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[image: image1.emf]Expanding Your Customer Research Toolbox: Customer Advisory Boards

A recent meeting of the Product Masters Collaborative was dedicated to the theme of “Focusing on the Customer” as a guiding principle behind planning products that sell -- instead of building technology that flops. 

Member presentations were heard on developing a customer visitation program for executives, revamping user groups to be more valuable as a guide to understanding what customers value, organizing and documenting requirements and the use of customer advisory boards as a practice to guide product strategy. 

Because Customer Advisory Boards are among the most valuable yet least used customer intimacy methodologies in the software company’s toolbox, we will focus this month on exploring this practice.

Factoids

Here are some factoids concerning customer advisory boards from our report Planning Products That Sell 
· Only 14 % of software companies use Customer Advisory Boards often or always as part of their product planning/strategy approach.
· Companies with higher rates of product success and schedule compliance (getting projects completed on time) are more likely to use Customer Advisory Boards.
· Among a set of 24 product planning and product definition practices the increased use of Customer Advisory Boards was found to be a leading differentiator between more and less successful product development organizations.

Overview

In a recent press release KnowledgeSoft a vendor of workforce performance software spoke of the value of it’s customer advisory board: “The Customer Advisory Board's honest discussions, praise and criticisms have helped us immeasurably to broaden our view, deepening our understanding of ourselves and our customers. It enables KnowledgeSoft to continue to mature as a company.”

Customer advisory boards are used to establish a sustained dialogue between the vendor and a select, respected set of customers. These customers provide reaction to specific product ideas, impetus for new strategic directions, and an opportunity for the vendor to become thoroughly familiar with the implementation and purchasing drivers of key customers. 

 The continuity which results from regular communication, allows product vision discussions to get quickly to the heart of key issues. The result is an improved ability to interpret the counsel of key customers because the long standing relationship allows you to understand their business and how they approach issues. In addition, an advisory board can be consulted between meetings to discuss new ideas or issues. 

In turn, Board members find that participation adds value to them and their organizations by affording the opportunity to expand business relationships, to learn best practices of other member organizations, to get their ideas heard by their vendor and to deepen their understanding of their industry. 

Types of Advisory Boards

Three types of Customer Advisory Boards tend to be found in use at software companies. The first is associated with overall corporate strategy, the second with product planning and project selection and the third with detailed planning and evaluation of new product/version plans. They differ in terms of size, makeup, frequency of meetings and of course objectives. Variations of these types can be found which deal with specific market or geographic segmentation of customers such as a telecommunications advisory board or a German market advisory board.

Many companies employ more than one type. While we see no reason why all three types of boards couldn’t coexist we are not familiar with any software companies using all three approaches.

Corporate Strategy Boards 

Corporate Strategy Boards are populated with executives from customers who represent markets in which you have future interest. They are usually current customers though not necessarily.  Members need to be of a high enough level to allow exploration of a broad set of topics and need to possess a degree of future vision that makes the conversation valuable to the vendor – and to other members of the board. 

Dialogue on corporate strategy boards is about vision and future value and is often not restricted to product issues alone. Typically software vendor top executives participate directly in these groups to explore issues such as:
· Where should we be heading to better serve your needs?
· How do you view the competitive landscape of in our industry?
· How do you see the industry changing in the next few years and what will drive those changes?
· What are the attributes of a future successful vendor in this market space?
· How can we improve the return on your investment in our products and services and the ease of doing business with us?
· What future product offerings would be valuable to you and how would it improve our competitive position?
Product Planning Boards 

Product Planning Boards are usually made up entirely of current customers who represent a broad view of needs for the next set of releases of current products. Members are managers or lead implementers who hold a lot of specific knowledge about how your products are used and where the real user opportunities lie. Discussions in these types of boards is led by product management and R&D managers and centers around:
· Where is our product under performing for you? 
· How exactly do you use our product? How might that change in the future?
· What are your requirements and how do they compare and contrast with other members of the board?
· How would you rate various packages of enhancements?
· How would you apportion our R&D budget between new products/modules; current product extensions and enhancements; platforms and porting; maintenance/bug fixing? 
· What is the competition saying about us? How do they position us? Do you agree?
· Here is a sneak preview of the next version – beat us up early to help us improve it.

Launch Success Boards 

Launch Success Boards have been used successfully by many software companies to continuously incorporate an in depth voice of the customer into the process of specifying and evaluating an upcoming release of a new product or version. Members of such a board are typically advanced users of the product who are knowledgeable about usage patterns and needs at their site. While planning and strategy type boards will meet between one and four times per year for 1-2 days, time commitments for launch success boards is often much greater. 

One Midwest software vendor brought five diverse customers unto such a board and asked for commitment of one fourth of their time for a year to improve the content, quality and market impact of a major re-architecture of its product line. Board members spent one week a month at the vendor site to communicate requirements and to describe usage scenarios to requirements engineers, designers and lead developers. As early prototypes became available they logged hours operating them and provided feedback and guidance. These board members eventually formed the core of the beta testing programs for later versions and served as early reference sites for marketing and public relations campaigns. 

Much of the work of launch success boards is done one on one with development personnel however early sessions are held with the entire “cross customer” group together learning from one another and jointly setting priorities.

The following issues dominate the discussions of these types of boards:

· How should this feature work—exactly?
· What resources and a current tools are available to users of this feature? How do they do it today?
· How should we handle tradeoffs between x,y and z.

Tips and Practices for Getting the Most from Customer Advisory Boards 
The following are some tips for getting the most from customer advisory boards: 

· Customers Want You to Succeed - Most companies enacting advisory boards are concerned that customers will be unwilling to participate on the board without being paid. In fact, most companies find that customers are honored to be asked, derive personal and corporate benefit from their participation and willingly cover travel costs and time. 
· Honoraria - A few companies offer modest honoraria to board members. Most pick up the tab on meals, a few cover accommodations. One Florida software company offers purchase discounts to member companies during their term on the board. 
· Venue – While the extended involvement of launch success boards requires the board to meet at the office, most advisory boards are held in attractive venues that allow you to express the importance of member’s input and to allow for some time to discuss issues informally.
· Executive Access – If your executive team is not planning to participate directly in the board be sure to provide access of board members to your executive team as a minimum at a dinner meeting. Better yet convince executives to participate in board meetings. Both the vendor and the board member benefit from this interaction.
· Membership - Be selective and thoughtful in inviting members. The value you receive is directly proportional to your preparation and the quality of participants on the board. Avoid the tendency to fill the board with your largest customers or even the most supportive. Instead invest considerable thought into building a cross section of opinion on key issues. Make sure your board includes a blend of visionaries and pragmatists. Some companies establish advisory boards that deal with specific market segments to gain an understanding of the forces at work in that segment. Establish terms so that a selection error can be dealt with gracefully.
· Set Expectations – As in all things you are better off establishing some clear ground rules—not only on the nuts and bolts issues like frequency, length, depth and content of meetings but also concerning the binding quality of discussions. While some companies use boards to establish priorities most organizations make it clear that they will make decisions after considering the variety of input received from this board and other customer research methods.
· Get Outside Help – Many companies have found that the use of a neutral yet knowledgeable facilitator can help to manage the agenda, establish a process for extracting nuggets of info and to increase the value of the information flow. Facilitators often can provide effective unbiased summaries of meetings which reveal customer attitudes in ways not obvious to the vendors participants. Realize that outside help can assist in preparing for the meeting, organizing the agenda and even recruiting members.
· Preparation – Facilitator or not, don’t under estimate the amount of prep time necessary. If you will have presentations from individuals (members or vendor staff) who do not normally talk in front of groups rehearsals are valuable.
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