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|13 MZXEE: The MPP Framework

*Where are we going?

. o G oH ” tth ?
Core Strategic Vision Ow WiTlRuiERe S

*Why will we be successful?

«Product platform strategy

Market Platform Plan *Defining technology
«Product line strategy

«Vector of differentiation
Product Strategy Product upgrade
«Self Cannibalization




= Product strategy is a roadmap, and it is useful only
when...

= CSVE= MissionO|L} ‘H|®' 1} CFEC}
- CSV needs adjusting and updating.
- CSV guides strategy.

" S5HQ Csve| a7
- Focus
- Clarity
. Completeness: where, how, why
- Feasibility



V/ in action: Compaq example

= Vision statement in 1993

"We want to be the leading supplier of PCs and PC
servers in all customer segments worldwide. We intend to
accomplish this goal by leading the industry in developing
new products, pricing competitively, controlling costs,
supporting customers, and expanding distribution.
Compaq understands the dynamics of the industry and is
poised to move decisively to exploit new opportunities.”

= Compaq changed its CEOs to change its
vision.



HP's Fiorina: Failed Vision ?

MUTUAL FUNDS MERCK BESTPRODUCTS
THEIRLOSS CAN MEETTHELAWYER  COOLESTPICKS
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HEWLETT-PACKARD
still needs to prove

it can execute its
broad strategy:If not,
pressure will build

to break up this
Silicon Valley icon.
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Despite the board’s insistence
thatitwill stay the Carly course,
abreakup may be the only way to
turn the companyaround.
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rom Portfolio to Platform Thinking

= “High-variety”2} “Cost-effective”E & A|0]
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. FIGURE 1
Platform Thinking and Leveraged High-Variety Strategies
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Product platform is a collection of common
elements implemented across a range of products.
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An Example: Palm

Segment 3
Product Lines
Segment 2 with Unique

Features
Segment 1 @@@
Palm OS I Common
} Platform
Elements
Handwriting Recognition I




“ A product platform consists of a number of
platform technology elements. (PTE framework)

Architectural Rules

Function Partitioning and
Interface Specification

Overall

Platform Elements  Technology Set
| oo
/ Applications ] 6 B
7/ integration Framework | IEEEEEEEE | | |

System Services

HEO| | SN
EDE] SE

Il Defining [ Supportin [] Segmenting Other
Platform Element Platform Element Platform Element Technologies

Figure 5-3 Effectively managing a product platform requires understanding the
platform technology elements and their characteristics.
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echnology TrajectoryE %t JiE PTEO| &t

Addressing Market Realities: The MPP Framework 127

Acceleration from
Technological Improvement
Breakthrough from or Increased Competition

New Technology Step-Function
Improvement

Driving
Metric
Limitation Caused by

Outpacing Customer Need

Foreseeable
Capability and
Static Trajectory

Deceleration from
Diminishing Improvements of
Decreased Investment

1 T L} I Ll ] e T i

Today 2 Years 5 Years 10 Years

Figure 5-4 Technology trajectories can accelerate or decelerate and are
dependent on many factors.



‘Managing” Product Platform Life Cycle

" HESESE 25l H
" HSESE 8 9%

- Exploitation

0|2l (migration)

$




A product line strategy is a time-phased
conditional plan for sequence of developing
products from a common product platform.

Coverage
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Dynamics
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NEW APPLES IN THE ORCHARD

Apple has stuck to upmarket products in recent years, squeezing
maximum profit from die-hard fans. Now it hopes to build on the
iPod's success by going more mass-market in two promising
growth areas: Home PCs and low-end music players. How the
new Mac mini and iPod shuffle fit into the Imeup

1.POWERMAC G5 Apple s most powerful
computer is aimed at corporate creative
types-many of whom have moved to
Windows Pés in recent years

$1,500-$3,000*
2.POWERBOOK G4 Thanks in part to the
iPod "halo affect,” this powerful notebook
is popular among students

$1,600-$2,800

3.IMAC G5 Introduced last fall, the all-in-
one flat-panel machine won raves, but it's
oA too costly for most consumers
$1,300-$1,900

4 iBOOK G4 The rugged notebook is
geted at budget-conscious schools
consumers
$1,000-$1,500

5.eMAC This budget-price all-in-one
machine is the choice for many schools
$800-$1,000

6. MAC MINI With its new low-priced
contender, Apple hopes to lure unhappy
Windows PC owners

$500-$600

1.iPOD PHOTO Designed to store images
as well as tunes, sales have lagged other
iPods since its debut in October

$500

2.1POD Apple’s best-selling product
hooks music fans who want a device to
hold their entire music collections
$300-$400
3.iPOD MINI Capable of storing 1,000
songs, its lower price and smaller size
have made it popular with the gym set
$250

4.1POD SHUFFLE A simple, inexpensive

device for folks who need to carry around

only a dozen or so CDs’ worth of music
$100-$150

MAINSTREAM
Jobs at the Mini's
introduction



lo get at the roots of profit-destraving complexity. companies need to .

vation fulcrum, the point at which the level of preduct innovatior
mizes both revenues and p ;. by Mark Gottfredson and Kenh Aspinall
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Comp\em

Current
business
system

Cost out the new
one-product
process and
estimate impact
on quality

Model T:
zero-
complexity
baseline

Understand

Innovation how processes

fulerum - tchange as
complexity is
layered back in

Add options
back in to meet
true customer
demand



Adding Variety, Carefully

When an industrial supplier saw that offering one addi-
tional option caused a huge leap in costs, it determined
that its innovation fulcrum, the complexity level at
which it would maximize both profits and revenues,
rested at seven options.

Scenario B:
(eight options):
Ll 400% increase
91,007 in costs
= ¥ 80 Scenario A: +
e (seven options): |
" 100% increase | :
2 $0.60+ in costs f |

$0.404 Model T
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$0.20 4

$0.00
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NUMBER OF CUSTOMER CHOICES
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= Unit One Costs

Pro CD O|Of7|

The cost of producing the first unit is very
high relative to the costs of reproduction.

« EZ3l, DESE HBYE ST}
Digital TVS| HE 3}
“The flat-TV market, like the PC market, is moving to

standard technologies, best price, and more
commoditization.” BW 2005/4/4
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How to Break Out
Of Commodity Hell

251 Buy Co. looks ke the

nfo gathered in the suburban comenunity of

latest goods, Best Buy has started creating
its own. One exampie: Bs Geek Squad
service Jeam dreamed up an @denal dsk
drive for PCs packaged in its own protective
cawe. Best Buy shelched cot 3 concept lor
partners to engineer and manufacture, Time
lag: just 120 days trom concept to deliverg
The company now has a handiul of house
brands and expects to increase overall
margins by 0.5% by 2008

Ancthes wiinkle: Best Buy has dso

ultimase Big Bax consumer Naperville, IIL, resulted in studiod. a started fapping tech startups so it can bring
electronkes store—commodity concept stoce there aimed ot soccer moms  the hottest innovations to market. Kal Patel,

prociucts at low prices. In fact, that salis the latest gizmos and offers emoutive vice-president for strategy. meets
the company has been plotting an  classes m how to use them It's just cee of regulacly with entrépeencurs in Slioon Yalley

escape from los-margin hell, It's
undertaking a radical <hift to impeove the
customer esperience, being innovative
products Yo market, and generate new retal
concepls. Ve empower cur people fo fisten
and serve, and, al the same time, we go
wpstream to find out what the suppliers are
doing, It's about speed to markel. We know

three concept stores Best Buy has launched
n the past 16 months, some of which may
become new chains. The mast offbeat:
eo-life shops, where customers can attend a
Pilabes class. pet 3 massage, and buy
health-related tech gear.

Rathes than waiting passmely for large
consumer ekectronics makers to ship their

and Asia, One recent discovery: Slingbax,
3250 device from Shieg Media Inc. that lets
people pipe TV programming from thesr
hoemes 1o ther PCs whereser they are. s a
brand-new concept. When Shngbos
launched last July. Best Buy had a three-
month head start on most rivals, That paid
oft: The company got & close early ook & 2

what the costomers ace looking fot and we promising now

have a time advantage i getting it to them,” AAN Getting  product category,

says Excutive Vice-President Ron Boire, amassage  and Skrghox
Nothing about this & business as usual. al aneg-fife  bacame one of

The coenpany has divided #s customers info cancept the year's

five cistinct demographic groups and (s & surprise hits,

dorg extensive market research o figure To quickly

out how to serve them bettec For instance,

Incubate ideas, the company runs
“accekerated leadership” programs

that pull fogether employees from
THE LESSON many backgrounds, They're held in
m rooms at headquarters set off from
. 3 the bustle of dady besiness whene
into distinct there's a calming indoor stream
demn faph oups and wirterfall and even a small
fi ogout thgf o cabin for private corersations,
1gure 0w you can serve Fow that's thirking cetside
each one better, the Big B

designs that it can quickly customize for a
particular client. These designs include the
chips and crenitry for various networks
and combinations of features. Cellon, with
operations in China, works with nearby
manufacturers 10 prepare its designs for
production. It takes just five months ta go

maidel, and it expects to launch in
thiree mare this year, By using the
wircless networks of other compa-
nbes, Vingin can concentrate on the
marketing and customer service
that it does best. “Is a template.
We'll rofl out in a new country
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Atdet we: VOD

« MPPE Xigi3} Mol 7|t
MPP involves selecting, deselecting, and

prioritizing market segments thru a consistent
winning ‘vector of differentiation.’

» VOD 72| 0|
VOD separate the strategic from the tactical
A VOD focuses product improvements

The length and slope of a VOD provide strategic
insights over time (l.e. market life cycle).
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Capabilities / Performance
Compatibility / Standard
Unique features

Ease of use / User interface

Cost reduction

- productivity

. cost of investment

- cost of product failure

- total cost of ownership (TCO)

Brand Reputation
Design



My 1o has ban
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The world"s most popular open source database is also one of the most aMordable.

Ready to be the hero in pour companty who says the TCO dragon? It's time to put MySQL - now bacted by Sun - n your
corner, You can reduce your database total cost of ownership (TCO) by up to 80 percent. In fact, companses that run MySQL
are saving on average between $290,000 and $500,000 per project, and some have literally saved millions of doflars per year.
{Intermet pioneers like Zappos.com, Twitt
And MySQL is a fast, easy-to-use and reliable database, In other words, wou woe't sacrifice one ota of performance foe all
the maney you're saving. Fied out why thousands of COmpanies trust their onling Business to MySQL and Sun, For 3 free
TCO update, call 18662210634, To get aur TCO whitepaper oe link ta 3 product downinad, go 10 wWwa
Then get ready to say, ‘My money goes further starting today.

N\ @Sun
MySsol

, Fotolog and Ticketmaster all have compelling stories 10 tell on cut website )




Differentiation by Features

All the features the pros require.
And you really, really want.

B ncion oon AR loadi ol Camm KNOW HOW"
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It's not just
a dual-wake-up
alarm clock, it's a
CD player and
an aromatherapy
machine, too!

But wait, there's
more-it has a
shortwave transmitter
and a Dictaphone
function for
recording late-night
brainstorms

efeatin
?__t re
atigu

by Roland T. Rust, Debora Viana Thompson,
and Rebecca W. Hamilton

MOUSE PAD 1% A SIMPLE THING. Essentially an
Am\;'wcd coaster, it keeps the intessant scooting
of acomputer mouse from destroying a desktop’s

finish, Beyond that, the most it might do is amuse, soothe,
or advertise with the artwork imprinted on it. Or S0 we
th L Enter the mouse padClock/cakeulatonFM radio
Recently, one of us was the seluctant recipient of this in-
novation in office equipment, Thoughtfully, it featured
a pair of earphones, Less thoughtully, it did not include
the two batteries required 10 operate it A glance at the

And that's
not all...
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CUSTOMERS'
REPEAT SALES LIFETIME VALLE INITIAL SALES
MAXIMIZED MAXIMIZED MAXIMIZED

CUSTOMER RESPONSE ——— HIGH

LOW

F2 Fopt Fi
Low NUMBER OF FEATURES > HIGH




User Interface
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What the Pros Think Yahoo! Should Do

Some constructive criticism from the best Web design gurus:

SEARCH: Give Yahoo
credit for making this
ane of the few clear
priorities on the site. Over
time it has moved to the top
of the pageammmectwdy
highlighted
background.
easy-to- rmq,desaarch
cabegory buttons at the top,
and searching the

the night, It's  tamiliac, clear
bar, even i itis a bt

cramped by the logo above

and list of services below.

SMALL BUSINESS:

It has a high
but it's totally cut of step
with the rest of the
corsumer-gimed page.

recommend that

Yahoo take the radical step
of axing it altogether. If -
smal businesses are
coening 1o Yaheo for Web

hosting, they Wl find it
lhm&umd\erbm.

BUZZ LOG: The text =y
isn't abways as clear
here asin the News and
Entertainment section, but
it's a rare spot of user
uﬁerummthe site,

DESIGNERS find this unramed

box confusing, There's no
apparent logic or arder to what
sarvices appear here vs. othar
vaguely named bexes such as
“Featured Services™ and “More

Yahoo! Services.” In fact, some links,

such as “HobJobs" and "Health,"
mmpemedmrmm

LOGO: Experts disagree onthe NEWS AND
effectiveness of the cutesy Yahoo! ENTERTAINMENT:
L&:gandcartnishbﬁmmaach Nice use of phatos in these
ide. Most give these fzatures credit ~ important sections. Instead

foe being ore of the rare sparks of of squeezing down a big

personalty on the page. But Jeanine  photo, Yahoo smartly crops
Guido, a bamesandnoble.com them to work with the small
creative director saysthejconslook  foemat. Headlines are clear
|l 2 high schooler designed them,

suggest saving space by

combining the two inlo
one “What's New” bax
or at least signaling that
editorial

\m-m

THE YAMMYS

M
" gn. | w—

Group gives Yahoo kudos
‘ for being one of the first
sites to put only Dow
|  percentage gains ca
the home page—not the
W Iumbers,
AP LR A b e |
o e s s va | - | WEATHER: The one
S Wb S — 1

part of Yahoo's home

Mueller a designer at
StudioTM. “Users kve %o
see what other users search
for” Combined with the
Entertanment bax, & makes
Yahoo kook hip. The site
shoudd foctss moere on that
kind of media conterd and

less an hawking its services,

Loren Aomineng sngint 40 e S Cone page that everyane loves,
B St Once youentes any
WORPIE - Vwugure T 1an v Sur whrband o e 5| — ‘ mfnrmallmmdlcatm
W W R | e b ‘ a:::, a%:;;mw
B B ittt sl |
PRET g e ot e s | the weather in your city.
LY e T e e e | The more such automatic
customization Yahoo can
| offler the better, experts say.
SN G R Infact, this bex is so popular
Copars Pt Fovesies fows thiat it should be meved up
much highet
mssuuuouslox THE MARKETPLACE BOX .
of links makes fttle gets as mary bocs as the suessiveck fumline [
smse t do Fantasy Footbal, DSL  Weather Box gets cheers. froma an expenced et itigue of
Service, and HotJobs havein design standpoint, it looks the Ya "'r home page and
common? Tk adout confusing. And  same as Yahoo's editorial content, 3 QEA with Lanry Tesler,
why are these links higher up than, but it's essentially a series of ads. .
sy, cassfieds? Yahoo tries foohard — *'s the worst area of the ste.”
to drive traffic 1o s own services, satys Nielsen.

76 BusimessWeek | Scolen e D0 00D
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Fuseproject
Ziba Design
Continuum
Smart Design
Whipsaw
Antenna Design
Formation Design Group
Lunar Design
Tools Design
Ergonomidesign
NewDealDesign

Pentagram

2004-2007

2008

TOTAL

24
14
9
11

=
[y

(O B @ B O S R S e NV, |

7
5
4
2

NOR R

=

= W W

31
19
13
13

=
N

OO O O N oo oo v

Samsung

Apple

Decathlon
Philips Design
Hewlett-Packard
Panasonic

Eva Denmark
Motorola

Nike

Belkin

Timberland

2004-2007

2008

o

A b

15
13
11
11
10
10

= X: Business Week 2008.7.17




From
Laggard
Toleader

How Samsung 1969

ratcheted up Its Samsung Electronics

design emphasis established as maker of
TVs with technology
borrowed from Sanyo.

1996 2000

Lee declares “Year of Samsung once again

Design Revolution,”
stressing that designers
should lead in product

focuses on design, and
CEO Yun Jong Yong calls
for design-led

planning. management.

1998 2001

Asian financial crisis Yun initiates quarterly
dents Samsung’s design meetings for top
ambitions; design staff cul | execs; opens design labs in
by 28%. Los Angeles and London.

34 | BusinessWeek | December 6, 2004

1977

Samsung
introduces its
| first color TV.

1980s

Focuses on
undercutting Japanese
rivals with me-too
products. Design is an
afterthought.

2002

Samsung’s “usability
laboratory” inaugurated
in downtown Seoul.

2004

Samsung wins a total of
33 awards at top design
contestsinthe U.S.,
Europe, and Asia.

1988

Launches first mobile phone.

1993

Chairman Lee Kun Hee
tells execs to reinvent

Sels up

Samsung through design. in-house
design

1994 . school,

Hires U.S. design consult- the Innovative

ancy IDEO to help develop = Design Lab

computer monitors. of Samsung.

DESIGN CHIEF
hoi




Design Alliances



http://ds1.nl/c/?wi=38023&si=528&li=31815&dl=gsm_abonnement/LG_KE850_Prada/603/LG_KE850_Prada.html&ws

fscovering New Points of Differentiation

MacMillan and McGrath (HBR 1997]

Open up your thinking to your customers’'entire experience
instead of your product per se.

Step 1: Mapping the “Consumption Chain”

How do people aware needs — find — select — order/purchase -
deliver — install — pay — store — move around — really use — get
help — return/exchange — repair/service — dispose of

Step 2: Analyzing Your Customer’s Experience

- Consider how a series of simple questions apply at each link in
the consumption chain: What, Where, Who, When, How

Brainstorm and select the most promising.



Differentiation is Risky When:--
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Upgrade or Wait»

IDG
7 CLL EAST CHENP U U300 GO TARES O8 INTEL'S PENTION 1300 G

AR 1 Tech&You

3
Y EY STEFHEN H. WILDSTROM
S5 Cw= Add Bite to

Z,
Huge Storage, ==
Sz Your Browser

A
Q.
,;b,,,b $

WWW.PCWORLD.COM JULY 1998 $599

Products of
the Year

Vista: Upgrade—orTrade Up?

Tiny Prices
Make It Perform

Gobs of Gigabytes:
13 Humongous Hard New Tricks With 38
Drives From $199 Web Utilities

8 UPGRADE

16th World Class
Awards Honor Top
ol Hardware, Software

OR |AWAIT?|

J. HUGH JACKSON LIBRARY

Graduate School of Business

Windows

2 Is It Really Better?

2} Is Your Hardware Ready?
2| Is It Stable and Safe?

2| Will the Courts Yank It?
SHURIOITIROTR O

HBXBEENSARRRRRR S DIGTT 94305

 —

Afier all the hyvpe and delays, Windows Vista is finally here. Should you
rush out and buy a copy when upgrade versions go on sale on Jan. 30
Probably not, given the odds against a satisfactory upgrade experience.
But I'd certainly consider speeding up the purchase of a new computer

when ros loaded with Vista become available in a few more weels.

The marketing barrage that
Blicresalt e prepared will Exus
o Viga's new loak—the first majoc
dezign overhaul e Windows in moce
than o decadks, Bary of the coneepis
wonz Fram Apple Compu ter's Mac 08
X, buitVista pushes the visual effocis
much further. Phoweeliam replaces
the garish cartoonishness ol Windows
XP for everything fom program icans
1o file Eakders To et the confision
that can cocur when you harve ks of
wrinklomes open, @ thumbmil inage
pops up when you run your mocee over the progran’s e
bar jeon, Fakders look ke sctual meni b Elders asd shenwa
elimpse alfwhat’s inside: a bitof album art for o music Bkler, a
slice al ooe of your piciunes foea phoio Gikder,

All this eve candy is nice, bot it's not going, o maks it amy
et o dralt a buginess plan or o budga. And it does come
aba price, &s is the se with the nev version of Microeali
Office, which [ wrote abont kst week, noveliy breeds
vonfusion, There are mamy nev ways o display the contenis
of file windome, for scample, ind ud ing stocking Fdders that
are socted by stee. You won't i the “sdect al 7 commancd
o1 the Editmenu—because the menus hive been hanished.
0 the other hard, hitting conrol-A will il selectall the
vanlents af o windew, and youn can fod ways o do everything
elzeyon nesd to do, e, D just ke dme o figune it ot

THE MIST IMPORTANT CHANGE N VISTh are hidden. Micoveali
haz mads same fundamenial albaaticans o e Wind o'
motorionshy lealoy security, ms Tl exphin nest week. But there
e other substantive changes that ane both visible and vsefiil,
The ability to o thing= is paramount. Like the Mac's

The big question i=when and
hery you should mose (o Vista,
Upgrade wocay? Or just wait and
buy an all-pew Vista computer
denvn the road?

When Windoms XF oume oul
in 2001, Lurged people o move
yuickly toget rid af the hopdessly
unreliahle Windoos 58 and the
wvegs weirse Windows Me, That
mesnt upgrading o XF, and like
all earlicr Windows upgrades, the
e cesess v s ek fan ns a ool
canal. XP, cn the ciher land, i=
geeid encugh that you may just
wunt to meke do, for now, Bosed
an the troubkes Pve had i esis,
T'd warn agninst upgrading ir
youl have ald peeesodies, such as
prioters, or il you run any custom
or nhazu e business scfiware.

IFyoudecide o upgrade amoway,
mmaks sare your exiing comiputer
bers the horsepower toda Visia
Justice. Any sysiem aldar than six
mitiths ar o year mey be ouble,
Funetions coukd fed sticky o sliggish, and il the graphies on
wour POaran’tup o sk, you'll lose the Gney visual disis,
Wou'll nesd at leas a gigabyie of memory. And doa't iry o
pinch pennies, Thae's o Home Basic verson of Vist o
10, bt it lacks mony fstores, ind udivg the nine graphic
design: youwant the 140 Home Premium.

The big risk ol upgrding is that you’ll getall the confusion
al Vista and the koole af XP. With o new made-foc-Visa

[t may make
MOTe SEnse
to buy the
system all
loaded on
anew PC

_ #LSAN0I00094 54302804 30 547-03 Spotlight smrch, the nev Windones scarch isoccu e and campu fer, ot ler you'll know that everything will wock. Anc
é :e.m LIBRARY UEC 00 k. I the best Windeoes tradition, there are thres ways o WVista is o hig step foewacd: in time, you'll waot i @
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term, Vida brings up matchies Bond in that windoe's foldiers,
A search beogan the sian menu searches the entire computer,
ineluding program files, And o separaie ssarch application
let= you specify the sope of dedaaop ssrch,
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Cannibalization Strategy

= Cannibalization: $|s 217} 7|3g|2l7}?
. Cannibalization is bad because...

. Cannibalization is good when the transition is
orderly and profitable.

= Cannibalization as offensive strategy: T FX}2]
Mg
- A2 E AL = HeAZIL
- Cannibalization hurts the market leader more.
- Judo Strategy



Self Cannibalization

= Cannibalization as defensive strategy: 2| 2]
X2k

. Xf7|ﬂ*| (Self-Cannibalization)
- You don’t want someone else to do it.
'o|gh 4= QICHH =742}
“It's better to shoot yourself in the foot than to allow

somebody else to shoot you in some more vital part of
the anatomy.” — John Henessy
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