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Background

Successful product development requires
Innovation and creativity

Is there any doubt about this?

For years, project problem and objective
statements have been recommended as a
means to better manage a path to innovation
project success

Who hasn’t heard of problem
statements?
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concerns

Problem statements are seen to limit the
boundaries of solutions, reducing the opportunity
to surprise or delight the customer

“I don’t want my thinking to be boxed in.”

Problem statements are seen as stifling the
creative process itself, making the act of
Innovation more cumbersome and less effective
“What | do is an art!”
“You can’'t measure what | do.”
“My situation is unique.”
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What You Will Learn Today

Review evidence that resolves concerns

Correct problem statement techniques:

Segment into paired problem and objective
statements

=2
Include critical statement elements % A

Avoid destructive statement pitfalls
Use as a go/no-go gauge for project [ >
Initiation and continuation

Leveraging a good problem statement:

Drive key customer satisfaction parameters
Mitigate project and programmatic risk
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Companies use problem statements to manage innovation

INDUSTRY EVIDENCE
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Case Study: Cummins

Problem: Seemingly boundless passion/energy
for innovation often got them into trouble

“We are just pulsating with energy—ideas are
bouncing off the walls”

Adopting one group’s creative solution often caused

business harm to other, cross-functional groups
Solution: Used Six Sigma problem statements
to balance marketing, engineering, and
manufacturing business needs during innovation

Savings: 2.5% of sales
1ISixSigma Magazine, July/Aug 2005, p 38-40 e
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Case Study: GE Commercial Finance

Problem: Error-prone customer-interface
process leading to customer dissatisfaction

24% loan application error rate

Solution: Proactive innovation project to create
a digital funding process
Captured customer requirements in a clearly bound
problem statement
Savings: 10x performance improvement on

critical customer parameters
1ISixSigma Magazine, July/Aug 2005, p 41-42
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Meager Knowledge vs. Science

“When you can measure what you are speaking about,
and express it in numbers, you know something about it;
but when you cannot express it in numbers, your
knowledge is of a meager and unsatisfactory kind. It may
be the beginning of knowledge, but you have scarcely, in
your thoughts, advanced to the state of science.”

— Lord Kelvin (1824-1907)

You may say or think you're an artist—but unless you can put
numbers to what your work, you are not scientific

“If we can't express what we know in the form of numbers, we really
don't know much about it. If we don't know much about it, we can't
control it. If we can't control it, we are at the mercy of chance.”

— Mike J. Harry

If you are in business, you cannot remain an artist; you must enter
the world of science!
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Seemingly Contradictory?

No! They are complementary

Six_ Sigma Innovation
Promote consistency Encourage diverse thinking
Optimize performance Leapfrog trade-offs through
within known trade-offs new paradigm
Cold, hard data and Evoke emotional customer
objective decisions experiences
Make money now Take calculated risks

Problem statements (and other tools from Six
Sigma) allow consistent execution and fulfillment
of the process of innovation itself and more
consistently successful innovation outcomes
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Usual Starting Point for Innovation

Too many start an innovation project
with the wrong question:

Q: “How will we solve the problem?”

A:. Specific solution ideas!

PROBLEM: Which solution is best? There is no way to gauge

RESULT: Innovation projects often conclude with an outcome

that misses the target and/or dissatisfies the customer
However, the more critical question Is upstream :

Q: “What is the problem to be solved?”

A:. Listening-watching-studying-learning what the spoken and
unspoken customer requirements are

OPPORTUNITY: Embed the discovered “what” within a focusing
project problem statement

RESULT: Innovation projects consistently hit and surpass
customer requirements and expectations
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Problem Statements Insure the Right Start

Consistently successful innovation begins with
learning and understanding the needs and end
requirements driving the innovation project

The whole purpose of a problem/objective
statement is answer the critical initial question:

“What is the problem to be solved?”

© CKGygi LLC



The best methods for developing good problem statements

TECHNIQUES
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Companion Problem-Obijective Statements

The problem statement defines the problem needing to be solved:

Inventory levels at our West Metro facility are consuming space, taking up asset management time, and
creating cash flow issues. Over the last 6 months, inventory levels have averaged 31.2 days, with a high of
45 days—and with levels exceeding our 25-day target 93% of the time. Missing our target level is estimated
to have cost us $250,000 per year.

The companion objective statement defines what end result will be
achieved by solving the problem:

Reduce raw material inventory levels from 31.2 days average to 23 days average with a maximum of 27
days by March 1, 2010. This project will save $235,000 per year in interest, space, and personnel—all
supporting our corporate goal to improve asset management and ROI.

Benefits of splitting statements:
Definition of the problem can remain tightly focused

Description of the needed outcome can be tightly
focused

Problem can be discussed and communicated
independently of the objective

Alignment between problem and objective can be
recognized or checked by all observers
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Critical Problem Statement Elements

A description of the problem and the metric used
to gauge it's magnitude

Without a metric, how do you know if you've arrived at
your destination?

Where the problem is occurring by system,
location, product, or process name

The timeframe over which the problem has been
occurring

The size of impact the problem is
having on the business




Problem Statement Example

Recruiting time for software engineers for the flight
systems design department in San Jose is missing the
goal of 70 days 91% of the time. The average time to fill
a request is 155 days in the HR employee recruitment
process over the past 15 months. This is adding costs of
$145,000 per month in overtime, contractor labor, and
rework costs.
Let’s identify each of the critical elements:

Description and metric?

Where is problem occurring?

Timeframe?
Business impact?
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Problem Statement Template

A description of the problem

The metric used

Specifically where the problem is occurring

How long the problem has been occurring

The business magnitude of the problem
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Critical Objective Statement Elements

Remember the S.M.A.R.T. acronym:
Specific — what exactly will be achieved?
Measureable — how much will the key metric change?
Attainable — can the goal be reached?
Realistic — is the goal realistic?
Time-bound — when will the project be completed?
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Objective Statement Example

Reduce the software engineer recruiting time from an
average of 155 days to 51 days, with an upper limit of 65
days. This will meet the current maximum goal of 70
days greater than 99% of the time. The new goal will be
achieved by June 1, 2010. It will support or Employer of
Choice goal and achieve an annualized savings of

$145,000 per month.

Let’s identify each of the critical elements:
Specific?
Measurable?
Attainable?
Realistic?
Time-bound?
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Objective Statement Template

The metric to be improved

The current baseline

The goal

The timeframe for improvement

The corporate goal or objective

The impact on the goal or objective
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Problem Statement Pitfalls

Too brief

Example: Human Resources is taking too long to fill
personnel requests.

A problem statement must be able to stand on its own
Avoid including:

Assigning blame

Suspected causes

Potential solutions

Including any of these pitfalls
stifles creativity and innovation!
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Objective Statement Pitfalls

Too brief

Example: Improve how long it
takes for human resources to fill
personnel requests

An objective statement should

be able to stand on its own
Avoid including:
Solutions

Keep in mind the objective statement template:

Improve the key metric from a baseline level to a goal
by a certain time to achieve a specific benefit and
Improve upon a corporate goal or objective
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Use problem statements to stay on track for success

GAUGING INNOVATION
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Gauge Support and Enlist Help

Once you have a problem statement and
objective statement in hand, use it to:

Gauge the support of managers and executives
Enlist the support of key, enabling groups and peers

If no executive support can be mustered—it may
be best to halt the project early rather than later
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Gauge Innovation Trajectory

During the course of the project constantly
gauge new ideas against the problem and
objective statements
Which innovations address the problem?
Which innovations meet the objective?

Tracking progress with embedded
metrics in a problem statement
allow you to measure current state
as well as pace

How close are we?

Are we on track to finish by deadline?
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Gauging Project Scope Risk

Larger scope correlates to higher project risk

Look for tell-tale signs of increased scope:
Crossing organizational boundaries
Problem spans multiple parts or multiple equipment

Measurements of key customer metrics are missing
or suspect

Consistently successful
projects minimize risk by
keeping their scope fixed and
focused
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Summary

Innovation is increasingly critical to business success
Consistently successful innovation is elusive

Problem statements capture and focus the “what” of an
Innovation project

What problems does the customer need to be solved

What end outcome will be targeted

Problem statements guide and support
the work of innovators

Problem statements make innovation
consistently successful

Problem statements are simple;
why not use them to your advantage
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Questions and Answers...
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Thank You!

For your valuable time

For more powerful improvement
knowledge, visit CKGygi LLC on the web:

http://www.ckgyagi.com
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