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Building Maturity into Your Product Development System

A four part article dealing with issues related to improving your product development game plan.

By Joseph Kormos, 

Principal, Innovative Development Associates
Director, The Product-MASTERS Collaborative
I. Fundamentals of Product Development Systems

The CEO of a medium sized company was frustrated. “We need help.” “Why” I asked? “We’re building only adequate 2002 products… and… they won’t be available until late in 2003!”

After exploring the issues in greater depth we found that:

· No development project is ever done the same. It’s a new experience every time.

· The mistakes from the last project are characteristically repeated on the next.

· Schedules are dictated from above.

· No proactive customer interaction takes place to explore needs and values.

· Developers have never visited a customer site.

· The hot project begun two months ago was placed on the backburner while resources were diverted to an even better opportunity. 

· Product development professionals split time between numerous projects… some projects having been on the books for years.

· There are no guiding principals that bind one project to the next and define what to do next? As a result developers don’t understand where projects come from and feel disenfranchised. As a result they often work on pet projects of their own.

The System is Key 
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Most companies understand that if they don’t consistently offer better products they can’t compete. Where most miss the boat is in understanding that if they don’t have a better product development system they won’t consistently have better products. 

A recent Survey on Product Planning Practices in the Software Industry indicates that 66% of the respondent companies are planning to increase their rate of product and version releases over the next three years. Overall they will increase new product releases 72% and upgrade/version releases by 40%. However, only 32% are expecting to increase their rate of R&D spending. Clearly companies are looking for more-- for less when it comes to product development. 

Building a Stream of Product Successes

Building a continuous flow of successful products and dot releases doesn’t just happen. In fact it rarely happens. The same survey showed that despite spending a median 22% on R&D, companies surveyed reported that 30% of new products are flops, about 40% of potential profits are wasted on product failures and cancellations, and the average schedule overrun for development projects was 54%.
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No Silver Bullet

The Product Planning Practices Survey found clear differences between the product development success of companies. Companies which scored highest in the application of a set of good practices - a “Product Development Practices Index”- also demonstrated greater success in delivering successful products. The highest ranking companies in the index delivered:

· greater improvements in quality, customer satisfaction, time to market, and meeting customer expectations in the last year.

· better project schedule compliance: 33% vs. 66%

· less waste of R&D effort on cancellations and product failures: 9% vs 16%

· more products released per year: 3.3 vs. 1.9

· higher product success rates and lower product failure rates.

More importantly, we found that no individual practice or factor was as good an indicator of product success as the overall index. In short there are not one or two magic actions that companies can take to improve product development success. It requires a broad system. 

II. Building Blocks of an Integrated Product Development System

Just as your sales team needs a coordinated approach to account development, a common vernacular for defining the status of leads and a clear vision of the target so does your product development team. 

An integrated product development system is above all a business system. A system which moves beyond the black art of the development organization and organically meshes business plans, issues and strategy with technology. It is as much about management, marketing, strategy, communications, tools and human resources as it is technology and technical issues. It’s goals are:

· Getting more product ideas proposed and considered

· Making product decisions faster - killing losers early and keeping them dead and consistently promoting winners 

· Allocating resources on highest priorities programs with fewer changes in direction

· Basing product definitions on insight into underlying values that control customer reactions - not interesting technology or what we wish they wanted..

· Increasing teamwork, focus and consensus through definition of roles and a picture of where we’re going.

There are six key building blocks of a successful product development system:

1. A Product Vision

2. A Process

3. Customer Focus 

4. A People Plan

5. Metrics 

6. Continuous Improvement

Product Vision

If product decisions are to be made more rapidly and in a unified context developers, marketing and customer support and top management all need a common picture of where the company wants to go with their products.  A Product Vision is a written document that links the product development agenda to the Corporate Mission and strategy. It deals in both strategic and tactical terms. 

The vision guides the organization in what to work on next, and defines what opportunities are in-bounds and out of bounds. It focuses effort for identifying product opportunities, provides direction to technology exploration and sets expectations for employees, customers, prospects and investors. 

As with most direction setting efforts the product vision needs regular updating and it’s greatest value is in the collaborative effort to build the vision as opposed to the final product itself.

Process

The vision defines where we’re going and why. The process organizes how we will get there. 

If you feel less than satisfied with your current product development process - you’re not alone. Respondents to the Product Planning Survey were least satisfied with this aspect of their product development capabilities.

The Product Development Process describes the normal means by which a company converts ideas into new products, product lines, complementary modules and version releases. It maps out the basic phases involved in developing a product, the detailed steps to be undertaken in each phase, the deliverables needed at each phase of development, the criteria for promoting a project a project to the next phase and the decision makers responsible for carrying out quick crisp decisions on projects. 

It’s basic job is to provide a structured approach for managing risk. As such it should also reduce surprises and rework, deliver a common vernacular for discussing opportunities and status, focus management attention at the appropriate times and keep a continual flow of projects which fulfill the product vision moving to the marketplace.

Customer Focus

Survey respondents rated early understanding of customer needs as the number one factor important to product success. Unfortunately too many companies make little or no commitment to building this knowledge bank. 

For many, third hand squeaky-wheel conversations with the salesperson who just lost an order, combined with a quick perusal of the enhancement requests in the customer support database, constitutes their approach to capturing the Voice of the Customer.

Building customer inspiration into a  product development system starts with a commitment to up-front customer contact and discussion that includes people from the development function. Good product development companies monitor this investment as a percent of overall effort. 

The customer intimacy agenda should incorporate  a  balanced suite of pro-active and reactive customer research and product definition tools such as customer visits, lead user analysis and Quality Function Deployment which are applied consistently based on the where the product exists in its overall lifecycle. Customer insight should be archived for future use.

People and Organizations

Walk the halls in a technology company and you’ll hear:

“Our product managers are too technical.” 

 “Our product managers aren’t technical enough.”  

“I’ve never seen a company with so many marketing people compared to developers. It’s way more than the last company I worked for. What do they do anyway?” 

“Why is Fred involved with every key product development activity in this company?”

Once a well documented process, a foresighted product vision, and well-structured customer insight are available you now have shot at dealing with the endless array of people issues associated with product development. 

Important steps in tackling this part of the problem are:

· a critical skills audit 

· an evaluation of  how many projects are assigned to each developer and product planning person. 

Insights from these efforts can help to lead to changes in staffing ratios, adjustments to recruiting priorities and focus training and skill building efforts.  Yes, this takes time.

Metrics and Continuous Improvement

How do you know if your product development system is functioning effectively? 

The Product Planning Survey indicated that fewer than 60% of technology companies track the results of their products against definite business expectations. Likewise only 38% of respondents set targets for percentage of revenue to be achieved from new products. (i.e. Products on the market for less than a particular period of time-usually three to five years). Only 20 percent capture lessons learned after the completion of a project. Yet, companies that use these metrics enjoyed greater product success than those that did not.

The lesson is clear. If you want results you need to pay attention and monitor progress.

A properly designed set of product development metrics should include predictive metrics-those that provide early indication of project problems, and aggregate metrics those that measure output of the product development system against key macro targets.

Getting Started

Building an integrated product development system takes time and focus. The worst mistake you can make is to try to do everything at once. Start with highest impact areas which show gaps between best practices and your current status. Conducting an assessment of your product development capability will be the topic of our second article in this “Building Maturity” series.

III. Assessing Your Product Development System

Scorecards Frame Scope and Depth

It’s not hard to find technology companies with problems in their product development systems. Information Week noted an example: The forthcoming release couldn’t come at a better time for (Company) ...

"The company reported disappointing fourth quarter revenue." Analysts blame a slow product cycle for the drop. "Their flagship product has been out for two years without an upgrade," said a Dataquest analyst. "You lose momentum that way."

Findings in the Product Planning Practices Industry Survey support that opinion. The higher respondents rate their product development process, the more success they report selling against their competition, as shown in Figure 3.

Figure 3
Favorable Product Development Process Ratings
Versus
Recent Product Success Against Competitors
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The employees, management and customers of this company may realize process changes are needed and their suggestions will be forthcoming. Reorganize. Implement cross-functional teams. Define a standard Product Realization Process. Invest in better customer research. Change R&D spending. Usability labs. Better Quality Assurance standards. 

Faced with a dizzying array of methods to improve their product success, technology companies often have such a hard time selecting what to do and where to start that they do nothing. If for you—like the company above—that is not an option, you’ll need a comprehensive plan to establish your priorities. 

Starting Your Assessment

Your first step is to assess your organization’s current product development capabilities. Assessments can be undertaken using internal resources such as a cross-functional team of marketing, development, sales and customer support people, or using outside specialists. 

A properly executed product development assessment builds a foundation for meaningful change by addressing: 

· Commitment. Galvanizing management attention on the issues and opportunities for improved product development and management.

· Communication. Bringing relevant segments of the organization into the change process. 

· Consistency. Creating a common vehicle to examine the current product development system and to establish an integrated set of priorities.

Getting Management Attention 

Surprisingly, getting senior management’s attention concerning product development isn’t always easy. One simple approach is to use a Product Development Scorecard to conduct a brief survey [image: image6.png]Customer Centered Product and Market Development



of professionals in your organization.

The survey should cover people’s attitudes about product development and identify the effectiveness of existing systems or methods. Canvass a broad cross-section of your organization. A sample from such a survey is shown in Figure 4. 

One purpose of a scorecard is to show management the depth and scope of the issues and thereby obtain their active blessing to initiate a more thorough study of the problems. While management teams may be frustrated by seemingly ineffective product development, do they really believe the problem is a competitive deficiency? Is it important enough to warrant their attention? Scorecards can provide a consensus.

Scorecards not only bring out the internal perceptions about product development, but they also show how many ways it can impact various areas of the company. For example, in one technology company a scorecard survey revealed vast discrepancies in views held by various organizational camps. Even though they all showed an unusually high number of concerns for product development issues, each group saw the problem differently.

People in Marketing, Customer Support, and Sales said the key issues were late notification of schedule slips, dropped features, and lack of responsiveness to customer input. On the other hand, developers saw the key issues as lack of an overall vision and the tendency to reroute development plans based on recent orders. 

The various perspectives were predictable, but it was the degree of polarization that attracted management’s attention and convinced them to take action. Consequently, they also saw the need for a well constructed assessment to yield further insight and to identify realistic solutions. 

Building a Panoramic View

Another purpose of the scorecard is to help frame the scope of the assessment and quickly uncover the key universal issues. This, too, isn’t always easy. It requires building a balanced perspective from all quarters of the organization. Therefore, the assessment should be designed to synthesize a broad view of the factors and conditions that control product development success. 

At its core, a comprehensive assessment includes 12 key process areas. 

1. Product Vision - the link between product development and the corporate business strategy.

2. Management Support - the influence executives have in guiding product development, establishing priorities, and providing resources to achieve the plan.

3. Process - the degree of definition, understanding, and application of consistent development procedures.

4. Product Definition/Customer Focus - methods for capturing and archiving the voice of the customer and translating it into marketable products.

5. People/Teams - issues of cross-functional teams, career paths, rewards and acknowledgement. 

6. Software Engineering - design, coding practices, reliability, configuration management.

7. Technology Management - process to identify, explore, and implement appropriate new technologies in a timely manner.

8. Product Management - product lines and platform strategy and positioning, platform planning, multiple-version planning, release strategies, and pricing.

9. Tools - software for requirements tracking, project management, and testing. GroupWare, usability labs, and customer research methods.

10. Partnerships - the technical and organizational environment for attracting and managing co-developing and outsourcing relationships.

11. Launch - communicating the contents of the product to the field and to the market, arranging support services, and matching incentives to product sales goals.

12. Metrics - breadth of product development issues measured, consistency of monitoring, and actions from each. 

Getting Beneath the Surface

Once the scope of the assessment has been defined, you need clear procedures for building an objective understanding of the issues. Your assessment should incorporate a variety of data and approaches to develop a complete and accurate picture of the problem from all perspectives. Here are three information-gathering methods: 

1. Interview key internal and external constituents

Talk with corporate, product development, and marketing managers, as well as the analysts and programmers. You also need to explore the perspectives of all product development constituencies such as Marketing, Marketing Communications, Product Management, Customer Support, Training, Distribution, Quality, and, of course, Development. 

You should interview various management levels in the organization from executives to doers, both veterans and rookies. Don’t forget to include the perspectives of the sales force, channel partners, development partners and, most importantly, customers. Comments from customers and channel partners can be very enlightening.

2. Deep Dives into Projects

Interviews, while important, often deliver a disjointed, even biased "silo-based" perspective of the current product development system. This picture can be clarified by selecting two or three projects of varying complexity and objectives and reviewing their activities with their project participants/teams. Ask questions that show the factors that affect the process. How did the project begin? How was staffing handled? What outside forces caused adjustments to the plan? How thorough was the planning? What were the number, causes, and amounts of schedule slippage?

Results of this type of project analysis often provide a more integrated, cross-section view of the development process. 

3. Historical Project Data

Deep dives into projects take a qualitative view of diagnosing problems and tend to be highly anecdotal. Sometimes you must support your conclusions with figures, typically when convincing management of an unpopular improvement action. In these cases historical data can be especially valuable. By analyzing numerous past projects, you can deliver useful insight into current problems. Three to five years of project data, including success rates, release rates, performance vs. predictions, and staffing ratios, can provide a quantitative foundation for framing change initiatives.

Using language analysis and process analysis tools, you can consolidate all the perspectives you’ve collected to reveal the areas most in need of improvement. Be on the lookout for: 

· Choke points 

· Poor handoffs 

· Cooperation gaps 

· Confusing or inconsistent charters 

· Clogged development arteries 

· Inconsistent terminology 

Off to a Good Start

An integrated product development assessment is the critical first step in creating a comprehensive plan to improve the predictability and productivity of your product development system. 

To round out your assessment and generate an action plan, you’ll want to compare your status with that of other companies similar to yours. Benchmarking your product development capabilities against these other companies will be the topic of our next article in this Product Development series.

IV. Benchmarking Product Development on a Budget

Borrow the Best Ideas of Others

When you assess your product development system, you gain insight into the areas in greatest need of redefinition. In essence, you know where your system is today. The next step is to build a vision of where you want it to be in the future.

To help bring perspective to that vision, it’s useful to supplement your internal assessment with a comparison to other companies. There are several approaches that work—each with its own associated cost and depth of application experience.

Minding Other People’s Business

For some technology executives, "comparison" means collecting war stories over drinks at industry trade shows or harvesting input from the new developer just hired from a competitor. For those who want serious improvement, however, it means 
taking a more structured approach focusing on the Best Practices of other similar companies. Such efforts can build: 

· Focus on product development issues, 

· An experience-based vision of what's possible, 

· In-depth exploration of tough issues, and, 

· Firsthand exposure to what works, and when and how it works. 

The cost of this type of approach can vary widely since it ranges from custom to doing-it-yourself projects, with several price points and levels of assistance in-between.

Formal, Insightful Process

A fundamental approach for gathering comparative information about the practices of other organizations is called benchmarking. This is the process of sending teams from your company to explore the product development systems of other best-in-class companies. Benchmarking studies can be tailored to your most important product development issues and provide in-depth interaction and firsthand observation. 

However, benchmarking studies can be time-consuming and expensive. They require significant efforts in planning, interview training, preparation, partner recruitment, and results summarization. Additionally, as more and more companies apply this approach, it has become harder to find exemplary companies willing to open their doors to benchmark teams.

Outside Resources for Direction

Another approach is to harness the perspective and experience of product development consultants. This is particularly valuable when an outsider’s objectivity is needed to help set direction and build consensus among developers. Consultants can provide in-depth best practices experience about how other companies handle similar issues. Again, the cost of a full-scale consultant engagement can impact a tight budget.

Fortunately, lower-cost alternatives to full-scale formal industry benchmarking and hiring consultants exist: the use of industry benchmark reports and collaborative efforts for sharing and benchmarking practices. 

Practices Research

For an organization trying to define a product development improvement agenda, industry benchmark reports are a good place to start. 

Using survey-based research can help companies relate the performance of their activities to the specific actions that has led to business success with new product development in other technology companies. From this, developers can determine which practices are not just prevalent but which ones actually produce more successful product outcomes. 

For example, a technology company that recently completed a full-scale assessment of its product development system identified "schedule compliance" among its important 
issues needing improvement. The company framed an action plan by comparing its process to the factors found to be most successful for other technology companies in the Product Planning Practices study. (See Figure 5.) Using the top success factors (use of cross-functional teams, expanded customer research, and improved project screening), the company focused its efforts and reinforced confidence in its action plan.

Figure 5

Action Taken to Improve Schedule Compliance vs. Product Development Practices Index Scores

[image: image2.jpg]ho Rost

Prcjct Fiering
Customor Ressarh
atber
|
Qo
LTS

e

W

T

Trmasi Ofemres




Collaborative Exploration
While quantitative views provided by survey-based research help many companies focus, others may want the type of face-to-face interaction and discussion that has made formal benchmarking so successful. 

One approach is to supplement the use of industry reports with informal collaboration with peers at local product development associations and high technology societies and councils. Unfortunately, this venue for sharing experiences has clear limitations. Participation and ongoing coordination in these groups is often sporadic, and consequently the structured comparison of product development practices suffers.

In these cases a benchmarking network such as The Product-MASTERS Collaborative can be useful. These collaboratives are small select groups of technology companies that share experiences and methods to improve management practices through quarterly forums and targeted mini-benchmarks. As a result, participants achieve many of the cross-pollination benefits of full-scale benchmarking efforts without the administration, recruitment, and management costs.

Well Applied Resources

The option or combination of options your company chooses to improve your development process depends on your specific situation and allotted budget. It also depends on the depth and detail of information you want. 

Whether you get thoroughly involved or let a specialist facilitate the project, comparison efforts will pay you back in improved products for years to come.
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Joseph Kormos is author of Product Planning Practices in the Software Industry, and Planning Software Products That Sell both published by Culpepper and Associates. He is also Director of the Product-MASTERS Collaborative. His consulting firm, Innovative Development Associates, helps high tech companies benchmark and improve product development processes to boost the payoff from their R&D investment. For more information or to order the book contact 513-683-1911 or www.inndev.com.

Figure 4


A Sample from a Product Development Scorecard�Which symptoms occur frequently? (Check all that apply)


New Products fail to achieve their business goals more than 30% of the time. 


New Products lack reference accounts or repeat business after a reasonable length of time. 


Exceptional customer support is often required to work around deficiencies in newly released products. 


It takes us longer than competitors to deliver new products 


Major competition releases more products/versions/upgrades in 12 months 





�


Figure 2  A composite index of thirteen practices shows greater differences between “The Best:” and “The Rest” in product success than any individual practices or focus areas.
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