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HP as Manufacturer and Service Provider
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As Manufacturer As Service Provider
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PLM Master Planning

#1 in Blade, Unix+Linux+Windows Servers

R&D Process Innovation

#1 in Workstation, NB, Desktops, Thin Clients

#1 in Inkjet printers, Laser printers PLM System Implementation
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Product Development Requires Focus
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e 90% of product launches capture 1% market share?!

e Out of every 100 product development projects?
- 63 are cancelled
- 25 are commercially successful

- 12 fail

* 46% of product development resources are spent
on products that fail?

1. Boston Consulting Group
2. BoozAllen
3. Cooper, Product Development Institute

3 © Copyright 2010 Hewlett-Packard Development Company, L.P.

Ol 5| = Byt A+
2 87t 593




Top five pressures on product development executives
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Project schedules for engineering products are shortening 60%
Cost of raw goods is increasing 33%
Development budgets for product engineering are shrinking 32%
Decreasing product target price-points driving down product 28%

cost targets

Market or customer requirements demand increasingly 22%
“smarter” products

Source: Aberdeen, “ The Engineering Executive’s Strategic Agenda”, June 2008
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Integration Opportunity
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Long Term Short Term
*Basic Research *New Products
* Next-Generation Technology // *New Platforms

“The Messy Middle”

Strategic BU Product
Marketing Developmen

\/

*Incremental Improvements >

Domain of
Domain of Market-Facing
Technology Functions

Product
anagemen
Sales and
Marketing

Source: Corporate Executive Board, “ Building R&D and Marketing Alignment”, 2010

BU General
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Operating
Units

“Creating the Future” “Managing the

Almost Present

”

5 © Copyright 2010 Hewlett-Packard Development Company, L.P.



Key Questions

» How closely aligned are R&D and marketing currently?
» What level of market insight does the R&D group currently have?
» How skilled are R&D staff in understanding and integrating market insight?

» How involved in the innovation process is marketing and how good is their
understanding of it?

» Does the organization tend to rely more on “market pull” or “technology push”
for new projects?



Marketing’s Role in PLM
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Market
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. . l
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\ Closed-loop
Marketing

Marketing-R&D
Collaboration
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Market Sensing
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Customer Segmentation
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Level of Contribution
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Customer Segmentation
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Differentiated Customer Programs

Increase Contribution

Pricing
Allocation

Joint Development

Develop Potentiality

Technical Support

Funding
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Opportunity Capturing
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Opportunity Information

v’ Source Information

v/ Target Product / Application
v’ Launch Schedule Plan

v/ Specification

v’ Expected Volume

v Requirements
v eee
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Opportunity Assessment

Qualification
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Screening
. * Market Maturity
Sales | i i O I  Competition
Technology | | O : | * Sales of Market
* Dev & Mfg Cost
Strategy |0 .
* Complexity
* Expertise & Skills
Simple _ 2 (Sales + Tech. + Strategy)
Score ) gy
Weighting can be applied for each parameters

Probability of
Commercial
Success

NPV of
Project’s Future
Cash Flow

ECV

Probability of
Technical
Success

ECV = (NPV x Pcs —C) x Pts-D

C: Launch Cost, D: Development Cost Remained in the Project
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Product Demand Forecasting
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Simulation
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Actual vs. Forecast

Strategic Product Forecasting

EVe nt adjust & simulation
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template
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Seasonal Fluctuation
Competition

product = customer

© Copyright 2010 Hewlett-Packard Development Company, L.P.

1

template

partner

/I\

template

planning

!

Enterprise Data Warehouse

mfg

F

At
[ot
|0

Demand Forecasting
during Product
Lifecycle

=>» Volume Analysis
=>» Campaign Planning

=>» EOL Management

2M
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Marketing-R&D Collaboration
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Source: Corporate Executive Board, “ Building R&D and Marketing Alignment”, 2010
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Collaborative NPD

Joint Front-end Accountability

Jointly business case analysis for new product —
technical and customer focused elements:
Customer Need, Specification, Risk Profile and etc.

A
f \
NPD . Opportunity Strategic Development Pro.duct verification . Market
- Ideation e . . Design & and Sample anufacturing
Pipeline Identification Analysis Planning . Release
Development Delivery
\ J
Y
Development Termination Review
Marketing to call emergency reviews involving marketing
and R&D to reevaluate the product’s market risk in the
event that market situations change — go / no-go decision.
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Incentive Alignment

Volume-centric Metric

R&D *Hitting Development Milestones

_ *Number of new products introduced
Marketing
*Revenue

=>» Push all my products through to
launch

=>» Create market projections to justify
investment
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Revenue/Profit-centric Metric

*Revenue per new product introduced
* Profit per new product introduced

*Time-to-revenue

*Revenue per new product introduced
* Profit per new product introduced

eTime-to-revenue

=» Develop products that will meet
true customer needs and a
significant market demand

=» Build more realistic market
projections with focus on why
resources should be invested
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Other Approaches
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Joint R&D and Marketing Organization

Embedding Integration Responsibility
in Either R&D and Marketing

e Combining technology and marketing
expertise with new process established

* Assigning roles based on expertise with
regular interaction points
- Co-locate and collaborative process

* Creating clear reporting structure

* Placing all market-sensing and customer
insight responsibilities within R&D function

* For short-cycle industries, assigning more
active roles to marketing in NPD

e R&D should always be involved in ongoing
direct customer interaction

O Pros
=>» Supports fully developed solutions
=» Breaks silos

O Cons
=>» High set-up costs
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O R&D ownership
=» Pros: increase technology relevance
=» Cons: technologist focus

O Marketing ownership
=>» Pros: clear direction for R&D
=» Cons: limited technical expertise and
focusing short-term projects

@
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Closed-loop Marketing
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CLOSED LOOP CAMPAIGN PROCESS

-
-

Develop PIargung Campaign Campaign Lead Sales Repc;rtmg
Insight e Setup Execution Mgmt. Al
feedback loop

e Definition: A Campaign management process executed in partnership between marketing
and sales. Campaign plans and outcomes are tracked within a controlled, connected
environment (e.g. it is supported by the CRM system).

e Scope: CLM conceptually applies to every type of marketing Campaign HP runs, but is
typically discussed in the context of business-to-business, customer-facing Campaigns.
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CLM Processes

- Leads are properly followed up, leading to and improving the TCE
- Marketing and sales are interlocked: leads become actual business
- Positive circulation for next campaign

Marketing

L 3
L 4

Sales

Lead nderstand Validate Qualify evelop & egotiate Won & Won &
Mgmt Customer pportunity /@pportunity Propose & Close Deploy Expand

Marketing contribution to pipeline

Analysis

= Accepted marketing leads $ / Total pipeline $
|
[ \
Sales Acceptance
Rate

' Marketing

—/ - Contribution
Target Responses/ Leads Pipeli to Sales

SSpend Audience Attendees | PEINe SWI

| | Campaign RO
REPORTING & ANALYSIS
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Simplified CLM Process Flow

Marketing infrastructures are interconnected to close the loop

Internet (.com)

o 2. Plan, allocate resources, 4. Execute programs, provide content & collateral.
1. Develop customer insight coordinate programs

3. Target audience selection. :
6. Update customer 5. Manage responses, lead rating & routing.
information.

11
hd
8. Track, report, metrics, ROI 7. Closed loop.
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Maximize the customer value through enterprise value chain
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Integrated
manufacturing
operations

Integrated Integrated sales Integrated business
supply chain and service services

Integrated sales  *, Integrated product
and services /  development

.. ;

Enterprise Resource Planning (ERP)

I Product Lifecycle ¥
Management .I' s 2
= (PLM) — Manufacturing Operations
Customer Management (MOM)
Relationship _l -
T
Management -
(CRM) Supply Chain Management (SCM) —

Customer
Relationship
Management
(CRM)
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The Implications
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Thank You !!!

jong-min.shin@hp.com
010-3419-7710
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