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A SUPPLEMENT TO Apparel

: his special report represents our third annual state of PLM technology adop-
zmpm el Ttion in the apparel industry. One of the overarching themes to be gleaned
PUBLISHER from the results is that apparel retailers and footwear and soft goods firms have
Susan S. Black a continued desire to integrate PLM processes and functionality with direct
sblack@apparelmag.com materials sourcing activities.

EDITOR IN CHIEF Apparel magazine and AMR Research Inc. conducted the survey from Jan-
ﬁs%rggrn@gggearrelmag.com uary to March 2008, seeking input from executives involved in the design, man-
ASSOCIATE EDITOR ufacturing and selling of apparel and footwear merchandise. We would like to
Michael D. Cole thank the 128 companies that participated and shared their latest PLM progress.
moole@appareimag.com Half of the respondents were brands and manufacturers; 26 percent were
%ggﬁ'%fgg;r vertically integrated retailers producing and selling their own apparel brand;
rridgell@apparelmag.com and 20 percent were retailers offering branded apparel merchandise, or some
SALES MANAGER combination of the two. Companies of all sizes expressed their interest in PLM

Cindy DeBerry

Gdebemy@appareimag.com technology by participating in the study. Forty percent of survey respondents

had annual sales of over $1 billion; 30 percent had sales of $101 million to $1

ACCOUNT EXECUTIVE

Marla Wood billion; 11 percent had sales of $50 million to $100 million and 18 percent had

marlawood@apparelmag.com less than $50 million.

;ggg%c\}'\;%gee'mzc'm“ It is our goal that this report will be a beneficial benchmarking tool to you
icia Wi

pwisser@edgelimail.com and your company, whether you're only just beginning to explore PLM or are

PRODUCTION MANAGER already far down the path. As always, we welcome any comments or sugges-
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khartman@edgellmail.com

& AMR Research SPONSORS

AMR ANALYSTS & AUTHORS

Jeffrey Hojlo

Research Analyst BUSINESS MANAGEMENT
, S Y S T E M S

Janet Suleski

Senior Research Analyst www.bmsystems.com

ABOUT AMR RESEARCH INC.

[ ]
= e°°‘e
Research and Advice that Matters. AMR J CE NTRIc e c v I S I o n ®
Researc? ishthe No. 1 advisory flirm focuset{ij S 0 FT WATRE
on supply chain, enterprise applications an . .
infrastructure. Founded in 1986, AMR www.centricsoftware.com Www.ecvision.com

Research provides advisory services and peer
networking opportunities to supply chain and

technology professionals in the manufacturing 7

and retail sectors. For more information, o

e-mail: info@amrresearch.com. S IL‘ﬂE GERBER TECHNOLOGY
iﬂﬂ 3 1 ENOVIA www.gerbertechnology.com
COMMUNICATIONS WWW.SdS.COm

CHAIRMAN & CEO C

Gabriele A. Edgell L AWS@ N

PRESIDENT Www.lawson.com lectra new generation computing

Gerald C. Ryerson

VICE PRESIDENT
John M. Chiego

Ccoo

www.lectra.com www.ngcsoftware.com

Dan Ligorner . -

ﬁ Yunique SOIUt'O“S @weave
\F’%%bo{’ilélgrfangEDlA (V) qcreating and developing unique solutions
FOUNDER www.yunique.com www.zweave.com

Douglas C. Edgell 1951-1998

PLM: Achieving Value Chain Orchestration 1


mailto:sblack@apparelmag.com
mailto:jspeer@apparelmag.com
mailto:mcole@apparelmag.com
mailto:rridgell@apparelmag.com
mailto:cdeberry@apparelmag.com
mailto:marlawood@apparelmag.com
mailto:pwisser@edgellmail.com
mailto:khartman@edgellmail.com
mailto:info@amrresearch.com
http://www.bmsystems.com
http://www.centricsoftware.com
http://www.gerbertechnology.com
http://www.3ds.com
http://www.lawson.com
http://www.lectra.com
http://www.ngcsoftware.com
http://www.yunique.com
http://www.zweave.com

Apparel Research Study & Analysis
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Achieving Value
Chain Orchestration

Survey respondents indentified faster time to market, lower product costs and
improved design as the top three benefits of product lifecycle management (PLM).
And as for the biggest opportunity, functions from post-design forward need
the most help from today's PLM technology.

by Jeffrey Hojlo and Janet Suleski, AMR Research Inc.

he apparel, footwear and soft goods (AFS) market is an
Tevolving industry for product lifecycle management (PLM)
when compared to the aerospace and defense or automotive
industries, for example, but it is hardly immature when it
comes to thinking about PLM as a value chain enabler.

This year’s study of PLM technology spending by AFS
companies includes results from 128 apparel brand manu-
facturers and vertical retailers and reveals the continued desire
to integrate PLM processes and functionality with direct mate-
rials sourcing activities. By creating this integrated plat-
form, and layering on integrated global calendar management
and intelligent dashboards for exception identification and
performance management, companies plan to create a com-
prehensive architecture for new product development and
launch (NPDL) — one that will become the means for orches-
trating an ever-more-complex set of business processes rap-
idly and efficiently across a global network.

Apparel brand manufacturers and vertical retailers realize
that getting their data under control using product data man-
agement (PDM) is simply the first step in a journey. This pro-
vides a critical foundation where other critical processes will be
connected to enable effective management of fast fashion’s
multiple seasons and trends. Unlocking and sharing product
designs and specifications among designers, executive man-
agement, brand management, merchants, corporate operations
and the supply chain will lead to the desired goals of PLM.

The three primary benefits to using PLM, according to
companies participating in this year’s study, are faster time
to market, lower product costs and improved design. Com-
panies have overall satisfaction with the up-front part (design)
of the NPDL process, but events after the product design
need the most help from today’s PLM technology.
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Defining the PLM Footprint in Apparel

It is useful to re-visit the common description of the com-
ponents included in PLM applications to consolidate the
many descriptions of what is included in the functional scope.
AMR Research does not view PLM as a new business model
or process, but rather as a set of enabling functionality to sup-
port an organization’s NPDL process. Based on this approach,
AMR Research defines the scope of PLM applications for the
apparel industry as including the following:

PDM and specification management —These data-centric
processes revolve around the management of all the critical
product, material and component data needed to build a bill
of materials (BOM) and ultimately create a complete speci-
fication package for the manufacturing vendor. Specification
management includes major components such as meas-
urements and grading, construction details, CAD, or sketch
files, and may include costing details.

Line planning — Line plans define the templates for how
many items or styles will be created (including color and size
definitions) for each product category. Line plans also form
the basis for: (1) organizing products across the functional
teams that must interact with the process, (2) providing a
view of the critical financial elements for products and (3)
linking to the assortment planning process.

Collaborative product design — Many design departments
begin seasonal activities by creating themed storyboards
depicting the trends that will influence the line and indi-
vidual styles. Creating an electronic version of these typically
offline creations, typically in a CAD or illustration applica-
tion, allows designers, technical designers and trading
partners to review, place markups on and comment on images
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in a collaborative manner without jeopardizing the integrity
of the native file.

Trading partner collaboration — This functionality enables
secured access to data by outside trading partners that par-
ticipate in the development process. This could include the
shared entry of material or product data, the review and receipt
of product specifications, collaboration on requests for quota-
tion and the ability to support joint development activities.

Development process management — This encompasses
the many critical development activities and approvals that
must occur before the completion of a specification. Raw
material development and approval, lab dips, sample approval
and performance testing are just some of the elements many
companies currently track and control manually or in Excel
spreadsheets. PLM applications provide version control
and reduce risks associated with e-mailing Excel files.

Workflow, calendar and event management — Calendars
provide the major milestones and timelines associated with
the seasonal development cycle for each product category.
As companies create timelines, calendar and event manage-
ment functionality use milestones and dates to track the sta-
tus of each individual product or development activity against
the deadline, and display the status at any point in time. Work-
flow functionality overlays the individual or role ownership
for each task or event and provides a vehicle for routing alerts
and notifications that a particular event is complete or needs
oversight and action.

Direct materials sourcing — Direct materials sourcing is the
sourcing of products and services that are either components

of a product being assembled, or the product itself that is sold
to the end customer. In parallel with product development,
the sourcing team must become involved in planning based
on existing and new supplier contracts and relationships, and
materials, capacity and product availability. This includes the
strategic sourcing of products and materials, hedging and
postponement, RFQs (request for quote, etc.), negotiation
management, change management and supplier perform-
ance management.

2008 Snapshot and Evolution

Product data management continues to be en vogue; line plan-
ning and calendar management emerge as new focal points.
Getting control of data through product data management
continues to be the first order of business for most compa-
nies when launching PLM initiatives. Over half of survey
respondents began here, with 53 percent of companies indi-
cating that PDM is in the current scope of their PLM initia-
tives (see Figure 1). PDM’s role as the standard library of
materials and components shared across planning and devel-
opment teams continues to play a substantial role in improv-
ing the quality of the product created. It accomplishes this by
providing up-to-date and accurate specifications while also
lowering costs by increasing component re-use, allowing com-
panies to negotiate better rates by driving up volume purchases.
Last year, only nine percent of companies indicated that
line planning was within the current project scope; this year
fully 35 percent of companies identified line planning as
one of the early functions adopted. Line planning’s many func-
tions within PLM make it a cornerstone of increasingly sophis-

Figure 1 - PLM Starting Points & Plans

Started with M Encompassed today

11%

Line planning

Design collaboration/
CAD sharing

Direct Materials Sourcing/
Supplier Collaboration

Calendar/dashboard

PDM
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B Encompassed within 12-18 Months

M No initiative

53%
53%
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Figure 2 — Where will Direct Materials Sourcing/Supplier Collaboration Functionality Come From?

Separate Sourcing
Application

Assortment Management
Application

ERP (includes merchandise
and PO management)

PLM

ticated PLM business practices, acting as a process and cost
visibility tool. It is also the touch point between PLM and
assortment management processes within vertically integrated
companies. As retailers continue to expand their private label
development businesses and brand companies add retailing
arms, robust technology support for line planning processes
linked to assortment functions will become increasingly impor-
tant. Design collaboration and CAD sharing for virtually as
well as vertically integrated AFS companies came in third as
an area included in initial PLM technology rollouts.

Direct materials sourcing and calendar management
are the linchpins for value chain orchestration.

Once companies have done their internal housekeeping
to organize their data via PDM and link product development
activities to assortment management, supply chain data shar-
ing becomes the next frontier in the push for orchestration
processes and data across the extended value network.

Direct materials sourcing and supplier collaboration func-
tionality are in the cross-hairs for PLM initiatives over the next
12 to 18 months, with 44 percent of companies planning to
tackle these areas. The multiple seasons and rapid churn of
styles in apparel and footwear, as well as the growing con-
sumer interest in”green”products that are produced in a sus-
tainable way, make it an imperative to tightly tie PLM and
sourcing. Without connecting PLM to sourcing, apparel man-
ufacturers will not be able to quickly find the materials they
need and suppliers they want to do business with during
the initial design phase — costing valuable time to market.

As companies orchestrate global and cross-enterprise
activities, calendar management and dashboard capabili-
ties also become increasingly important. In fact, 41 percent
of AFS companies plan to roll out functionality to synchro-
nize activities and monitor and manage plan exceptions.

AFS companies have high expectations of their PLM ven-
dors to fulfill their functional requirements for direct mate-
rials sourcing, supplier collaboration, calendar management
and dashboards. More than other manufacturing industries,
AFS companies regard product development and sourcing
as a single business process that can, and should, be sup-
ported with technology from the same software provider, and
46 percent of surveyed companies currently integrate PLM

6 PLM: Achieving Value Chain Orchestration

54%

with sourcing. In 2008, 54 percent of AFS companies will look
to their PLM vendor partners first for these functions,
while 27 percent expect to get these capabilities from their
ERP providers (see Figure 2).

Global calendar management a necessity for
universal visibility.

Achieving a unified view of activities, projects, due dates
and performance is an enormous challenge for companies
with increasingly dispersed groups of employees, contrac-
tors, partners and suppliers that make up their NPDL teams.
Dashboards offer a means to manage these processes and
teams well, and achieve open and collaborative innovation
and orchestration through an effective management layer to
keep everyone on the same page and driving toward the same
performance goals.

However, just 31 percent of PLM initiatives currently
encompass dashboard and calendar management technol-
ogy, but, as stated earlier, 41 percent of companies plan to
add capabilities here over the next 12 to 18 months. One rea-
son for the emphasis companies place here is the reality that
60 percent of AFS companies manage between three and
10 product lifecycle calendars simultaneously today. And cal-
endars — many handled manually through spreadsheets
today — are frequently unsynchronized and lack mechanisms
for exception identification and management.

Global product development drives corporate IT
influence; business remains closely involved.
Participants in this year’s study indicated that corporate IT
has regained leadership momentum of PLM projects, with 37
percent naming this group as leading initiatives versus 25 per-
cent last year (see Figure 3). Product development and design
organizations continue to lead approximately 20 percent of
projects, although AFS companies stated that better design is
not a primary driver behind implementing PLM software.
Notably, companies pulled back on assigning business
unit and production managers to lead PLM projects. Why?
As the complexity of global product development grows, the
matrix of processes, people and technology required to man-
age PLM initiatives has become correspondingly complex,
making it difficult for any single business unit executive to
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Figure 3 — Who is in Charge of PLM Effort?
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manage the scope. A centralized IT group responsible for IT
governance and experienced in the oversight of enterprise
projects is viewed as better suited to overseeing implemen-
tation of global NPDL technology. They are also the logical
group to coordinate business process change with line-of-
business managers across functional silos.

Spending plans indicative of a rapidly
maturing market.

Companies positioning for growth have clearly identified
PLM as a key business platform for long-term success to speed
time-to-market while supporting cost visibility and manage-
ment. Many of these companies are brand companies with
small but growing retail divisions, or mid-sized retailers that
have embraced private label activities. Among the largest com-
panies, spending on PLM has become essential to creating and
maintaining business flexibility and responsiveness — partic-
ularly as globalization of brand manufacturing continues, more
retailers look abroad for growth opportunities and nimble mid-
sized companies make their name in the AFS market.

Investment in PLM technologies continues to grow among
AFS companies as early forays are expanded and additional
functions such as sourcing, collaboration and calendar man-
agement are added to the product development architecture.
Across all survey participants, the most common investment
level is less than $100,000, but this was largely driven by
the reported investment levels to date among companies with
$100 million or less in annual revenue (see Figure 4).
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The level of technology investment reflects the size of
organization. Among companies with $100 million to $1 bil-
lion in annual revenue, most have invested $100,000 to
$500,000, and fully one-third have invested more than $1
million. Among companies with greater than $1 billion in
annual revenues, the number investing greater than $1
million in PLM technology is growing rapidly.

Planned investment is also aggressive, with 61 percent of
respondents planning to spend $100,000 or more on top of
the capital already invested (see Figure 5). Mid-sized AFS
companies with annual revenues of $101 million to $500 mil-
lion are among the most aggressive, with 33 percent plan-
ning to invest more than $1 million more to build out a
complete PLM platform.

Small- and medium-sized businesses (SMBs) also plan
to increase their spending on PLM technology this year. SMBs,
just like large companies, see product development as a crit-
ical business initiative — a value chain enabler — to support
the future growth and resiliency of their companies.

In fact, in AMR Research’s recently published cross-industry
PLM spending report, over 60 percent of SMB respondents
($50 million to $250 million in revenues) said that they will
increase spending on PLM solutions in 2008 by approximately
12 percent. So it is consistent with the overall market trend
to see a planned spend increase among SMB respondents to
the Apparel magazine survey. That said, logic says smaller
companies will tighten their budgets and reduce spending
in this uncertain economy. While that may be the case, the
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Figure 4 — PLM Investment to Date
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trend to increasing spending and viewing PLM as a strate-
gic investment is irrefutable.

As planned spending on PLM increases, companies have
become more realistic about the timeframe to achieve return
on investment (ROI) from PLM initiatives. In last year’s study,
58 percent of participants expected a full ROI to be achieved
in a year or less. That number dropped sharply to 36 per-
cent this year, with many more companies predicting achiev-
ing ROI between one and two years after the initial investment
(see Figure 6).

Even more indicative of the rapid maturing of the PLM
market: Nearly one quarter of companies don't plan for an
ROI for two or more years. Building an effective global prod-
uct development platform has taken its place among other
enterprise systems as a long-term business investment designed
to strengthen the long-term performance of the company.

Homegrown systems make a comeback.

Commercial off-the-shelf (COTS) packaged PLM appli-
cations have arrived for the AFS market, but home-grown
systems remain a popular alternative. In our 2006 study,
just 50 percent of respondents planned to or were already
using COTS software in their PLM projects, and in 2007
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this number jumped to 85 percent. This year, 24 percent of
companies plan to build custom applications to support their
PLM processes, up from 10 percent in 2007. Encompassed in
this number are AFS companies that turn to third party serv-
ices, including offshore firms, to build targeted applications
to address their specific needs. As the economy continues
to send mixed signals, outsourced solutions, including hosted
and software-as-a-service (SaaS) models of deployment, may
become more attractive to companies looking to avoid
large up-front expenditures required by traditional behind-
the-firewall deployments.

For implementation services, nearly half of survey partic-
ipants used or plan to use in-house resources to conduct their
PLM projects, and 31 percent have relied or will rely on soft-
ware vendor partner resources. This marks a significant
shift from last year, when 60 percent of AFS companies
used or planned to use software vendor partner resources
to manage the implementation and 28 percent used or planned
to use in-house resources.

With the shift of project leadership into the overall IT gov-
ernance and project management structure, companies are
more confident in their ability to successfully manage PLM
projects. For those companies that have completed one or
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Figure 5 — Additional PLM Investments
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more phases of PLM rollouts, familiarity with the applica-
tions being implemented and comfort with the procedures
and teams assembled for earlier phases lead companies to
take control of ongoing functional rollouts where the soft-
ware vendor may have led before. And, some AFS compa-
nies have not found the combination of functionality and
domain expertise required to support their PLM initiatives
and have instead chosen to build, deploy and service their
PLM solution entirely in-house.

As the economy improves and COTS PLM application
providers continue to ramp up apparel functionality along
with enriching sourcing, calendar management and dash-
board features, apparel manufacturers will increasingly look
to software partners for support. But in the short term, home-
grown internal and custom outsourced development will
remain viable alternatives for AFS companies to consider.

Tight integration with demand signals for
demand-driven retailing.

Integration between product and demand is not as tight
as it needs to be — and with ever-changing and unpredictable
consumer tastes, in no other industry is this integration more
important than in the AFS. Itis vitally important to incorpo-
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rate issue tracking and demand sensing into the front-end
of product development. When there is a quality or perform-
ance issue with an existing product, that product can be repro-
duced to a company’s liking; and when a product is not selling,
either generally or in a specific geography, that product or
product line can be either discontinued or tweaked.

Too often, what ends up happening is different groups
own the innovation processes, and they don’t communicate.
Marketing and brand management own idea management;
design owns design and data management; and sales and
operations own demand management. These silos of infor-
mation are a deterrent to product innovation. Substantial
value currently locked away can be accessed by connecting
these silos, so brand management and marketing can sense
demand, garner new product ideas and see when a product
is ready for market, and design and manufacturing can see
the pipeline of new products and ramp up accordingly.

Ultimate demand signal connectivity for AFS compa-
nies reaches down to the point of sale. AMR Research defines
demand-driven retailing (DDR) as a system of technolo-
gies and processes that captures consumer behavior at each
point of interaction. It facilitates real-time, profitable response
across a network of suppliers and employees to fulfill cus-
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Figure 6 - When Expect a Positive ROI?
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tomer expectations and shape future demand. When brand
companies sell product to retailers and retailers move up the
supply chain to become wholesalers, DDR and the DDSN
(Demand-Driven Supply Network) meet at the point of col-
laboration with the ultimate demand signal, POS data, being
shared up and down the entire value chain.

At the NRF show in New York City earlier this year,
many of the apparel company speakers referenced the
need to understand customer needs and respond to demand
more quickly. One manufacturer spoke of this as “empathiz-
ing with the customer,” or put another way, getting to know
your customer so well that a retailer or brand company can
predict what they likely will buy.

Another apparel manufacturer said that retailers are
“moments away from commodity hell,”and that product
design needs to be democratized across sourcing, produc-
tion, manufacturing and even the end consumer so that
the voice of customer is heard. This doesn’t mean simply
reacting to customer needs, but rather sharing designs and
concepts to ultimately get to the point where apparel
manufacturers and retailers can anticipate needs and pref-
erences. Integration with the demand signal at the store level
would enable brand owners and vertical manufacturers to
essentially build a profile of the customer over time that could
be leveraged during the design process across the multiple
seasons of apparel. Whereas sourcing and calendaring are
the current focus, linking to the demand signal in this
fashion is the next step.

Recent studies by AMR Research on trends in the PLM
market have shown an increased interest in Customer Needs
Management (CNM), the most immature of segments of the
PLM footprint (the other PLM segments are: PDM, collab-
orative design, direct materials sourcing and product portfo-
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lio management). In the past year, there was 22 percent growth
in CNM market size, and a planned increase in spending
among business and IT management.

But PLM and its sub-processes such as CNM alone will
not enable the strong demand sensing necessary to respond
quickly to customer needs and demand. Without integrating
other enterprise systems such as CRM, ERP and Supply Chain
Management (SCM) into the NPDL process, PLM cannot be
a fully effective decision support platform. To get to richer
decision support for new ideas, PLM must be integrated with
sourcing to determine materials costs and supplier availabil-
ity to develop the product, with sales and operations plan-
ning (S&OP) to align sales forecasts and demand, and with
manufacturing to determine capacity and processes required
to build the product.

Open innovation is also the reason why there is increased
interest in design collaboration and CAD sharing, accord-
ing to this year’s survey. To truly have an open dialog with
external NPDL constituents during product development,
whether they are employees in a captive development cen-
ter or partners, suppliers and customers, the ability to share
CAD designs is critically important. One interesting finding
is that most AFS companies keep their color management
process separate and have no current plans to integrate their
color management process with their PLM system (see
Figure 7). We expect this to change over the next 12 to 18
months in that once retailers address other integration pri-
orities (calendars, line planning and sourcing), they will
recognize the benefits of integrating color management with
the rest of the NPDL process.

The bottom line: PLM continues to grow and
mature in apparel.

In a fast-moving market such as AFS, the full power of
PLM must be brought forth to respond quickly and efficiently
to market trends and customer needs — not simply prod-
uct data management and collaborative design, but portfo-
lio management (line planning), direct materials sourcing
and customer needs management.

Globally located designers, procurement, suppliers and
partners must be working off a single version of the truth
as easily as if they worked in the same office. To achieve
this, product data must be integrated with direct materials
sourcing, multiple calendars across the globe must be linked
together, and market and customer demand signals need
to be tied to the front end of innovation. In short, integrat-
ing PLM (design, data management, collaborative product
design, customer needs management and line planning)
closely with the store (to understand the voice of the cus-
tomer) and the shop floor (to streamline manufacturing
processes) will enable brand and apparel companies to
truly be able to respond quickly to demand.
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Apparel Research Study & Analysis

Figure 7 - PLM System Integration

Don’t need or want integration

Calendar/Event Management

ERP

Procurement

Color Management

Sourcing

There are two parts to this: technology and people. Tech-
nology offerings from PLM vendors are slowly maturing, as
evidenced by the increase in home-grown applications from
2007, but looking at the product and business development
activity among these vendors that has already taken place in
2008, we believe in the next 12 months this maturation will
accelerate. The people aspect will be more of a challenge
for PLM vendors to address as many of them do not come
from an AFS background. But concerns about this too will
alleviate as tighter partnerships with AFS systems integra-
tors increase, and these vendors continue to hire retail experts
to augment their offerings.

Last year’s survey revealed plans to get business line man-
agement more involved, a need to integrate design with sourc-
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ing, and interest in technology and services from one ven-

dor. These trends continue, however have been modified

slightly:

e [T is now more involved in managing global product devel-
opment;

e Line planning and calendar integration has joined the list
of must-haves; and

e Interest in home-grown solutions has increased.

The bottom line is the need and opportunity for PLM
in AFS continues to grow. And brand owners and vertical
retailers will continue to strive toward achieving value chain
orchestration with or without packaged PLM solutions. The
multiple seasons of retail and fickle trends of consumers
demands this. m
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