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Expansion from within 7/

Rather than buying smaller competitors, Planar Systems finds success with internal startups

By JEFFREY KOSSEFF
THE OREGONIAN

rick Petersen left his comfortable

business development job  at

Planar Systems for a riskier ven-

ture: running a startup that

makes flat-panel computer monitors

and competes with industry giants such
as Dell and Hewlett-Packard.

Petersen, like many others during

boom times, took a leap from safety. But

his ledp had a safety net: Petersen led the

startup within Beaverton-based Planar.

The company gave him a staff, startup
money and administrative support such
as human-resources services. But the
business unit was housed in a building
across a parking lot and operated rela-
tively independently from Planar’s top
management.

Petersen’s division is- the most suc-

" cessful of Planar Chief Executive Balaji

Krishnamurthy's internal startups, which
the company calls “quantum programs.”

Krishnamurthy, like most chief execu-
tives, is'always looking to expand his
publicly traded company. Rather than
focusing on acquiring smaller competi-
tors — a strategy that has produced
mixed results for other companies in re-
cent years’ — Krishnamurthy has
promoted growth by attempting to

create smaller companies within Pla-,

nar's corporate shell.

Nearly three yedrs after its inception,’

Please see PLANAR, Page D3

PLANAR SYSTEMS =

Headquarters: Beaverton “Z
Total employees: 500
Revenues: $62.9 million in the quarter that -
ended June 27

Business: Develops flat" -panel display tech—
nology for a variety of medical and industrial
uses. Its commercial business unit, which be-
gan as an internal startup, makes flat-panel
computer monitors.

Planar: Internal startup becomes flat-panel player

Continued from Page D1

Petersen’s unit has proven suc-
cessful. The startup — known as
Planar’s commercial business unit
— is now larger than the com-
pany’s other two divisions. Reve-
nues from the division for the first
time surpassed those from Planar’s
core medical and industrial units
in the quarter ended June 27,

According to an industry re-
search firm, iSuppli/Stanford Re-
sources, Planar ranks 12th in North
American market share for the rap-
idly growing flat-panel monitor
market, an industry it had never
considered entering until a few
years ago.

“We've gone from being no one
to clearly being on the list of play-
ers,” Petersen said.

Planar has beaten the odds us-
ing a business model that has
proven tough for many other com-
panies

“Internal ventures are generally
difficult to do,"” said Charles Weber,
assistant professor of engineering
and technology management at
Portland State University. “You
need an incentive structure that is
special. You have to make sure
your large company culture
doesn't take over the small ven-
ture.”

Risky job offer

Krishnamurthy approached Pe-
tersen with the job offer at a com-
pany retreat one night in May 2001
at the Salishan Lodge & Golf Resort
on the Oregon coast.

At the time, the flat-panel moni-
tor business was young and not a
large revenue producer. They dis-
cussed it over beers for an hour.

Petersen was intrigued, but he
knew the rules: He'd have to leave
a fairly secure post, and if the start-
up failed, he could be out of a job.

Still, the thought of running his
own business was tempting, “And
he needed an answer by the next
morning,” Petersen said.

The answer was yes.

With the resources provided by

Planar — in-
cluding vast
amounts of
research and
relationships
with suppliers
— Petersen
and his 15-
person staff
set about
building a Pla-
nar line of
commercial
monitors. They did it on a tight
budget.

Rather than setting up its own
manufacturing operations, Planar
contracts out production to off-
shore operators. Planar’s Beaver-
ton staff-directs product develop-
ment and marketing.

Planar’s engineers are well-
skilled in the technology, said Da-
vid Mentley, senior vice president
at iSuppli/Stanford Resources.
“They have an incredibly deep un-
derstanding of displays,” he said.

The bigger challenge for flat-
panel manufacturers is to build a
quality reputation, he said.

“The worst thing that could hap-
pen is the brand gets cheapened,
and it becomes known as a dis-
count brand,” Mentley said

Planar needed to build a con-
sumer brand from scratch.

Planar has long produced flat-
panel displays for industrial and
medical equipment, but it's been
fairly anonymous in the highly
competitive consumer electronics
market. Although Krishnamurthy
provided startup funds, Planar was
in no position to launch a massive
nationwide branding campaign.

So Planar offered its commercial
monitors on e-commerce sites
such as PCMall.com and via larger
resellers such as Dell, whose own
flat-panel monitors are the most
popular in North America, ‘accord-
ing to iSuppli. Dell sells competing
brands on its Web site, and that
has been a valuable aid for Planar.

About six Planar account man-

KRISHNAMURTHY
Chief executive
of Planar Systems

agers work with resellers such as

Dell to make sure their products
‘are optimally marketed.

To set itself apart from the com-
petitors, Planar has worked with its
suppliers and contractors to en-
sure that it is among the first com-
panies to release larger and higher-
quality lines of monitors. The com-
pany offers three-year warranties
and lenient defect-return policies.
It also promises replacement mon-
itors within two days.

“Tt's been focused around creat-
ing a brand around responsive-
ness,” Petersen said.

The. strategy worked, as was
seen in Planar’s most recent quar-
terly results, Of the company’s
$62.9 million in sales for the quar-
ter, $25.5 million came from the
commercial business unit, a 55
percent increase from a year
earlier, Much of that growth came
from the booming flat-panel mar-
ket, as consumers and businesses
replaced their bulky computer
monitors with sleek flat panels.

Quantum success

Krishnamurthy sees the com-
mercial unit’s success as a testa-
ment to his quantum programs.
The model, he said, flies in the face
of traditional startup theories.

“Throughout the ’90s, we got
into some notion that entrepre-
neurship had to happen outside of
corporate America,” Krishnamur-
thy said.

Since Krishnamurthy, became
chief executive in 1999, Planar has
examined 100 'concepts and pur-
sued about 20. It spent significant
money on 10 of them and brought
four to the stage where they pro-
duced revenue for the company.
(Three were folded together to
form Petersen’s commercial unit.)

To avoid skepticism from inves-

tors and other outsiders, Krishna- .

murthy always said the internal
ventures would function as any
other startup: If they didn’t meet fi-
nancial performance goals, they
would shut down.

“We would constantly say we're
not afraid of getting in, and we're
notafraid of getting out,” he said.

Indeed, Planar has gotten out.
Last year it eliminated a 20-
employee photonics startup,
which served the sinking telecom-
munications industry.

But Planar’s startups are given
opportunities to succeed, Krishna-
murthy said, partly because the
corporation provides the back-end
support such as human resources

and telecommunications, leaving .

the managers to concentrate on
growing their businesses.

Culture rubbing off

Planar’s commercial unit now
resides in Planar's main building,
and the startup culture has rubbed
off throughout the company. For
example, the commercial unit, he
said, responds to sales inquiries in
minutes.

“Speed and agility is a cultural
concept that remains the differen-
tiator,” Krishnamurthy said. “It is
not easy for a company to become
fast.”

Planar has begun to sell its med-
ical products through the commer-
cial unit’s resellers.

Gerry Langeler, a Portland ven-

_ture capitalist with OVP Venture

Partners, said other publicly traded
companies have attempted such
business models, with varying de-
grees of success.

“It's a very effective way to tap
the creativity of your organization,”
Langeler said. “You're saying
‘We'll carve out a piece of the cor-
porate resource to help you get
going, "

But there are drawbacks com-

pared with venture-backed com-
panies, he said. Although compa-
nies try to set up autonomous
internal business units, they're
bound to have ground rules.
“What if they really came up
with something that would end up
competing with something of the
parent? Does the parent say, ‘OK'?"
Langeler said. “Can they hire the
parent’s best salesperson?”.

Also, mdepenﬁe%t_ aﬁtﬁps often
have a clear goal: succeeding and
getting rich once the stock be-
comes publicly traded. But with di-
visions of companies that are al-
ready publicly traded, the motiva-
tion might not be present.

“The gold ring is not going by,”
Langeler said.

Krishnamurthy said the com-
pany is always examining its com-
pensation, and it has set up certain
stock and bonus programs contin-
gent on the unit’s performance.

He warned that his quantum
programs are not for everyone.

“If you're worried about stability
of tenure, this isn't the place,” he
said, “You need the mind-set of an
entrepreneur, but I can provide
you with the environment of a cor-
poration.”

*

Jeffrey Kosseff: 503-294-7605;
Jeffkosseff@news.oregonian.com




<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJDFFile false

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /Description <<

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /DAN <>

    /DEU <>

    /ESP <>

    /FRA <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /PTB <>

    /SUO <>

    /SVE <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



