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Preface to the Chinese Edition

We are pleased to see the Chinese edition of our book appear because we believe there
is a great need for it in China today.

A few years ago, most Chinese manufacturers made products from designs created in
Europe or North America, what is called OEM (original equipment manufacture) products
in China. These products compete in world markets based on low manufacturing wages in
China. But this is changing. Chinese manufacturing wages are rising rapidly, and Chinese
manufacturers wish to move “up the food chain” to design the products made in their
factories and earn more of the profits. Now foreign customers provide the Chinese company
with only rough or detailed descriptions of the desired product, and the Chinese
manufacturer does the rest, what is called ODM (original design manufacturing). Some
Chinese companies are even moving into OBM (original brand manufacture), in which they
also determine what products the market wants and design it from there under their own
brand name. In this way, they enjoy more of the profit.

The path from OEM products to OBM products requires a company to meet new
challenges. A manager in an OBM is only rewarded with superior financial returns when he
or she makes superior choices. This manager must choose the correct customer, the correct
features, the correct technologies, the correct product architecture, the correct development
process, and the correct organizational structure. Fortunately, the path to OBM is one that
has been traveled before. Companies around the world have learned hard lessons about how
to do this well. As each company perfects its skills at doing this, it creates unique solutions
that fit its culture and its markets. It is likely that Chinese industry will develop its own
practices building on the lessons of other countries. This book is intended to provide a view
into how some of the most successful companies in the world approach the challenge of
developing profitable products quickly. It exposes methods that have been successful for
many years in many different environments.

We would like you to view this book as a kit of tools, such as the ones you might use to
repair a car. Each chapter is a drawer full of a certain kind of tools, one drawer of

screwdrivers, one drawer of hammers, and one of spanners (wrenches) .Sometimes you need
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a screwdriver, sometimes a hammer, and sometimes a spanner; a spanner will not help when
you need a screwdriver. Consequently, read about all of the tools in the book so that you
know which one will fit each application you encounter, but do not expect to use them all on
every job.

Although each chapter can be important under the proper circumstances, four stand out
as critical in any case. Chapter 2 (economic analysis) is critical because it provides the
underlying economic framework that is needed to make good decisions. The most important
decisions in product development must face the test of quantification. Chapters 7 and 8
(effective product development teams) addresses perhaps the biggest opportunity we have
seen in Chinese product development: creating a development team empowered to make its
own decisions and thus eliminate much of the organizational decision-making delay external
to the team. Chapter 15 (implementation guidance) is critical because none of the other
chapters will have any value until you can choose some of the tools and begin using them;
Chapter 15 provides you with a way to get started.

The methods described in this book are not static; they are continually being refined by
practitioners throughout the world. As the Chinese economy shifts away from competing
only on the basis of low labor costs, the methods in this book will become increasingly
important. It is important to begin studying and practicing these methods before they
become necessary, because it takes time and experience to make them work well. After you
master these methods you can progress beyond them. Each chapter provides references in
English to more advanced or specialized material to help you expand your knowledge. For
the latest material in English, look on the internet at www.roundtable.com, www.pdma.org,
www.NewProductDynamics.com, and www.ReinertsenAssociates.com.

We enjoy hearing how our readers have applied these tools, and we try to help them
with any difficuities they are encountering or lead them to other sources of information.
Please contact us if we might be able to help you apply these tools more effectively.

Preston G. Smith, preston@NewProductDynamics.com
Donald G. Reinertsen, DonReinertsen@compuserve.com
2004 November 2
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3493 NW Thurman Street
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