NPD RISKASSESSOR™

RiskAssessor is a software tool and statistical modeling service
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- = - = for managing, evaluating, and diagnosing new product develop-

ment projects and portfolios. It is available for site license or through Adept Group consulting services. One ver-
sion of RiskAssessor employs statistics for business-to-business products and another version employs statistics

for consumer products.

RiskAssessor delivers both textual and graphic outputs of project and portfolio analyses. It is a data management
tool and powerful mathematical model of factors influencing the outcome of new product projects. The software is

easily deployed and easy to use.
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The Statistical Model The RiskAssessor™ Statistical Model
The RiskAssessor statistical model is based on -

Dr. Robert G. Cooper's NewProd research, Selection of 30 statisticall - .

i . . New Product S ot Empirically Validated
perhaps the most cited research in the field of Experience Data significant, actionable through independent studies
new product development. The RiskAssessor \ attributes explaining

/failure
model has been replicated and validated statis- secess (

. o P ) . Hundreds of New Product 1. Product Superiority / Quality
tically within a number of companies, and in Reviews .

) . . ) . - 2. Economic Advantage to user
different settings, including North America, - half suceesses 3. Overall companyproject fit
Scandinavia, and the Netherlands. - half failures 4. Technological Compatibility

Ratings on 77 attributes Reduction to 9 Key 5. Newness to firm
RiskAssessor has a predictive ability of about Company au Factors 6. Market need, growth, and size
pany assessment of driving success/ .
84%. In other words, it correctly predicts degree of success/failure failure 7. Market Competitiveness
winners and losers about 84% of the time. 8. Defined Opportunity
9. Project Definition

This is far superior to the nominal success
rate of traditional product development prac-
tices. Consider the tremendous economic Field/Trial Experience
value RiskAssessor provides users: Calcu- on over 500 NPD projects;
late the full cost of your organization's NPD Risk Model relating nine
efforts and then multiplied it by the difference key factors to probable
between RiskAssessor's 84% predictive abil- success

ity and your company's success rate!
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= Full Risk Assessment
= Reports
= Team Process

The in RiskAssessor leverages on the fact that the profile of a new product development project's strengths and

weaknesses is also a very good predictor of the project's eventual commercial outcome. When used for individual
project reviews, evaluators (often the project team members) rate the project on 30 statistically significant factors.
The RiskAssessor model analyzes these inputs by comparing the factor scores against those in a large database of
known outcomes of past projects. From this, RiskAssessor pinpoints the strengths and weaknesses of the new

product development project, and calculates a likelihood of commercial success.

NPD RiskAssessor is a trademark of The Adept Group Limited, Inc.
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Software and Data Storage

The RiskAssessor software engine runs on Windows and Web
Server platforms. Data inputted by project evaluators or as
generated as output from RiskAssessor's analyses are stored
ODBC and XML formats. This enables integration with other
applications for presentation graphics, spreadsheets, word

processing, project tracking, and maintenance of metrics.

RiskAssessor is far more than a simple computer model or
database engine. Itis a SUPPORT SYSTEM and METHOD
for more effective new product development. When properly

implemented, the impact of RiskAssessor is profound:

RiskAssessor Software

1. Windows, and / or
2. Local Area Networks, and / or
3. Web Servers with

« MS Office Integration

« Open Data Structure

How RiskAssessor Works

RISKASSESSOR analyzes the risk of a new product development
project much in the same way a bank assesses a person’s ability
to pay back a mortgage. The bank collects information on such
items as age, credit rating, education, annual income, job his-
tory, value of a current home, and the value of the new home.
The bank then places these values into an algorithm that, based
on a statistically large sample of previous homebuyers, deter-
mines the likelihood that the mortgage will be paid. While the
bank wants to know all of the factors, it only cares about the
probability that they will be paid back.

In RISKASSSESSOR, certain factors (numerical responses) are
captured via an online survey or printed questionnaire. These
numbers and qualitative inputs reflect each person’s perceptions
of the NPD project. The RISKASSSESSOR model then uses an
algorithm to compare the project against previous new product
development projects. The output from RISKASSSESSOR reveals
where risk is coming from on the project, and to what degree
such risk affects the likelihood of success.

Better, more in-depth new product evaluations;
Improved prioritization of projects within a portfolio;
Sharper project definitions;

Much improved cross-functional communication;
and

Consistent measurements of projects, portfolios
and process

found to be key to success.

Gains From RiskAssessor

1. Enables managers to focus on the key issues in the project - items that have been

2. Identifies areas needing action, better information, and a shared understanding.

3. Highlights critical areas lacking insights, where more homework must be undertaken

before moving ahead with a full-scale development.

4. Pinpoints the project's key strengths and major weaknesses, leading to a path for-

ward to resolve the weaknesses and exploit the strengths.
5. Predicts the project’'s success likelihood -- quantifying the overall degree of risk

6. Helps drive good Go/No-GolRecycle and prioritization decisions.




NPD RiskAssessor™ RISK ANALYSIS FOR NEW PRODUCT DEVELOPMENT

RiskAssessor In A Project Team Process

Based on years of application by The Adept

Product Superiority/Quality

Group, RiskAssessor is also designed to fa-

Project Definition Economic Advtg to User

cilitate a powerful, structured NPD team
process. Team members assigned to a new

product project use the RiskAssessor to ad-
Defined Opportunity Overall Company-Project Fit

vance their dialogue and uncover key

strengths and weaknesses of their project.
This enables managers to input their individ-

ual opinions and known facts, see an inte-

Competitive Situation Technological Compatability

grated view of the project, and finally see a

full analysis and diagnosis of the project

Market Need,Growth & Size Familiarity to the Firm

based on their own inputs. Each evaluator's

score equates to a probability of success. RiskAssessor creates graphical profiles of the risk
being incurred by new product development projects.

The "mean evaluator" is the mean of all rat-
ings for all 30 factors, weighted by the

evaluator's level of confidence toward each factor rating.

Thirty questions about a project are posed to each team member. Each question requires a subjective rating (zero-to-
ten scale) and an indication of how sure or confident they are with each rating. The questions deal with strategic issues

such as the nature of the marketplace; the degree of fit or synergy; and the differential advantage of the product.

Product Superiority/Qualit _ 68% .
vy RiskAssessor analyzes, mathe-
Dverall Company-Project Fit _ 70% matica”y, the opinions and dis-
Economic Advtg to User P e plays the composite or integrated
view of the project. Areas of ma-
Market Need,Growth & Size e 2y proj

jor disagreement and questions

Competfive Situation 0= where confidences are low
Project Definition 57 (uncertainty is high) become high-
“echnological Compatability a2 ] lighted for easy identification.
Familiarity to the Firm | RiskAssessor then calculates nine

key factors that underlie new

Defined Opportunity 9% -
‘ ‘ ) product success. These key fac-
-1.5 -1 -0.5 0 0.5 1 1.5
Factor Influence tors are orthogonal

(mathematically independent from
Risk profiles show the magnitude of driving and

hindering forces affecting projects. one another).
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RISK ANALYSIS FOR NEW PRODUCT DEVELOPMENT

Nine Key Factors

The nine key factors used in the analysis are:

1.

Product superiority/quality ... the competitive ad-
vantage the product has by virtue of features, bene-
fits, quality, uniqueness, etc.

Economic advantage to the user ... the product's
value for the money from the customer’s perspec-
tive.

Overall, company/project fit ... the product's syn-
ergy with the company’s resources.

Technological compatibility ... the synergy of the
project with the company’s technical resources.

Familiarity to the company ... how familiar or "close to
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RiskAssessor enables team members to see how
their perceptions differ from others.

home" the project is to the company (as opposed to new or "step out").

Market need, growth & size ... the relative magnitude and quality of the market opportunity.

Competitive situation ... how easy it is to penetrate the market is from a competitive standpoint (as opposed to

a tough and competitive market).

Defined opportunity ... whether the product has a well-defined category and established market (as opposed to

a true innovation and new category of products).

Project definition ... how well defined the project and product specification are.

NPD RiskAssessor Team Process

The model uses these nine

Post-Meeting

Summary report

benchmarking project attributes key factors to identify the

and team perceptions

strengths and weaknesses

Developing team consensus on

best Conourrant sctvities projects and to calculate over-

Creatively generating and

Highly Focused critically examinin

best concurrent activities cess. In addition, sensitivity

Team Activity

Exploring key challenges
ang dete?min);nts of ri%ks

Measuring awareness

all scores for likelihood of suc-

analyses are performed that

look at the results under "what

and consensus: Facilitated if" scenarios. The outputs are

Second iteration

of statistical survey Team Meeting

Developing issue awareness
and consensus

Exploring team member
disagreements and perceptions

Statistical model survey - i
of cross-functional team Pre-Meeting

displayed graphically for easy
interpretation and understand-

ing.
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RiskAssessor and NPD Portfolios

A summary of each project's profile, its metrics and Ris-

kAssessor's statistical analysis are stored in a central

database. RiskAssessor accesses these data to ana-

lyze a company's portfolio of projects, to diagnose sub-

groups of projects and to track projects and related risks

determinants.

RiskAssessor constructs charts and graphs to reveal

RISK ANALYSIS FOR NEW PRODUCT DEVELOPMENT
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characteristics of a firm's new product portfolio. A bub- - d d a

ble chart of Products-in-Development is shown to the

RiskAssessor displays many differ-

ent dimensions of NPD portfolios.

4 Too many or too few projects

4 Too small (incremental) or perhaps too
large of a degree of risk

4 The degree of market change versus that
of technology change

4 The expected economic value of the full
portfolio or sub-groups

4 Technology / marketing platforms and their
cascading affect

4 Forecasted resource requirements, and
future bottlenecks

¢ Organizational / strategic strengths and
weaknesses.

right. One project named 'RioGrande' has a 55%
probability of success and $3.5 million annual reve-
nue potential. This project is in Stage 3 of develop-
ment in a Stage-Gate process and will launch in 13
months. The size of each bubble indicates annual

revenue potential.

Stage Completion in Stage-Gate Process

Products in Development
Percentages in parentheses reflect probabili-
ties of success. Size of bubble shows reve-
nue potential of project.

Market Attractiveness versus Synergy of Projects in Portfolio

Data coordinates are percentile scores.
Bubble diameter indicates relative peak annual revenue
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Market Attractiveness

This chart compares the “Market Attractiveness”
against the “Fit with the Company” for 6 separate pro-
jects in a portfolio. The percentile score on each axis
is derived from the RiskAssessor database.

The ability to analyze multiple projects gives RiskAssessor tremendous power. For example, RiskAssessor shows

common weaknesses that cut across a portfolio. Such common weaknesses (referred to as “systemic risks”) typically



NPD RiskAssessor™

are organizational or strategic, suggesting critical attention from top management, not from the NPD teams. RiskAsses-

sor clearly reveals such portfolio risks to senior management.

By coupling risk analysis with the revenue and timing Expected Annual Launch Value
eStimateS’ RiskAssessor forecasts an expected cash Forecasted Revenue for Products in Development, Adjusted for Risk
flow value of a portfolio for future time periods. Such $8,000

(2 $8,000
“expected-value” forecasts suggest whether the current 7 000 67,000

portfolio is sufficient to meet an organization's stated ' '
revenue or profit objectives from new products, This $6,000 $6,000
enables planners to adjust strategy, resource invest- $5,000 $5,000
ments and front-end activities accordingly. $4,000 1) $4,000
$3,000 $3,000

(1)

Key Benefits of RiskAssessor $2,000 $2,000
Some of the many benefits that companies discover $1,000 $1,000

when using RiskAssessor include: " "

I I I I
1. Universal (company-wide) and consistent pro- x 1,000 — (2005 2008

Risk adjustment is made by multiplying forecasted

annual peak revenue by statistical probability of
NPD process; success

2. Continuous organizational learning through
data collection of experience and analysis;
A systems support tool that is flexibility in application;

Easily understood measures of project and portfolio risk, enhancing communication and directing actions;
Standardized data and metrics, readily available for benchmarking of projects, portfolios and process;

An ability to quantify critical success factors;

A robust framework for management decisions and team member actions;

ject evaluation process, contributing to any

® N o ok

Easy integration into existing new product development processes, e.g., Stage-Gate and phase review proc-
esses;

9. A strong foundation to new product planning and forecasting;

10. Sharper product concepts and definitions, earlier in the development cycle;

11. Increased consensus on project decisions and actions;

12. A living database of important metrics on all new product projects within an organization;

226-5 Solana Road, Ste 224

Ponte Vedra Beach, FL 32082
@:@ tel 904.273.5319 fax 904.285.3485
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Online RiskAssessor

Inputting data and insights is fast and easy. Team members or other respondents receive an email with instructions
to click on a link to a secure RiskAssessor input form. Once at the site, they merely state their name and enter their
responses. This usually takes between fifteen and twenty minutes. For the thirty factors in the RiskAssessor model,
respondents input a numerical rating, a numerical confidence and comments about the project as it relates to the spe-
cific factor. In addition, the online survey also gathers qualitative statements and perceptions about project issues,
magnitude, training, target markets and product definitions.

Once complsted by the re- Online Risk Assessor is Quick and Easy

spondents, RiskAssessor

compiles a comprehensive 1 2 Output Reports 3 Team reviews output
. Team members fill delivered to with Adept Group

report for delivery to each re- in Online Survey * ‘ respondents ‘ expert

spondent. This report, deliv- (20 minutes) (Adobe pdf file) (2hr teleconference)

ered as an Adobe pdf file,
provides a full run of the sta- S - - - _ _ _ _ _ _ -

tistical model plus a compila- If desired...

tion of all qualitative inputs.

This report is then used as 4 2"d Analysis report 6 Team reviews 2"
. . o Team members fill * returned to * output with Adept
input to a team review, joined in 2" survey respondents Group expert
through teleconference by an (20 minutes) (Adobe pdf file) (1hr teleconference)

Adept Group expert. Such

review meetings are designed to last approximately 2 hours. During this meeting, the Adept Group expert will facili-
tate full review of the projects. Non-disclosure agreements are signed upon initiation of the service. Onsite team
meeting facilitation is also available (see Onsite RiskAssessor Team Process)

After most reviews a second run of the model often occurs, taking into account those findings and shared learnings
gained from the first run. Here, respondents simply update their evaluation scores and the model is “run” again. The
report form the second run typically does not include qualitative comments. It too is delivered as an Adobe pdf, fol-
lowed by a one hour teleconference with the Adept Group expert.

Online RiskAssessor is an easy and fast means for managers and teams to gain a full view and understanding of
their projects risks

226-5 Solana Road, Ste 224

Ponte Vedra Beach, FL 32082
@:@ tel 904.273.5319 fax 904.285.3485
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Onsite RiskAssessor Team Process

This is a Adept Group service conducted onsite with NPD teams. Its purpose is to help cross-functional teams
achieve high performance very quickly. Because time-to-market is a key contributor for increasing the strategic im-
pact of new products, cross-functional teams must rapidly develop a shared mission and common vision of issues
and actions. This may be accomplished quickly by using the validated RiskAssessor model, in conjunction with
proven team building techniques.
. Use the validated statistical model of new product success and failure to reach a common vision
about commercialization strengths and weaknesses
e  Overcome the challenge of reaching high performance when perspectives and insights differ across
functions
e  Leverage team building principles in the context of specific project issues
. Understand all of the key factors influ-

encing the likelihood of commercial Team Building at Project Starts in NPD
success or failure

i, . Collaboration Across 5
e Address the critical shortcomings and Functions Must Emerge|

High Performance
exploit the strengths of a project

A Common Sense of Purpose 4
Toward The NPD Project .
The central event in the RiskAssessor Team Proc- Must Evolve Common Vision
ess is an onsite team meeting, lead by a trained and 3
. - . . . : Differences Must Be
experienced facilitator. Typically lasting six hours, the Conflict | terstood & Resolved
facilitator directs dialogue using the RiskAssessor re- 2 Where Possible
port so as to “peel apart” all aspects of the project and Subgroups | Subgroups Form, Often Based On
. . . Functional Orientations
drive the team through any conflict (level 3 in team 1
building). During the day a second iteration of the Membership | ional Team Members
model is conducted with new insights share in the Are Selected
meeting. The RiskAssessor Team Process, lead by a

trained facilitator, helps drive teams through
stages two through four

The output is a common understanding (level 4) of is-
sues, risks, concerns, and specific actions that are

needed. These are compiled into a written report delivered following the meeting.

If your NPD project is important, consider conducting the RiskAssessor Team Process.
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