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Enable collaboration and facilitate innovation
across the entire product lifecycle

PLM can deliver value at each stage of the lifecycle

Simulation and Manufacturing
Manufacturing Validation Operation

Engineering

Test & Quality

Design Engineering
Sales &
Full Product Lifecycle Distribution
Conceptual Design
After-Sales Service

Product Planning Disposal &



Success is a Total Enterprise Issue

Enterprise-focused initiatives to facilitate innovation are needed SAR4
Design anywhere Increased part counts
Bulld anywhere Standard parts usage
Maintain anywhere Build-to-order and mass
at any time customization

Product
Complexity

Globalization

Lowered

Incraasing globaly Demand for global pricing

Differantiation is mors critical Decreased product margins

Consolidation while focusing Price comectly the first time
on core compstencies

- Must understand costs

Pricing

Competition Preseurs

PLM-enabled collaboration environments facilitate innovation,
but PLM must be directly aligned with a company’s business strategy



Year One New Product Revenue, the NPDI Key
Performance Indicator!
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» Mattel’s new toys introduced within the last year produce 70% of its sales

Source: A.T. Kearney, “Mastering Innovation Management” 2002

» Products newly introduced by Johnson & Johnson account for 25% of total company
sales during past five years Source: Bradley




Success for Manufacturers is Dependent on
Innovation, Efficiency & Risk Reduction SADg

Roughly 80% of all new products are failing
to achieve their expected results

About 70% of product cost are locked down
during the design phase

Companies are increasingly being held
accountable for the environmental and safety
performance of their products




What are the Reasons for Failure?

REASON NO1
Disconnected Business
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Portiolio
Management

=
o
g
(®)
=
=

Varket Product
BN REPOILS

RrojeciVgmt \n

Ploduct ,!f \

Design

Autnogisie

0
o

Tools

Rrocurement Vanufaciuring
RERLILS REPOILS

/1N

Component
& Task
Saeurcing
Ramp-Up to
Production
Manutactuirng

Maintenance |

& Servie

REASON NO2
Missing “single
source of truth”
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Insufficient
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Why?
Often the IT landscape is part of the problem
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The Need for a Comprehensive Product
Innovation Approach

Continuous Product and Service

Innovation:
The entire organization needs to ensure a
continuous stream of profitable innovation
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Authoring Tools

Embedded Product
Compliance:

Being green starts with
simply being compliant
with existing regulations

Integrated Product
Development:

Connecting Engineering/R&D
with the Business




Product and Service Leadership
Can Be Achieved Through End-to-End Value Scenarios
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Product and Service Leadership
Can Be Achieved Through End-to-End Value Scenarios w
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Innovation
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Product and Service Leadership
Can Be Achieved Through End-to-End Value Scenarios
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Integrated Product Development
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“Time-to-Profit”
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Process Flow: Product Design (1)
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ortfolio & Project Management

New Projects and Portfolio Items created out of a Product Initiative

Portfolio Item Project
Management View Operational View
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Manage Projects for New Product Initiatives
Timeline, Resources, Deliverables, Costs, Budget,etc. as well w

| History, Back Foraward

|[¥]

[ Expand subtree | [ Expand all | [ Collapse subtree | [ Collapse all | [ Mavigate | [ Print | [ Print Preview | [ Refresh | [ Settings |¥ Custom Timescale | Period: [Custom  [+] | Goto.., | Phase-centric view Legend

4 2002 2009
[ Mow, Dec. Jan. Feb. Mar. Apr. May. Jun.  Jul. Aog. Sep. Oct Mow. Dec. Jan. Feb. Mar Apr. May. Jun.  Jul. Awg. Sep. Oct
| |

|7 * Mewy Extra Sticky Colour Wi
= D20 - Decision to Define

= D20 - Decizion to Develop

|

= D2R - Decision to Ratmplp

» D20 - Decision to Launch e
= 2R - Decision to Retire —————————————————————|

* Ideation
= Ideation Planning
* ldles Collection
* ldea Azzessement
* |des Selection
¥ Concept

= Concept Creation

|| = Technical Asseszemnt —
|| = Market SAssessment [
|| = Product Proposal =
- ¥ Design Project
|| ¥ Ramp-up I_
b Launch

— Manage and schedule “top-down” for Sub Items
u and Projects of a Product Initiative
| - Phases
[ | - Gates

4 3 - Deliverables
Ready - Status




Manage Specifications and Design documents
to Project Deliverables

SAP PLM Objects can be linked to Project Deliverables
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Checklist and Deliverables Dashboards

Checklist Dashboard

Belowy iz the list of Phases forthe Initiative. Click on a Phase to see its details.
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- Manage Deliverables and Check Lists
across Phases of a Product Initiative

- Synchronize Dates and Status with
underlying Projects
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Managing Product Initiatives

Initiative Overview

An cverview of the initiative i shown below, to display the various seclions, choose the coresponding tabs.
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Benchmarking

SADd

Companies where new development projects are managed through a tool that generate and
demand forecast for resource requirements and sends proactive alerts in case of project task
delays or cost overruns, have on an average 75% lower NPDI FTEs per Million of New Product

Revenue

NPDI FTEs per Million of New Product Revenue vs. Best Practice Adoption
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0.4

Product Revenue

NPDI FTEs per Million of New

Low Medium High
Average Overall Best Practice Adoption Level

Best Practice:

New development projects are managed via a documented process that describes clearly all the steps from idea generation to product launch. Task
dependencies are easily modeled and tracked through this tool

Proactive alerts are sent out to appropriate personnel when a project tasks gets delayed or when the actual costs exceeds the planned budget
The demand forecast for resource requirements is generated and communicated to all functions at least 4 to 6 weeks in advance

It is easy to get an overview of resources and projects they are working on at any given point in time and to identify, reserve and deploy the right
resources for the right projects

Source: ASUG/SAP NPDI Benchmarking Study, based on 100+ participants (SAP Customers and Non-Customers)



Benchmarking

SADd

Companies where strategic resource management is actively monitored through online
and dashboards enabling company executives to review and plan for future requirements,
have on an average 65% lower NPDI Costs (% of new Product revenue)

NPDI Costs (% of new product revenue) vs. Best Practice Adoption

8.0 1
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5.0
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NPDI Costs (% of new
product revenue)

1.0

0.0 4
Low Medium High

Average Overall Best Practice Adoption Level

Best Practice:
Strategic resource management is a priority for company executives

Company executives (including head of product development) regularly review current resource allocations among different product portfolios and make
necessary decisions for future resource requirements

There is an online tool to store key information on resources, such as skills, education, past projects worked. etc.
There is a effective process and a system to capture time and money spent by resources on various projects

Product development executives and management team has access to dashboards to view key summary metrics (resource allocation by projects,
resource utilization, idle resources, etc.) and details if needed

Source: ASUG/SAP NPDI Benchmarking Study, based on 100+ participants (SAP Customers and Non-Customers)



Benchmarking

SADd

Consumer Products companies with effective portfolio management systems have on
average almost 35% higher new product revenue

New Product Revenue as a % of Total Revenue vs. Best Practice Adoption

of

19.4%

14.5%

New Product Revenue as a %
Total Revenue

Best Practice Adopted Best Practice Adopted
to Limited Extent to Large Extent

Best Practice:

Portfolio Management — “Alignment of product portfolio with business strategy; Proactive management of the portfolio of
projects/ products; Portfolio reviews; Monitoring performance and rebalancing portfolio “.

Source: ASUG/SAP NPDI Benchmarking Study, based on 100+ participants (SAP Customers and Non-Customers)



Process Flow: Product Design (2)
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Ramp-up for Production

Ramp-Up for Production

Product Initiative
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End to End Processes
Product and Service Leadership

Continuous product and service innovation

Integrated product development \ \
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Climbing the PLM ladder (1)

+Project management +Eng.Change Management +Document management
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SADd

Chemicals companies where engineering changes are managed via a change
management processes that provides clear documentation and communication of
changes to all impacted constituents, have on an average 55% lower Time-To-Market

Time-To-Market vs. Best Practice Adoption
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Best Practice:

Engineering changes are managed via a change management processes that provides clear documentation
and communication of changes to all impacted constituents

Source: ASUG/SAP NPDI Benchmarking Study



Climbing the PLM ladder (2)
+CAD/CAM integration +Engineering Management
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Climbing the PLM ladder even further

+Enginnering integration into Enterprise processes
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SADd

Consumer Products companies where product development is a collaborative process
between design, engineering, manufacturing, sourcing, etc.,
have on an average 3 times higher R&D Effectiveness

R&D Effectiveness vs. Best Practice Adoption
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0.0 -
2 & 4 &

Average Overall Best Practice Adoption Level

Best Practice:
Product development is a collaborative process between design, engineering, manufacturing, sourcing, etc.

Source: ASUG/SAP NPDI Benchmarking Study, based on 100+ participants (SAP Customers and Non-Customers)



Is this the End?
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SAR
Companies where product development is a collaborative process not just between
different teams but also with external suppliers and customers and managed through
an enterprise application, have on an average 5 times higher Avg. No. of New Products
Launched per Billion of Revenue

Avg. No. of New Products Launched per Billion of Revenue vs. Best Practice Adoption
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0.0 =
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Best Practice:
Product development is a collaborative process between design, engineering, manufacturing, sourcing, etc.
Collaboration with external suppliers and customers is an on-going part of the product development process

There are clearly defined metrics (such as On time, on budget completion of projects, successful start of prototype, etc.) to measure the performance of product
development process

There is a system to accurately track Bill of Materials (BOM) as it evolves from as-designed, to as-built, to as maintained status
Engineering changes are managed via a change management processes that provides clear documentation and communication of changes to all impacted constituents

There is an enterprise application to access and manage the documents required for product development, content management and version control with easy access
for all relevant constituents

Source: ASUG/SAP NPDI Benchmarking Study, based on 100+ participants (SAP Customers and Non-Customers)






Industry Analyst’s Take on SAP PLM

“SAP has the broadest PLM reach across all manufacturing industries among
all of these PLM providers by leveraging its enterprise resource planning
(ERP) customer base.”

“...the advances in PLM 7.0 will encourage Gartner clients, particularly
discrete manufacturers, to take a closer look at replacing existing best-of-
breed offerings with SAP.”

“We recommend that SAP ERP customers explore SAP's PLM 7.0
capabilities, because the ERP software includes a significant percentage of
SAP's PLM capabilities already.”

Marc Halpern, ‘Industry Depth Is Crucial When Selecting a PLM vendor”, Gartner Report, April, 2009



Product Strategy Product Portfolio Innovation Requirements
and Planning Management Management Management

Engineering, : : Service and
R&D Supplier Manufacturing R terance

Collaboration EsssTation Essttation Collaboration

Product Master and Specification Service and
Structure and Recipe Maintenance Structure
Management Management Management
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m’“ mmt roduct Workgroup

Compliance Intelligence Costing Integration

m No company can address the full scope of PLM in a single step
m Breadth is too wide
® Implementation challenges
m First the long-term strategy, then the short-term priorities and plans

m I[dentify the areas that delivery the most value quickly
m Clarify the areas to be addressed — what processes are highest priority
m Clarify the scope across the organization — who will be impacted when
m Clarify the overlaps and integrations with other areas that are critical
m Clarify what success means for the program — when will success be clear

m Focus on delivering and communicating continuously
m Business transformation — process enablement is key

Product Quality
Management

Visualization and
Publications

ect and
Resource
Management

Market Launch
Management

Change
Management

Configuration
Management

ocument
Management




Summary
Innovation is a key to success, in both short short-term and long-term

m Innovation is a key competitive differentiator
m Industry motivations demand innovative solutions

m Basic objectives of industry have not changed much, but the environments
are significantly different

m PLM is a major innovation enabler
m Continues to attract more substantial investment and interest
m Continued expansion of PLM vision & footprint adds measurable value
m SAP PLMis among leaders (#1 - #3)
m SAP EcoSystem provide deep expertise

m Current economic crisis is seriously impacting priorities
m Shift from top-line to bottom-line priorities, but don’t forget longer-term

m In today’s economic climate, focus on areas that deliver both
short-term and long-term value
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The information in this document is proprietary to SAP. This document is a preliminary version and not subject to your license agreement or any other agreement with SAP. This document
contains only intended strategies, developments, and functionalities of the SAP® product and is not intended to be binding upon SAP to any particular course of business, product strategy,
and/or development. SAP assumes no responsibility for errors or omissions in this document. SAP does not warrant the accuracy or completeness of the information, text, graphics, links, or
other items contained within this material. This document is provided without a warranty of any kind, either express or implied, including but not limited to the implied warranties of
merchantability, fitness for a particular purpose, or non-infringement.

SAP shall have no liability for damages of any kind including without limitation direct, special, indirect, or consequential damages that may result from the use of these materials. This limitation
shall not apply in cases of intent or gross negligence.

The statutory liability for personal injury and defective products is not affected. SAP has no control over the information that you may access through the use of hot links contained in these
materials and does not endorse your use of third-party Web pages nor provide any warranty whatsoever relating to third-party Web pages

Weitergabe und Vervielféltigung dieser Publikation oder von Teilen daraus sind, zu welchem Zweck und in welcher Form auch immer, ohne die ausdruckliche schriftiche Genehmigung durch
SAP AG nicht gestattet. In dieser Publikation enthaltene Informationen kénnen ohne vorherige Ankiindigung geéndert werden.

Einige von der SAP AG und deren Vertriebspartnern vertriebene Softwareprodukte kdnnen Softwarekomponenten umfassen, die Eigentum anderer Softwarehersteller sind.

SAP, R/3, mySAP, mySAP.com, XApps, XApp, SAP NetWeaver, Duet, Business ByDesign, ByDesign, PartnerEdge und andere in diesem Dokument erwdhnte SAP-Produkte und Services
sowie die dazugehdrigen Logos sind Marken oder eingetragene Marken der SAP AG in Deutschland und in mehreren anderen Landern weltweit. Alle anderen in diesem Dokument erwéhnten
Namen von Produkten und Services sowie die damit verbundenen Firmenlogos sind Marken der jeweiligen Unternehmen. Die Angaben im Text sind unverbindlich und dienen lediglich zu
Informationszwecken. Produkte kénnen landerspezifische Unterschiede aufweisen.

Die in diesem Dokument enthaltenen Informationen sind Eigentum von SAP. Dieses Dokument ist eine Vorabversion und unterliegt nicht lhrer Lizenzvereinbarung oder einer anderen
Vereinbarung mit SAP. Dieses Dokument enthalt nur vorgesehene Strategien, Entwicklungen und Funktionen des SAP®-Produkts und ist fur SAP nicht bindend, einen bestimmten
Geschéftsweg, eine Produktstrategie bzw. -entwicklung einzuschlagen. SAP tbernimmt keine Verantwortung fur Fehler oder Auslassungen in diesen Materialien. SAP garantiert nicht die
Richtigkeit oder Vollstandigkeit der Informationen, Texte, Grafiken, Links oder anderer in diesen Materialien enthaltenen Elemente. Diese Publikation wird ohne jegliche Gewahr, weder
ausdrucklich noch stillschweigend, bereitgestellt. Dies gilt u. a., aber nicht ausschlie3lich, hinsichtlich der Gewahrleistung der Marktgangigkeit und der Eignung fiir einen bestimmten Zweck
sowie fur die Gewahrleistung der Nichtverletzung geltenden Rechts.

SAP ubernimmt keine Haftung fur Schaden jeglicher Art, einschlielich und ohne Einschrankung fur direkte, spezielle, indirekte oder Folgeschaden im Zusammenhang mit der Verwendung
dieser Unterlagen. Diese Einschrankung gilt nicht bei Vorsatz oder grober Fahrlassigkeit.

Die gesetzliche Haftung bei Personenschéden oder die Produkthaftung bleibt unberiihrt. Die Informationen, auf die Sie mdglicherweise Uber die in diesem Material enthaltenen Hotlinks
zugreifen, unterliegen nicht dem Einfluss von SAP, und SAP unterstitzt nicht die Nutzung von Internetseiten Dritter durch Sie und gibt keinerlei Gewahrleistungen oder Zusagen tber
Internetseiten Dritter ab.

Alle Rechte vorbehalten.



