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I. Introduction
A. The new approach to product development and 

manufacturing teams

1. More and more OEM’s of medical and 
lab equipment outsource their peak 
needs for industrial and mechanical 
design (ID & MD)

2. More OEM’s also outsource the 
manufacture of the equipment 

3. Contract manufacturers (CM) 
specialize in regulatory compliance, 
procurement systems and quality 
systems
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I. Introduction (con’t)

B. Understanding the new needs

1. In the 80’s & 90’s engineering and manufacturing 
departments focused on communication
a) early involvement

b) “don’t throw the design or information over the 
fence” to next department.

2. Communication, speed to market, development costs and 
change control were challenges in the 80’s and 90’s even 
when all the entities worked for the same company.

3. due to outsourcing, an even bigger need to form well 
synchronized teams between these players: ID,MD,CM,OEM 
& parts suppliers
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I. Introduction (con’t)

C. The goal

1. OEM’s want:

a) fast, minimum cost product 
development

b) minimum tooling and part costs from 
components suppliers

c) shortest possible lead times for 
tooling
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I. Introduction (con’t)

C. The goal (con’t)

1. OEM’s want (con’t): 

d) minimal problems at production start-ups

e) cost effective manufacturing with minimal 
problems

f) production teams that work well 
together to minimize costs and problems
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II. Working With ID and MD Firms
A. Select firms with proven, successful 

records doing what you need done. 
Look For:

1. a successful record of designing similar 
products for similar industries

2. Experience to design for the manufacturing 
processes that are viable for your products

3. satisfied customers

4. sufficient resources to handle your project
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II. Working With ID and MD Firms (con’t)

B. Establish deliverables 

1. write definition of what the OEM wants the ID and 
MD firms to deliver

2. make deliverables as measurable as possible.

3. establish a schedule with milestones to check 
progress during the project
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II. Working With ID and MD Firms (con’t)

B. Establish deliverables (con’t)

4. classify product specifications as “musts” and “wants

5. classify “musts” as high or low risk

a) associate wide or narrow cost range 
estimates with high or low risk specifications
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II. Working With ID and MD Firms (con’t)

C. Information ID and MD firms will need

1. team member names & responsibilities at the OEM

2. an effective communication contact person at the OEM is 

important

3. a good definition of the product and the deliverables 

a) the better you define what you want to end up with, the 
more effective your ID and MD firms can be

b) avoid some OEM team members joining the project late 
and making changes because they didn’t have sufficient 
input at the start

4. a schedule with milestones
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II. Working With ID and MD Firms (con’t)

D. How to handle changes

1. coordinate changes between team members or companies 
like you would with production ECO’s

2. effects on design cost, part cost, tool costs, assembly 

costs, lead times, etc. can all be identified, considered and 

coordinated 

a) keep all necessary parties informed
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II. Working With ID and MD Firms (con’t)

D. How to handle changes (con’t)

3. keep a record of all changes and their effects on 
costs and schedules

4. changes can be handled simultaneously and rapidly 
instead of sequentially

a) in the end you won’t save time or money by leaving a 
team member out of the change decisions
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II. Working With ID and MD Firms (con’t)

E. Results you should expect 

1. with a well thought-out product definition and 
good communications with all the necessary team 
members, expect a cost effective product design 
that meets all of the agreed upon requirements

2. there should be no cost surprises from your ID or 
MD firm, your CM or your parts suppliers because 
communication and involvement was good during 

the design process
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II. Working With ID and MD Firms (con’t)

E. Results you should expect (con’t)

3. no design changes should be needed because 
OEM and suppliers reviewed the design and 
provided input along the way

4. you should not need to re-engage the MD to 
make changes to accommodate manufacturing 
processes 

5. your in-house staff should not need to revise 
the designs to fit their needs 
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III. Working With your part suppliers
A. Select firms with proven, successful records 

doing what you need done. Look for:

1. a  successful record of producing similar parts for 
similar industries

2. satisfied customers 

3. sufficient resources to handle your project 
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III. Working With your part suppliers (con’t)

B. When to get them involved 

1. get them involved early to provide feedback on 
design concepts so you can determine design 
directions

2. keep them involved all during the ID and MD process

a) input from parts suppliers should make the 
designs evolve quickly and efficiently

b) avoid lost time and surprises at the end of a 
project by sustaining input from key suppliers
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III. Working With your part suppliers (con’t)

C. Input they should provide 

1. inputs on part cost, quality, production lead 
times, tooling costs, tooling lead times, design 
options, costs/benefits, etc

a) the same inputs an OEM’s in-house 
manufacturing personnel supplied 
under the old, vertically integrated 
organizations
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III. Working With your part suppliers (con’t)

C. What input they should provide (Con’t)

2. use your production parts suppliers 
for prototypes whenever possible

a) this will minimize your 
communication workload and give 
suppliers early experience with the 
parts

b) the prototype parts should be 
representative of the production 

parts

24



New strategies for managing outsourced 
product development and manufacturing

Session 301:

MD&M Minneapolis October 22, 2009

III. Working With your part suppliers (con’t)

D. Setting communication rules and channels 

1. establish a project leader to coordinate all 
communications and to ensure that all team members 
are informed

2. establish a lead person at each team member’s company 
and have all communications for that company go 
through them

a) this lead person should 
coordinate the change process 
for their company and keep a 
record of all changes and their 
effects
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III. Working With your part suppliers (con’t)

D. Setting communication rules and channels (con’t)

3. avoid the temptation to communicate directly with 
someone and leave out a team leader

a) this is like skipping a step in the internal 
ECO process

b) the risk is too high that more time and 

money will be spent in the long run
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III. Working With your part suppliers (con’t)

E. Avoid concerns about single quotes and single 
sources 

1. many OEM’s fear that if they form teams too early 
with key suppliers they won’t receive the best prices

2. suppliers are usually very willing to provide input on 

their areas of expertise

a) suppliers want products to flow through 
their factories easily, with as few problems 
as possible, with the least risk of problems 
or delays
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III. Working With your part suppliers (con’t)

E. Avoid concerns about single quotes and single 
sources (con’t)

3. if the supplier expresses concern about “losing the 
business at the last minute to a vendor who didn’t 
invest all the hard work along the way”, ask the 
supplier what they would be providing under this 
working arrangement that they wouldn’t normally 
do

a) if they are providing more than normal, some 
consideration may be due
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III. Working With your part suppliers (con’t)

E. Avoid concerns about single quotes and single 
sources (con’t)

4. it’s also fair and ethical to let the suppliers on your 
team know from the start that you’ll be checking prices 
with their competitors at key points along the way

a) suppliers need to provide good input in a timely 
manner and be competitive with costs and lead times 
to stay on your development team

b) good suppliers respect your sound business 
management, your straight forward communication 
and are not afraid of fair competition
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III. Working With your part suppliers (con’t)

E. Avoid concerns about single quotes and single 
sources (con’t)

4. it’s also fair and ethical….(con’t)

c) suppliers will feel more comfortable if they know 
that all the decision makers have been involved 
from the team member companies

d) let suppliers know their contributions and team 
memberships have value when you select your 
production suppliers
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III. Working With your part suppliers (con’t)

E. Avoid concerns about single quotes and single 
sources (Con’t)

5. periodically asking a supplier’s competitors to comment 
on a design can help guard against incorporating design 
features or specifications that are too unique to the 
supplier on your team 

a) this is important to the OEM in case of natural 
disasters or other supply interruptions
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IV. Working with Your CM 
A. Select firms with proven, successful 

records doing what you need done. 
Look For: 
1. a successful record of producing similar 

products for similar industries

2. experience and success with manufacturing 
processes and vendors that can support your 
products

3. satisfied customers

4. sufficient resources to handle your project
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IV. Working with Your CM (con’t)

B. Establish a contract 

1. define your product or what you want as thoroughly as 
possible: sizes, performance criteria, colors, durability, 
etc

2. specify what responsibilities you want your CM to have

a) MD work
b) process selection
c) Vendor selection
d) purchased part prices
e) placing purchase orders
f) quality control work with parts suppliers
g) delivery performance of parts suppliers
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IV. Working with Your CM (con’t)

B. Establish a contract (Con’t)

3. specify key milestones to meet with dates

4. make deliverables and specifications as measurable as 

possible 

a) rely on industry standards or suppliers’ in-
house specifications as much as possible
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IV. Working with Your CM (con’t)

C. Information the CM will need 

1. name, contact information and areas of 
responsibilities for all team members

2. good definitions of the product and the deliverables

a) the better you define what you want, the more 
effective your CM can be

b) Production details like order lead times,  
order release quantities, price goals, 
packaging requirements, assembly 
requirements, etc

3. schedules with milestones
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IV. Working with Your CM (con’t)

D. How to handle changes 

1. during the development process, the team leader at 
the CM should coordinate changes for the CM

a) they should keep a record of all changes and 
their effects on costs and schedules

2. during production the team leader at the CM, or 
whomever the OEM designates, should coordinate 
changes between the team member companies

a) obtain input from the team member companies so 
all aspects of a change can be considered
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IV. Working with Your CM (con’t)

E. Results you should expect 

1. no changes required to make the product 
manufacturable

2. cost effective products manufactured to 
the agreed upon requirements

3. production documentation that meets your 
requirements
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V. How Multi-Company Teams Should 
Work 

A. each supplier on your product development                
and production team should provide input from 
their areas of expertise 

B. your suppliers should be able to function and  
contribute similar as if they were an in-house 
department providing that service
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V. How Multi-Company Teams Should 
Work (con’t)

C. a team leader should be designated.  The 
leader should have good communication skills 
and understand what input is needed from each 
team member and when it’s needed.  Their 
communication skills should not only allow 
them to communicate clearly with other team 
members but also to ensure the other team 
members are communicating effectively with 
each other. 
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V. How Multi-Company Teams Should 
Work (con’t)

D.  Results you should expect 
1. with :

a) Good communication channels established
b) an effective project coordinator
c) everyone understanding their roles on the team
d) everyone understanding the roles of the other 

team members

2. each supplier should provide expertise in their areas of 
specialty 

3. each supplier/team member should add to or enhance 
the project and product 

expect results similar to if all functions were 
performed in-house by co-workers
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D.  Results you should expect (con’t)

V. How Multi-Company Teams Should 
Work (con’t)

4. Product designs that meet or exceed your 
specifications, delivered on time, within your 
budget

5. Each team member and other key people in your 
organization understanding how the project met 
your original or revised requirements

6. Congratulations for a job well done!


