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This article originally appeared in the Product Development Best Practices Report (http://www.pdbpr.com) and is being published on the ProjectConnections website in conjunction with the upcoming April 2003 conference: Pipeline and Portfolio Management: Balancing Multiple Projects with Limited Resources (http://www.ManagementRoundtable.com/Event_Center/PPM03/index.html) 



This article was based on an interview with Brian Montgomery who will be conducting a workshop at this conference.

OPTIMIZING YOUR PRODUCT DEVELOPMENT INVESTMENT:
IMPLEMENTING PORTFOLIO MANAGEMENT

Who minds the store in your company where your overall product development efforts are concerned? Who stays awake at night trying to figure out how to optimize your total investment of time and money in new products, figuring out how much you should diversify, what new products to add to a product line, which concepts to kill, how to balance the whole so that, at the end of the day, your ROI looks good? Who decides what to develop? How efficient and effective is your decision-making process? More often than not, we're talking a senior management function. And too often we're talking about a slow process. If you want to bring business discipline to your development house, advocates IBM Personal Systems Group program manager Brian Montgomery, build a portfolio-management bridge between your product development process and your customer relationship management process. 

Based on his experience at two quite different companies, he says this might mean creating an integrated steering team below the executive level to focus on portfolio management, and deploying staff resources to the portfolio management function. Moreover, says Montgomery, who is helping implement portfolio management at IBM and, before that, implemented it at electronic research and publishing leader LEXIS-NEXIS (where he was Director of Product Development), it's not a decision you simply lay on the organization, name a champion, arm him or her with proper tools, then fold your arms and wait for success. 

Says Montgomery, "The central question is: What does it take to decide what to develop? The tools alone won't do it – it's in the implementation that you gain the leverage." At LEXIS-NEXIS this meant formalizing the staff support role in a portfolio management team, led by a brand strategist, composed of product team leaders and functional reps.

A Mass of Unrelated Activity 

IBM and LEXIS-NEXIS may not be polar opposites, says Montgomery, but they are drastically different. The first is a product-oriented giant, dominated by engineers and accountants. It deals with a mass, global market, is globally dispersed, and, for better and for worse, offers lots of corporate "help." Dayton, OH-based LEXIS-NEXIS is a relatively small, service-focused niche player, dominated by software developers and attorneys in which, says Montgomery, you are "on your own." 

For all their differences, they share key similarities. Both have been hugely successful market makers; IBM used to control 74 percent of the market, LEXIS-NEXIS held a whopping 95 percent of the legal research market. Both face eroding market share and profitability. Both have been aggressively addressing this fact with changes in how they initiate products, select product development projects, and manage development efforts. 

Montgomery quotes lines from executives in both companies he says could easily have been uttered in either: "We are missing the marketplace opportunities because we do not have the right products, at the right time, for the right price." "There's a lot of data, but it's not focused, not organized, no value is added, and there are no tools to analyze it." "We will be disciplined, focused and deliver what we say we'll deliver. Our culture will change, and we will unleash our talents on targeted goals, do them well, and move on to the next. This will set the stage for a chain of specific, connected set of accomplishments, not a mass of unrelated activity." 
Add New Core Capabilities 

When they asked themselves at LEXIS-NEXIS in the early'90s what the real basic problem was, they got down to one that Montgomery says was shared by IBM: "We are neither able to articulate market needs nor lead the market to discover its latent needs." Because it was the early'90s, says Montgomery the solution was to reengineer their development process, a sub-optimal approach, he says, because it focuses more on "back-office" systems issues." 

The "real" solution, says Montgomery, is to add new core capabilities, starting with a disciplined process, defining roles clearly, and acquiring marketing, product definition, and project management skills you need to flesh out your capability. Then you put in place appropriate tools and metrics. Taken together, these things will then induce change in your corporate culture. A tall order, stemming from a fairly simple vision summed up by a quote from Tom Peters (see sidebar) that Montgomery kept on his door. 
Says Montgomery, "I believe it's that simple. You are just trying to get the right people in the right places having the right discussions in order to make timely decisions. Everything else should point toward that goal." 

Among the capabilities you need for good portfolio management, claims Montgomery (based on his experience at both firms) are clear roles (with appropriate boundaries), clear decision making, good tools for segmentation and investment analysis, and an integrative capability below the senior management level. Both firms maintain a senior-level investment group. Below that they have integrated steering teams to make the detailed decisions, supported by sharp staff work to enable quick decision making. 

He cites four key success factors. First, keep senior-management decision making focused broadly and leave the nitty-gritty of things like parameters and deliverables for projects to the steering committee. Second, see to it that the senior management investment committee and the integrated steering team meet regularly. Third, make sure steering team reps are empowered to help make binding team decisions without clearing it with their functional home base. 

Four, communicate, communicate, communicate. 

At LEXIS-NEXIS, there was a constant communication blitz. They maintained a steady stream of professionally done project reports in the cafeteria. They published regular progress updates in the newsletter, with feature articles on milestone completion. They did presentations three times a year at "All Managers" meetings as well as road shows to staff meetings. Above all, they kept the senior management investment committee and steering committee appropriately informed. 
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One of the most important instances where communication paid off at LEXIS-NEXIS came early on, when they mapped out role clarity--what decisions needed to be made, and who held decision-making authority--on a grid and walked the executive committee through it during a two-hour meeting. The version you see here is abbreviated – the one they actually used contained about 1,600 cells! Says Montgomery, "If you color-code it, as we did, patterns emerge quickly and you can get agreement and buy-in because the really difficult issue for these people is that we're moving organizational power around and people in those positions don't particularly like to give up power." 
Source: Brian Montgomery, IBM 
Context Is Central 

Montgomery says you can build a portfolio-management bridge in a year. One of your big challenges is getting people to think contextually. Says Montgomery, "When I got to IBM, the portfolio context was the thing most missing. In the PC industry, especially if you have a development background, you can easily get caught in a discussion of what's going into the PC. That's exciting stuff for some people and they can't get out of the weeds to save themselves." 
A principal tool to correct this is a set of four charts that, taken together, provide a clear contextual snapshot. The first tracks portfolio criteria: how does a product affect market, price point, and channel coverage, strategic alignment, risk balance, and financial performance. The second is a product roadmap. The third says what strategic bases you've agreed are important to cover. And the fourth provides a balanced project view--scope, schedule, budget. Says Montgomery, "What we're trying to do is structure meetings around these four charts and get people to ask how any change coming in impacts these four things." 

If Montgomery's reengineering-doubting advice about implementing a portfolio management bridge could be summed up in a single sentence it might be "Go slow to go fast." Recognize the staying power of evolutionary, incremental change, he says. Watch out for "process zealots" – people who love this stuff; they might seem to be in your court, but they'll bring you down, in no small part because of the skepticism they breed among the technical people. Be credible and flexible--adapt, improvise, overcome. Be relentless--your problems will be. Finally, be the kind of leader who leaves people saying,. "We did it ourselves." "You want everyone to own these processes," concludes Montgomery, "If it's your process, it won't work." PD
KEY LEARNINGS: 

· Building a portfolio-management bridge between your product development process and your customer relationship management process can speed up the timely delivery of the right product mix to the right market. 

· The current state in too many companies is a mass of unrelated activities. 

· Reengineering your product development process is not the solution -- add new core capabilities. 

· Contextual understanding, particularly by development teams, is often the critical missing ingredient in product portfolio management. 

· A product portfolio "bridge" can be built in about a year. 
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