External contracting
of food R&D work
has become an
essential part of
effective food
industrial product
and application
development, says
DR CECILIA
KUHN*. Here she
explores the
principles of the
concept in this
comprehensive
question and answer

session
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s product formulation and process specialisa-

tion intensify in the modern food industry,

companies feel pressed to look externally for
cnabling certain product development tasks. The basic
principles have been discussed earlier =+,

Isolation in the area of technological development
resules in staying behind’, ‘reinventing the wheel’,
wasted R&D resources and missed business opportu-
nities. Competitive companies are well awzre of how
to skilfully combine in-company capabilities wich ex-
ternal know-how. Outsourcing food R&D is prac-
tised because it provides for increased efficiency of re-
sults, time and costs.

VALUE FOR MONEY
Where do you get the best RED support for your specific
problem? You need to do some special facte-finding,
Most used sources are the literature, networking, in-
ternet and independent outsourcing advisors. A fo-
cused literature search is very useful ro reveal the
groups working in your area, their focus and ap-
proach. Then evaluate them. For some practical yues-
tions, networking may be necessary because some
product development organisations do not publish.
Tivo easy and price-effective ways to neework are
the internet (wiwmw.foodontsourcing.nes) or asking your
industrial peers (suppliers, manufacturers). Using out-
sourcing advisors bring costs, bus you get a profes-
sional case analysis, value-added practices and a choice
of alternative solutions for your problem.

NBD SCOUTING
You are looking for New Business Development (NBD)
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possibilities within the food industry, und contract spe-
cialised NBD burean to help you. After some months
of international work and costs above € 50,000, the
first progress report is presented to you. You find ic
very elementary in both commercial and technologi-
cal aspects. The processes depicted are curdared pro-
totypes from standard textbooks. It is not useful to
your company and you decide o stop the project,
You feel you wasted time, money and opportunities
for your company.

NBD projects require the simultaneous apprecia-
tion of several marker and technological factors, and
can seldom be dislodged from your company. It is
usually better co keep the project in-company and ro
outsource specific tasks, than o contract out the
whole project. Remember that at the end any new
business must fic your present business, Further, com-
mercial NBD burcaus working for all types of busi-
nesses most often lack the necessary insighe into the
food industry and its intricate tech nological aspects,

What works well is to have interactive sessions be-
tween your company’s senior commercial and R&D
managers with external experts experienced in food in-
duserial NBD. In this way you use their knowledge
and experience in a very effective way, while simulea-
ncously providing for company-fit.

CONTRACTEE’S SINCERITY.

How do I know that the contracted party will give me
what I wani? 1fthe conuractee realises thar they can-
not deliver whar I need, will they tell me? If they re-
alise chat there is a beter specialist for ny question,
will chey tell me?
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Be particularly careful in this regard, since some
contractees may not tell you direcely: You need to
scouc well and evaluate their relevant experience, ask-
ing for examples of already completed work and ref-
crences.

Learn from the first meeting onwards abour their
areas of expertise and their particular approach. Visic
their practical facilities. Present them with a rough
concept of your project, and ask how they would ap-
proach it. Ask in sufficient detail. If possible, check on
references provided for related work. Review their rel-
evant publications. You may start with a pilot-project,
and build in a good contract terminartion condition.

Do not accept ‘confidentiality’ as a reason for not
providing you with a reasonable description of their
skills & experience. I their projects are too close to
your request, ask whether they can work in this same
topic for new parties and whether there are any spe-
cial conditions, before disclosing your own needs (e.g.,
permission from an earlier customer).

Ask them whether there are better ways of carrying
out the project, how they would recommend to or-
ganise it, and who would be the best contractees for
the differenc parts.

TOO EXPENSIVE
We only need answers to a few questions and we [find the
price too high,

Price depends on several factors, and may some-
times include parc of the past effors used to develop
the knowledge. To estimate whether the price is fair or
not, ask for a work proposal listing and pricing the in-
dividual steps. You may also need to do some bench-
marking with ocher suppliers of the same service, even
if located in other countries. R&D work s expensive,
and such benchmarking may prove very useful. If you
lack the time and knowledge needed to carry this our,
you may want to use an independent advisor.

You only outource if contracting out is cheaper
than doing it yourself. If you find the price fair bur too
high, you can limit the work done exvernally by ral-
ing over certain pares yourself or temporarily hiring a
project support assistant to worlk in-company.

Remember that outsourcing confronts you with the
actual total costs of doing the work, some of which are
disregarded in internal cost estimares (i.e., in-com-
pany costs must include also idle time [training, va-
cation, illness]; personnel administration costs (hiring,
courses, firing], erc). Besides facing total costs, sceer-
ing and stopping of oursourced projects is often cas-
ier (ie, avoid ‘company politics’ issues).

TOTAL PRICE ESTIMATE

You want to explore certain product applications. You se-
lect the ovganisation you want to work with and ash Jfor
a profect proposal and cost estimate, The contractee pre-
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sents you an open-end proposal. He indicates that he
cannot give you a total project estimare because it is ox-
plovatory work and does not know how much work is ac-
tually involved,

If you are not teady for surprises, do not sign any
open-end contrace. If it is impossible to have a total
estimate, divide the work in small steps For which
pricing can be given, and build in frequent ‘Go/No
Go’ decision points. Sign only for the firse step, You
must be able to estimate your cost-results ratio, and
also to stop anytime.

INTELLECTUAL PROPERTY RIGHTS
We are paying 100% of the research costs, but we are
having problems to get the IP rights for the work.

R&D organisations tend to be quite conservative
about IP rights, regardless the degree of competitive-
ness of the work. A frequent excuse is that they in-
vested in the development of the knowledge and thus
must share the revenues of the commercial applica-
tions. Warch also their standard conditions, since
some have strong 1P clauses,

You must insist to get the IP rights for the work you
fund. This is sometimes difficult and takes consider-
able negotiation. In this regard it also helps to consider
more than one R&D organisation to reduce your de-
pendency on a particular one,

EXPLORATORY WORK

You have a new ingredient and wan to explore its food
applications. You approach a product development or-
gantsation, whase project praposal only sketches the work
plan and does not specify the deliverables.

In exploratory work, the results of one step diccate
subsequent work, Deliverables per se can not be fore-
casted. A detailed worl plan is not known ahead. This
does not mean that you should just accept any ‘ex-
ploratory’ proposal.

To prevent insufficient results, you should have a
good idea of what will be tested and in which depth
(functionaliries, systems, applications}, and what the
scope of the results will be (deliverables). Instead of
one large contract, it is useful to divide the work in
phases. In this way you can have close control of B

Above lefi: Chefs-de-cuisine can
develop new product concepts
that your product developers
translate into industrial
Jormulations

Below: Specialised pilot-scale
equipment is used for
exploration, developiment work,
miarket research samples and
sometimes even special

production runs.
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4 the work and can evaluate results frequently. Before
you contract-out any exploratory work, it is useful w
carry out some preliminary tials yourself that will
help you focus your questions. These can often be
carried out with your existing equipment or wich the
support of a business relacion.

Particularly in exploratory worls, take care to focus
and direct the work closely, know what will be done
and be informed inb advance of any changes (method-
ology, applicability, worl-time estimate), include fre-
quent progiess reviews and a ‘sudden’ contrace termi-
nation clause.

MISCONSTRUED METHODOLOGY

Tu the first progress report meeting, I noticed @ misun-
dersianding of one of the methods wsed, thus leading to
Siuselsy vesulrs, Inguiring about it, I then realised thar iy
contdct person is not the one that does the work. My of-
ficial contact is a senior specialist, but the one carrying
our the work is & junior assistans,

Insist in meeting and involving the person that will
actually do the work as early as possible in your pro-
ject, and keep in regular contact with him/her, In cer-
a@in cases you may even wanc to include the person’s
name in the contracr, 1o secure work consistency. This
allows you to check on the suitability of the person for
your work, to better communicate your needs and to
supervise work progress.

You may wane to agree in writing with the con-
taactee how to solve these type of situations (correc-
tve work, costs, time).

Remember that you need to have sufficient know-
ledge on the topic to supervise it adequately. If you
lack essencial knowledge find appropriate support to
Frevent overseeing important mistakes.

SELF-HELP
What type of self-belp support on outsourcing food RerD
i available?

The most effective self-help ways involve informa-
tion from industrial peers, either by direct contact or
using indirect communication routes (e.g., publica-
tous, internet). Besides your own business relations,
peer contacting can be done through professional as-
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sociatons, ou wsoutcing societies, outsourcin g clinics
and interner (www,Fuudoulsuurcing.utt). Quisourcing,
publications in trade magazines provide useful hincs.
The guide Outsanrcing food RevD overviews industrial
practices in special report form (ISBN 90-5859-
0011).

CONFIDENTIALITY

Before diselosing any produce development plans or con-
tracting work, you niust enstve that the ether paviy will
keep all your informasion strictly confidentinl. Some
COmpanics require signing a confidentinlity agreement at
the beginning of the velationship, sometimes even before
the coniract stuge and ahead of exchanging any project
nformation,

In this way you also cover any sensitive information
you may have to disclose, and preliminary work chat
needs to take place. The penalty for infringement
varies from case to case, and gencerally increases in the
measure that the work moves from development to re-
search,

INTERNAL RESISTANCE

Yot vealice n”mr_gfmr. need to outsonrce Revf) twork, bt
Jyour weam vesists it indieating that it will be a waste of
tiwne. You sense that the actual reasen is Job-protection,
and that you nuust reassure your team so comipany devel-
oprieit s not bindered,

An alert outsourcing attitude provides for the cf-
fective updating in external developments and rapidly
evaluating when to use them, Resisting outsourcing
on principle isolates you and reduces R&D effective-
ness. Not all work should be outsourced! | and the
skilled manager knows which is suitable. Your team
must be aware of the benefits of selective outsourcing,
and also of the risks of resistin g it

As part of the company, your team also benefits as
new R&D tasks become possible and the company
develops. Besides allowing to gain time, improve re-
sults and reduce R&D costs, outsourcin g helps your
collaborators devote cheir time to the more important
strategic R&DD tasks.

If the internal resistance is based on fears and not
facts, you may choose to start with an outsourcing ex-
ploratory session to review outsourcing alternatives
and gain trust in this practice.
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