning rate. Once the crossing point is passed, the trailing competitor must increase its rate of learning to a rate faster than that of the leading competitor. This is illustrated by arrow (a).

[image: Image]

EXHIBIT 3.1

Upstream cycle time reductions place the greatest importance on learning speed. For example, the development process creates new knowledge from raw data. The rate of knowledge production is limited by how fast the organization learns. Therefore, as one moves cycle time reduction upstream in the organization or business cycle, the importance of learning becomes even greater.

A sustainable FCT capability can be achieved only by learning faster, not by working faster. If one only doubles the speed of the current work process the only guaranteed outcome is that there will be twice as many mistakes in the same time. FCT requires that one increase the rate of learning particularly on those processes that deliver value to revenue-paying customers. Although the focus here will be the product development process, the FCT concepts are applicable to any process.

FCT requires a fundamental reframing of the role of learning in business For the most part, organizations do not discuss the learning process itself nor is it a subject in our individual lives. Organizational and personal learning focus on the subject matter rather than the learning process that we use to ingest it. The focus on the learning process is a relatively new emphasis in organization strategy.

As long as changes in technology continue to fuel global competition, those competitors who learn how to operate in this new manner will have a significant competitive advantage. As we learn more about successful FCT implementation, it becomes clear that successful implementation of the FCT strategy requires a systemic integration of new values, processes, goals, and rewards into the core work processes in order to increase the rate and speed of organizational learning. The learning itself must be targeted to adding value, as defined by the end customers, and systematically improving the processes that deliver value.

What Fast Cycle Time Is Not

Say “fast cycle time” to an engineer, and the default translation is “work faster.” The typical mental image is a cardiac stress test: the organization treadmill increases in speed and elevation, while your manager assures you this is good for you and the company The engineers’ fears are not misplaced. Too often, management simply demands shorter development schedules. Everyone has been through the routine of generating bottom-up schedules only to have management say “not quick enough” and establish its own arbitrary completion dates. One has to educate people at all levels about what is required to become an FCT competitor.

FCT is not compressing today’s activities into a shorter time frame. The only way to increase product quality and reduce cost while concurrently improving product development speed is to fundamentally change the development process itself. Compressing the same activities into a shorter time frame without question will increase errors, escalate costs, and degrade quality. Furthermore, time compression increases risk and reduces flexibility.

FCT is not achieved solely through the use of such new technologies as computer-aided design of manufacturing tools. Effective FCT competitors precede the installation of new tools with a thorough analysis of the current value delivery processes. After the process is redesigned to increase the throughput, support technologies are assessed and implemented that facilitate the new work flow. The different approaches taken by Honda at its Marysville, Ohio, Accord factory and by General Motors at the Saturn plant in Spring Hill, Tennessee, illustrate this point well:

The original Marysville, Ohio plant started up in 1982 by building an existing model, the Accord. Automation was modest; some 35% of the welding was done manually. Honda developed its facilities in stages, adding capacity as demand required and more sophisticated automation as workers became more adept at using it.

Saturn, in contrast, started out trying to design a facility so automated that much of it would run without human workers. But Saturn abandoned much of that goal, partly because other high-tech GM operations simply don’t work.

Moreover, Honda, once it got started, moved faster. GM took more than three years to decide that Saturn should have its own plant and should locate it in Tennessee. Meanwhile, Honda expanded the Marysville assembly plant and began building its Ohio engine factory. Then, in 1985, it launched an all-new Accord, whose development had started before the Saturn project was conceived.

The result: for roughly what GM spent at Spring Hill, Honda got not one but two assembly plants with total annual capacity of 510,000 cars—more than double Saturn’s. Honda also got a factory capable of building almost all the engines, transmissions, and related components needed by its auto assembly operations and its Ohio motorcycle plant.4

We have seen far too many examples, from the General Motors Vega plant forward, of how simply installing computer-aided design or robotics does not produce miracles.

FCT is not simply limiting the number of new product developments in order to increase the speed on the remaining ones. FCT requires both an increase and a sustained improvement in development productivity.

FCT is not the latest managerial fad. One cannot help but be concerned at American management’s penchant for quick fixes. Financial quarters are not the best measure to assess the time it took Toyota to transform itself into a world-class quality leader and an FCT competitor. Properly implemented, FCT is a way of managing. Cycle time becomes the focal point of management attention; it serves as a vehicle that enables corporations to establish a clear simple measurement system that is focused on detecting and correcting problems earlier than traditional “results management” does. Every FCT success story is distinguished by a fundamental change in business strategy, structure, and management focus.
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