BETTER NEW BUSINESS
DEVELOPMENT AT DuPONT |l

A business initiative process provides teams and their leaders with frameworks and
tools to support the application of judgment and learning to their NPD projects.

Robin A. Karol, Ross C. Loeser and Richard H. Tait

OVERVIEW: DuPont has developed a structural
framework the Business Initiative Process  to help
its business leadership and development teams navigate
successfully through the new business development
(NBD) minefield. A key element of this framework is a
comprehensive set of guidelines and tools to support the
development teams as they drive their NBD projects.
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These guidelines and tools cover the full range of NBD
activities from business case development through
detailed development and alliance negotiation to full
commercial launch.

DuPont is involved in a systematic effort to improve the
overall return from its investment in new business devel-
opment (NBD) by developing and implementing a set
of processes, tools and organizational structures to
help business management and project teams signifi-
cantly enhance NBD performance. The objective of
this effort is to find or develop a set of benchmarked best
practices to support/manage the full range of NBD tasks,
from strategy development through to full market
launch, with a particular focus on alliance formation and
management.

In Part | of this article (1) we presented an overview of
DuPont s Business Initiative Process (BIP) one of a
number of frameworks DuPont has developed and
implemented to structure/organize both the NBD
decision making of the business leadership team and the
work of development teams driving specific NBD
projects. This process was built on the foundation of
DuPont s existing corporate best practice for product/
process development (PACE, for Product And Cycle-
time Excellence (2) but expanded on it to incorporate a
broad array of NBD best practice tools and frameworks.
BIP has been used with more than two dozen venture
projects, including more than 10 in China (an area of
major NBD activity for DuPont).

In this article we present a more comprehensive view of
the work that an NBD team must complete as it executes
a project using BIP. In particular, we describe the key
steps (blocks of work) that a project team completes as
it moves through the five phases of BIP (see Figure 1)
and we describe some of the tools that facilitate the
team s work. This work has been detailed in the BIP
Guideline Manual and a number of task-specific guides,
templates and procedures that are available to DuPont s
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Figure 1. DuPont s Business Initiative Process has a detailed roadmap to guide project teams as they move
their initiatives through the five phases of the development process.

NBD teams. Our purpose in this article is to provide a
picture of what a team does as it follows the process.

Business Case Phase

The first step in launching an NBD initiative (once an
opportunity has been identified) is to build the business
case. The NBD project team must define potential strat-
egies and assess their fit with the overall strategic
direction of the business. At this point, the NBD team
develops options for what the new business venture
might look like when fully commercialized and develops
apreliminary plan of how the organization will reach that
point. The flow of work to develop a business case is
shown in Figure 2.

Key questions that the team needs to explore (and
options identified) include:

» Target Customers Who are the organizations/
individuals you are targeting to purchase your product/
service? Identify the end-user and the people who control
the direct buy decision for your product/service: assess
the entire value chain down to the end user.

* Value Proposition What is the value you are
offering your target customers that they will be willing

and eager to pay for? Capture what differentiates your
offering from your competitors: what is it that customers
are buying from you that they cannot get elsewhere?

* Program Objectives and Criteria for Success What
are the goals/targets for the program in terms of scale,
market penetration, growth rate, competitive position,
etc?

» Business Model How do you plan to organize/
structure the pieces of the enterprise to develop
produce support deliver your value proposition to your
target customers?

» Business Strategies ldentify potential business strat-
egies; explore, as appropriate, technology protection,
country issues, infrastructure, entry barriers, legal
restrictions, etc.

* Development Plan Show a high-level view of the
work required to build/establish an ongoing business
based on an assessment of the capabilities currently in
place vs. capabilities required to win in the marketplace
( strategic gaps analysis, next page).

Research zTechnology Management




* Business Case Describe how the business will

make money with this NBD initiative. This should
capture both the payoff for the customer and the payoff
for your business.

Atthe end of the Business Case stage, the venture team is
required to capture all of this information in a formal

Project Proposal document, whose table of contents is
shown in Figure 3. This document is the focus for the
discussion of the project that takes place at the Business
Case phase review with the business Program Approval
Committee, described in Part I.

At this phase of the venture life cycle, many of the pieces
of the vision for the enterprise and the preliminary plan to
get there will be fuzzy and incomplete. These will be
based on a high-level view of customer needs and mar-
ketplace dynamics. The likelihood is great that a number
of elements will change significantly over time as new
insights are developed about the marketplace and the
technology . And in fact, some of these initial pieces may
be just plain wrong. But by creating this picture and plan
early, the development team can begin to identify the
issues that need clarification and will validate their
vision of the future and their path to meeting the business
goals. The Project Proposal document becomes the
framework for an Integrated Project Plan (completed
during the next phase) that captures the learnings from
the work done along the way and will be used as the
primary communication tool between the team and the
rest of the organization throughout the life of the project.

Evaluation and Planning

The primary objectives of this phase of BIP are to fully
assess the opportunity, evaluate alternatives, select the
preferred business strategy, and validate the essential
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Figure 2. There is a well defined flow of
deliverables that each project team must
complete as it develops the business case for its
new business development initiative.

The NPD team must
define potential

strategies and
assess their fit with
the overall business
direction.

feasibility of the project. The focus of the development
team is to gather data and develop detailed plans based on
an in-depth analysis of that data. This phase is all about
developing and putting in writing all the key infor-
mation needed to guide the team once it moves to act in
the outside world.

Project Feasibility and Strategy Development

The purpose of this step is to define the new business
opportunity, using a feasibility study and strategic gaps
analysis as key inputs. The gaps analysis (see Figure 5)
and the discussion in Part | compare DuPont s current
capabilities with what it takes to be successful and pri-
oritize key strategic needs. The feasibility study is a
rigorous data/information-oriente d analysis that includes
market opportunity and market dynamics, value chain
status and needs, technology options, financial analysis,
etc. From this analysis, the team develops a recom-
mended business strategy and a prioritized list of alter-
native strategies.

Market Assessment and Preliminary Market Planning

Effective new business development always begins with
a rich understanding of the marketplace. During this
stage of the NBD venture life cycle, the team completes
a comprehensive assessment of the key marketplace
dynamics that will impact their project. DuPont has
developed in-house capability in a variety of quantitative
and qualitative market analysis tools that business teams
tap to support their projects, including: market segmen-
tation, industry structure analysis, competitor bench-
marking, and competitive position assessment.

The wide-ranging marketplace information generated
here provides a firm foundation for setting strategy and
developing a preliminary marketing plan. In addition, as
new data emerge in later stages, the team will use that
new data to revise and update the market assessment.
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Table of Contents - Project Proposal

decision.

I. EXECUTIVE SUMMARY

II. OPPORTUNITY AND BUSINESS DEVELOPMENT STRATEGY
- includes partnering concepts/options

III. MARKET DEFINITION AND MARKETING APPROACH
IV. TECHNOLOGY APPROACH

V. COMMERCIAL MANUFACTURING AND OPERATIONS DESCRIPTION
- includes overview of full range of business processes/systems
- describes facilities needed and planned design/construction activities

V1. SUPPLY CHAIN STRATEGY

VII. SAFETY HEALTH AND ENVIRONMENTAL IMPACT/STRATEGY
- includes definition of appropriate community outreach effort

VIII. LEGAL AND REGULATORY REQUIREMENTS
- includes governmental approval process

IX. PROGRAM ORGANIZATION, RESOURCES, PLAN AND SCHEDULE
X. FINANCIAL PROJECTIONS

XI. MAJOR ISSUES, RISKS AND ASSUMPTIONS

Figure 3. The project proposal for a specific new business initiative is the final
deliverable from the Business Case stage of BIP. This document captures the key
information needed by the Program Approval Committee to make a Go/No-Go

Alliance Assessment and Partner Selection

One of the most common approaches to closing capabil-
ity gaps is to form an alliance with another organization
that has the missing pieces. NBD by its very nature takes
a business into new areas, and the time and resources to
fill all gaps internally is often perceived as prohibitive.
Partnering then becomes the only viable option and at
this point the critical issue becomes selecting the right
alliance option and the best partner.

In DuPont, we first challenge teams to explore the full
alliance landscape (Figure 4) before finalizing a strategy
and selecting a preferred partner. Too often a team will
start with the assumption that one particular partnering
framework frequently an equity joint venture is the

only way to go andwon t look at alternatives. We have
often found that a less complex alternative can be effec-
tively structured to meet the needs.

After an alliance option is selected, the development
team is facilitated through a partner identification and
evaluation process we have dubbed strategic due
diligence. The goal is to identify potential partners and
develop sufficient information about their strengths/
weaknesses and competitive position to allow the team to

complete the option evaluation worksheet shown in
Figure 5. In addition, this data gathering effort should
provide key information on the 3 Cs  compatibility,
commitment and complementary capabilities which
must be a good fit for a partnership to be successful. After
sufficient data has been gathered and evaluated, the team
will select the preferred partner(s) and viable alternatives
for the next phase.

Product and Process Definition

Concurrent with partner evaluation/selection, the team
will fully define the products/services to be provided
and the manufacturing processes that will produce them.
This work is guided by the standard PACE guidelines
established for product/process development. The
extensive PACE manuals and templates available in
DuPont provide specific guidance on all the tasks and
deliverables required. The objective is to give clarity to
bring hard specifications to the outlines provided in the
value proposition work in the Business Case.

Conceptualizing Commercial Operations

This work is also done concurrently with product/
process definition and partner selection. The output from
this step is an integrated broad-brush picture of how the
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Figure 4. The full array of potential alliance options what we call the alliance
landscape  needs to be explored/assessed before a preferred alternative is selected.

business will operate when fully commercialized i.e., sourced, etc.? This picture will complete the business
how will product components be sourced? Which manu- model developed in the Business Case stage.

facturing plants will be used? How will distribution be

handled? How will customers be serviced? Which New business development project teams often start with
administrative activities will be done in-house vs. out- both a green-field site and an empty office and have

WINNER STRATEGIC DUPONT CAPABILITIES POTENTIAL OPTIONS
“MUSTS” CURRENT “GAPS” [Option 1] [Option 2]

Partner Option Evaluation {Ratings : +, 0, -)

1) Ability to deliver superior value
2) Time to achieve strategic “musts”

3) Financial return
4) Probability of success
5) Resulting competitive landscape

OVERALL ASSESSMENT & OPTIONS RANKING

Figure 5. The Option Evaluation Worksheet is used to capture the results of the
strategic gaps analysis and the assessment of alternatives to close the key gaps
identified in that analysis.
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only a fuzzy, incomplete picture of what should go in
each. Developing a conceptual but comprehensive
picture of how the new business will function where
products will be manufactured, who will handle distribu-
tion, how the operation will be staffed, etc. is a critical
early task and should be done with lot of external input.

Integrated Project Plan (IPP)

The IPP rolls up all of the key information gathered and
shows the detailed implementation plan that the team
will use to take the NBD project to full commercializa-
tion. This document expands and enriches the original
Project Proposal. The IPP becomes the primary vehicle
for guiding the work of the team and communicating
information about the project to the organization.

Detailed Development and Preliminary Negotiations

This phase takes the plans and concepts built during
Evaluation and Planning and begins putting them into
action both externally and internally. While the first two
phases were essentially paper exercises for the core
team, this phase requires them to do work on the
ground. Specific tasks include launching and complet-
ing the preliminary negotiations with preferred
partner(s), developing/testing prototypes, and
validating/finalizing product and process specifications
and the marketing plan. The overall objective is to
validate/upgrade the underlying fundamentals of the
project through prototyping and external testing, and to
develop confidence that the basic assumptions behind
the project are valid.

Negotiating Preliminary Agreements

After senior management has approved moving to this
phase, the core team can begin negotiations with
potential alliance partners. The first step is to establish a
formal negotiating team (which is distinct from the core
team) to develop and execute the negotiating strategy.
The DuPont M&A Partnership (DuPont Finance, Legal
and Corporate Plans) has identified and formalized a
number of best practices on how to structure and manage
this team. Key points include:

» Select a leader and build a negotiating team that is
broad-based, multifunctional and has players experi-
enced in negotiating as well as in the business.

* Clearly define the negotiating box up front.

» Create a small senior management Direction Team
to provide ongoing direction (and rapid response) to the
negotiating team and to review/approve general terms of
preliminary agreements.

* Hold structured negotiating team planning meetings
before and after each negotiating session.

» Develop a written negotiating strategy that is revisited
before and after each negotiation session.

The goal in this stage of negotiations is to reach
agreement on the general plan for the joint project and
formalize that agreement (e.qg., a letter of intent or memo-
randum of understanding) . The LOI/MOU could include
such items as percentage ownership, makeup of equity
contributions, technology to be transferred, management
control, project scope, etc. This agreement provides the
foundation for negotiating final binding agreements,
which will spell out the details of the alliance and the
implementation plan for the joint effort.

Government Negotiations

Many of DuPont s NBD initiatives are established in
countries (e.g., China) where local and/or national gov-
ernment agencies are critical partners in any NBD
project. The government s participation can be through
its regulatory/approval role (e.g., China s Ministry of
Foreign Trade and Economic Cooperation) or as
owners of the specific company DuPont is working
with (e.g., China s petrochemical entity SINOPEC). In
either case, effective negotiations with these bodies are
critical to success and require specific negotiating tools
that have been included in the BIP.

Operations and Facility Planning

This step takes the conceptual framework developed
earlier and begins a detailed build-out of the designs/
plans for the facilities and operational capabilities
needed to support full commercialization. These designs/
plans are broken down into specific areas to cover the full
range of supporting infrastructure needed, including
manufacturing and distribution facilities, supply chain
support, logistics support, information systems, and
operational staffing. In addition, the team begins to
decide how the supply of these pieces needs to be
allocated among DuPont, partners and contract suppli-
ers. The goal of this step to provide overall requirements
for the design, operation and maintenance of all the
facilities and operational capabilities of the full business.
The outputs include cost estimates, identified suppliers,
and development and operations/manufacturing plans.

Product and Process Development and Demonstration

This step is aimed at demonstrating the preferred product
and manufacturing process using prototype or full-scale
production equipment. This will provide both key data
and prototype products to help finalize product and
process specifications. In addition, this step will provide
process flow diagrams and the final basic data for
designing full-scale manufacturing facilities.

Research zTechnology Management




Market Planning

The preliminary market plan developed in the previous
phase is also built-out here. Information is gained
through direct interactions with the marketplace via pre-
liminary market testing of prototype products with
potential customers both DuPont s direct customers
(e.g., carpet mills) and end-users (e.g., developers/
builders of commercial buildings). In addition, more
in-depth third-party market research can be carried out to
augment the earlier internal market assessment effort.
The goal is to develop sufficient information to enable
the team to complete a final marketing plan that contains
all of the elements listed in Figure 6.

Scale-up and Definitive Agreements

This phase is devoted to completing all of the critical
design and ground-laying elements of the project in
preparation for full implementation. At the end of this
phase, everything should be in place final agreements
with partners, critical facilities and equipment layout/
design, key staffing, etc. so that facilities construction
and the other elements of project implementation go
smoothly. This is typically the last opportunity to tune
the business model, modify basic plant design or stop the
project before binding commitments to partners and
major capital expenditures are made.

Definitive Agreements

The negotiating team needs to converge on specific
agreements with the partner(s) that will govern their
ongoing relationship. The definitive agreements should
spell out in appropriate detail (relative to the complexity
of the alliance) the responsibilities, roles, contributions,
and ownership of all parties. In addition, a divorce clause
must be part of the package to ensure that DuPont s
interests are protected if/when the alliance folds. These

definitive agreements can be quite comprehensive and
in a number of situations require multiple stand-alone
agreements.

An additional task here is for the partners to agree on a
transition plan i.e., a step-by-step plan to create a
business that will be in a position to operate profitably
(including a plan to keep the affected ongoing operations
running while the transition takes place). This is particu-
larly important for joint ventures where a brand new
legal entity is created. This process is detailed and
unglamorous (the excitement being all in doing the
deal ) and often short-changed, but it is critically
important and can make or break an NBD effort.

Due Diligence

This activity, like transition planning, is often seen as
unglamorous, overly detailed and even tedious. But like

Table of Contents - Final Marketing Plan

« Competitive position

* Pricing strategy

* Financial analysis

initiative will impact the marketplace.

* Product/offering description

* Product/offering positioning

* Target market segments

» Target customers (direct and indirect)

* Customer advantages for new product/offering

* Preliminary marketing communications plan

¢ Price and volume forecast
* Product/offering launch and ramp-up plan

* Marketing resource requirements

Figure 6. The final marketing plan is a critical deliverable of the Scale-up and
Definitive Agreement stage because it captures the key components of how the

March April 2002







