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Project Initiation: Product Charter

savings targeted

stages

= Exit of low profit and non-aligned products /services will improve profit

= Improved performance gained with tighter lifecycle management control of legacy
products

= Some geographic markets / presence not profitable/sustainable

= Low Kkill rate to incubated and released products, below benchmark for comparable
companies

= Some acquisitions, while strategically important, have opportunities to improve
revenue and profit

= Some acquisitions no longer fit enterprise or business group level strategies

= Realignment of current capabilities should be considered as a means to improve
business group collaboration and/or resource planning and strategy harmonization

= Greater clarity needed around role / mission / strategic value of New Product
Development practice as a means to enable enterprise or business group growth

= Tighter link to New Product Development portfolio and process to the mainstream

= Improvement of financial objectives will be achieved through:
— Increasing scale of customers, innovation
— Creating even tighter alignment of growth targets and strategies
— Improving long-term value for business groups, sub groups

= Develop enterprise view of product and service portfolio
segmented by business group, sub-group and product
management area

= Baseline current financial performance across offering
portfolio (e.g., revenue, profit contribution, growth
potential, return on capital)

= Evaluate business group/products/services according to
strategic fit and underlying critical capabilities and
attributes (i.e., productivity, alignment to corp. objectives,
alignment to business group goals, etc.)

= Prioritize portfolio offerings and acquisitions according to
financial performance, strategic fit, critical capabilities

= Develop recommendations on opportunities to trim
portfolio investments, and where to re-align investments

= Compare portfolio processes with best practices
operating models
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°Tinnovation
“ Scope and objectives identified, baseline created and projected




Stage 1 — Building of Taxonomy

stages ofinpnovation

e Developing the right taxonomy for your company will determine best ROI results

Data is collected whether in spreadsheet form or directly
from internal databases

e =iy P Products Points of Contact
Group Group Management Area
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Stage 2 — Application of Filters
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e Evaluation (and potential pruning) of the portfolio based on financial performance,
strategic fit, and future attractiveness to maximize growth

Revenue: Sales, Services, Licenses, Other
Performance: ROIC, EBIT, Margin

Growth: Current/Adjacent Markets, Investments

Geography: High level scan of country performance

Strategic intent: Company and business group;
Product/service solution strategy

Attractiveness: Market, Basis for competition, Value
creation, right-to-play, ability to sustain
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Stage 3a — Analyzing Financial Results
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e Financial analysis and ranking provides transparency into the portfolio

Revenue
Financial
Performance
Ranking .
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Stage 3b — Analyzing Strategic Alignment
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e Strategic alignment articulated within context of strategy and goals

Strategic Alignment Review
Segment  Wgt Filter Type  Wgt 1 2 3 4 ]
Customer growth auart | 339 Flat-to-negative 1%-3% growth 3%-E6% growth T%-9% growth =/+ 10% growth
arowth
.
St rateg l c Undersenved 339% Saturated market - | A few, strong Many, fragmanted, | Few and weak Qpen
Maintain 25% |markets Quant highly competitive | competitors weak competit titors it
. Profit present
AI |g nment Optimize charinel 320, |Highdirect cnannel | Channel repeated | Channel repeated | Limited channsl | Multiple products
Quant duplication atthe product far natural cross selling - soldthru single
tamily levele businesses market approach | channgl
Enables Growth Dioes not enable Has vary limited Enables with high | Provides moduler | Fully enables
Strategy in: application complaxity “75%" solution
Grow Mail 5% sRecords Mgmt
inte *Customer Comms | Quant.| 100%
Adjacencies sSecure Trans
=Business portal
solutions
Develop Product & Services Quant 33% | Is not bundled wi Enables solutions High contribution
Enterprise- Solutions others Zero contribution via bundiing
:“oldnotinm Enables 330 Is not part of Enables 39 party High contribution
25% | partnershipsw/ 3@ | Guant partnerships partnerships via 3 party
party Zero contribution partners
Enables enterprise- 235 Stand alone product, Enables BFO High contribution
level Bus Process | Qual sveor systems Zero contribution viaBPO
Outsourcing
External Market Growth Quant | 50% Flat-to-negative 1%-3% growth 3%-6% growth T9%-9% growth =+ 10% growth
Market growth
Factors 25% | Compatition soy, | Seturatedmarket - [ A fow, strang Many, fragmented, | Fow and weak Open
Quant highly 5 weak ot
prosent
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Stage 4 — Applying Growth Filters
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e Analysis and screen of future business, market attractiveness, against capabilities

Capabilities
(3\'0\1\”‘h : I .
e = Organic capabilities critical to growth or NBO
s strategies
R
el
s .
ettt Attributes
——\\ues o : o
M’U\but = Potential differentiators for future growth initiatives
(e.g., market access)
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Stage 5 — Recommendations
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e Analysis of product/service positioning performed to identify alighnment to
revenue or strategic objectives

Analysis of product positions
Revenue-to-Strategic Importance - Portfolio
EBIT {Preliminary 2008 Revenue & EBIT ) (Millions)
1,000
Portfolio Option Play Core Performer
Product A
Recommendations -
a1 @ Product B Product C
T ProductlD @
Product E
a0 A ®
Praduct F @ Froduct G
— FProduct H
ELLEL £. Product K Product M
Product | Product R ®
O B Frouers — — — [~ —8— —8— — 99— — —Producll]
Product T Prodyct @ Product O
Product P
Decide Position Strategic Pursuit
-50 A : ! T T
1.0 15 20 25 3.0 35 4.0
Strategic Alignment
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Work Step

Taxonomy and Data
Collection

Financial Analysis of
Solution Portfolio

Strategic Intent &
Business Attractiveness

Capabilities and
Attributes to Sustain
Growth

Recommend Solutions
Portfolio Offering Model
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SOl Deliverables
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Preliminary Deliverable

Finalized charter
Data call and compilation data for baseline
Standardized hypotheses

Financial analysis and ranking of portfolio according to current and future
revenue, cost, margin, efficiency metrics

Portfolio ranking according to strategic and market metrics including,
growth, competitiveness, sustainability, commonality, etc

Consolidated portfolio view (i.e., including outputs of financial and strategic
filters); includes current and future growth engines for Company portfolio

Recommendations on product management aligned businesses to continue
or exit

Recommendations for new innovation and portfolio management model

1010
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Ongoing Project Tracking
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We provide the framework to track
all of your ongoing projects.

Project Description Activities for Next Month

Decisions Made This Month

Meeting on a weekly basis with
your product development and/or
marketing staff we review the
status of every active project in
the portfolio.

s . . Issues / Actions
Activities Accomplished This Month

Key Assumptions for Success

Project Plan
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Monthly Gating Reviews
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Partnering
New Product Development
Dimension
Dimension Srowth of Market
Size of market Perception onel Relatonship, Parmersh ” g;'ﬁ:g:'s‘:;
opportunity | [} Positionint 9
Growth of Market Competitive Density Value Creatio
Stena ot Customer | Brand Image
Value Creation Innovation actics
?:\?Jﬁzee ronfef‘vt:vernment Experimentation Projections & Ob Value Delivery
Degree of Competitive | Business Model e Window of Opportunity
Value Delivery ROI = - Overall Score
\évindc_:w of opportunity | Cost of Entry
| | Line Extensions
SOl uses a proprietary process for STUATION  ANALYSIS
evaluating new products and g Winats Happering? Why? .
- - @
services. Each product is worked S R\
- Vel o 7
through the SO_I gating process to < W“E:gj;‘;“e YR o taappen® ‘«@@
determine the likelihood of success. (easures)
. Make It Happen How Should It Happen?
The scoring enables the product g\ eers (pproach)
- -y . O
development team to prioritize &) What Ave The &
i i K
opportunities that should be ? o Happen? 5
(Activities)
developed because they have the S

highest likelihood of success.

©2007 Stages of Innovation



Project Prioritization
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SOl understands the importance
and the ease of doing the
project. Along with the gating
scores these additional metrics
are helpful in prioritizing which

projects across the portfolio to Description High (9) Medium (5)
work on. :
Project Importance
. . Strategic
How well the project fits the Importance
overall strategic direction. Magnitude of Impact

What the impact to the
organization will be: customer,
profitability, revenue,

.. Ease of Doing
productivity.

The perceived benefit to the Cost of Doing
organization: dollar savings,
revenue growth, business

effectiveness. Resource

The cost of funding the project in [Availability
the current period.

The degree of difficulty for
design, development,
implementation, and roll out.

The availability of resources to
implement.

Economic Benefit

Project Complexity
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Quarterly Portfolio Review

It’s in this phase that we maximize
the value of the portfolio.
Throughout the quarter many
projects will be evaluated. The
question is how do you know if a
partnership will be more valuable to
work on versus a line extension
versus a new product. SOI has a set
of portfolio management tools to
help.
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Rating Scale High (9) Medium (5) Low (1)
Strategy Alignment Fits Strategy Support Strategy Neutral

Value Significant Differentiation Moderate Slight
Competitive Advantage Strong Moderate Slight

Market Attractiveness Highly Profitable Moderately Profitable Low Profitability

Fit to Existing Channel Fits Current Channel Some Change, Not Significant Change
Significant

Time to Break Even Company Defined Company Defined Company Defined

NPV Company Defined Company Defined Company Defined




Determining Commercial Value
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The expected commercial value
iIs then calculated for each
project and the projects are
ranked by the ECV. Proket N e [ | | e
spent Value spent

There are many ways to
calculate ECV, we use present
value of the income stream at
launch minus launch costs
minus development costs.

Depending on the sophistication
of the company, we can add
probabilities of commercial
success as a discount factor.

Once ranked, budgets can be
developed using the cumulative
resources column.
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