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Project Proposal:
Problem Statement:	
Like most automotive manufacturers Prinoth has three departments with the potential to generate revenue-- Vehicle Sales, Spare Parts, and Service.  Past experience has shown that economic and environmental factors have a significant impact on all three of these departments’ ability to generate revenue.  The Great Recession beginning in 2008 coupled with the subsequent warm and rainy winters had a devastating impact on company performance from all three departments.  The effects of these losses would be felt companywide in the form of employee layoffs, banned overtime, pay freezes, reduction in employee benefits, and inventory optimization/reduction.  Subsequently, Prinoth decided to diversify their product line by acquiring Camoplast’s tracked utility vehicle division in 2009 and in 2011 partnered with AHWI’s vegetation management markets to increase stability and mitigate future losses.
Although the company is better prepared for future collapses in a given industry with its newly diversified product portfolio, some of these losses could have easily been eliminated, or greatly minimized, had we taken more control over our internal processes sooner.  For example: There are many departments which make up the organization including: vehicle sales, spare parts, service, finance, engineering, purchasing, quality management, logistics, marketing, production/assembly line, shipping  and receiving, warranty administration, IT, Human Resources, etc., yet only the first three of these departments are capable of generating revenue.  Ideally, every department would operate at maximum efficiency, have minimal expenses, and all three revenue departments would be generating the highest possible profits.  However, based on internal performance tracking data provided by the Parts Director at the 2014 annual parts conference, the service department revenue has consistently been at a deficit versus the cost to operate it.  The creation of a custom KPI program can help identify and monitor the various expenses of the service department and compare these costs to the revenue that it generates.  The information obtained from knowing when, where, and how money is being spent in the service department; as well as when, where, and how it is being generated can help Prinoth eliminate unnecessary expenses and exploit potential earning opportunities that would otherwise be missed.  
The bottom line- decreased expenses and increased revenue equate to higher profits.  The additional profits obtained from service department optimization can provide greater security against future calamity, and/or be redirected to other areas within the organization to increase our competitiveness, gain market share, and catalyze future growth.
Significance:
Top competitor Pisten Bully has slowly been gaining market share in the snow groomer division by offering their vehicles at significantly lower prices.  Information obtained from mixed fleet customer surveys (customers who run both Prinoth and Pisten Bully) reveal that Pisten Bully has a higher total cost of ownership due to increased down time, lower parts availability, and higher cost of spare parts; however, the initial cost savings on a new vehicle has proven to be an effective method for increasing new vehicle sales and distributing their product line.  In addition to aggressive vehicle sales incentives for their snow groomers, Pisten Bully has recently acquired Soft Track (our top competitor in the tracked utility vehicle division), and has begun targeting our customers with the same aggressive incentives on new utility vehicles.  Another cause for concern is that the undercarriages of these vehicles have always been identical to that of our Go-Tract line of utility equipment and the newly named PowerBully utility vehicle division has begun an equally aggressive spare parts promotion for these generic and interchangeable parts.  
Prinoth’s three revenue generating departments’ act as a tripod that support the rest of the company, each department leans on the other for support, and the success or failure of each department directly affects the success of the other two departments, as well as the overall stability of the entire organization.  Without vehicle sales there would be no parts sales and no service labor revenue; service cannot repair vehicles without spare parts; and vehicle sales are greatly affected by the overall customer perceived quality of our product and the services received from the other two departments (parts and service).  As previously mentioned the cost at which we are able to offer our products also has a significant impact on new vehicle sales.  A decrease in new vehicle production does not just affect vehicle sales revenue, but reduces the amount of our vehicles in active operation, which in turn- decreases the potential for spare parts sales and service revenue.  
The increased competition in multiple vehicle divisions intensifies the need for departmental optimization.  The development of a custom KPI program to monitor service department performance can help Prinoth optimize its service department operations by identifying new or previously overlooked opportunities for generating revenue, refining its policies and procedures to eliminate unnecessary costs, increase compensation for expenses incurred, and subsequently increase overall profitability.  Effective resource management obtained from increased cost monitoring and real time observation of current sales trends is the driving force behind the KPI programs success.  Being able to see at a glance the accurate and current costs incurred and revenue generated will enable management to better analyze current trends and take quicker action to mitigate risks associated with underperformance or exploit potential earning opportunities.  For example: employees in an underperforming RDC could be temporarily transferred to another location with a surplus of customer paid work.  Customer paid jobs that would have previously been turned down due to the lack of experienced technicians available could then be taken, thereby increasing revenue and strengthening our relationship with our customers.  
The combination of decreased service expense and increased service revenue achieved via information obtained from the KPI program would free up a substantial amount of funding that could be redirected to vehicle sales, thereby allowing Prinoth to be more competitive in vehicle pricing.  An increase in new vehicle sales would then increase the amount of equipment being used and after the initial warranty period expires, spare parts sales and service revenue would increase as well. Of course, this is just one example of what could be done with the increased retained earnings.  Additional funding could always be provided to other departments, to seek out or develop new technologies, improve vehicle performance, efficiency, reliability, strengthen Prinoth’s- Premium Brand, or in any other manner as seen fit.

Objectives:
Scope:
The KPI program has the potential to serve other departments and optimize their performance with future version releases; however, the initial focus will be on the service department as it has the greatest need for optimization and highest R.O.I. potential.  A thorough analysis will be conducted on the daily operations of the service department including, but not limited to: 
· The various jobs they perform and hours logged such as: warranty repair, demo vehicle repair, customer paid labor, customer technical support, internal refurbish work, etc.
· Additional (non-labor) expenses will be recorded and analyzed such as: travel expenses (company vehicles and maintenance on company equipment, gas, etc.) lodging / hotel, meals, company cell phones, company issued uniforms, shop supplies (rags, oils, grease, misc. hardware, other miscellaneous non-inventoried supplies such as electrical wire, connectors, pins, terminals, etc.)
· Sources of revenue and expense compensation will be documented and analyzed such as: Customer paid labor, hourly labor rate charged, labor charged for travel time, travel expenses such as fuel or mileage, misc. shop supplies used, etc.
This information used to obtain the system requirements will be obtained through observation, analysis of the current system and documentation, interviews with service personnel and involved management as well as some mini JAD (joint application development) sessions.  The purpose of the JAD sessions is to incorporate as much feedback from both service and upper management as possible.  The joint development efforts will hopefully achieve a higher buy-in from both service and management and create a level of commitment that will contribute to the project’s success.  In addition to the thorough analysis of the service departments operations and expenses, another analysis on the sources of this information, deadlines for data entry / frequency with which this information is entered into the system will be completed and a formal business process drafted and distributed to the appropriate personnel.  The information will be presented in a graphical format that resembles the dashboard in a common automobile with gauges / odometer / hour meter, etc.  
Goals:
The goal of the KPI program is to increase awareness of the service department’s income and expenditures.  The knowledge obtained from this increased awareness will lead to better decision making and asset management.  Ultimately, the information obtained from the KPI program will make the service department a revenue source for the company.  Current procedures for monitoring service department success are time consuming and require redundant data entry into Excel files where the data is then analyzed, calculations performed, presented in numerical charts and graphs, and then distributed via email to the appropriate personnel.  Because of the time required to run these reports and present the information in a readable format, these reports are only run on a monthly basis.  The KPI program would increase performance measurability via one or two click reporting methods which import already existing data thereby reducing excessive redundant work. 
Objectives:
The objective of the KPI program is to transform the service department from a cost center to a profit center by means of increased awareness of where additional income can be made and expenses can be avoided.  The KPI program is expected to be fully operational and begin providing the company this added value by the middle of November, 2015.  As fate would have it, the success of this project can be measured with simple continued use.  The graphical representation of the key performance indicators will ultimately show how successful it has been at providing the company with useful business knowledge.  The work to be performed will be completed during normal working hours, when time allows, and with already existing personnel.  As such, the cost for this project will be minimal and therefore economically feasible.
Deliverables:
· A completed project proposal will be submitted by August 2, 2015 and will contain the problem statement, significance of the project, objectives, deliverables, methodology, and risks.
· A draft SDD (system design document) and project plan will be submitted by August 16, 2015 
· A final SDD and Project Plan will be submitted by August 30, 2015.
· A draft of introduction and verification plans will be submitted by October 11, 2015
· Draft of Project Closure Document will be submitted by October 25, 2015
· Final Project Closure Document will be submitted by November 8, 2015
Methodology:
For the system design I will be following an object oriented RAD (Rapid Application Development) and Phased development approach.  The object oriented methods will allow me to decompose the problem domain into objects which represent both processes and data, therefore simplifying system design and maintenance while increasing code reusability.  The phased version releases will allow me to create limited functionality prototypes which I can release for early testing so that previously unclear or misunderstood requirements or additional critical requirements can be discovered and incorporated into the system with greater ease than if the system had been completely analyzed, developed, and released (as with a traditional waterfall methodology).
Risks:
Risks involved with the project include:
· My lack of familiarity with the functional area:  Having worked in the parts department for over nine years I am not as familiar with the internal operations of the service department.  Additionally I am not fully aware of how the KPI data is currently entered, maintained, and procured.  A thorough analysis of these two areas will be required to minimize this risk.
· Compatibility of the new system with existing systems: Our main ERP system is a licensed product from SAP AG which is where a bulk of the information is presumed to come from.  My ability to integrate the KPI program with this licensed system is not certain, however it is presumed to be possible.  A change in scope may be required to increase the timeline of this project so that alternate input methods can be explored and developed. 
· Should the project not fulfill the outlined objective, the risk associated with project funding would be minimal as this is going to be created when time allows during normal working hours and with already existing and available employees.  However, should the KPI program be completed and report inaccurate information (without being caught) and decision makers use this false information in their decision making processes, there could be some risk involved with mismanagement of company funds/assets that would result in monetary losses.  A thorough testing and verification process of information provided would need to be implemented to minimize or eliminate this risk.
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