Case study
[image: ]
[image: ]
image1.png
Case Study

“Congratulations, Scolt. You are the new supply.
‘management manager of our new Deere & Com-
‘pany Commercial Worksite Products manufacturing
facilty in Knoxville, TN. As you know, we really need|
your help to make this new faciity fully operational
in 24 months. | am sure you realize that a citical
responsibilty of your new job is to integrate sup-
piiers into the product development process for

our own Deere manufactured skid-steer loader as.
qickly as possible. You will be reporting directly to
me, and | need a proposal from you by the time we
meat next week”

As Scott Nolan ended the call with James Field]

plant manager and his immediate boss, he realized that

this was not a simple request.In his proposal, he knew|

e would need to (a) identity and justify which supp

frs to integrate in the product development phase and

pecify how to structure the interactions with thesel

en suppliers. The recommendations i his proposal

ad to ensure that this new plant wouid be up and run!
ing smoothly by the target date in two years.

DEERE & COMPANY
ere & Company, headquartered in Moline, IL, and
er of the John Deere brand, has more than 1
ears of history, making it one of the world's oldest bus'
enterprises. A well-respected company, Deere &
ipany has a core business portiolio comprised
‘manufacturing, distributing, financing, and servict
ing of agricutural equipment (e.g., combines and trac
ors), construction and forestry equipment (g,
ddders and forkifts), and commercial and consume
Jawn care equipment (e.g, lawn and garden tractors
pnd mowers), as well as other technological products

e skid-steer loader, a small loader with 1,000
5.000-poundHoad capacity, was targeted for construc:
and ground care sites in need of light, versatiia
and easy-handiing land-moving equipment. Deere &
ipany pioneered the skid-steer loader market mord

n 25 years ago, but, subsequently, the compa
ad outsourced the engineering and manufacturing

D Fabizio Saivador It was prepared soley to provide materia
ciive or ineffective handiing of a managerial stuation. The

Early Supplier Integration for John Deere Skid-Steer Loader

New Holland, an independent contractor. Althougl
Holland produced its own line of skidsteer loader

s average market share for the skid-steer loade
/aried between 1 1o 3 percent. Market data indicate:
this market niche was growing at 15-20 perce

increasingly interested in establishing the Deere skid
teer loader as one of the leading worldwide compe
fors in this market niche with a goal of more than trpling
jis market share.
In order to reach such an aggressive goal, Deer
Fealized its market penetration strategy needed to foc
fundamental order-winning criteria in such areas as:

‘ease of use (eg, versatity of load placement)
operational costs (eg, fuekefficiency), and
‘maintenance requirements (eg., self-ubricating pars]
would make the difference between the John Deera
brand and competing products.

Product Range: To better serve customers,
knew that it needed to offer some product varie
as typically required for industral equipment, giver
different usage requirements. Therefore, a range o
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Product Delvery: Deere knew that demonstrating
Skid-loader's versatile functionalty and being able
to demonstrate and deliver the product to the actua
work site was an important sales incentive.
Price: Last but not least, the demand for

s long as engineering and production of D
brand skid-steer loaders were in the hands of a third
party—one that, in fact, competed in the same marke

iche—there would be litie opportunity o gain signi
fant benefits over competing products and product fea
Jures. The same argument held for cost consideratio
naking better delivery and service the only competi
hevantages. Furthermore, expecting market demand fo
kicsteers would increase, New Holland had refused td
Kelladtional production capacity to Deere & Compa
s a resu, Deere & Company deciced that it needed td
egain direct conirol of the design and manufacturing o
fnis potentially lucrative product.

THE “GREENFIELD" KNOXVILLE DECISION
Corporate headquarters approved a capital invest
project of $35 milion dedicated to regaining control o
fhe design and manufacturing of the steer-skid loader]
Imis capital investment decision also approved
placement of the design, manufacturing, and marketing
functions in a new facilty to be buitt near Knoxvil
e mandate was clear—engineer and manufacture
igh-qualty skid-steer loader that would be 20% lo
in costs than that of the best competitor's in two year
nsistent with other identfied order-winning criteria.

SUPPLIER INTEGRATION IN SKID-STEER
LOADER DESIGN

Having worked in supply management for seven yea
Nolan was well aware of the general principle of invol
ing suppliers in product development and manufacturing

Early Suppier Inegraion for John Deere SkidStcer Loader

ost sttuctures, foser prodct development cyce and
educed operational inefficiencies. He believed, ho
er, that not all suppliers needed to be or should
e involved, especially in the early stages of the ne
product development process. Furthermore, involving
Kuppiiers should not be “lip-service” the selected su
pliers should be well integrated into the various produc

f8) How to choose the suppliers that should be inte
grated early in developing the new Deere skid-steef
loader?
What _principles/practicesftechniques should bel
‘adopted to structure the ineractions during the early
product development phase with these selected
Suppliers 5o that the fullscale production of skid]
Steer loader units would begin by the target date i
two years?
th less than a week before his mesting with James
eld, Nolan sat down and began drafting the proposal.

Discussion Questions.

‘Why shouid some suppliers be integrated into
product development at Deere, while others
Should not?

‘What critieria—imit to four—should Scoft Nolan use.
o screen suppliers to be integrated into the early
phases of the Deere skid-steer loader development
process?

How should the relationship with chosen suppliers
be managed in terms of contracts, teamwork, prog-
ress reports, design, and production transition?
How should the relationships be managed with
suppliers not chosen for early integration in

the design?





