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By Barbara Bell

folio Management

and Measuring Outcomes

Part three in a three-part series on product development

n part one of this series on man-
aging product development, we
looked at the importance of setting
high-level strategy. The second part
was about the process itself including
implementing a structured framework
and putting together a solid cross-
functional team. (Visit woodworking-

If the uncertainties are
high, it's a good idea

to keep the amounts at
stake low. As the
uncertainties decrease,
the amounts at stake can
be increased.

canada.com for parts one and two.) In
this article, we look at doing the right
projects and measuring progress.

Portfolio Management

It is management’s role to decide
which projects get funded. This task is

often referred to as portfolio manage-
ment and while risk is inherent to new
product development, managing it is
crucial. From a product developer’s
perspective, a high-risk situation is one
in which much is at stake or the out-
come is uncertain. For example, if it’s
unclear whether the product is techni-
cally feasible or will do well in the
market. If uncertainties are high, it’s
a good idea to keep amounts at stake
low. As the uncertainties decrease, the
amounts at stake can be increased.

By putting a Stage-Gate process
(described in part two) in place, you
are taking the first step toward effec-
tive portfolio management. “Gates”
are where individual project decisions
are made to proceed (go), stop (kill)
or put projects on hold. At these gates,
each project is evaluated and scored
before moving to the next stage. Even
resource decisions, committing people
and money to specific projects, can be
made at these gate meetings.

Where Stage-Gate processes fall

short is in project prioritization and
resource balancing. That is the role
of portfolio reviews. Portfolio reviews
are meetings held perhaps once or
twice a year. These reviews help ensure
the total mix of projects pursued is
optimal. Portfolio reviews have three
goals: value maximization, balance
and strategic alliance.

To maximize value from a product
portfolio, projects need to be ranked
in terms of some business objective
like profitability. A simple spread-
sheet can be used to rank according
to project attractiveness. Those that
fall below a certain number can be
shelved or terminated.

Visual charts can help you evalu-
ate the balance and strategic align-
ment of projects. Use pie charts and
bubble graphs to visualize where the
whole product mix sits in terms of key
parameters such as long- versus short-
term, high-risk versus sure bets, and
across various markets, technologies
or project types.
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WOODWORKING
SHOP FOR SALE

Turnkey operation with all
required equipment, staff and
related infrastructure needed to
operate successfully.

Full service millwork shop located in
Canmore’s industrial zone with a
reputation for high quality and service.

Complete business sale package available
at www.cbrockies.com/bizforsale.html

Or e-mail Ernst for any questions directly
info@canmorewoodcrafters.com
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BELAND

FOREST PRODUCTS

THE BARGAIN PLACE]
1-800-463-1€86

0SB/Plywood
Hardwood & laminated flooring
Cut-to-size components
Tel: 1-800-463-1886
www.beland.com ¢ Fax (418) 831-7963

Francois
Johnny
Sébastien

Melamine 100% 17,1 1/8”,1 1/2” from
5x6 up to 5x12
Prefinished hardwood plywood

Exotic hardwood panels
MDF Boards 1/4” up to 2”
Particleboard

Measuring Progress
The final step required in formalizing
your product development effort is to
put metrics in place to gauge effective-
ness and learn where you can improve.
Metrics used to measure the health of
product development processes fall
into two broad categories: in-process
metrics which can be measured as the
project is unfolding, and post-process
metrics, or those that can be measured
only after the product is launched.

To measure how well projects are
executed look at the:

e Number of projects that meet
scheduled launch (strive for
predictability so estimates can
be accurate)

e Time spent in phases (strive for as
short or shorter than competitors)

e Percentage of products that meet
or exceed the goals set at the out-
set (measures success of planning)

e Percentage of projects that were
within budget targets.

To measure the value projects are
delivering examine:

e Profitability (payback period,
break-even time)

e Percent of commercial successes

e Percentage of sales generated by
new products

e Percentage of growth generated
by new products (profits).

Metrics should be simple, practical
and fit with business objectives. Don’t
wait too long to implement measure-
ment tools.

Wood product manufacturers tend
not to make the effort to character-
ize and improve their product devel-
opment systems as they may with
other business processes. However, the
development process is critical to keep-
ing development costs and risks at
a minimum, and creating high value
products on a consistent basis. WW

Barbara Bell is one of FPInnovations’
Solutions for Wood specialists. She focuses
on product development and the incorpora-
tion of design principles info wood products.
FPInnovations provides technical support to
the wood products industry in Canada. She
can be reached (604) 222-5666, or barbara.
bell@fpinnovations.ca.
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