. There is only ONE! PDMA Annual International Conference. Chicago, October 23-27th, 2004.

Register Today: www,pdma.org/2004. 866 223 2579.
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How Analog Devices, Inc. gains by
using Process Knowledge. Page 11

The StrectCarver™, part of BMW3s new
brand exiension strategy. Page 24

VISIONS CPAS HIGHLIGHTS
L]

The PDMA
Foundation
CPAS Study

Highlights of the PDMA Foundalion's
CPAS Study. Page 26

COVER PHOTOS: A BMW Lifestyle Shop in China and one of BMWS new brand extensions—a StreetCarver™:,
BAMW has begun selling lifestyle products—extensions of the brand—in shops in China and other countries.
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Visions magazine keeps members on top of trends
and developments in the NPD world and the lat-
est thinking of product development leaders. IL is
pubtished quarterly by the Product Development
and Management Association (PDMA), Subscrip-
tions inciuded in PDMA membership package;
or available al $85 per year in the U.S. or $125
abroad. Gontact Bob Fogle for order form.

Visions welcomes articles on producl devel-
opment and managementl. Arlicles (or the next
issue of Visions {October 2004) are due Aug. 9,
2004. Please submit queries Lo the editor, April
Klimley, by email or phone.

From the Editor of Visions

by April W, Klimley, Editor-in-Chief, Visions (aklimley@pdma.org)

s the economy continues 1o heat up,
so does the new product develop-
ment field. That is evident through-
out industry in the U.S. and abroad.
But the landscape somehow seems different than
it used to be, in the late 1990s. That is lhe sense
among consullants and practitioners today.

Those conclusions are not off base. In
lact, they are confirmed by the results of the
PDMA Foundalion’s new Comparative Per-
formance Assessment Study (CPAS). Some
of the findings are described in the Visions
CPAS Highlights article on pages 26 to 29.
This article reaches some surprising conclu-
sions: For instance, although the success
rate for new products within corporations
has held stcady over a 14-year period, the
percentage of sales and profits that comc
from new producls has been slipping.

Al the same time, business units that
demonstrate “the best” praclices in NPD find
that a much higher percentage of their profils—
49.1 percent on average—comes [rom new prod-
ucts, compared Lo 21.4 percent for “the rest.”

That is not all that the results of this study
reveal. They also suggesl that changes are
occurring in the way NPD is practiced. Don't
miss out on this article—plus the full report
when it is released this fall.

Now on Lo other material in this issue. In
our cover story, BMW shares its vision for
exlending both its own brand and thal of
MINI into lifestyle producls. We also find out
how Analog Devices uses Process Knowledge
to gain a compelitive edge.

In addition, in our third Goldense report
we Lakes a close look at oulsourcing NPD—a
growing trend.

April W, Ktimicy
Fditor-in-Chiel

Finally, we have two new sections in this issue.
One is a new column by former PDMA President
Mark Deck on “Lessons Learned.” In his first
column, Deck combines his own knowledge of
Voice of the Customer with Lhat of three practitio-
ners to come up with 10 valuable lessons.

Additionally, this issue of Visions brings
you a first-ever “PDMA Annual Review:
2003" describing key cvents and achieve-
ments of 2003 and PDMAS plans for 2004.
We placed this Review in the center of the
magazine so you could tear it out and keep it
for future reference. You might want to share
it with colleagues to encourage them to join
PDMA—the leading community of thought
leaders in product development.

Pleasc let us know how you like our two new
additions. 1 always welcome emailed comments
or phone calls lo see how we're doing—and look for
new ideas to make Visions belter than ever. 4

April W, Klimley
New York, N.Y.
June 14, 2004

Visions Editorial Calendar 2004-2005

Deadlines
Issue Special focus or articles Editorial - | Advertising
October 2004 | e Report from Boston: Aug. 9,04 | Aug. 20, '04
Front End Conference, May 2004
¢ Six Sigma and NPD
January 2005 | e NPD Metrics Nov. 19, '04 | Nov. 29, '04

» Report from Chicago: PDMA 2005

April 2005

* PDMA 2004 Annual Review

Feb. 18, '05 | Feb. 28, '05

July 2005 e General

May 12,05 | May 20, ‘05

*For Visions guidelines and advertising information, check the PDMA website, pdma.org,
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Visions CPAS Highlights

PDMA Foundation CPAS Study reveals new trends—

While the “Best-Rest” gap in NPD widens

hy Mavjorie Adams, CPAS Profect Director, (Madams [@pdma.org) and Doug Boike, Treasurer, PDMA Foundation (DBoike@pdmiorg)

Dotig Buike
PR Fonindantion

Marjoch Aiams
CEAS Project Dfrector

Study Overview

PDMA Foundalion’s Comparalive
Performance Assessmenl Study (CIPAS)

in 20003 and cary 2004 the PRMA Foundation conducted
Lhe Comparative Perlormance Assessment Study (CPAS),
a study of New Product Development (NPD) practices.
The sludy was aided by grant funding from many leading,
arganizatons (see below) and galhered information from
416 practitioners at companies in Rerlh America.

The dim of the study was 1o examine presenl pric-
tices in the field of NPD. [t has resulled in one of the
most delinitive databases of information on preducl
development practices available,

The CPAS Stwdy is the thind comprehensive study of NP
praclices done by P or one ol its enlilics since 1990, The
others were conducted in 1990 and 1995, 4 Visions CPAS
Highlights is the iirst ollicial publication ofthe findings from
the study, Preliminary results wore presenled al the 'DMA/
R conferenec in New Orleans in March, 2004 (See pige 30
and 31 for details on the New Oricans Conference),

The complete report. will be available in the fall of
2004, For reprints of this article or o preorder a copy
of the complete report contact Steve Uban, VLB Publica-
tons (SUban tEpdma.org)

CIPAS Shuddy Sponsors:

Load Sponsor:
The Perlormance Measurement Group, LLC

J. M. Huber
Inlernational Truck
Laubrizol
McCormick & Co.

Abhott Laboratories
Allicor

Avery Dennison
Baker Hughes

Black & Decker PIc

COBE Cardiovascular Sarzento Fools
Harris The Timken Co
lHerman Miller Unilever
Johnsan & Johnson Valvoline

The PDMA Foundations Comparvative Performance Asscssmenl Stidy
(CPAS) on trends in New Product Developmen!, reveals some surprising
acw treneds, plas a wealth in insighls into what separates “"the best'™ per-
formers from “the rest.” This article—VYisions CPAS Highlights —writien
by CTAS Project Dircctor Marjorie Adams amd PDMA Foundation Treasurer
Doug Boike provides bnitial ightieiits of the study resulls,

he New 'naduct Development

ficld s changing in some

surprising ways. That can

be sceen in these highlighls
compiled from the resulls ol the
Comparalive Performance ASsess-
ment Study (GPAS) just completed by
the PDMA Foundation, the research
arm of PDMA, The study was con-
ducted in 2008 and carly 20044 aided
by grants from major organizations.
(See box on this pagej.

The PDMA Foundation slody
gathered and integrated informa-
Lion from 416 practitioners in a
broad cross scection of companics
In North America. As the third major
study conducted by PDMA orits al-
filiates, this study has created one
ol the largest dalabases in product
development available anywhere. &2
Selected lindings from the study are
conlained in this article, Fisfons
CPYS Highlights, the irst publica-
lion of resulls from the sludy.

The “bestfrest” gap

Same of these findings come as
o surprise. Forinstance, the study
revealed that “the best” performers
in new product development gener-

ale 47.6 percent of sales and 49,1
in profits from new produeis—maore
than twice as much as “Hhe rest”

They also need only Tonr ideas—
compared 10 9.2 ideas for the "the
sl Lo generale one winner. (19x-
hibil. | on page 27.) Further exami-
nation of their processes shows that
“the best” weed out ideas early in
the process and then have very high
success rales in the later stages of
product development.

In the study, “the best” perform-
ers were defined as those business
units that were the bestor top Lhird
in their industry, and thal raled
their processes and performance
abive the mean.

Examinalion of their rends over
lime show that “the best” conlinue
10 be aggressive in their behavior and
these acttons have widened the gap
hetween “the hest™ and “The resl.”

For inslanee, the percentage of
new-Lg-the world projects for “Lhe
hest™ has remalned al 11 pereent,
as shown in lixhibit 2A on page 27.
Meanwhile, new-ta-the world proj-
ecls lor "the rest” of the business
unils have declined from 10 percent,
in 1985 1o 7.3 pereent i 2004—a

industry, among athers:

= Fast-moving consumer goods

Capital goods

e Consumer scrvices

Indnstrial services
Healtheare
Materials—Chemicals

L

Reporl Respondents—Indusiries

Survey respondents were drawn from the following scaments of

= Malerials—Construction, con-
Lainers and packaging, melals
and mining, paper and [orest
producls

+ Technology hardware and
equipmaent.

= Software and services

SOURCE- PDMA Feaudation CPAS Study
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drop of 27 percent from the 10
pereent figuree.

Alsa, in the current study, 49.0
percent of “the best” versus 44 per-
centin 1995 chose i liest-lo-ntarkel
strategy, while (irst-tg-market strat-
egies (or "the rest” of the business
unis have declined by 12 pereent,
(See kxhibit 2B on page 273

Teols and techniques

This rescarch shows that “the
best” performers continue Lo
autperform “Lhe rest™ in NPD
profitability. The study highlights
the dramatic correlation belween
certain practices ol “the best”
performers, such as Ute use of
advanced market rescarch,
design/engineering, technology.
and leam supporl tools, Exhibil
3 on this page shows the four
categories of lools included in
the survey. "The besl” use more

4

processes mcluded in the survey,
and they use all of the processes
stenificantly more

Overall, the study shows that “the
bhest” perfgriners have inlegrated
leading Loals, techniques. and or-
eanizattonal processes into their
praducl development. eitorls and
have a much greater outpul of new
products, Clearly, a formal cross-
functional development precess is
iy longer sullicient.

Oversll performance declined
Surprisinglv, sales [rom new
product profits has dropped by
14 pereent over Lthe 1d-year pe-
riott— 19890 19 2004—perhaps due
Lo intensilied compelilion and a
challenging cconemic climale, (Sec
[sxhibil 4 on page 28.) The pereenl-
age of sales from new producls in
all categories fell from 32.6 percent
in 1990 10 28 percent in 2004 The

@ "@‘The best’ performers ... generate

49.1 percent in profits from new products—

more than twice as much as 'the rest"’

ol all 45 of the tools in Lhese
four categories, and use 34 of
the tools signiticantly more.

Organizational processes

Iqually dramalic ire the lind-
ings for “the best”™ performers in
organizalional processes, Previous
survess have shown little difference
in the use of organizational struc-
lures lor “the best” performers and
“the rest.” This study dug deeper 1o
lind oul who was using what orga-
nizalional processes.

The main hypothesis was that
given the widespread use ol and
knowledge of the importance of
cross-funclional processes. Lhe
mosh successiul business units
were using these pmeesses more
cffectively. Today, husiness unils
must manage mulliple projects so
leams benefit from the Jearnings of
other teams and from the support
they get from other departments
and/or funclions. As wilh the iools,
the study found that “the best”
usc more ol all the organizationgl

pereentage of profits [rom new prod-
uels has gone from 432 percent in
1990 10 28.3 percent in 2004,

Shift in portfolio mix and strategy

This 1rend may be the result of
management changes—and con-
servalism during a poor cconomic
period. 11 is evidenl in two other
key ndings in the study: A sleategy
shift, as well as i shild in the Lypes
ol projects in the NI'D portfolio.

In terms of strategy, [or in-
stace, North American business
unils secem o be shifting o “fast
follower” strategies. “last ol-
lower” strategy business unils
increased o 36 percent in 2003
from only 27 percent in 1995, as
shown in Exhibil b on page 28.
AL the same lime he number of
business units adopting “first.
Lo markel” stralegics remained
relatively constand.

A shift in the mix of fypes of
projects in NPD portiolies also
look place during Lhis time period.
As Exhibit 6 on page 28 shows. lhe

PDMA VISIONS JULY 2004 VOL, XXVIli NO. 3

“The Best” Versus “lhe Resl”

It T Sales, Profits, cond fdeas
The Bestoversis e Rest — 1 993-200-4

“The Best™ performers in NP achieve superior resulls.
“The best™ achiceve twice-as-high sales from new prod-
ucts (lxhibit 1), Thev use more of the 45 Wols and
lechniques nsed by all (Jixhibit 3). Exhibits 2A and 218
show e gap widen between “the best™ and “the rest”
in terms of portfolio sivategy and project. type.

The “Best” | The “Rest"”
% Sales from NPs 476% | 21.4%
% Profits from NPs 49.1% 21.2%
# |deas for one s?cuc_ess 40 §27 N

fhibit 20 Yew-to-the-Warkd 1 pe Projecis
Chhe Bestmversus e Rest =< L0085 (o 20011

Nesw-lo-theWorld Projactz | 1995 | 2004
“The Best”

“The Rest” 10.0%  7.3%

11.0%  11.0%

Trend
No change
27% decline

foshibit 208: First-to-Marhel SHrales
“Ther Rest — 18255 Lo 2000

“The Besi™ versns

First-lo-Markel Slratey I 1995] 2921
44.0% [49.5%
Ls.a%: "12% decline

“The Best” ]

“The Rest” 30.0%

13% increase

Trend

Fahibit A 15 Tools and Teohnigues

Market Enginacring, | Technology | Team
Rescarch | R&D and Taols Support
Tools Design Tools Tools
Number
of Tools 15 6 11 13
SCERCE: PO Fogncataw TS Staly
Report Respondents—
Characteristics
A good mix of companies were
incladed in the survey.
Number %
Goods 231 a6
Product Type Mhix LN 133 32
Primarily Services 46 11
Primarily High-Tech 146 36
Technotegy Base JMix 107 26
Primarily Low-Tech 167 38
] Primarily Consumer 160 25
Market Mix a1 15
B-to-B 246 60
[Sales <$100MM 164 41
>$100MPA 236 59

SOURCE: PIMA Foundation CPAS Stidy
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