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By the end of the third week, all of the raw materils had been purchased.
‘and niial formulations and testng were ready (o begin.In additon,the contract
was ready for signature. The coniract contained a clause specifying that
Peters Company had the right o send an in-house representatve into Corwin
Corporation for the duration of the project. Peters Company informed
‘Corwinthat Patrick Ray would be the in-house representative,feporting 0 Delia,
‘and would assume his esponsibliis on or about February 15,

By the time Pat Ray appeared at Corwin Corporation, West had completed
he firs hreetests. The resuls were no what was expected, but gave promise that
‘Corwin was heading in the right dirccton. Pat Ray's nterpreation of the lests
was compltely opposie o that of Wes_. Ray thought that Corwin was “way off
base” and thal redirection was needed.

Pat Ray: “Look, Dan! We have oaly six months 0 do thi effortand we sbouldn't
‘waste our time on marginaly acceptable data. These are the next fve tess I'd like
105ce performed.”
Dan Wt “Let me look over your request and eview it with my people. That
il take a couple of days, and, in the meanwhile, I'm going (o run the othe two
tests a planned”

Ray's amogant atitude bothered West. However, West decided that the
project was too importantto “knock heads™ with Ray and simply decided o cater
0 Ray the best he could. This was not exactly the working relaionship that West
expected to have with the in-house representaive.

‘West reviewed the fost data and the new lest marix with engineering
personnel, who fet hat the test data was inconclusive as yet and prefered 0
withhold their opinion unil the fesuls of the fourth and it test ere made
‘available. Altnough this displeased Ray, he agreed 1o wait  few more days f it
meant geting Corwin Corporation on the right track.

“The fourth and fith tesi appeared o be marginally acceplable just s the
st three had been. Corwin's engincering people analyzed the data and made
the recommendatins.

West: “Pa, my people feel thal we're going in the right direction and that our
path has greater prormise than your est matrix”

Ray: “As long as we're paying the s, w'r goin f havea say in what ess
areconducted. Your proposal stated that we would work ogeter indevelopng the
othe est condiions. Let's g with my test marx. v aleady repored bock to
my boss thatthe fist fve st were Falures and thal we're changin the diecion
of the poject”




image8.png
West:  “T've already purchased $30,000 worth of raw materials. Your malrix uses
other materials and will require additonal expenditures of $12,000”

Ray: “That’s your problem. Pechaps you shoulda't have purchased all of the
raw materials until we agreed on the complete est malrix.”

During the month of February, West conducted 1 tests, allunder Ry’ direc-
on. The tess were scattred over such a wide range tha 10 valid conclusons could
e drawn, Ray continued sending rports back to Deliaconfiming tha Corwin was
ot producing beneficial reslts and there was o indication hat e sitution would
reverse tsef. Delia ordered Ray 10 take any sieps necessay 1o ensure a suceessful
‘completion of the project,

Ray and West met again asthey had done for ach of the past 45 days o dis-
cuss the status and diection of the project.

Ray: “Dan, my bossis puting tremendous pressure on me for esuls, and thus
far T've given him nothing. 'm up for promotion in @ coupl of months and I can't
et this project stand in my way. 1's ime o completely redirct the project”
West: “Your redirection of the ativitesis playing havoc with my scheduling.
I'have people in other departments who Just cannol commit o this continual
rescheduling. They blame me for not communicating with them when, in fact,
P'm embarrassed to”

‘Ray:  “Everybody has thei problems. We'll g his problem solved. I speat this
morming working with some of your 1ab people in desiging the next 15 ests.
Here are the test conditons.”

West: I cenainly would have liked {0 b involved with thi. After all, I thought
I'was the project manager. Shoulds't 1 have been a the meeting?"

Ray: “Look, Dan! I reall like you, but I'm not sure that you can handle this
project We need some good esuls immediately, of my neck will b stuck out fo the
next four months. 1 Gor’t want that. Just have your b personnel tart on these ess,
‘and well gt along fne. Also, P planning oA spending a great dealof e n your
1ab are. 1 want 0 observe th tsting personally and talk 1o your b persomnel”
West:“We've aleady conducted 20 tets, and you'e scheduling another 15 tests.
Ipriced outonly 30 ets i the proposal. We'reheading for  costoverrun condiion™
Ray: “Our contract s a firm-fxed-price effort. Therefore, the cost overrun is
‘your problem™

‘West met with Dr. Reddy o discuss the new direction of the project and

potential cost overruns. West brought along a memo projecting the costs through
he end of th third month of the projec (see EXhibit ).
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Reddy: “T'm already overburdencd on other projects and wor't be able o help
‘you out. Royee picked you to be the project manager because he fel that you
could do the job. Now, don't et him down. Send me 2 brief memo next month
explaining the situaion, and 'l see wha I can do. Perhaps th situation will or-
roct sl

‘During the month of March, th third month of the project, West received
almost daily phone cals from the peopie in the Iab stating tht Pai Ray was inter-
fering with theirjob. In fuct, one phone call stated that Ray had changed th test
condifions from what was agreed on in the ltes test matrix. When West con-
fronted Ray on his meddling. Ray asserted that Corwin personel were very
unprofessional i thei atitude and tha he thought this was being carricd down
0 the testing as well. Furthermore, Ray demanded that one of the functonal
employees be removed immediately from the project because of incompetence.
‘West staed that e would talk 10 the employee’s department manager. Ray, how-
exer, fel that this would be useless and said, “Remove him or ele!” The func-
onal employee was removed from the project.

By the end of the third month, most Corwin employees were becoming dis-
enchanted with the project and were looking for other assignments. West aiib-
uted this 1o Ray's harassment of the employes. To aggravate the situaton even
further, Ray mel with Royce and Reddy, and demanded that West be emoved and
 new project manager be assigned.

Royce refused 0 remove West a5 project manager, and ordered Reddy [0 take
Charge and help West et the project back on track.

Reddy:_“Youve kept me i the dark concemning this project, West. If you want
me (0 help you, a5 Royce requested, 'l need al the nformalion tomorrow, espe-
cially the cost data. 'l expect you in my offce lomorrow morning at 5:00 AM.
Il bl you out o tis mess.”
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‘West prepared the projected cost data for the remainder of the work and
presened the results to Dr. Reddy (see Exhibit IV). Both West and Reddy agreed
hatthe project was now out of control, and severe measures would be required
o correct the situation, in ddition 1o more than $250,000 in corporate funding.

Reddy: “Dan, Pve called a meeting for 10:00 A with several of our R&D peo-
ple 10 completely constructa new test malrix. This i what we should have done
rightfrom the start”

West: “Shouldn’t we invit Ray (o atend this mesting? I'm sure he'd want 0 be-
imvolved in designing the new st malrix.”

‘Reddy: ' runaing this show now, not Ray ! TellRay that P insituting new
policies and procedures for n-house representalives. He's o longer authorized (o
Visit he lab at his own discreton. He must b accompanied by either you o me.
1 he doesn'Llike these rules, he can get out. I'm nol going (0 alow that guy (o
disrupt our organization. We're spending our money now, not his”

‘West met with Ray and informed him of the s st maiix s wel s he
e policies and procedures fo in-house represcntaivs. Ray was furious over
the v tum of events and satd tht he was retuming 1 Pelers Company for &
meetng with Delia
On the following Monday. Fimel recived a et from Delia stating that
Petes Company wasoffcally canceling he conract, The reasons given by Delia
were s follows:
1. Corwin had produced absoutely no data that looked promising.
2. Corwin continually changed the diretion of the project and did ot
appear 0 have a systematc plan of atack
3. Corwin did nol provide a project manager capable of handiin such 3
project

ExhibitIV._Estimata of tota project
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4. Corwin did not provide sufficient support for the in-house representative.
5. Conwin's top management did not appear 0 be sincerely nteresied in the
project and id not provide suffcient exccutve-level support.

Royce and Frimel met to decide on a course of actionin oder o susain good
‘working reltions with Peters Company. Frimel wrote 4 strong leter refuting all
of the accusations in the Peters letter, but 10 1o aval. Even the fact that Corwin
was willing 0 spend $250,000 of ther own funds had no bearing on Delias deci-
sion. The damage was done. Frimel was now thoroughly convinced that a con-
tract should not be accepted on “Pearl Harbor Day.”
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By June 2003, Corwin Corporation had grown nto 2 $950 milion pr year corpoa-
on with an intemational reputaion for manufcturing ow-cos, high-qualty rubber
‘components. Convin maintained more than a dozen different product fnes, all of
‘which were s0ld 3 ff-the shelf items in department siores, hardware stores, and
‘aomotive parts distbutors. The name Conwin was now synonymous with “qualty”
“This provided management with the luxary of having products tha maintained
extremely long lfe cycks.

Organizationaly, Corwin had maintined the same structure for more than
fifteen years (see EXhibit 1). The top management of Corwin Corporation was
highly Conservative and beieved in using a markeling approach 1o ind new mar-
Kets for existing product lines rather than explorng for new products. Under this
philosophy, Corwin maintaincd a small R&D group whose mission was simply (o
evaluat sate-of-the-ar echnology and is application o existing product lncs.

‘Corwin'sreputation was 50 good thl it continualy eceived inquiis about the
manufacturing of specialty products. Unfortunaely, the consenaiive nalure of
‘Corwin's management created "0 oot fock the boat” amosphere opposed o k-
ing any type o Aisks. A management policy was esablished 1o evaluat allspialy-
product equests. The policy requird answeing yes o the following questons:

® Wil the spectaly product provide the same profit margin (20 percent) as
existing product ines?

e 207
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‘@ Whatis the total projeced profitability o the company i erms of folow-
on contracts?
@ Can thespecialty product be developed ino a produc line?
Can the spectaly product be produced with minimum disruption 0 exist-
ing productlines and manufacturing operations?

“These stingent roquirements forced Corwin 0 no-bid more than 90 percent
of all spectaly-product inquries.

‘Corwin Corporation was 2 marketing-driven organization, although manu-
Facturing often had different ideas. Almost all decisions were made by marketing
with the exception of product pricing and estimaling, which was 2 joint under-
taking between manufzcturing and marketing. Engincering was considered as
merely a suppor group to marketing and manufacturing.

For specialty products, the project managers would always come out o mar-
Keting even during the R&D phase o development. The company’s approach was
hat If the specialty product should mature ato  full product lie, then there
Should be a product line manager assigned right at the onsel.

‘THE PETERS COMPANY PROJECT

In 2000, Corwin accepted a specialty-product assignment from Peters Company
because of the potentalforfoowon work. In 2001 and 2002, and again n 2003,
profitabe follow-on contracts were feceived, and a good working relationship
developed,despite Petes’ reputation for being 2 difficull customer 10 work with.
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On December 7, 2002, Gene Frimel, the vice president of marketing at
‘Corwin, received a raher unusual phone call from Dr. Frank Deli, the market-
ing vice president a Peters Company.

Frank Delia: “Gene, | have a rather strange problem on my hands. Our R&D
group has $250,000 committd forresearch toward development of 2 new rubber
product material, and we simply do not have the availble personnel o talent 10
undertake the project. We have (o go ouside. We'd ike your company 10 do the
‘work. Our testing and R&D faclities are already overburdened.”

Gene Frimel: “Well, as you know, Frank, we are not a research group even
though we’ve done this once before for you. And furthermore, | would never be
able o sell our management on such an undertaking. Let some other company do
the R&ID work and then we'l {ake over on the production end.™

Delia: “Let me explain our position on this. We've been burned several imes in
he past. Projects ke this generate several patents, and the R&D company almost
always reqires thal our contracs give them oyalties or first efusal for manu-
Facturing rights”

Frimel: “1 understand your problem, but i’s not within our capabilities This
project if ndertaken, could disruptpartsof our rganization. We're already oper-
ating lean in engincering.”

‘Delia: “Look, Gene! The bottom e s tis: We have complete conidence n your

manufacturing ability tosuch a oint that we're willng 0 commit 1 a fve-year pro-
ducton contract i the product can be developed. That makes t exiremely profiable

for you”
Frimel: *You've just gotten me interested. What addional detals can you give
S

Delia: “Allcan give you s  rough setof prformance specifications that we'd
like (0 meet Obviously,some trade-offs are possible”

Frimel: “When can you ge the specification sheet o me?”

Delia: “You'll ave it tomorrow momming. 'l ship it overnight express.™

Frimel: “Good! 'l ave my people Iook a it, bu we wor'Lbe abl (0 get you
an answer untl after the frst of the year. As you know, our plant s closed down
for the last w0 weeks in December, and most of ou people have aready lef for
extended vacations”

Delia:“That's not acceplable! My management wants a signed, seaed, and
delivered contract by the end of this month. If this is not done, corporate will
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‘reduce our budget for 2003 by $250,000, thinking that we've bitten off more than
e can chew. Actualy, I nced your answer within 48 hours o that 'l have some
me 1o ind another source.”

Frimel: “You kaow, Frank, oday s Decerber 7. Pearl Harbor Day. Why do |
Feelas though the sky is sbout (0 all in?”

Delia:“Don't worry, Gene! I'm not going (0 drop any bombs on you. Just
cemember, all tnat we have availabl i $250,000, and the contract must be a irm-
fixed-price effort. We antcipat a six-month project with $125,000 paid on con-
tract sigaing and the balance a projec termination.”

Frimel: 1 sl hav that ominous feeling, but 'l alk to my people. You'l ear
ffom us with a go or no-go decision within 48 hours. 'm scheduked 0 g0 0n @
cruise in the Caribbean, and my wife and | are leaving this evening. One of my
‘people will get back to You on this matter”

‘Gene Frimel had a problem. All bid and no-bid decisions were made by a
Four-man commitice composed of the president and the thce vice prsidents. The
president and the vice president for manufacturing were on vacaton. Frimel met
with Dr. Royce, the vice president of engineering, and explained th sitution.

Ropce:*You know, Gene, 1 otally suppor projcts ke tis ecause it would
heip our technical people grow intellecualy. Unforunatly. my vote never
appears o caryany weight”

Frimel: “The profitabity potetal s well s the desclopment of ood cusomer
relations makesthis atrscive, but I'm no sure we Wan 0 cceptsuch sk, A
Filurecould eaiy destoy o good workin relationship wih Pters Company”
Ropce: T have t ook at the speifcation shees before ssesin th risks,
but 1 would ke o give it shoL”

Frimel: “T'll ey o reach our president by phone.”

By ate afteroon, Frimel was fortunate enough t be able o contactth pres-
dent and received a feluctant authorzation to proceed. The problem now was
how (0 prepare a proposal within the next two or trce days and be prepared o
make an oral presentation 0 Peters Company.

Frimel: “The Boss gave hs blessing, Royce, and the ball s in your hands. I'm
leaving fo vacation, nd you'll e toalresponsibility for the proposal and pre-
Sentation. Delia wanis the presentation this weekend. You should have his speci-
Fication sheets omomrow morning.™
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Royce: “Our R&D director, Dr. Reddy. left for vacation this moming. I wish he
iere here to help me price out the work and select the project manager. | ssume
ha, in this case, the project manager will come out of engineering raher than
marketing”

Frimel: - *Yes, 1 agree. Marketing should nothave any roe n hi effort. I’ your
baby all the way. And as for the pricing effor, you know our bid will be for
'5250,000. Just work backwards o justify the numbers. 'l asign one o our con-
acting people 1o assit you in the pricing. | hope I can find someone who has
experience in thi type of effort. 'l call Delia and tll him we'll bid it with an
unsolicited proposal.”

Royce selected Dan West one of the R&D scientists, (0 act 1 the project
leader. Royee had severe feservations about doing this without the R&D director,
Dr. Reddy, being actvely involved. With Reddy on vacation, Royce had to make
an immediate decision.

On the following moraing, the specification sheet arived and Royce, West,
‘and Dick Potts, 2 contracts man, began preparing the proposal. West prepared the
direct Iabor man-hours, and Royce provided the costing data and pricing rates.
Polts, being completely unfamiliar wih this type of effrt, simply acted as an
observer and provided legal advice when necessary. Pots allowed Royce to make
alldecisions even though the contracts man was considered the offical fepresen-
tative of the president.

‘Finally completed two days laer, the proposal was acually a ten-page letter
that simply contained the cost summaries (sce Exhibit ) and the engineering
intent. Wesl estimated that 30 tess would b roquired. The test matsix described
the est conditions only for the firt ive (ess. The remaining 25 tes conditions
‘Would be determined at a lter date,fontly by Peters and Corwin personnel.

On Sunday morning, a meeting was held at Peters Company, and the pro-
posal was accepted. Delia gave Royce a letter of intent authorizing Corwin

ExhibitIL._Proposal cost summaries

Direc b and support s 30000

Testing (30 ests 252,000 cach) 50000
Ovetbead at 100% 90000
Macrals 30000
GEA (gereral and adminsrative, 10%) 21000

Tout 31000
Prost o0

Toul 20000
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Corporation to begin working on the project immediately. The final contract
‘would not be available for signing untlLate January, and the letter ofinent sim-
ply staed that Peters Company would assume all costs untl such time that the
coniract was signed or the effort terminaled.

‘West was truly exciled about being selcted as the project manager and being
able 1o nterface with the customer, a luury that was usually given only o the
markeing personnel. Although Corwin Corporation was closed for 6o weeks
over Chistmas, West sl wentin th offce 0 peparethe project schedules and
0 identify the support he would need in the other areas, thinking that f he pre-
sented this information (o management on the firstday back (o work, they would
e convinced tha he had everyihing under conlrol.

‘THE WORK BEGINS

On the firt working day in January 2003, a meeting was held with the thee vice
presidents and Dr. Reddy to discuss th support nceded forthe project. (West was
ot in attendance at this meeting. although all paricipants had a copy of his
memo)

‘Reddy: 1 think we're heading fortroubl in acceping this project. I've worked
with Peters Company previously on R&D efforts, and they're (ough 1o get
along with. West s a good man, but I would never have assignd him as the po-
Ject leader His expertse s in managing internal rather than extemal projects.
But, no matter what happens, Il support Westthe best | can”

Royce: “You're to0 pessimistic. You have good people in your group and I'm
Sure you'll be able (0 give him the support he needs. I'll ry o look n on the
project every s often. West willsill b reporting to you for this project. Try no to
burden him too much with other work. Ths project is important t the company.”

‘West spent the first few days after vacation soliciing the support that he
needed from the othe lin groups. Many of the other groups were upset tha they
had not been nformed earler and were unsure s o what support hey could pro-
Vide. West met with Reddy 1o discuss the fina scheduls.

‘Reddy: “Your schedules ook prety good, Dan. I think you have 2 good grasp
onthe problem. You won' need very much help from me. | have a ot of work 10
o on other actvities, so I'm just going {0 be in the background on this project
Just drop me a note every once ina while tlling me what's going on. 1 don't nced
‘anything formal. Just a paragraph o two will suffice”




