company must. c.h.ange. To compete with other manulfacturers,
the company initiated a strong acquisition program whereby
smaller 6rms were bought out and brought into the organization.

pany believed that an intensive acquisition program

The com
would <olidify future growth and development. Furthermorc,
due 10 their reputation for possessing a superior technical prod-

st and strong marketing deparupem, the acquisition of other
compaﬂies would allow them to diversily into other fields, espe-
cially within the arca of government contracts. However, the

d acknowledge one shortcoming that possibly could

company did .
their efforts—1t had never fully adopted, nor implemented,

any form of project management.
[n July of 1996, the company was awarded a major

defense contract after four years of research and development
intensive competition from a major defense organization.
The company once again. relied on their superior technological
capabilities, combined with strong marketing efforts, to obtain
the contract. According to Chris Banks, the current marketing
manager at Acorn Industries, the successful proposal for the
government contract was submitted solely through the efforts
of the marketing division. Acorn's successful marketing strategy

elied on three factors when submitting a proposal:

and

1. Know exactly what the funder wants.
ctly what the market will bear.

ntract awarded in July 1996 led to subsequent

The ¢oO
t, eight more were awarded

government contracts and, in fac
amounting to $80 million each. These contracts were to last

anywhere from seven (0 ten years, taking the company into
early 2009 before expiration would occur. Due to their exten-
sive growth, especially with the area of government contracts
as they pertained to weapon systems, the company Wwas forced
in 1997 to change general managers. The company brought in
an individual who had an extensive background in program
management and who previously had been heavily involved 1n

research and development.

Problems Facing the General Manager

The problems facing the new general manager were numerous.

Prior to his arrival, the company was virtually 2 decentralized
manufacturing organization. Each division within the company
was somewhat autonomous, and the functional managers Oper-
ﬂttfd under a Key Management Incentive Program (KMIP). The
gnor general manager had left it up to each division manager Lo
at(:a?nl::t was required. Performance had been measured against
KMIP er:t of goals. If.tt.xc. annual objective was mel unde.r the
)'ea.r-en% bgoram, each division manager could expect to receive a
¥ e mananus.' These bonuses were co.mputed on a percentage
bility 1o efzr sdbasc pay, and were Fhrcctly corr.elatcd to the
planning withicc thc. gnpual objective. Accordingly, future
Siiper, i n each division was somewhat stagnant, and most
o not concern themselves with any aspect of orga-

MZational :
Objective. growth other than what was required by the annual

the acquiring of three new companies an
sition of a fourth, As betore, the expertise O

department was heavily relied upon.

little, if any, production planning had ocey

bcmtccn research and development and the rred. Int.eractions

ncering departments were virtually nonexistegtmdualon engi-

Development was either way behind or wa); ahejz?e;:m and
¢ other

departments at any particular tim
. e. Due to t
KMIP program, this aspect was likely to continhuce S of the

Change within the Organizational Structure

To compound the aforementioned problems, the general m
’ an-

ager faced the unique task of changing corporate philo
Previously, corporate management was concerned with az(‘)phly ‘
product with a short-term production cycle. Now, howcve:-n(ghc
corporation was faced with long-term governmental comr;:xctse
long cycles, and diversified products. Add to this the fact that the:

company was almost devoid of any individuals who had oper-
ated under any aspect of program management, and the tasks

appeared insurmountable.
The prime motivating factor for the new general man-

ager during the period from 1997 to 1999 was to retain prof-
itability and maximize return on investment. In order to do
this, the general manager decided to maintain the company’s

commercial product line, operating it at full capacity. This

decision was made because the company was based in solid

financial management and the commercial product line had
been extremely profitable. According to the general manager,

Ken Hawks,

The concept of keeping both commercial and
government contracts sepd rate was a necessity.
The commercial product line was highly
competitive and maintained a good market
share. If the adventure into weaponry failed,
the company could always fall back on the
commercial products. At any rate, the company
at this time could not solely rely on the suc-
cess of government contracts, which were due

to expire.
anizational structure and

In 1996, Acorn reorganized its org
der the direct auspices

created a program management office un
of the general manager (se€ Exhibit I).

Expansion and Growth

In late 1996, Acorn initiated a maj
sation within its various divisions.
between 1996 and 1997, the government

or expansion and reorgant-

In fact, during the period
contracts resulted n

Growth objectives for each
rate headquarters with the advice and

division were set by corpo
feedback of the division managers.

sions had not had a program director.
functions for all divisions were performed by one program

manager whose expertise was entircly within the commercial
field. This particular program managet was concerned only

Up to 1996, Acorn’s divi-
The program management




by a group executive. The office was main
government contracts. Concurrently, an 0
in Washington to momtor

Defense and to further act a
tracts. A position of director

interact with the prograi offi
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with profitability and did not :
closely interact wil j
funders. According to Chris Banks, ’ Wity Qewnes

The program manager's philosophy was to meet
the minimum level of performance required by
the contract. To attain this, he required only
adequate performance. As Acorn began 10
become more involved with government con-
tracts, the position remained that given a choice
between high technology with low reliability,
and vice-versa, the company would always
select an acquisition with low technology and
high reliability. If we remain somewhere in
between, future government contracis should

be assured.

At the same time, Acorn establi shed a Chicago office headed
inly for monitoring for

fice was established

the trends within the Department of
s a lobbyist for government con-
of marketing was established to

ce on contracl proposals. Prior 10

Project .

[Tl 1996 Organizational Structure

aspects of contract propos

1997, the markeling division had always been responsible fo,
believed that mar keting would alwgy,

contract pro sals. Acorn
propo ‘he company. However, in 19g;

as in the past, set the tone for the
o in 1998 (se€ Exhib

‘ble for the various governmep
hat Acorn realized the necessipy

of involving the program manager more extensively in contrag
proposals. One faction within corporat€ management wanted
to keep marketing responsible 10 contract proposals. Another

decided that 2 combination hetween the mar?cq.ing input and the
expertise of the program director must be utilized. According 1q

Chris Banks,

of project managers "=
contracts. [t was al this time t

ized that the program
in all phases of contract proposals.

Prior to 1996, the marketing department controlled most
als. With the establishment of the
Y
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Management

Project
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Project
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program office, interface between the marketing department and
the program office began to increase.

Responsibilities of the Project Manager

In 1997, Acorn, for the first time, identified a director of program

management. This individual reported directly to the general
manager and had under his control:

1. The project managers
2. The operations group
3. The contracts group

Under this reorganization, the director of program
management, along with the project managers, possessed

greater responsibility relative to contract proposals. These new
responsibilities included:

1. Research and development
2. Preparation of contract proposals
3. Interaction with marketing on submittal of proposals
4. Responsibility for all government contracts
a. Trade-off analysis
b. Cost analysis

5. Interface with engineering department to insure satisfaction
of funder’s desires

Due to the expansion of government contracts, Acorn was
now faced with the problem of bringing in new talent to direct
ongoing projects. The previous program manager had had con-
siderable power over operations and maintained a singular phi-
losophy. Under his tenure, many bright individuals left Acorn
because future growth and career patterns were questionable.
Now that the company is diversifying into other product lines,
the need for young talent is crucial. Project management is still
in the infancy stage.

Acorn’s approach to selecting a project manager was
dependent upon the size of the contract. If the particular contract
was between $2 and $3 billion, the company would go with

Project
Managers

Ongoing Ongoing ;
. On
Projects Projects pn%gg;g Operations Contracts

the most experienced individual. Smaller contracts would be
assigned to whoever was available.

Interaction with Functional Departments

Due to the relative newness of project management, little data
was available to the company to fully assess whether opera-
tions were successful. The project managers were required
to negotiate with the functional departments for talent. This
aspect has presented some problems due to the long-term
cycle of most government contracts. Young talent within the
organization saw involvement with projects as an opportu-
nity to move up within the organization. Functional man-
agers, on the other hand, apparently did not want to let go of
young talent and were extremely reluctant to lose any form
of autonomy.

Performance of individuals assigned to projects was
mutually discussed between the project manager and the
functional manager. Problems arose, however, due to the length
of projects. In some instances, if an individual had been assigned
longer to the project manager than to the functional manager,
the final evaluation of performance was submitted. In some
instances, adequate performance was rated high in order to
maintain an individual within the project scheme. According to
some project managers, this aspect was a reality that must be
faced, due to the shortage of abundant talent.

Current Status

In early 1998, Acorn began to realize that an orders shortage

relative to government contracts would possibly occur in late
2001 or early 2003. Acorn initiated a three-pronged attach to fill

the apparent void:

1. Do what you do best.
2. Look for similar product lines.
3. Look for products that do not require extensive R&D.

To facilitate these objectives, each division within the cor-

poration established its own separatc marketing department. ’I’hei
prime objective was to seek more federal funds through successfu
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