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PRG Background

The Product Realization Group (PRG) was
formed to address the Product
Development Gap (PDG) that started with

outsourcing in the

1980’s and has

accelerated to the present day

To bridge the PDG, we offer end-to-end

product realization so
start-up ramps and

utions that support
ower total cost of

ownership for estab

Ished businesses




Industry Challenge

TRADITIONAL “OVER THE WALL" INTERFACE

ENGINEERING MANUFACTURING
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Impact to Business

RY

B sSpreadsheets

Emails
Faxes

Product is not what customer wants

Costs are too high

Product is not Manufacturable or Supportable

Unable to achieve compliance (ISO, FDA, RoHS, etc.)
Loss of Tribal Knowledge
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PRG Benefits

Higher Return on Investment

Partners deliver solutions that support a higher return
on investment for your business as it starts-out or
ramps-up

Proven Track Record

Established partners have proven track records for
delivering high quality solutions -- individually and
combined

One Stop Shop

Outsourced solutions allow you to focus on your core
competencies and provide the services you need to
bring quality products to market

Aoror Product

<% Group




Lunch & Learn Series

This series offers education to:

* Advance the understanding of the Product
Realization Process (PRP)

« Highlight current best practices

* Provide a professional networking forum




TOPIC
Where should you OUTSOURCE
now?

Asia, China, Mexico...or Bring it home to the
USA?7??

Speakers

o Jeff Burke, Airtronics
 Kevin Andersen, NPI Solutions, Inc.
 Bob Booton, BootonGroup Outsourcing

www.productrealizationgroup.com




Introductory Cartoon
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Agenda

Speaker Introductions
Presentation — Bob Booton

Discussion and Questions
— War Stories |
— Audience Questions

Lunch




Introductions

e Jeff Burke...... is the President/CEO
Airtronics Metal Products, Inc.

Jeff brings to Airtronics 30 years
experience In all phases of Manufacturing
and Quality Assurance Management. He
previously held the title of Vice President of
Quality Assurance and Value Added
Manufacturing at Airtronics.




Introductions

Kevin Andersen...... is the founder and President of

NPI Solutions. Inc. (New Product Integration Solutions) NP
Solutions was started in the year 2000 with emphasis placed in the
outsourcing of new product support and design solutions. NPI has
expanded into a full global source manufacturing and engineering
solutions company.

Prior to starting NPI Kevin was working in the contract
manufacturing and test business for 18 years. He has held many
positions from entry-level assembler, technician, and various
engineering positions to operations management His diverse
background and experience has allowed Kevin to gain the Strategic
Leadership Experience necessary to successfully launch NPI
Solutions from an office in his house. His visions and predictability
of the outsourcing model has allowed NPI to participate in the

customer’s product realization strategies and product launches.




Introductions

Bob Booton... runs The BootonGroup, an Operations and Supply Chain
consulting company that works with mid-market companies from High-Tech to
Industrial to Consumer products. He helps companies answer the critical question of
“You've Outsourced...Now what?”

He has developed and managed complex supply chains in Asia, Mexico, and
Europe. He is an accomplished speaker and author of several Outsourcing Books
and Papers.

In his most recent assignment, Bob served as Founder and Vice President
Operations for Cypress Envirosystems and built and managed the Operations team
including Supply Chain, Manufacturing, Outsourcing and Logistics.

Cypress Envirosystems is a subsidiary of Cypress Semiconductor, focused on
developing products that would help older plants and buildings save energy and
improve productivity. Their products, such as the Wireless Pneumatic Thermostat,
Wireless Gauge Reader or Wireless Steam Trap Monitor require minutes to install,
cost a fraction of traditional solutions, and typically pay back within 12 months.

Prior to The BootonGroup, his career of over 25 years included working for Compagq
Computer, Sun Microsystems and Solectron where he held several executive roles
in Supply Chain, Procurement, Operations and Outsourced Manufacturing.

Mr. Booton holds a BBA degree in Business Management from Texas Tech
University.




WHY DID WE
OUTSOURCE IN

THE FIRST PLACE
77277




LOW COSTS

COST REDUCTION...Low Labor
Rates

Were they simply a MIRAGE???

What did we get for these LOW
COSTS?




WHAT WE GOT
*HIDDEN COSTS

*Quality Issues

Poor Customer Service Issues




Hidden Costs of Outsourcing

Inital Supplier Surveys
Contract Negotiation Team
Pracess Executive Review - Blessing The Project
Pm%‘ ' Quartery Review Meetings
Documentation || TranSfEF Of KﬂOWlEdge Executive Travel During Holidays....e. XMAS shopping
Tribal Knowledge % )

. (P6‘0p|e, PFOCE‘SS : |deaS = = - Travel A” the Travel }‘ Emergency Travel."Oh Shit" travel...

Team, Person Knowledge =~ Endof QuaterExpetes
Next New Product Design Team

[T Mangger & Team Travels
Purchasing | Buyer Travels

Supplier of the Year Award Meetings
Etc Ete Etc Travel

Cost of Rework |

Product Change Notices
15t Articles - Samples

Defects in Manufacturing __l Qua"ty |SSUGS and —

Daily Operationl Issues

Design Defects. | Resolutlon | Poor Customer Service
Sustaining Qualty Programs | - T | Language Translation Issues
Ingpection Programs T Communlcatlon |Ssues Delays in Logistcs & Shigping
e i e
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QUALITY RISKS OF OFFSHORE

Lack of Process-Technical Capabillity (reality
versus what was understood in the quotation)
Design expertise — (or lack-there-of)
Documentation — ECN tracking & Implementation
_ead Paint issue - Environmental Dangers
Knockoff — Counterfeit Products  — Parts

Stopping Quality REJECTS BEFORE they reach
USA
Source Inspectors — lack of expertise
CMs measurements




NOW WHAT

S0, where are we?

What do we do now?




GLOBAL CHANGES EVERYWHERE

Financial Crisis on a Global Basis

Consumer Demand still remains
sluggish

Environmental concerns / issues?

Energy Costs — Transportation —
Logistics Costs

Currency Fluctuations in Asia




GOING FORWARD — THE PRIME DIRECTIVE

Pick the right supplier for
the right reasons

(Pick the Right Geography ...for the
right product, technology and volume)




CHOOSE RIGHT GEOGRAPHY

MATURE
NPl PHASE RAMPING PHASE PRODUCTS
LOW VOLUME
TOYS ASA ASA ASA
TECH - SIMPLE TEGHNOLOGY USA USA USA
TECH - PCTECHNOLOGY USA ASA ASA
HIGH TECH - COM PLEX TECHNOLOGY USA MIXED MIXED
MEDIUM VOLUME
TOYS ASA ASA ASA
TECH - SMPLE TECHNOLOGY USA MIXED MIXED
TECH - PCTECHNOLOGY USA MIXED MIXED
HIGH TECH - COM PLEX TECHNOLOGY USA MIXED MIXED
HIGH VOLUME
TOYS ASA ASA ASA
TECH - SMPLE TECHNOLOGY USA MIXED ASA
TECH - PCTECHNOLOGY ASA ASA ASA
HIGH TECH - COM PLEX TECHNOLOGY USA MIXED MIXED

iIndicates OPPORTUNITIES for more USA Biz...




FACTORS TO CONSIDER - BUILDING
LOCALLY VERSUS OFFSHORE

Technology
Product
Process — Mfg
Complexity

Volume

Maturity Level — Lifecycle Phase of Product

Service Levels Required




THE RIGHT GEOGRAPHY

Pick the Right Geography...

for the right product,
technology

and volume




THE RIGHT GEOGRAPHY

CHOOSING CHINA

(KEEP YOUR EYES OPEN...)




LUCKY 8 — RULES FOR CHINA BUSINESS

. Nothing is Impossible in
China...But, Everything is
difficult...

. People are everything.
Nothing gets done without
contacts and relationships...

. China Price Is Good News
and Bad News...

. Communication- English
might be the “Language of
Business”... but it wouldn’t
hurt to understand
Chinese...(or at least have a
friendly translator)

5. The Legal-Negotiation

process is NOT
Instant Rice ...

Vicious circle ->
Suppliers...become
Partners who then
become competitors...

There are NO
Secrets...

China should be “part
of your

strategy "...not your
whole strategy...




DIFFICULTIES OF CHINA BUSINESS

Travel -> Trains, Planes
and Automobiles

BIG country — distances
Logistics problems
Energy Costs

Government Rules &
Regulations ...you must
know the rules...and they
won't tell you the rules...

Contacts & People -
How do you get to the
right people and right
suppliers without
relationships?

Letter of Credit (L/Cs)
Labor Costs are Rising

Currency issues

Quality &
Environmental issues:

Lead Paint on Toys

Food Contamination

Rejects and Rework
Communications

Late night con-calls
Theft of IP - secrets




Knockoffs & Counterfeits




THE PIRATED WORLD OF STUFF

— Baby Food, Soft Drinks — Handbags and Purses
— Batteries and Film — Automobile parts

- %_igarette lighters — — Chemicals and Drugs
B V\I/I;Itoc?h es — Elevators and Toilets

— Makeup and Perfume — DRAM modules

_ Shampoo — Hard DriveS,

— Electric Razors — Cables — Power cords
— Air Conditioners — Servers, Laptops

— Refrigerators — CDs, DVDs Movies

— Ties and Clothing — Cell Phones, Software

— Motors & Chassis

_ _ — ICs & Components
— Plastic resin




KNOCK-OFF AND COUNTERFEITS

You can’t compete with knockoffs... they have no
advertising...they know your costs better than you
do...informal distribution system
An elaborate, government-sanctioned system of
counterfeiting of all types of goods...
Counterfeit goods sold domestically help
keeps inflation low...
Counterfeit goods sold internationally, creates
jobs and export revenues...
Local business use pirated software to lower
their costs of manufacturing and development
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AVOIDING KNOCK-OFFS & THEFT OF IP...

Onsite document control & audit persons
Random audits on 2 " & 3" shift

Don’t build your products with a
manufacturer who is building your
competitors product

Magician Technigue — Build bits and
pieces with different suppliers...never
give 1 supplier the whole secret or
assembly...




CHOOSING USA

Bringing it Home to
good old USA...




HIDDEN BENEFITS OF MFG LOCALLY

SAME TIME ZONE — COMFORT FEELING
IMPROVED COMMUNICATION (in theory)
Easier to manage Quality (in theory)
Easier to manage Schedules (in theory)

Transportation / Travel & Logistics Savings




TIPS FOR BRINGING IT HOME

. Change of mindset is 5. The Legal-Negotiation
required...Anything is process should be speeded
possible... up...

. Price is NOT EVERYTHING 6. The word PARTNERSHIP
needs real changes...

. MIXED Strategy...use China
parts for sub-assemblies... 7. Focus on:

a. Right Products &

. Communication is still a Process

major key b. Logistics & Inventory
Supply Chain &
Handling
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CHANGES REQUIRED @ GOVERNMENT

DECREASED

_EVE

REGU

DOING BUSINESS

_LATIONS — EASE OF

INCREASE TAX INCENTIVES — FEDERAL

and STATE

ACCESS TO FUNDING — VC CAPITAL

ACCESS TO KEY PERSONNEL




CHANGES REQUIRED @ US COMPANIES

Know your costs BEFORE you start

—orget about QUOTES... use Request for
Proposals (RFPs) and focus on the model
(markups & margin)

Understand and focus on “Total Cost of
Supply”... .(Don’t forget Hidden Costs...)
Maximize Logistics, Handling & Inventory
savings

Work together with CM to find optimal
material costs...




MORE CHANGES REQUIRED @ US
COMPANIES

Americans care more about the “deal &
contract”... .Chinese care more about “the
relationship”

While USA Litigates...The Chinese Build
Stuff... |

This needs to Change

Focus on The Relationship you have with
your supplier




GOING FORWARD

DoaBETTER JOB at
OUTSOURCING

(REGARDLESS OF WHERE YOU CHOOSE TO
OUTSOURCE)




Summary

— Billy, you've been a fine son, but it's time for a
change. | found a child overseas who can do
It cheaper."

Copyright © Randy Glasbergen




Contact Info/Follow Up

=

Sheet Metal Fabrication Solutions. From Design fo Production.

0l e

PRECIBION AND EXCELLENCE (N A DEMANDING WORLD

BOOTONGROUP

OUTSOURCING

Jeff Burke — President
408-977-7813
WWW.alirtronics.com

Kevin Andersen - President
408-944-9644
www.npisolutions.com

Bob Booton — President
408-386-8696
WwwWw.bootongroup.com




References for Mfg. In the US?

The US & Foreign Commercial Service encourages people to consider manufacturing in
the United States. While labor costs may be lower in some overseas markets,
complicated tariff/duty issues, increased transportation costs, and uncertainties over the
protection of intellectual property are just a few of the factors that can prove to be
expensive in the long run.

Having said that, companies that manufacture overseas can now qualify for US & Foreign
Commercial Services under certain conditions. There is a 51% U.S. content rule, and
unlike trade agreements (like NAFTA, DR-CAFTA and others) that calculate U.S. content
based only on the manufactured cost of a good, US Commercial Services is more flexible
by taking into consideration the broader sales cost of a good, thus including design,
testing/certification, sales, marketing, after sales service, repatriation of revenue, and
other management activities. If enough of these activities are conducted in the United
States such that the sales cost is comprised of 51% or more U.S. contribution, the US
Commercial Services can help promote the export of the good for $$$$ less than if you
did it yourself.

Contact below:

Karl Kailing, International Trade Specialist
US & Foreign Commercial Service

55 S. Market Street, Suite 1040

San Jose, CA 95113

Phone: 408-535-2757




Product Realization Group — Learn More

To learn more about the PRG go to:

www.productrealizationgroup.com

Join the Linkedin:
Product Realization Group
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Questions and Answers?
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