planview.

Resource Allocation, Capacity,
Planning Best Practices

A global view of your entire product development ecosystem is critical to accelerating innovation from a position of strength and
intelligence. In addition, organizations also need to rank and prioritize projects with intention — based on value, resources, and

other vital factors.

There are many ways to accomplish this within an Agile-Stage-Gate methodology, meaning there are many questions on
execution. The majority of questions coming out of the webinar fell into this category.

Q: Are these lessons from the pandemic even more relevant in today’s economic uncertainty?

’ Dr. Robert Cooper:

Absolutely. Obviously getting to market quickly is more critical than ever when things are changing rapidly.

If it takes you three years to get to market or something like that, these days, the whole world’s changed and all your original
starting conditions and assumptions are no longer valid. Whereas, if it can get there in a year, the world may have changed a bit,

but not nearly as dramatic.

For a major project one company | was working with, cut three years down to 15 months years, from business case approval to

launch. So, speed is critical.

The other thing is the ability to respond fluidly to changing information — when information is coming in slower and when it keeps
changing. Customer requirements, for example, or competitive situation market requirements — when they keep changing all the
way through development, how do you respond to that?

The notion of a design freeze or a fixed product definition early in the process, that's obsolete. An agile approach enables you to

respond very quickly to changing customer requirements.

@ Carrie Nauyalis, Planview® Executive In Residence:

Everything that's going on — from baby formula to gas prices, to
new waves of the pandemic — it's impacting everything. Without a
single source of truth showing all of your resources, all of your work,
all of your product catalog, it is hard to make those quick decisions
in your portfolio that will potentially drive a profit. Speed is so
critical, given the financial situation that we're in.

Organizations that prioritize
responsiveness to change are

3 times more likely to exceed
financial targets and strategic

objectives, and 2 times more

likely to exceed the delivery of

innovative products and services

— Planview State of Strategy Execution Benchmark
Study



https://www.planview.com/

Q: What happens to product development planning and prioritization if you lose resources? Do you recommend
reevaluating the product list?

’ Dr. Robert Cooper:

If you run out of resources, you really only have a few choices. You can continue with limited resources and cut back on every
project, but that means they just take longer to get done.

Another approach is where the boss comes in and says, “Work harder, work faster, smarter.”

What happens there is that people actually start working inefficiently and start making mistakes. They cut corners on too many key
tasks and that's not a smart move either when the only sensible thing to do was to cut back on the number of projects. That leads
to the forced ranking exercise we went through with the productivity index and scorecard done at a portfolio review.

Fairly regular — quarterly for instance — a real force ranking of projects, having the guts to draw a line and not do the projects below
the line is what it takes and it takes some fortitude.

@ Carrie Nauyalis, Planview® Executive In Residence:

A benchmark study we sponsored revealed that leading companies
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If you're in life sciences, capacity planning and ranking done
quarterly or monthly is fine. But if you're in CPG (consumer BEEN TOO MANY PROJECTS
packaged goods) or even manufacturing, especially if you're FOR RESOURCES.”
manufacturing through an OEM, that timeline is really tight. And —see pg. 6 of the Benchmark Study
then you have penalties if you miss a deadline. Having a continuous
review of your resource portfolio can be really powerful.

Q: How do you get accurate plans for resource estimating? Cutting estimates because of lack of availability or
inflating them to make the team look committed has created difficulties.

’ Dr. Robert Cooper:

| recall someone giving a talk at one of our conferences, a few years back — a man who worked for the British Government as an
auditor of a new product used mostly by software developers.

He stood up in front of the audience and said there's one single truth in product development. And that truth is this: Every project
leader, regardless of what country he or she is in, or what kind of development it is overestimates the benefits of their project and
underestimates the cost and time to do a project.

Sometimes it's conscious and sometimes it's not. When it's conscious is where the project team is playing a few games to get

the project approved. They come to the gate review with a lowball estimate of costs, sometimes to make the project look better.
Sometimes they come with a highball or overestimate so estimated sales and profits look to have an upside.

It is an unfortunate phenomenon. But the way you stop that is by making project teams accountable for results.

There was an interesting example written up a few years ago of how Procter and Gamble solved that problem.

They were finding that problem in spades. People underestimated costs and times and overestimated project benefits simply to
get their project approved. One person said, nobody ever got promoted in this company by having their project killed.

So, they put winning in the marketplace as the metric they were going to measure you against. That, and costs you will be
accountable for year one, year two, and year three. All of that would go into your business case.

On top of winning and costs, there would be a post-launch review. Not a punishment review, but more like the post-game talk, a
coach would give your kids at the end of a football or soccer game. For example, saying a few people didn't quite make the mark.



How can we improve that in the future?

... THE WAY
The point is, that there is accountability. Q

YOU STOP THAT
IS BY MAKING

The second thing I'd say is if it's an honest mistake and people are not trying to game
the process because they didn't know the right answer, try this approach:

PROJECT TEAMS

ACCOUNTABLE FOR

Instead of individuals estimating how long it's going to take to do a task — how many RESULTS
person-days, how many calendar days it will take, get the whole team working on it
together.

So one person says, “Hey | can handle that in about a month,” at which point everyone looks at the project and says, “No, you
can't. Last time, you said that you did this or that, so let’s get real.”

There may be a bit of argument because they are challenging, but a group working together can usually come up with a much
more reliable estimate. It also then becomes the team’s plan, not that individual's plan.

It is all very scrum oriented, that part of the decision-making process done as a collective.
The last way is, and this is a little more work — is to make good data management a priority.

You can't manage what you don’t measure. Some people at the post-launch reviews actually go back when they do the
retrospective analysis of the project. They report on how many calendar and person-days it took to do each task. They keep a
record of that query and carry it over so that you know how long it takes to do a field trial, and you know how long it takes to do a
market study, etc, because you have a file of standard plans for different sized projects.

For example, when you take your car to the mechanic and they say, “You need a
5 new transmission.” When you ask how much that is going to cost they say, “Well,
O (o Lefy that's about the 22 hours of mechanic time and $300 for the parts.”

MANAGE WHAT YOU
DON'T MEASURE

How did he or she come up with the 22-hour standard? It is based on what it took
in the last five years to replace a transmission.

If you have data like that, some companies say that's an amazing predictor. Planview software can handle that.

@ Carrie Nauyalis, Planview® Executive In Residence:

What | would really recommend based on what we have seen from a technology customer dealing with some innovations — instead
of waiting till the retrospective and lessons learned, start tracking time every week in bulk.

Then categorize time like 40 hours spent on this or 20 hours on that, so it's not cumbersome. They do it on their mobile phone a lot
of times when they're walking out of the office on Friday afternoon.

Being able to capture that historical data, then use it for future estimating is exactly how they were able to find some over and
under estimations that really changed the game for them.

’ Dr. Robert Cooper:

If you have that capability, capture those estimates in real-time and use them immediately rather than, as you say, waiting for the
end of the project. But some people aren't even trying to capture that yet because they don't do post-launch reviews. That is sort
of unfortunate because a post-launch review is a really good best practice.



Q: How do | sort projects to rank them properly? Do | put them in buckets by rigor level of execution, by the
department that will execute the project, or by investment cost? How do you define what the classification is?

’ Dr. Robert Cooper:

Different companies have different definitions.

| just saw the industrial research institute has come out with this report that shows a breakdown of resources spent by companies
on different types of projects. They go from innovations that are new to the market, down to major new products, new product
lines, extensions modifications, and product improvements, all the way through down to cost reductions.

In that sense, it would be project type, and that is the most common.

But you're going to have to come up with your project types. 3M has six classes of projects that range basically from major
innovations to not innovative at all.

You can also have another dimension called market segment or markets. Some people do this in a pie chart format by market
segments and some people do it by product line. Some people do it by geography Asia, Pacific, Americas, Europe, Middle East.

Some people even do it by technologies, but the most frequent ones are by project type from innovation down to not so
innovative, by product line, and by market.

Don't use more than three dimensions, that gets too complicated.

Once they are bucketed they'll usually show pie diagrams at portfolio reviews and then discuss whether this is the right or wrong
mix, balancing within each bucket. They also classify projects by bucket so you end up with the innovations in one bucket and the
small projects in another. Then they do force ranking within buckets.

e Carrie Nauyalis, Planview® Executive In Residence:

And sometimes one of the ones you mentioned earlier was size. It is another one Planview has that's stolen out of your book.

Planview also has the pie charts you're talking about. If you've got a portfolio with all of the products or sizes down, then you can
pivot on any one of those things.

Product Portfolio Dashboard

e
planview.
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Profitability by Product Line FM: Total Forecast Costs (USD) by FM: Total Forecast Benefit (USD) by
Product Line Product Line

Cans:
2%

Culm___
i%
e

Machinery: ntermedit... -
1% 12%

Cans:
T ™

Intermedsl...
%

Intermediat... Machinerns:
Orums: / 14% a0 %
%
Plastic &... Drums:

1 5%
—___ Speciahy... Specialty...
TTT1a% 13%

Drums:

Specialty... 26 %,
"%

Plastic &...

Plastic &...
22 % 7%

W Wochivery TN Plastic 8 Steel Pals [ Vg, VS S MIYE e pms W Intermediate Bulk Cortainers N Cans N Unassigned

Ammunition Ao es

ACtve OUiCOMER  Procucts PRI Test Markating nimauction Urassigned
BH 20011850
Bl 201

B 201 Coen
BN 22 PRO: Test Maketing A auEton

Dedine

Development

Growh

Composte O3 Unissigned Unasscned Unassignea Intermeciate Buk
Cortainers

Dairy Containas PRO Test Markating M aturty Unassigned Specialy 49126075 357 666 90 TTRSIT.66 1
Containers &
Rasysiad Wstanals

Drusiuarg PRD: Divscpment Devslopmen Unassigned Drums 57744058 TOET. 40014 1.597.500.00 1

Visualizing the segmentation of products is just one way to tell if you are making the best use of resources.



For instance, there is a feature that segments the number of projects by product line, shows how many people are on those
projects, and how much revenue is projected. All that tells such a phenomenal story that will kick people back in their chairs to
really think, “Okay so we're using 80% of our resources to drive 20% of the revenue? Let's shift!”

’ Dr. Robert Cooper:

That is powerful because then you can start to actually visualize productivity. If 80% of our projects are tactical and they consume
80% of the resources, but they're only generating 20% of the revenue. What the hell is going on here?

Why are we spending 80% on the least productive projects? It creates good discussion when you see those pie charts by bucket.

Once you have buckets, then you can classify your projects by bucket and force rank them within that bucket. The nice thing about
that is you're comparing apples to apples.

If you put everything in one bucket you have big projects with little projects, innovations with not innovations. You're trying to
compare everything against each other and it's almost impossible.

By putting like projects into one bucket you can at least compare them against each other. You can then have all the small projects
and/or other buckets that use quite a different criterion for ranking.

For example, with cost reduction projects all in one bucket, we probably wouldn't look at the net present value. You might look
at something like that how many dollars that project will save over two years divided by the number of person-days it takes to
complete the project. This is something simple, but a totally different metric than what you'd use for innovations.

Just like if you were talking about financial portfolios, if we had stocks, bonds, and real estate, you'd have them in three different
buckets. You would then rank order them and compare stocks against stocks, not stocks against real estate because you know
you're using different criteria. That's why strategic buckets make so much sense for force ranking of projects, as well as the issue of
mix and balance.

@ Carrie Nauyalis, Planview® Executive In Residence:

If you don't have that kind of mix and break it out, your innovations are never going to get approved because they're too high risk.
But if you don't innovate, you're not moving the company forward.



Q: How do you begin to advise leadership on prioritization? How do you get their buy-in?

Dr. Robert Cooper:

The first issue is if you're already having portfolio review meetings, perhaps without prioritization — just a bunch of guys sitting
around talking about projects - | think it's important for somebody who is managing that meeting or hosting that meeting to
suddenly start displaying some very useful database charts on the screen. Focus that discussion on the data, rather than the normal
chit-chat that just discusses the various projects.

A portfolio review should not be a big meeting. They should not be sitting around talking about the technical progress of projects.

They should be focused on the portfolio mix. The mix of the portfolio, the prioritization, etc. So if you're already having those
meetings with the senior folks there it's not a huge change to introduce some new slides or graphs or charts.
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A global view of your portfolio mmyix is incredibly useful in ranking and prioritizing projects by categories.

If you don't have those meetings with senior people, then perhaps one of the things you can do is get them to watch our webinar
or share with them my article on accelerating innovation.

Then maybe two or three of you sit down with the boss or bosses and make a pitch for the need to do this.

Hopefully, we've given you some pretty good reasons why portfolio management is critical and why it is in such bad shape in so
many companies.

We've given you quite a bit of data and some anecdotal evidence as well, so, hopefully, you can take some of our slides and charts
and make a pitch that this is a critical area that senior management must deal with.

If they don't, then you are going to continue to be late to market and take forever to do projects. People will cut corners on too

many projects, and sometimes some very questionable projects and pipelines. So, at some point, somebody’s got to sell senior
management on prioritization.

By the way, | always found that two or three people are better than one. Strengthen in numbers.
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