Case History: Embratel in Brazil

How Embratel used the company intranet to facilitate
transition to a new, marketing-driven NPD process

by Victoria Photos, New Product Development Director, kmbratel, Rio de Janeiro, Brazil, (victoria.photos@wcom.com) and Joe
Rodriguez, CMC, NPDP. President and Senior Consultant, Global Innovation Leadership, Inc., Miami, Florida (joe@global-

innovation.com)

As competition grew, Embratel management wanted to create a more marketing-driven
new product development culture, to replace the older, engineering-driven environment. In
this case history, Victoria Photos and Joe Rodriguez share the story of how this Brazilian
telecommunications giant is achieving this goal, in part through use of a special product
management office (PMO) website on the company intranet.

n the middle of 1999, the Brazilian gov-

ernment opened its long distance tele-

phone service market to competition

through the introduction of PIC Code
dialing. This type of dialing allows custom-
ers to choose a preferred long distance
provider every time they make a domestic
or international call.

Suddenly, as a result of this change, a
company which was previously a mo-
nopoly, Embratel (Empresa Brasileira de
Telecomunicacoes) found itself in a new
world in which there was no longer any
guarantee that all long distance calls
would go over its network.

Embratel owns the largest telecommunica-
tions network in Latin America, offering long
distance telephony, data, video and text com-
munication, teleprocessing, television, radio and
satellite transmission, maritime, and interna-
tional coverage. It also owns Latin America’s

Exhibit 1: PMO website on the Embraltel Intranet

biggest internet backbone, and services the
majority of the Brazilian internet market.
Embratel was the national telecommunications
company of Brazil for over 30 years. It was priva-
tized in 1998, and Worldcom currently holds a
52 percent controlling stake in the company.

Embratel’s response

In 2000 Embratel embarked on a series
of initiatives to develop new products and
services that would protect its existing cus-
tomer base and expand into new markets.
Key to its strategy was the introduction of
Embratel-branded telephony products tar-
geted to the residential market, which pre-
viously had only been serviced by the local
service providers.

At the same time, Embratel planned to ex-
pand its service offerings to the corporate mar-
ket with a series of innovative, advanced tele-
phony products such as a virtual network ser-
vice and new toll-free service
features. Existing domestic
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"Wision 21" in which you all have the opportunity to
participate. As the head of the Program Management Office
{ PMO ), | am aware that many employees at Embratel
have continually performed beyond expectations in their
new product development duties. Therefore, | have decided
to institute an incentive plan similar to " Vision 21" which
will highlight the pesitive confributions and recognize the
invaluable efforts in the creation of a new generation of
services and products for Embratel. Today, | am proud to
announce our recognition campaign “Get Creative — Make
a Difference” , to employees participating in new product

1t, their gers and 3

Recently, you received an e-mail with an announcement
meant to stimulate your curiosity. It contained an egg, a
traditional symbol of new Ife, whach for this recognition
program represents the birth of innovative ideas for
enhancing and optimizing performance in new product
development. This egg serves as the frademark of the "Get
Creative - Make a Difference” rewards program. Whenever
and wherever it appears, it will be highlighting important
information for all. For easy access, the PMO site will also
maintain all published communications and necessary
information about this program and & you have any
guestions, you can send them to the following mailbox,
incentivos{@embratel.com.br, and receive a fast response.
Our Program "Gat Creative - Make a Difference” begins
today. On Oclober 22nd | | will announce in the Intranet the
first winners. | await with great expectations your
cantributions for the remainder of the year. Good luck and
let's get creative!!

tical systems, metallic net-
works, and point-multi-point
radio access capacity.

While developing these
new products and services,
Embratel simultaneously was
improving its network and
support systems. It was now
responsible for invoicing and
servicing its customers. So
Embratel not only needed to
implement a new billing plat-
form and customer relation-
ship management system Lo
handle the increased vol-
umes, but also had to com-
plete a full upgrade of the
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legacy back office that supported the exist-
ing product suite. It had to install network
management tools, plus phone piracy and
anti-fraud systems. On the network side, it
had to integrate new satellites and subma-
rine cables into the network, even as a new
intelligent network platform was being imple-
mented for the advanced telephony services
and a new pre-paid card service was in de-
velopment. The company was also simulta-
neously constructing five new call centers.

The problem

The effort to pull all these initiatives to-
gether into a cohesive full-service strategy
resulted in an overload of the development
processes. The resources necessary to de-
velop the product and services were the
same ones required for implementing the
enhancements to the network and business
systems. Compounding the problem was the
fact that the new owners brought with them
a new product development methodology
that met with both organizational and cul-
tural resistance. Organizationally, the new
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process was driven by marketing, which was
a great change from the old engineering led
strategies. This created a necessary inter-
nal shift from a technical platform focus to
an overall service package mentality.

Additionally, Embratel, having been a
state-run monopoly company with no com-
petition to stave off and no shareholders
demanding high returns, had traditionally
placed little value on standardized and re-
peatable processes that emphasize meeting
schedules and cost tracking.

Although at the executive level there was
agreement about implementing the new meth-
odology, much confusion about how to proceed
still existed in the ranks of the developers,
engineers and information technology (IT)
people. Within the functional areas, there was
also a lack of strong top-down communication
about the need to learn and embrace this new
way of working. As a result, the existing NPD
process was not dismantled, and requests for
development via the informal relationship net-
work continued to take pre-
cedence over products being
developed on the basis of the
new methodology. There were
150 projects in the develop-
ment pipeline, around 75 of
which were New Products and
Service offerings. Three
months had gone by with no
new products entering the
marketplace. That's a long
time in this industry. Therefore, consulting
projects were begun to address this situation.

What was done

Embratel had recently established an ex-
ecutive level Product Management Office
(PMO) to bring company-wide management
attention and focus to these development ef-
forts. It was composed of the vice presidents
of sales, marketing, finance, engineering,
and strategic planning, and had the main
responsibility for determining the priority of
each NPD product or project. A mid-level
Managers’ Product Management Office
(Managers PMO) was later created to func-
tion as a forum where issues could be dis-
cussed at a more detailed level in order to
minimize executive escalations. It evolved
into a support structure for the Executive
PMO, wherein the Managers PMO functioned
as subject-matter experts. For example, the
mid-level managers were actively involved
in determining the overall capacity of the
pipeline, which was found to be around 30
NPD projects. Once the first round of pri-
orities was established on the basis of this
capacity forecast, the first 12 projects hit
the market within six weeks.

The mid-level PMO established a process
project to review the new NPD methodology.

Several teams were launched whose func-
tion was to document and improve the
existing NPD process and submit it for
approval by the mid-level PMO. Each team
was set up to define all the activities, de-
tail the inputs/outputs, validate overall
ownership for each of the phases, and
adapt the methodology to reflect the local
conditions where necessary.

The company intranet

Once this was accomplished, the next step
was to implement a communications strat-
egy focused on educating the company em-
ployees about the benefits of the new meth-
odology and how it works. To do this,
Embratel published an updated NPD meth-
odology on the PMO website, which is part
of the Embratel intranet. A page of this
website is shown in Exhibit 1 on page 23.
Now, by going to the PMO website, employ-
ees can now download or print part or all of
the phases of the new process.

‘6 Development timeframes have

decreased from we|| over a year 1{o)

an average of six to nine months. ’,

The PMO homepage also provides a link to
the company’s e-learning platform, where
employees can enroll in an overview course
of the methodology. This e-learning module
has enabled the company to communicate its
updated methodology rapidly. The interactive
nature and simplicity of this e-learning expe-
rience allows individuals to not only access
to content, but also ask questions, make com-
ments, and even suggest improvements in
the methodology. Best of all, employees can
engage in learning that their own pace, learn-
ing during the normal working hours, based
on the work plan established by their man-
agers. Therefore, the PMO needed to focus
primarily on motivating individuals; they, in
turn, are responsible for managing their own
personal professional development.

Initially, the overview course was limited to
specific target groups that were directly involved
in the new product development process. Reg-
istration has been managed through the access
control tools of the e-learning platform. Later,
the course will be offered to anyone in the com-
pany and will be required for new hires involved
in the NPD process. The course displays the
different phases of the development process,
plus a pre-phase of ideation and a couple of
post-launch review phases. At each step, the
screen contains a graphic and a description of

the step and, with the appropriate clearance,
employees can access a process chart showing
the steps in increasing detail.

Also included will be a glossary, a forum
for discussion, a section for questions, and
a test to take once the coursework is com-
pleted. We are in the process of adding a
chat room and developing a final evaluation
that will allow employees to be certified in
the methodology.

Content of PMO website

The current website as shown in Exhibit
1 on page 23 includes the following infor-
mation: a listing of all products approved for
development as well as those that were re-
jected by the Executive level PMO; the sta-
tus to completion of each product in the pipe-
line; and metrics such as expenses to date
and time to date. On the website, the spe-
cial incentive program — developed to re-
ward employees who are involved in new
product development — displays all current
awards and all past winners.
For both PMO levels, the
website also makes avail-
able the minutes of past
meetings and the agendas of
future ones. In another sec-
tion, the product priorities
are listed, along with the
scores they got in their
Prioritization Review.

Results and the future

What has been the result of the Website
and the e-learning course implementa-
tion? Basically, communication within and
across functional organization has im-
proved tremendously and the confusion that
had existed about NPD methodology has
disappeared, because we no longer have
employees who are — or can remain for long
— uninformed about the company’s NPD
process. What about other accomplish-
ments? The prioritization efforts continue
and executive sessions are held quarterly.
This has made the resource allocation pro-
cess smoother and has considerably im-
proved the overall time to market of new
products. Development timeframes have
decreased from well over a year to an aver-
age of six to nine months, depending on the
complexity of the product. In addition, more
products are meeting planned schedules.
The metrics project now continues under
the SAP installation umbrella, which is a
company-wide undertaking.

Embratel is facing tremendous pressures
as the long-distance market becomes increas-
ingly open to all companies in Brazil. The
ability to best the competition with new and
improved services will in the end determine
the long-term success of the company. "‘
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