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Introduction

As a participant of the Secretary of Defense Corporate Fellows (SDCFP) program, I was assigned to Honeywell Technology Solutions, Inc (HTSI).  Located in Columbia Maryland, HTSI is a wholly owned subsidiary of Honeywell International.  Primarily a Government Services contracting firm of approximately 4000 employees, HTSI’s business operations are divided into two segments, Military and Civil.  I was assigned to the Vice President of the Military Segment and the Vice President of Business Development.  Additionally, I participated on an Integrated Product Team for Net-Centric Warfare with the Defense and Space Market Segment of the Aerospace Electronic Systems Strategic Business Unit.  At HTSI, I was a fully participating member of the Leadership Team and was accorded unfettered access to company operations, processes and decision making.  

The overwhelming majority of my time over the past ten months was spent at HTSI headquarters in Columbia, MD.  The report will spend the first two sections in an examination of corporate level Honeywell, followed by an examination of HTSI and how a relatively small business enterprise turns corporate policies, initiatives and processes into activity and manages day-to-day operations.  Finally, the report will make recommendations on processes and practices DoD can learn model from Honeywell.    


This is the tenth year of the SDCFP program; this year’s Fellows (SDCFP X) were assigned to the 3M Company, Lockheed Martin, Missiles & Fire Control Division, Cisco Systems, Hewlett-Packard, SRA International, and Caterpillar, Inc, as well as HTSI.  An integral part of the program is the unique opportunity to visit each company and opportunity to interact with the senior leadership of the companies.   

I would like to take this opportunity to thank those people at HTSI who made my journey into corporate America so rewarding and enjoyable.  Mark Howes opened his company and made me feel absolutely welcome—at no time was access or inclusion at all an issue.  Mark also happens to be a great leader from whom I learned a tremendous over the last ten months.  I would especially like to thank those most responsible for what I saw and I did over my tenure as a Fellow.  Jerry Wellman, Diane Giuliani, Butch Willard, George Gram, Rose Boehm, Renee Johnson and Terry Sargent opened doors, helped and guided me through a truly different landscape.  Dave Conley and Katell Thielemann who were absolutely selfless with time and advice warrant special mention in this regard.  Kim Orr, who cheerfully answered the brunt of my “how do you do this” and “I need help” questions.  And Diane Waesche, Lee Goforth and Brenda Kennedy—who keep the place running and many of us on time and on track—made things easy when I needed help.  

Executive Summary
Honeywell is a global, multi-industry business principally organized around 4 major business segments: Aerospace, Automation and Control Solutions, Transportation Systems & Specialty Materials.

The past decade has been a turbulent one for Honeywell.  After a 1999 merger with AlliedSignal failed to produce the hoped for accretive results, Honeywell faced a second merger in as many years.  An 11th hour offer from General Electric (GE) superseded ongoing negotiations with United Technologies Corporation (UTC).  Shortly after the GE merger fell through, Dave Cote became the third CEO of the company in eight months.  His challenge was to turn around the performance of a company that still seemed ripe for purchase.  A further challenge was the fact that Aerospace, Honeywell’s largest sector was just beginning to feel the full market impact of the 9/11 terrorist attacks.   In the past three years Honeywell’s performance has stabilized, then improved to the point of becoming a leader in many financial categories among its peers.  

How was this accomplished?  While the journey is ongoing, the answer clearly has everything to do with leadership and management practices.  This paper will examine Honeywell’s management practices within the framework of the book What (Really) Works by Joyce, Nohria, and Roberson, the hypothesis of which is that the most successful companies over time are world-class at certain common management practices.  These practices include but are not limited to strategy development, execution, talent development, organizational agility, and culture. 

Central to Honeywell’s performance recovery are Dave Cote’s Five Initiatives:  Growth, Productivity, Cash, People & the key enablers (Six Sigma Plus & DigitalWorks).  Business goals at all strategic levels of the company as well as individual goals are expressed in terms of the initiatives.  In this way Honeywell links success of the company tangibly to individual performance goals & incentives.  
The Five Initiatives aren’t the end of the story however; new enabling programs are being deployed.  The Functional Transformation Initiative aims to improving common support-function performance by improving, standardizing and eliminating non-value-adding processes across the company.  The Honeywell Operating System is a productivity initiative designed to improve leadership alignment and employee engagement in order to simplify processes.  Not a replacement for Six Sigma, the Honeywell Operating System is about improving the way Six Sigma tools are utilized holistically.  Honeywell is launching a comprehensive training program to improve marketing capability across the business segments.  Marketing to Honeywell is distinctly separate from sales & the transformational initiative aims to put rigor into the critical marketing processes of segmentation through value proposition & ultimately go-to-market plans.  

What can the Department of Defense (DoD) learn from a company like Honeywell?  More than individual management practices from which we can refine analogous DoD processes, there is value in understanding the synergistic effects of how the management system is integrated.  The Honeywell system consists of three overarching interdependent processes.  The Strategic Action Plan (STRAP), Annual Operating Plan (AOP), & Management Resource Review (MRR) are the fundamental basis for business decision-making.  The STRAP is an annual review of strategic direction within the businesses.  Within broad corporate, major business segment & Strategic Business Unit (SBU) guidance, individual Strategic Business Enterprises (SBE) develop business goals for a 3-5 year time horizon along with specified nearer term capabilities and activities essential to reaching those goals.  Individual SBE STRAPs are rolled into the SBU’s STRAPs which are rolled into STRAPS for the major business segments. 

 The AOP is a direct outflow of the near-term STRAP plan and details financial commitments to the parent organizational level.  Performance to plan is continuously assessed and updated monthly to the parent unit and detailed operational reviews provide frequent, recurring management opportunities to monitor and address emerging issues.  

The final and most critical piece of the management system is the MRR.  The MRR is a detailed semi-annual review of personnel status, leader development, & succession plans from a individual and operational (impact on the business) perspective.  Conceptually, view the STRAP as where the company wants the business to go, the AOP determines the path, and the MRR is who will get it done.

This paper draws on Honeywell’s business approach to make the following recommendations for the DoD:

· DoD should apply marketing tools and thought processes to the capabilities development and integration process.

· DoD should increase the degree of Joint Capabilities play in Service budget development.  

· DoD should require Services to modify budgeting processes to increase interaction & clarity between Services & move that interaction further left in the process.  

· DoD should conduct a formal study of a department or Service wide implementations of a Six Sigma-like process control methodology.  

· DoD should begin training process improvement methodologies at all levels of Professional Military Education.  

· DoD/Services should improve Human Resource management processes by incorporating organizational MRR-like review process to complement the Fitness Report/Personnel Evaluation systems.  

· DoD should mandate contractual requirement for “continual improvement, “efficiencies”, “cost containment/cost control”, or “productivity targets/savings” in Requests for Proposal and acquisition contracts.  

· DoD should introduce a process to identify, document & flow down annual individual performance goals that are derived from organizational goals.  

· DoD should introduce executive MBA training into the Professional Military Education continuum.  

· DoD should incentivize a culture of controlling cost, rather than spend to budget.  

· DoD should provide funding to increase individual productivity, collaboration tools and internet-based solutions.  

Honeywell International

We are building a world that’s safer and more secure… more comfortable and energy efficient… more innovative and productive.  

Honeywell Vision Statement

Corporate Overview

Honeywell is a large (~110,000 people), complex, diverse global (operating in ~ 100 countries) corporation.  In the company’s own words, “Honeywell is a diversified technology and manufacturing leader of aerospace products and services; control technologies for buildings, homes and industry; automotive products; power generation systems; specialty chemicals; fibers; plastics and advanced materials.”

The Businesses

The company is organized around four Strategic Business Groups (SBG) leading the company in major industry segments.   Each SBG is led by a President / Chief Executive Officer.  The groups are:  Aerospace, Automation and Control Solutions (ACS), Transportation Systems (TS), and Specialty Materials (SM).  Honeywell’s broad diversification is quickly evident in a review of a few of their broad range of products: gas turbine engines, Spectra ® fiber, FRAM® and Prestone® automotive products, aviation power & thermal management systems, Primus Epic® integrated avionics and flight control system, turbochargers, building management/intelligent fire alarm systems, and the venerable Honeywell home thermostat—all industry leading products and solution systems.  

Aerospace

Aerospace’s 2004 revenue of $9.75B make it Honeywell’s largest segment, and with $1.48B in profit in 2004, it also has the largest margin of the segments.  With a broad offering of products and services Aerospace customers include aircraft manufacturers, airlines, all military services and space contractors.  Aerospace divisions include Engine Systems and Services, Aerospace Electronic Systems, and Aircraft Landing Systems (SBU/profit centers), and Commercial and Defense & Space (market segments).
  

Automation and Control Solutions
Automation and Control Solutions is a close 2nd in terms of size, with 2004 revenues of $8.03B and $894M in profit.  ACS divisions include Asia-Pacific, Environmental Combustion & Control, Honeywell Building Solutions, Honeywell Life Safety, Honeywell Process Solutions, Honeywell Security, and Sensing and Control.
   

Specialty Materials

Specialty Materials is Honeywell’s smallest group, reporting $3.5B in sales and $184M in profit in 2004. Divisions of SM include Performance Products, Chemicals, Nylon and Electronic Materials.  SM is undergoing a fundamental shift in market strategy.  With performance lagging due to legacy portfolio dominated by cyclical, high-volume, mature and capital intensive product offerings, SM is selectively divesting and converting the business to succeed in the value-driven, future-oriented marketplace with synergistic solutions. 
  

Transportation Systems

Transportation Systems makes many familiar consumer products, but many that consumers may not recognize as Honeywell branded.  FRAM®, Prestone®, Autolite®, and Holts® automotive products as well as Bendix®, and JURID™ make up the most recognizable brand names of consumer products most of which were obtained when AlliedSignal acquired Bendix.
  TS finished 2004 with sales of $4.32B and $575M in profit.
  

Corporate Structure

The corporate office is primarily organized by function; headed by Sr. Vice Presidents of Finance, General Counsel, Human Resources & Communications, Administration & Chief Information Officer, and Vice Presidents of Six Sigma & Operations, and Strategy & Business Development.  Additionally, as a global company, in recognition of the importance of its overseas business to overall company growth and success, Honeywell in 2004 added a corporate level position of President for China.  

Background

A review of Honeywell’s recent history shows a company that has faced many major challenges in the past decade.  In 1999, Honeywell was acquired by AlliedSignal to form a $25B company that retained the Honeywell name due to the strength of its brand recognition.
  The merger was to be immediately accretive to earnings, and expectations were high that earnings per share would continue to grow well as would operating margin, free cash flow and annual revenue.
  A year later, Wall Street’s perspective wasn’t quite so rosy, with a 12% drop in share price despite a pending purchase by General Electric (GE).
  When the European Union blocked the takeover due to concerns over market share in several aerospace sectors, GE expressed disappointment over the inability to get the deal done.
  But, GE had recently rejected a lower price offer from Honeywell aimed at making the deal more acceptable by compensating for proposed divestitures to alleviate EU concerns.  

The GE-Honeywell deal was officially called off in July 2001.  Some analysts believe GE was looking for a reason to back out because their assessment of Honeywell’s financial status during due diligence was disappointing.
  It is worth noting that the above scenario began when an 11th hour offer from GE short-circuited a pending Honeywell acquisition by United Technologies.  Honeywell’s troubled status would not improve greatly over the course of the next year either.  

The company’s largest segment, Aerospace, would be rocked along with the rest of the industry after the terrorist attacks of September 11, 2001.  Larry Bossidy, AlliedSignal’s last and post-merger Honeywell’s first CEO was recalled after only a few months retirement to replace the man who followed him at post-merger Honeywell—Michael Bonsignore, pre-merger Honeywell’s CEO.  The Board of Directors’ task for Bossidy was simple--find an acceptable replacement during his 1-year tenure.  In February 2002, GE trained leader Dave Cote took over at Honeywell after a short stint as the Chairman and CEO of TRW. 

The Environment

Dave Cote came to realize that he had taken the helm of a company that had significant issues, even more than he had understood during his personal due diligence phase of the hiring process.  Although the GE merger had ultimately never happened, the process had been well underway when negotiations were finally closed in July of 2001.  GE managers had already moved in and begun preparing parts of the business and people for the coming changes and many people had taken their cues to leave the company.  When the merger fell apart and GE management left, virtually overnight, there were significant leadership and personnel voids across the company.  The fixes for these issues were temporary at best when Cote took the reigns.  He saw his first task as stabilizing the company, then build a foundation from which to move forward.
 

Clash of Cultures

Honeywell was Red, AlliedSignal was blue; although the merger was approaching three years old, and it seemed in early 2002 the cultures had yet to find a balance.  Legacy Honeywell had a reputation for being customer focused, often to the detriment of the business—making unrealistic promises to customers, then not being able to deliver.  AlliedSignal, on the other hand, was all about making the quarterly numbers for the business.  This relentless focus on making quarterly goals too often led to decisions that achieved quarterly goals but with unexpected long term impacts.  

Honeywell today is working ti omprove its acumen in mergers and acquisitions.  Although some well executed recent purchases may be finally swinging that perception around.  Examination of merger history has led Cote to believe Honeywell has an excellent track record for predicting the cost synergy of an acquisition target, but very poor track record of grossly overestimating sales synergies.
  This leads directly to one of Honeywell’s key factors for acquisition decisions—that it must be accretive.

It was time to take stock of the company and make some hard decisions about what the company’s core businesses were.  As a result of the merger activity and changes in leadership the business portfolio contained offerings that simply didn’t make sense and many that were not achieving their potential.   

The Five Initiatives & Honeywell Behaviors

In today’s market a public company cannot stand still because investors will vote with their dollars if a company is being outperforming by its peers.  A phenomenon of the business world is that a businesses state is never static—it is either growing or not, and if it isn’t growing then it is failing, or at least moving in that direction.  So ultimately the requirement to grow & grow profitably is an inescapable reality.  Growth equates to success.   Honeywell needed a way to reinvigorate the business and to unite legacy cultures and to return the business to one of profitable growth.  Upon beginning his tenure Cote instituted the Five Initiatives which frame business goals and tell the company what is important and why.  He also went to significant personal effort to develop the guidelines not only for what the Honeywell employee should strive for, but how this should be accomplished, the result was the Honeywell Behaviors.
  These two encompassing steps laid out the path the company was to follow; and they weren’t fads or buzzwords, they still drive how the business is managed today.  

The Five Initiatives 

Growth.  The foundation of Honeywell’s strategy vision for growth has four pillars:  

· Doing a great job every day for customers in quality, delivery, value and technology.  

· Sales and Marketing excellence

· Globalization

· Technology development

Productivity.  Superior quality and relentless process improvement.

Cash.  Freeing up cash for investment.

People.  Building a world-class work force.

Enablers.  Six Sigma and DigitalWorks support all the initiatives.  Through its AlliedSignal heritage, Honeywell is one of the most mature Six Sigma companies in industry today and yet there is recurring emphasis on the importance of training new Six Sigma experts and utilizing the tools across the businesses. 

The initiatives and their importance are tirelessly reinforced—the annual Goal Pyramid is expressed in terms of specific, measurable business goals under each of the initiative categories.  The company uses a Balanced Scorecard report as a one page snapshot of business status during recurring Operational Reviews.  Referring to the basic algebraic formula central to the Six Sigma methodology, Y=f(x)[ any output ”Y” is a function of its inputs “X”], the Balanced Scorecard assesses status of performance on the Five Initiatives (as the “Y’s”) and specific goals for the “x’s” that are important in achieving the results.  

Honeywell Behaviors
Published statements lay out frames of reference and specific expectations for employee workplace behaviors.  During individual performance reviews, employees are assessed in terms of performance against mutually agreed upon goals and against these behavior standards.  Success in this environment means the employee not only gets results, but achieves them responsibly and in a manner consistent with the long term success of the business by doing things not just well, but right. 

Growth and Customer Focus acknowledges the importance of the customer in making a business successful.  This behavior sets expectations for understanding customer requirements and priorities.

Leadership Impact means leadership is not dependent on one’s position.  

Gets Results sets expectations to deliver on commitments by defining “who does what by when.”

Makes People Better encourages learning and development and being a positive influence.

Champions Change and Six Sigma drives continuous improvement and fosters Six Sigma mindset and process rigor.

Fosters Teamwork and Diversity defines success beyond individual terms.

Global Mindset establishes a larger perspective for viewing the business and understanding integrated value chains.   This sets expectations for cultural awareness and recognition of broader opportunities.

Intelligent Risk Taking recognizes that greater returns generally require greater risk and sets boundaries for taking calculated risk 

Self-Aware/Learner encourages individuals to be aware of their own strengths and weaknesses how they affect others, and to strive for personal improvement.  

Effective Communicator establishes expectations of not only how to communicate but what and when. 

Integrative Thinker is one who applies intuition, experience and judgement to available data to make the best decisions. 

Technical or Functional Excellence encourages capability and currency in one’s area of expertise.

Communication
Likely the biggest challenge in managing change, particularly in a complex, diverse, global organization like Honeywell is communication.  Getting the whole organization moving in the same direction, in step is a task on par in difficulty and complexity with anything the DoD or Services face.  Cote saw the need to be a relentless communicator of his message, and still does.  He recognized early on he had come into a situation where there was an information void that needed to be filled.  Just communicating would help stabilize the company, moving forward would be establishing an organizational culture with the message of the Five Initiatives and Honeywell Behaviors. 
  The culture would only work when the message was understandable, realistic, and relentlessly consistent.  Cote took every opportunity to get his message out, in as many forums as possible.  The next level of communication would be getting the leadership team on board with a consistent message and methodology.  Cote personally interviews and approves placement of the top 200 people at Honeywell, basically his direct reports, and their direct reports.  Although tremendously time-consuming he sees this as a valuable opportunity to “imprint” his message and expectations personally on the key leadership of the company.  

Core Processes & Operating Systems


We are building a world that’s safer and more secure… more comfortable and energy efficient…more innovative and productive.  We are Honeywell.  This is Honeywell’s branding statement, but is it the company’s strategy?  What (really) Works tells us that one of the key management practices common to the most successful companies over time is a clear and focused strategy.  Is it really possible for a company as large, complex and with the breadth of businesses of Honeywell to articulate a clear, focused strategy?  Further, that it should be clearly communicated, understood by stakeholders, and focused on growth.
  Honeywell’s branding statement satisfies those requirements, and the methodology with which it is implemented—the Five Initiatives, behaviors and emphasis on profitable growth—make the strategy actionable.  


Aerospace’s Strategic statement, “Growing the core through innovation and making flight safer, more reliable, and more cost effective”
 presents a consistent message with Honeywell’s overarching vision 

Strategic Planning Process



 The first of the three key interdependent operating processes by which Honeywell businesses are managed is the STRAP.  This annual process sets down, for each business, the environment in which they expect to operate, what customers and opportunities the business expects to pursue, required capabilities and technologies, the competitive challenges, and expected financial results.  The STRAP identifies business options, the path to the best results, and aligns businesses and functions as to how the plan will be implemented.
  


The plan describes strategic objectives for the company (clear, focused, growth oriented strategy), and seeks to understand key industry trends, and lays out SBU & SBE specific strategies.  


Each SBG  (e.g., Aerospace) builds its own integrated STRAP, rolling up plans developed  at the SBE level.  Under top-down broad the SBE’s review prior year plans for relevance and changes in the marketplace, competitive landscape, etc.  


More important than the product, the process and how it is developed, analyzed and validated determines the value of the plan.  Decisions are data driven—marketing methodologies are used to define and understand both the industry landscape and the competitive environment.  Financial goals: revenue growth, margin, and return on investment must be both attainable and competitive with industry peers if the business is to succeed.  


With a three to five year time horizon, the STRAP assessment does not constitute specific financial commitments.  However, it lays the groundwork for the second of Honeywell’s interdependent operating processes: the Annual Operating Plan.

Annual Operating Plan


Conceptually, if the STRAP sets the business’ goals, then the AOP specifies the path, or at least that portion of the path that leads to the next milestone.  And where the STRAP sets financial targets and expectations, the AOP specifies the commitment.  Reviewed and adjusted monthly, the AOP is an execution year agreement between strategic business levels as to what revenue, profit, and cash the subordinate level will return.  AOP progress managed throughout the year via recurring operations reviews; each SBU & SBE determines their own review requirements in terms of specific format and frequency.  The review forum is generally used as an opportunity to assess progress and solicit guidance or assistance on issues with resolution issues beyond the scope of direct managerial responsibility.


Operationalizing the STRAP is how the business strategy is linked to the AOP.  This concept drives both processes in that the STRAP must be sufficiently tangible, realistic and specific as to be actionable.  There should be identifiable actions that the business can and must take to achieve the capabilities that enable it to capture the business to which it is committing in the AOP.   

Management Resource Review


The third of Honeywell’s key, interdependent processes is the MRR.   The MRR links Human Resources Strategy with the business strategy and is the key process for managing talent and developing organizational capabilities sufficient to achieve business goals.  


Reviews occur semi-annually in April and November and include tools with which to assess personnel and organizational capability, and lay out a roadmap for specific actions to address both personnel and organizational issues.   The reviews occur at all significant levels of the business, SBG, SBU, SBE as well as segments within SBE’s and programs under SBE segments with each review level primarily focused two to three deep in terms of leadership.  For example an SBE level review to the SBE president would be conducted by SBE VP’s and directors primarily focused on their direct reports (DRs) and their DRs’ direct reports.  The review includes:

· Status updates on organizational and people actions from the previous review

· Organizational overview & leadership assessment 

· Consolidated personnel performance overview

· Retention assessment

· Succession assessment 

· Talent development summary

· Six Sigma nominations 

· Current people and organizational priorities review

· Leader Career Profile & Performance Development Summary review


Of the three critical processes, the people process is arguably the most important.  Ideally, a good people process has principal objectives.  First, it must provide accurate and in-depth individual evaluations.  Next, it provides a framework for identifying and developing future leaders.  Lastly, a good people process establishes the succession for organizational leadership.
  Honeywell’s MRR process has been developed precisely to meet these goals.  Yet, even with the best process, if it isn’t being executed in the spirit intended it’s of little value.  Obviously, the individual performance evaluation is critical to the success of the larger people process.  In 2004 Honeywell deployed an entirely revamped performance evaluation system to address that very shortcoming.    

Honeywell Performance and Development


The Honeywell Performance and Development (HPD) replaced “My Performance and Development” (My P&D).  The change in nomenclature away from the feel-good My P&D was intentional.  The HPD system has many significant improvements in comparison to the legacy system.  Under HPD, the manager is fills out the evaluation whereas under My P&D, the employee wrote the evaluation for the manager.  Under HPD, presentation of the evaluation is combined with annual salary action to ensure a consistent message.  Previously the evaluation and salary action were separated, with employees driving one activity and managers the other.  


Individual annual performance goals for the following year are agreed upon by employee and manager in January.  Goals are specific, and flow down through the organization such that one’s goals are linked to those of their leader, etc., all of which are increasingly correlated with overall business goals as you move up in a particular organization.  


A key part of the performance evaluation is a manager’s placement of each employee in what is termed a 9-block evaluation matrix, with a specific identifying symbol & color code to indicate promotion potential.  Employees are evaluated in terms of job performance and behavior.  Ratings are simply below, at, or exceeds Honeywell standards.  The three by three matrix yields nine potential combinations, thus the name. 

Six Sigma Plus

In The Six Sigma Way, Pande, Neuman and Cavanaugh offer the following as their qualified definition of Six Sigma:

SIX SIGMA: A comprehensive and flexible system for achieving, sustaining and maximizing business success.  Six Sigmais uniquely driven by close understanding of customer needs, disciplined use of facts, data, and statistical analysis, and diligent attention to managing, improving, and reinventing business processes.
 


Of the seven companies that hosted this year’s SDCFP Fellows, five have fully deployed process improve methodologies, four of which are Six Sigma based programs.  Two of those companies, 3M and Caterpillar deployed the initiative throughout the companies in 2001.  Honeywell traces Six Sigma deployment to its AlliedSignal heritage and therefore has the longest standing Six Sigma deployment of this year’s sponsors.  The greatest benefit of Six Sigma comes when it is deployed as an Enterprise-wide initiative that transitions into a culture.  In fact it has failed in companies where it was deployed as just another quality program without fully committed leadership. 
 


Possibly because it is relatively new to 3M and Caterpillar, there is tangible energy throughout the companies for Six Sigma, the program Fellows couldn’t help but be aware of this during this year’s visits.  Honeywell’s experience is somewhat different in that with a more matured deployment there is less recognizable excitement about the value of Six Sigma, rather the feel is more of a company-wide recognition that this is how the company operates.  Honeywell’s terminology for the program is even different—Six Sigma Plus where the Plus denotes additional methodologies coupled with Six Sigma for a more powerful tool set—one that has application across the business structure.  Six Sigma Plus disciplines are employed to drive revenue growth, increase productivity & improve program execution.  As denoted in the company’s Five Initiatives vision, Six Sigma projects enable improved business performance across the other four: Growth, productivity, cash and people.


However, companies don’t become Six Sigma companies because it’s a fad, or because other companies are doing it, or just to cut costs and improve the bottom line.  Successful companies embrace Six Sigma because of the principle that says if you aren’t growing (faster than peers) you are failing.  Put another way, companies embrace Six Sigma because of the promise of continuous improvement—and it works.  It is a matter of survival in a competitive market and the results speak for themselves.  Motorola, GE, Honeywell, now Caterpillar and 3M have proven the value of the Six Sigma way.


AlliedSignal, under CEO Larry Bossidy deployed Six Sigma in 1990 and by 1999 was saving more than $600M a year, with a 6% increase in productivity, record profit margins and a compounded annual growth rate between 1990 and 1998 of 27%.

Honeywell Operating System


The Toyota Production System powers the world’s most profitable automaker and has been the envy—and target—of virtually every major manufacturing company.
  Toyota pioneered the introduction of Lean manufacturing in the 1950’s and while many companies, Honeywell included, now employ Lean methodologies, Toyota seems never to have rested on their laurels and continue to lead the manufacturing world in process control.  The secret seems to be not as much in the methodologies of process control—world class though they are—as in the culture of continuous process improvement.  Other companies have duplicated Toyota’s tools, but Toyota stays a step ahead because their tools and processes are secondary to the principles of the overall system.  Four of the lessons or underlying principles that drive Toyota’s success are: 1) nothing beats direct observation, 2) proposed changes should always be conducted as experiments, 3) workers and managers should experiment as often as possible, and 4) managers should coach, not fix.  The system begins with standardization of work processes and conducting a series of nested experiments that quickly identify the difference between what is expected and what actually occurs.
   


Honeywell is currently introducing the Honeywell Operating System (HOS) modeled on the Toyota Production system with the intent of deployment in 30 plants by the end of 2005.  Initial results are encouraging.  The goal of the HOS is to employ same Six Sigma and Lean processes currently in use, but in a comprehensive standardized approach emphasizing continuous experimentation and the management principles of the Toyota Production System.

Functionalization Transformation


Honeywell’s supporting functions are undergoing organizational restructure.  The transformation of the functional elements means moving away from the silo model for its businesses where a plant or site general manager (GM) has a complete support organization with Functions led by the GM’s direct reports.  After transformation parts of the support function organization will be dotted line reports within the SBE organization and solid line reports within the functional organization to an SBU of SBG functional lead depending on the specific function.  Specific reporting relationships aren’t standardized across businesses or functions.   


The affected functional areas include Information Technology, Human Resources, Integrated Supply Chain, Engineering, Program Management, Finance, Health-Safety-Environmental & Remediation, Legal, Communications, Health Services, DigitalWorks, Global Business Services and Six Sigma Plus.  


But why transform?  As a cost cutting measure there is certainly the opportunity for one time gains by consolidating positions.  Only if the businesses could continue to operate without loss of effectiveness after the transformation would the savings be sustained.  Obviously there is more to functional transformation than reducing headcount.  Shifting functions out of the silo model into a business process which will enable standardized information and practices and sharing best practices.  Increased cross-business collaboration will be a natural result as the functional transformation progresses.  


Cross-Honeywell & Product Pull-Through


As with any very large, complex organization, Honeywell recognizes the contribution of mass to increasing efficiency and reducing overhead costs.  But not only will the Functionalization initiative improve the bottom line, an unstated goal, but natural by-product will be strengthening and expanding the informal internal communication network among functional and business leaders.  Leaders in organizations with blurred reporting relationships will come to rely more on their ability to influence actions of people outside their reporting chain as silo are broken down.  This model adds complexity to the organization, but it also has significant upside potential and the type of leader who can succeed in this environment is exactly what is described in the Honeywell Behaviors. 

Marketing Transformation


Honeywell has identified business-wide marketing as one of the four pillars supporting Growth (first of the Five Initiatives).  The initiative to reinvigorate marketing skills in Honeywell has been termed the Marketing Transformation, in recognition of the general degradation of that capability in the company.  


What is marketing?  In many companies, “Marketing” might mean only systematic selling.  The true meaning is: Knowing what is value for the customer.
  As customers become more sophisticated and capable, an industrial company’s ability to capture value through price becomes increasingly difficult.  By refocusing its businesses on marketing, Honeywell is looking to tap into new sources of growth for the business—in recognition of the fact that the days of being able to capture customers purely through a technology superiority approach are over.


The basic process for an established company to develop go-to-market plans must begin with an understanding of the business context and strategy.  This can also be thought of as identifying what is “Core” to the business.  Only when a company has a clear understanding of its core capabilities will any further steps of planning be meaningful.  The processes which follow are: 

· Define the market in which the business will compete, with an understanding of the customers and potential customers which comprise the untapped portion of the market.  

· Segment the market, sorting customer groups based on differences in buying habits.  

· Identify customer value, which will tell the company what drives customers to buy what and how they buy.  This knowledge will lead a business to define an: offering for a customer, and what they will pay, relative to the next best alternative, i.e., an economic break-even point.

· A value proposition puts the knowledge gained from the earlier processes together into a total offering statement of what to sell to whom, how much they will pay for it relative to competitor offerings and provide proof of the validity of the claim



The above described processes have one common factor critical to each step, they will only be successful if they are based on the customer’s viewpoint--the challenge then is getting at that all critical viewpoint.  


Customer Strategic Review (CSR)

Honeywell’s emphasis on understanding what the customer values is in no way unique.  Many companies have processes with the same intent.  But the fact that the process is not unique doesn’t mean it isn’t worth a more detailed examination.     


First, a discussion of terminology is warranted.  The Voice of the Customer process refers to two completely different process depending on the particular business unit or enterprise.  For the purposes of this paper, the term Customer Strategic Review process will be used to refer to the customer contact/data gathering process upon which marketing decisions are based.  Voice of the Customer (VOC) is a term used in some portions of Honeywell to denote the same process, but in other Honeywell SBE’s, it is a process for managing performance and customer satisfaction, and resolving issues on current contracts.  CSR is focused on understanding the strategic thinking & direction of potential customers or new markets with existing customers, whereas VOC is focused on resolving issues with existing customers.


The CSR process provides tools to: identify and focus on key target customers, conduct relatively high-level, strategic-focused interviews, and analyze data tools with which to convert date into the information upon which future marketing decisions will be based.  The CSR attempts to increase understanding of the customers’ thoughts in these general areas: vision/strategy, major pursuit strategy, globalization, business model, sourcing strategy, Honeywell product service offerings (customer’s opinion of), and technology and innovation strategy.  


The value of this process is that it lays the data foundation that support the decisions that follow by matching customer needs and vision with Honeywell capabilities and strategic direction.  Additionally, open communication with potential customers and market drivers allows Honeywell a relatively unbiased view of their own capabilities and even potentially insight into how they are viewed in relation to competitors.  

Honeywell Technology Solutions, Inc.

This report has thus far dealt with the businesses, processes and initiatives of Honeywell from a corporate or major business perspective.  For a variety of reasons, however, the overwhelming majority of my time was spent at HTSI headquarters in Columbia, MD.  This section will address some of HTSI’s unique challenges as well as discuss how a relatively small part of a very large and complex organization puts into action corporate and SBG level processes and initiatives.  

Company History


HTSI is a wholly owned subsidiary of Honeywell International, Inc. tracing its heritage through AlliedSignal to Bendix Field Engineering Corporation (BFEC).  BFEC began as a department of Bendix Radio in 1950, their first major contract being with the US Air Force providing logistics, maintenance and field engineering services for their long range, ground based radar systems.  BFEC became one of NASA’s original contractors shortly after the agency was begun in 1958; NASA and the USAF remain HTSI’s two largest customers today.  BFEC was incorporated in 1962 as a wholly owned subsidiary of the Bendix Corporation, changed nomenclature to AlliedSignal Technical Services Corporation (ATSC) in 1992, some years after AlliedSignal acquired Bendix.  Finally in 1999, ATSC became HTSI closely following the Honeywell/AlliedSignal merger.
 

The Growth Challenge


As a government services contractor, HTSI’s business model is significantly different than most of the other Honeywell SBE’s.  The traditional industrial production business model seeks to maximize return on sales, HTSI’s business model seeks return on investment.   From roughly 2000-2003, HTSI’s annual revenue had stagnated somewhat and the business seemed out of step and out of favor with larger Honeywell.  The perception was that HTSI was being positioned to be sold off, until Dave Cote took over as Honeywell’s CEO. 


Recognizing the value of the return on investment business model, Cote challenged HTSI not only to recover lost momentum, but to grow and grow quickly.  Federal and Defense Acquisition Regulations seriously limit Research and Development investment.  The challenge to grow as a government services provider is significantly different than that of a product based business.  If one operates under the assumption that in a mature market environment—such as the majority of markets in which HTSI operates—growth depends on claiming greater market share, or expanding into new market areas.  


To compete in a new market area obviously requires developing the required capabilities for that market.  But, the fundamental business metric upon which HTSI operates is return on investment; so the challenge becomes to close capability gaps with minimum capital investment.  Without organic R&D investment, the remaining options for growth are: organically through on-contract growth or exceptional execution to increase market share, through acquisition of selected relatively small (to minimize ROI impact) companies with critical niche capabilities, to identify and hire select key personnel with special expertise, or combinations thereof.  

Organization

HTSI is approximately a 4000 person business with operations organized around two segments—military and civil—with functional Enterprise Support Units.  Functional units include Business Development, Finance, Contracts & Purchasing, IT, Quality & Six Sigma Plus, HR, Health-Safety & Environmental, Program Management, Legal and Security.  Through 2004, HTSI business was fundamentally a contracts-based business, with leadership positions around execution of major contracts.  HTSI ended 2004 with the highest sales in the company’s history.  HTSI’s record year was fueled by on-contract growth on some of their largest contracts and the business was beginning to feel the limitations of its resources as some of the ESU’s found it harder and harder to keep with the growing business.  But in Dave Cote’s eyes, even this impressive growth was not fast enough, he expected more.
  

Organizational Flexibility

Enterprise teams


 
To meet the growth challenge, HTSI needed to an organization that could support the desired growth while maintaining a cost competitive rate structure.  The business needed to close capability gaps in operations (technical expertise), program management & managers, and support functions.  But with a business model that doesn’t accommodate buying your way out of shortcomings, this is a hurdle that will have to be met with organic resources—the business would have to get more efficient and more effective before growth goals could be realized.  HTSI’s solution is to attack the problem from as many directions as affordable as quickly as possible.  


The first step to transform the business was to realign the business from being contract-centric to one organized around lines of business.  To this end, HTSI is forming Enterprise Teams (ET) around their core capabilities.  The teams are: Networks, IT, Logistics, Space & Mission Operations, & Security.  Operations in the Military and Civil segments had largely been silo’d despite similar technical challenges on contracts across the business segments.  The Enterprise Teams are essentially marketing teams with representation from both segments with the goal of focusing HTSI’s business pursuits in the particular market through implementation of Honeywell’s Strategic Marketing Program processes.  Additional benefits of the teams will be to create and strengthen informal networks and share best practices and technical solutions. 


The reorganization isn’t free though; members of the teams are either current employees whose time spent on team activities must be paid for as indirect costs of the business or new hires.  The time spent on ET activities is time that can’t be recovered as direct charge to existing contracts unless customers recognize the value of the cross-HTSI networking, and are willing to pay for it.  More likely, the cost of time spent on ET activities will impact HTSI’s bottom line and adversely impact their overhead rates on new proposal bids.  In fact, the financial implications were significant enough to cause HTSI to stand up only three of the five ET’s at the outset.  As of this writing, the ET’s are developing business plans based on the Strategic Marketing process.

Business Development


Leading the effort to answer the growth challenge is the task of the Business Development (BD) organization.  BD also leads STRAP development for HTSI and coordinates activities around pursuit of new business.  The key metrics for BD are bid volume and win rate.  Bid volume is simply the total $ value of the opportunities the business decides to formally pursue. Win rate can be expressed as a ratio of opportunities won/opportunities bid or as a ratio of dollar value won/dollar value bid.   Together, the bid volume and win rate determines new business revenue and in company with win rate on recompeted contracts determines the overwhelming percentage of HTSI’s top-line.  The value in maximizing win rate (revenue) is self-evident.  So BD’s challenge in enabling profitable growth for HTSI is to identify the right winnable opportunities upon which to focus effort to maximize win rate.  Fundamental to this process is a clear understanding of what is “core” to the business and what strategic areas the business should pursue gaining “core” level of capability.  


Greater process maturity can be linked directly to an improved ability to predictably capture business.
 BD’s key process linking STRAP goals with new business wins is the Tollgate Review process.  

Tollgate Reviews


There are five phases in the process and five Tollgate Reviews, or milestone gates or decision points—subsequent activity if decision . 

· Identify—decision to proceed towards the next gate, only required if opportunity meets specified criteria.  

· Identify to Qualify— Initiates focused positioning activity

· Qualify to Capture—formal intelligence gathering, customer relationship building,  & strategy development

· Capture to Bid/No Bid—Establish initial proposal team and begin pre-proposal activity

· Proposal Submittal


Each Tollgate Review includes increasingly detailed discussions of work, strategic context, customer and competitive assessments, gap identification, risk analysis, proposal strategy and resource requirements. 

Specific decision criteria are applied at each gate before proceeding because of the real and opportunity cost of proceeding with a given bid in a resource limited environment.  

HTSI Management System Overview


Conceptually, HTSI’s Management System is the framework within which the business is managed.  At the center of the framework is the Operating System, which is supported by the three key processes of STRAP, AOP, and MRR.  Inputs into the system are lower level supporting processes, activities, or considerations such as Operationalizing the STRAP, Core Concerns, Behaviors, and HPD.  These inputs are filtered through two HTSI unique processes: Areas of Focus, and Priorities document.  The initial output is the Balanced Scorecard which is stoplight chart of current operational performance status or progress against annual goals.  Every process or activity in the system is oriented by one or more of the Five Initiatives.  

HTSI Operating System


HTSI Leadership has put into place a simple, yet disciplined approach to managing operations on a continuing cyclic basis.  Simply put, the operating system (figure 1) breaks down recurring processes & meetings into a matrix that correlates the activity with the initiative it supports.  
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Figure 1. HTSI HQ Operating System Overview


HTSI headquarters requires that programs have a similar operating system that describes the methodology by which their business is managed.  

Operationalizing the STRAP


The concept of Operationalizing the STRAP is the challenge of putting into plan, activity and ultimately accomplishments that build the required capabilities to capture the business that links the STRAP to current and future AOP’s.  It is the recognition that the best strategy or plan has no value unless it assigns actions; operationalizing means who does what when to make the plan real.  

Core Concerns


Addresses those issues that are critical to employee satisfaction, driven by employee satisfaction metrics, the core concern input into the management system is a reality check for management to understand how policies and decisions affect those things that drive job satisfaction.  Generally, Core Concerns fall into four areas: Pay & Benefits, Trust in Leadership, Career Path, and Esprit de Corps.  

Areas of Focus


The Areas of Focus document is a method of capturing accountability and linking the Five Initiative with those business activities and considerations that drive operational execution.  The Areas of Focus captures the enabling capabilities that are required to achieve key business performance metrics and are developed in an integrated fashion with business goals.  Each focus area is assigned to a Leadership Team member. 

Priorities Document


This document lists top ten priorities and status for all major business segments and functional ESU’s as well as overall top ten priorities for the Enterprise.  The Priority Document is updated and reviewed bi-weekly at Leadership Team staff meetings.  

Balanced Scorecard


The balanced scorecard is a metrics tool used as part of Operations Reviews as a one-page snapshot of annual goals and current performance status against those goals.  In an Excel spreadsheet format, the Balanced Scorecard shows Y=f(x), where Y1-5=the Five Initiatives and x 1-n are the specific metrics associated with each of the big Y’s.  Current performance status is presented along with goal and a green/yellow/red assessment of whether performance is >/= 95%, 90-95%, or <90 % of plan, also accounting for risks and recovery plans.  The value of the scorecard is that it standardizes presentation of metrics across the business and programs and stimulates management activity around issues resolution.

Communication


Successful companies often recognize one of keys to their business success is a unified culture.  SRA International is a company that has enjoyed tremendous recent growth and sees maintaining a “One SRA” culture in the face of rapid growth as their biggest challenge.
 


If there is a single key activity that can determine organizational success it might be communication.  Poor communication can drive talented people to perform poorly, destroy morale and productivity or lead the organization to focus on the wrong things.  


HTSI’s communication challenge is about as tough as it gets for an organization of its size.  Of nearly 4000 employees, fewer than 300 are centrally located at the Columbia headquarters facility.  The remaining employees are distributed predominantly over the continental US, with several remote sites as far away as Okinawa, Guam and Iraq.  Contracts are executed on site with DoD, NASA and other government agencies; some contracts are classified and require contractors to work in classified facilities on host-IT systems rather than Honeywell computers.   


HTSI uses a variety of means to maintain connectivity with its employees and communicate the business growth strategy, the Five Initiatives, the Honeywell Behaviors, employee code of conduct and integrity standards on a recurring basis as well as tailored messages in recurring fora, or as required.   The Operating System provides for the following regular communication events:

· Quarterly Town Hall meetings) in addition to Honeywell corporate and Aerospace level Town Halls).  One of the Honeywell Behaviors is a major focus topic at HTSI Town Hall meetings

· Quarterly 1-on-1’s with Direct Reports

· Weekly walk-arounds

· Weekly Recognition events

· Weekly Leadership Team Staff Meetings


Other communication events/methods include: 

· skip-level meetings at site visits  

· Extended Leadership Team meetings--conference calls with the Leadership Team, program managers and 1-2 layers of direct reports

· Quarterly Leadership messages posted on corporate, SBE intranet web sites

· Monthly audio messages via CD’s distributed to field sites to target difficult to reach employees


To gauge effectiveness of communication efforts HTSI uses employee satisfaction surveys on a recurring basis and targeted surveys after specific events.  

Voice of the Customer


In contrast to the previously described Customer Strategic Review process, HTSI has deployed the Voice of the Customer process across the majority of programs.  The VOC process at HTSI is a means of communicating with current customers with whom they have a contract being executed.  Customers know what they want out of a program and much of this can’t be or isn’t specified in the contract.  The VOC process is a means of helping HTSI understand the customer’s strategy, goals, priorities, and issues.  


Customer interviews are conducted quarterly by representatives (in HTSI’s case) of the Defense and Space Marketing segment of the Aerospace SBG.  The interviewers are intentionally not the program managers in order to facilitate a more open discussion of issues and performance.  Any issues brought up generate a Service Request, which is a process by which that issue is detailed, and a resolution plan including milestones is negotiated with the customer.  Progress resolving Service Requests is tracked not only at HTSI, but up to the Aerospace level.  


The process benefits the customer by providing a recurring avenue of communication, problem solving leverage and helping them to better articulate strategy and priorities; it helps the business resolve problems, leverages higher headquarters support in resolving problems if required, is a means of capturing data for analysis of systemic issues that might affect other customers.  The information provided helps the business learn, improve its processes, and thereby perform better on other contracts.  


Mechanically, the VOC interview solicits customer evaluation of performance in these attributes: value, delivery, quality, reliability, responsiveness, service/support, and development.  The customer is asked to rate performance as best in class (blue), satisfied (green), somewhat satisfied (yellow), dissatisfied (red).  Any yellow or red rating generates a service request.  Not all categories apply in every interview and obviously not all customers define the attributes the same way, so comments are solicited for all attributes to improve understanding of customer intent.  Service Requests are reviewed monthly at formal VOC Reviews.  

Six Sigma Plus for Government Services


Conceptually, Lean Enterprise is a methodology for eliminating waste and non-value added processes and making value flow depend on customer pull.  Put another way Lean is doing the right things.  Six Sigma, on the other hand is designed to eliminate variation, or it’s about doing things right.  Combining the two disciplines, Six Sigma Plus, then is about doing the right things right, the first time.  Six Sigma Plus incorporates both methodologies for a cycle of continuous process improvement.  


Like other companies with Six Sigma programs, the process is built around the DMAIC methodology, define, measure, analyze, improve and control with analytical tools and guideline implementations for each phase.  


HTSI’s business portfolio consists primarily of cost plus type contracts (plus = award, incentive or fixed fee, with & without ceilings).  Conventional wisdom might lead one to believe there is no incentive for a contractor to cut costs since that would then cut both revenue and profit.  In reality it is generally beneficial to a contractor to bring process control methodology to a contract in order to manage costs since if productivity increases, performance likely improves correspondingly, likely increasing award fees and recovering lost revenue through on-contract growth.  This circle of benefit is primarily contingent on the government’s desire for the contractor to employ Six Sigma on a given program.  Too often, Six Sigma is viewed by the government as an additional cost to the contract in terms of increased head count.   The case can be made showing the benefit to both government and contractor of employing Six Sigma on virtually every type of contract vehicle.  


Six Sigma is not just a productivity tool, but rather an engine that drives performance across the enterprise.  HTSI revenue and number of certified Green Belts (basic Six Sigma qualification level) from 2000 to 2005 (projected) correlate at a very high confidence level.
  While the sample size is small, and no cause and effect can be inferred, the implication is strong that a strong Six Sigma culture, i.e., Six Sigma as “the way a company works,” not only benefits the bottom line through productivity but can also drive growth. 


This application of process improvement methodologies across the business enterprise comes directly from the company’s top ten lessons learned from their deployment:

· Senior Leadership Support.  Must drive the effort, essential to success

· Have a vision of where you want to be & a plan to get there

· Link efforts to critical business needs and VOC

· Address the entire business

· Robust project tracking & reporting 

· Select the best people as Six Sigma leaders

· Dedicate resources—(Six Sigma is their job, not a collateral duty) 

· Build a solid skills base—train at all levels of the organization (common language)

· Get everyone engaged

· Learn from others


Successful Six Sigma companies seek to adopt process improvement as a part, even the key part, of their culture.  The path from decision to adopt to becoming truly part of the culture is not a short one, hence the overarching requirement for committed senior leadership and why successful companies put it in across their business.     

DoD Takeaways and Considerations

This paper has heretofore dealt solely with observations on operating processes and management practices in order to familiarize the reader with Honeywell International, and Honeywell Technology Solutions, Inc.  The following pages will attempt to organize some of the key takeaways for DoD within the previously mentioned framework of the Joyce, Nohria, and Roberson book What (Really) Works.  The authors offer the thesis that over time, the most successful organizations achieve world-class results in a few common key management practices.  Applied to Honeywell, the practices within which recommendations for DoD are proposed are: Strategy, Execution, Organization & Culture, and People.

Industry and DoD have seemingly disparate goals.  Corporate America pursues profitable growth.  They know shareholders value reliable growth in earnings and penalize inefficiency, inconsistency, unpredictability, and weak performance relative to peers.  DoD and the Services pursue effectiveness, mission success, capability to meet current and future threats, and readiness.  However, the Services and companies like Honeywell are large complex organizations with surprisingly similar challenges and related goals.  An unfortunate shortcoming of this report is that DoD is likely the most complex organization of all, and this writer is doubtless ignorant of a great many programs that meet or supersede in part or completely the recommendations that follow.  

Strategy


Good to Great tells us that a company’s strategy should be clear, focused and customer driven (outside-in perspective--and focused on growth.  It should be clearly communicated and easily understood by stakeholders.
  Corporations’ strategies must prepare the business to succeed in the future market.  A DoD analogy is for the strategy to prepare the department for the future security environment.  The following recommendations are targeted not at improving the development of DoD strategy, a task beyond the scope of this program—but rather how to translate and implement strategic guidance.


Marketing methodologies and the capabilities development process


DoD and the services can benefit from recognition of the “customer” in the Joint Capabilities Development and Integration process.  This process must serve a tremendous number and variety of customers: Congress, Combatant Commanders, Services (force providers), end users (the “fleet”), the National Command Authority, and taxpayers among others are all stakeholders at some level.  Marketing tools are specifically designed to develop a clearer picture of the environment, including multiple stakeholder interdependencies, and rigorously determine what the customer values.  

DoD should: apply marketing tools and thought processes to the Capabilities Development and Integration process.  The potential “value “ increases include:

· Improved Resource Sponsor understanding of stakeholder relationships & interdependencies

· Higher fidelity, more focused requirements specifications

· More value

· Fewer conflicting or lower value requirements serviced

· Improved ability to satisfy the most critical requirements

· Less capability gap & overlap/redundancy

· Increased transparency between Services



The Navy’s aviation requirements officers, for example, are high performers—for major programs typically post-Command Commanding Officers.  They succeed because they are talented individuals who know how to get a job done—in large part they learn by doing.  The Navy for one would be far better served by a cadre of requirements officers who have been trained in a process and have a standard tool kit from which to draw.  


Expand Integration of Service Budgeting Process

Industry understands the customer isn’t always right, but he’s always the customer, and companies can fail with the best solution if there is no market for the product.  Strategy should be clear, growth focused, customer oriented, and easily understood by stakeholders.

This thinking on strategy can be related to DoD budgeting processes.  Too often two or more Services will attempt to satisfy a Combatant Commanders requirement with Service-specific solutions, even when theirs may not be the best, in order to defend the top-line budgetary authority.  

 DoD should: increase the degree of Joint Capabilities play in Service budget development.  Services are certainly aware of Joint Forces capabilities, but how often do Services cancel a program of their own accord because there is a better solution in another Service?  From a Joint perspective the DoD has lots of capability overlap & multiple attempts to close some of the same gaps while others go unaddressed.

DoD should: require Services to modify budgeting processes to increase interaction & clarity between Services & move that interaction further left in the process.  Eventually transform Service processes into a standard process.  Ultimately move towards an annual QDR-like process.  Such a process could simplify OSD multi-service budgeting decisions & reduce the need for and impact of end-game balancing decisions.

  This writer recognizes the similarity in these two recommendations to those made by the Joint Capabilities Study (aka the Aldridge Study) of December 2003.
  But, while the process changes resulting from the Aldridge Study, will address these recommendations and more when fully adopted, those changes are not a part of the DoD “culture” as yet.  Two of the three major findings from the study were: that the Services dominate the current requirements process, and that Service planning does not consider the full range of solutions available to meet joint warfighting needs.  The Services still dominate the requirements—now Capabilities Development and Integration—process because that is the natural outflow of the system that US Code and the Congress have stipulated.  This desired cultural shift from Service Requirements centric to Joint Capabilities centric process will be a case study in change management in the future.  The change won’t happen in 1-2 years or by executive decree.  Change will only happen with dedicated leadership both within DoD and the Services—and even then, only with broad direction from DoD allowing Services to implement the change within existing cultural habits.   Finally, just as Services need to consider the full range of solutions available to meet joint needs, the combatant commanders must also improve at articulating those needs. 

  The Munitions Requirements Process might be an appropriate model for study.  This process is driven by the Combatant Commanders, based on validated threat assessments, planning guidance and approved plans.  The process makes trades on Service capabilities and programs early enough in the process to support budget decisions rather than waiting until the OSD level balancing begins after Services deliver final budgets.

Execution

Develop and implement formal process improvement methodology


Five of this year’s seven SDCFP host companies have deployed process improvement methodologies.  All five are deployed across all company functions including operations, manufacturing, business and strategy development, and back-office support functions.  In all cases the Six Sigma initiatives not only have paid for themselves but have reaped significant cost savings.  The leading companies are also seeing significant contribution to revenues from process control methodologies.  Corporate America saves on average, 2.5% to 3% of their top-line with process improvement methodology.  That would equate to as much as $14 Billion dollars a year for the DoD to spend on currently unfunded priorities.  Even if a DoD Six Sigma deployment were less efficient than that experienced in industry, the initiative could reap tremendous savings.


DoD should: direct Service wide implementations of process improvement methodologies.  Lessons learned from 3M, Caterpillar and Honeywell deployments were remarkably similar and lend caution to such an undertaking for DoD, but the benefits of a process improvement culture are undeniable.  The Services should be the top level “corporation” in this respect in order to reduce cultural barriers.  OSD should set the expectations and interoperability standards and provide implementation guidelines.  

The way leading companies manage Six Sigma leaders would be a significant paradigm shift for DoD, as would be frequent implementation of process change, as well as actually being able to capture cost savings given the nature of the acquisition process and Congressional oversight of DoD budgets.

DoD should: begin training process improvement methodologies at all levels of Professional Military Education.  Regardless of whether there is a department-wide deployment of Six Sigma, Lean or similar methodology, the tools and thought disciplines that process improvement methodology teaches would benefit leaders at every level.    

DoD should: mandate contractual requirement for “continual improvement, “efficiencies”, “cost containment/cost control”, or “productivity targets/savings” in Requests for Proposal and acquisition contracts.  Waivers could be granted for Small/Disadvantaged Businesses or other special cases to preclude competitive advantage to large firms, but the requirement for process improvement methodology would improve program performance and generate cost savings.  



People

Management Resource Review

Honeywell’s MRR process provides a valuable standard tool for assessing organizational and individual capability and gaps.  Further, the MRR provides the initial framework for resolving the issues identified.  Similarly targeted Services-level processes in this writer’s experience are less rigorous and far less demanding of the organizational leaders’ time and energy.  This is not to say Service level leaders don’t devote energy to managing their people—they certainly do, but the level and quality of effort is ad hoc and lacks an overarching process of the degree described.   

DoD/Services should: Improve Human Resource management processes by incorporating organizational MRR-like review process to complement the Fitness Report/Personnel Evaluation (Navy model) systems.  This type of review would improve understanding and identification of individual development needs and greater insight into personnel-based organizational strengths and weaknesses.

DoD/Services should:  Introduce a process to identify, document & flow down annual individual performance goals that are derived from organizational goals.  Six Sigma methodology establishes top-level organizational goals, from which are derived 2nd-tier organizational goals and leaders’ individual goals.  Lower tier organizational goals similarly flow-down as do those of leaders’ direct reports, and so on.  Ultimately, personnel are evaluated objectively by measuring performance based on cooperatively established and agreed upon goals that are linked to organizational success.  

DoD should:  Introduce executive MBA training into the Professional Military Education continuum and for senior Government Service civilians.  The formal training this program provided prior to the Fellows reporting to their assignments included a one week mini MBA course taught by professors from the University of Virginia’s Darden School of Business.  This training was exceptionally valuable in preparing the Fellows to better understand industry language and mindset.  Training of this sort would likewise benefit senior military officers (O-5, O-6) bound for Service or OSD staff positions.  There is a general perception in the military that “management” is a dirty word—in the military we don’t lead, we manage.  In point of fact, the two are not mutually exclusive and not only would military officers greatly benefit from management training, it would likely improve job performance.  Neither does the military have a monopoly on “leadership.”  With success in the business world increasingly predicated on ability to influence behavior and motivate performance, leadership is not a foreign concept in corporate America.    

Organization & Culture


DoD should: Incentivize a culture of controlling cost, rather than spend to budget.  Industry actively rewards cost saving success.  Commanders at all levels should be encouraged and rewarded or benefit from controlling spending.  DoD should seek to eliminate the mentality that says “spend all you have or you’ll get less next budget.”  Additionally, DoD should provide mechanisms by which part of savings can be redirected locally towards shortfalls or Quality of Life programs.  


DoD should: provide funding to increase individual productivity, collaboration tools and internet-based solutions.  Greatly increased productivity through connectivity and availability of high fidelity information regardless of location is happening in Industry today.  And it’s happening securely, frequently with off-the-shelf equipment.  Investing in capabilities like these is an investment that can reduce manpower requirements or free up personnel to meet other requirements.  For many personnel applications in the DoD, quantity has a quality that cannot be duplicated through technology, but many do not.  People will always be the most expensive investment DoD makes, and the most valuable.  Making people more productive, down to the individual Soldier, Sailor, and Airman isn’t something the DoD can’t afford to do, its something the DoD can’t afford not to do.  Lastly, and perhaps most importantly, these are the tools of the next generation, the young people for whom the Services will compete are comfortable using high-productivity and connectivity tools and DoD should provide broad policy guidance for their use.

Bibliography

Bossidy, Larry, and Ran Charan.  Execution, The Discipline of Getting Things Done.  New York, Crown Business, 2002.
Cote, David.  Address to 2005 SDCFP Fellows, Honeywell Company Day, 22 March 2005. 

Crane, Tom and Melissa Young. AlliedSignal-Honeywell Merger Receives Clearance From European Commission.  
(http://www.fibersource.com/f-info/More_News/alliedsignal1.htm) (April 2005).

Drucker, Peter.  Innovation and Entrepreneurship.  New York, Harper & Row, 1985.

Honeywell International, Inc.  Growth at Honeywell:  2004 Annual Report.  New York, Taylor and Ives, 2005.

Honeywell International, Inc.  Honeywell Public Web Site [2004].  (http://www.honeywell.com) (March 2005). 

Howes, Mark.  Address to 2005 SDCFP Fellows, Honeywell Company Day, 22-23 March 2005. 

Nutt, Howard, Nancy Kessler, and Ginger Levin.  Business Development Capability Maturity Model.  Farmington Utah, Shipley Associates, 2004.

Joyce, William, Nitin Nohria, and Bruce Roberson.  What (Really) Works: The 4+2 Formula for Sustained Business Success.  New York, Harper Collins, 2003.
Lipin, Steve And Nikhiel Deogun.  “Deals & Deal Makers: Big Mergers of '90s Prove Disappointing to Shareholders--Poor Market Reaction Does Little to Slow Pace of Acquisitions.”  The Wall Street Journal, 30 October, 2000.
Magee, Rod.  Address to 2005 SDCFP Fellows, Honeywell Company Day, 22 March 2005. 

Pande, Peter, Robert Neuman, and Roland Cavanaugh.  The Six Sigma Way: How GE, Motorola and Other Top Companies Are Honing Their Performance. New York, McGraw Hill, 2000.
Ramsey, Bill.  Address to 2005 SDCFP Fellows, Honeywell Company Day, 22 March 2005.

Spear, Steven. “Learning to Lead at Toyota.” Harvard Business Review, May 2004, 79-86.

Unattributed.  Honeywell-AlliedSignal: The hvacr factor (12 Sep 2000). (http://www.achrnews.com/CDA/ArticleInformation/coverstory/BNPCoverStoryItem/0,6152,10287,00.html) (April 2005)





























































































































































































































































































































































































































































































































































































































































� About US .  Honeywell Public Web Site. (� HYPERLINK "http://www.honeywell.com/sites/honeywell/aboutus.htm" ��http://www.honeywell.com/sites/honeywell/aboutus.htm�)


� Growth at Honeywell 2004 Annual Report, 16. 


� Ibid,  17.


� Ibid,  19.


� Our History, Honeywell Internet home page. (� HYPERLINK "http://www.honeywell.com/sites/honeywell/ourhistory.htm" ��http://www.honeywell.com/sites/honeywell/ourhistory.htm�)


� Honeywell International, Inc., Op cit, p 18.


� Honeywell-AlliedSignal: The hvacr factor. (� HYPERLINK "http://www.achrnews.com/CDA/ArticleInformation/coverstory/BNPCoverStoryItem/0,6152,10287,00.html" ��http://www.achrnews.com/CDA/ArticleInformation/coverstory/BNPCoverStoryItem/0,6152,10287,00.html�)


� Tom Crane and Melissa Young. AlliedSignal-Honeywell Merger Receives Clearance From European Commission.  


(� HYPERLINK "http://www.fibersource.com/f-info/More_News/alliedsignal1.htm" ��http://www.fibersource.com/f-info/More_News/alliedsignal1.htm�)


� Steve Lipin And Nikhiel Deogun, “Deals & Deal Makers: Big Mergers of '90s Prove Disappointing to Shareholders--- Poor Market Reaction Does Little to Slow Pace of Acquisitions.”  The Wall Street Journal, 30 October, 2000.


� EU kills GE Honeywell, April 2005, (� HYPERLINK "http://money.cnn.com/2001/07/03/europe/ge_eu/" ��http://money.cnn.com/2001/07/03/europe/ge_eu/�), 3 July 2001.


� Jim Pinto. Honeywell for Sale. April 2005, (� HYPERLINK "http://www.jimpinto.com/commentary/honeywellsale.html" ��http://www.jimpinto.com/commentary/honeywellsale.html�), 28 March 2001.


� Dave Cote and Mark Howes, discussion with 2005 SDCFP Fellows, 22 March 2005.


� Ibid.


� Rod Magee, discussion with 2005 SDCFP Fellows, 22 March 2005.


� Honeywell International, Inc. Op cit, p 3.


� Honeywell Behaviors statement, Honeywell Intranet, September 2004. 


� Cote. Op cit.


� William Joyce, Nitin Nohria, and Bruce Roberson, What (really) Works. The 4+2 Formula for Sustained Business Success,  16.


� Honeywell Aerospace Strategic Plan 2004, Honeywell Intranet, 6. 


� Honeywell Aerospace Strategic Plan 2004, 3.


� Larry Bossidy and Ram Charan, Execution, The Discipline of Getting Things Done,  141


�Peter Pande, Robert Neuman and Roland Cavanaugh, The Six Sigma Way: How GE, Motorola and Other Top Companies Are Honing Their Performance, xi. 


�Kevin Gianetto, Giant Steps: Caterpillar’s aggressive adoption of 6 sigma, (Caterpillar, 2002), 12


�Pande, et al, Op cit. 7-9.


� Ibid. 8.


�Jeffrey Liker, The Toyota Way, Executive Book Summary, (� HYPERLINK "http://www.summary.com" ��www.summary.com�), 1.   


� Steven Spear, Learning to Lead at Toyota, Harvard Business Review, May 2004, 80.


� Peter Drucker, Innovation and Entrepreneurship.


� Honeywell Strategic Marketing Program course materials.


� Gary Schulz, The History of BFEC, April 2004, (� HYPERLINK "http://www.bfec.us/bfectxt.htm" ��http://www.bfec.us/bfectxt.htm�), May 2000, 1-4.


� Jerry Wellman, personal interview, August 2004.


� M. Howes, HTSI Leadership Team Staff Meeting.


� H. Nutt, N. Kessler, G. Levin, Business Development Capability Maturity Model, Shipley Associates, p vii.


� David Kriegman, SRA Cultures and Values, address to SDCFP Fellows, 13 Jan 2005.


� Katell Thielemann, Sales vs. Green Belt Certs: Fun with Statistics, email from katell.thielemann@honeywell-tsi.com, 19 Apr 2005.


� Joyce, et al. 16, 27, 28.


� Joint Capabilities Study Final Report, December 2003, (� HYPERLINK "http://www.paxriver.org/files/ACF1223%2Epdf" ��http://www.paxriver.org/files/ACF1223%2Epdf�), May 2005.





5
ii

