Product Manager's Desk Reference (3e)
lllustration Insights — Chapter 10 — Figures 10.1, 10.2

Product Strategy Formulation

Every successful business relies on a clearly articulated future vision and relevant, achievable goals. For
product managers, the goals and strategies you create are dependent on the goals and strategies of the
busines unit and/or company where you work, as shown in the diagram below.

There's a process to help any product manager to formulate strategies. The diagram shown below
portrays the product strategy formulation process. Taking this perspective will allow you to produce a
meaningful analysis of data so that you can build a solid fact base on which to consider future options.
The model should evoke five questions that should be asked and answered:

1. Where have we been?

2. Where are we now?

3. Where should we go?

4. How will we get there?

5. How will we know?
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Product Strategy Formulation

An enhanced way of looking at the product strategy formulation process is to link it directly to the
Product Management Life Cycle Model that was shown in Chapter 1. This visual is shown in the diagram
below. With this context, you'll see that product strategy formulation does not operate independently;
it's informed by an extensive amount of data from current product business performance as well as
customers, competitors, and the overall industry environment.
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The product strategy formulation process and its association with the Product Management Life Cycle
Model provide a backdrop for the data needed to carry out your work. Having pertinent, timely data
helps you develop mental models about your product’s business. It also gives you the wherewithal to
come up with innovative ideas and opportunities. A model you can use to capture data and insights
about past and present is shown in the diagram below:
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Product or Business cY-2 cYy

Element Being Analyzed

(c) Steven Haines



Product Manager's Desk Reference (3e)
lllustration Insights — Chapter 10 — Figure 10.5

Product Strategy Formulation

Collecting data about the business of the product is organized into the

following broad categories:

1. Acquiring external data about the industry and competitors
2. Obtaining customer activity data (validating segmentation models)

3. Capturing data about how the organization evolved in terms of capabilities and resources as well

as its underlying financial health

4. Securing data about the product’s market, financial, and operational results

The diagrams that follow are shown in the book as examples associated with the automobile industry.

They are intended to be adapted for your own use.
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Product Strategy Formulation
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Product Strategy Formulation

Whether you are starting out as a product manager for the first time or inheriting an existing product,
you can create a retrospective product roadmap that describes the path the product has traveled up
until the current time. If you have never done this before, here's how it works: First, create a chart like
the one shown below. I've provided some descriptors for you—some hints to help you find the relevant
categories needed for your product’s relevant retrospective roadmap.

You can create your own table with rows and columns that show various dimensions of the product’s
evolution. You can then summarize the rows in key product attribute categories to yield a diagram
similar to the one shown in the diagram. You might include items such as technologies, platforms, user
experience (UX) designs, performance and capacity, regulatory compliance, and other items. You can
trace the product back for as many years as data may exist to tell a story of how product investments
were deployed and results obtained.

Product Road Map Element CY-2 § CY-1 § cY
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Safety Features & Auto Braking ! Warning Capability
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Product Strategy Formulation

It is essential you know where the product is situated in its life cycle. To reinforce what was discussed in
the book about the product strategy formulation process, your job is to build a bridge from the
products’ current state to the future. When you have this perspective, you can more effectively shape
future product investment options and avoid wasting scarce human and financial resources. To review:
the main phases are growth, maturity, and decline. Growth is characterized by sales that increase rapidly
with growing market share and growing profits. Maturity is characterized by revenue that grows

more slowly or where product revenue may modulate slightly. Mature product profits may follow a
similar pattern or shift with increasing or decreasing costs. Decline phase products exhibit sales or
profits that decrease at an increasing rate. In addition, the product’s historical and current market share
should be tracked against originally established forecasts.

The retrospective method can be used to construct a product life cycle state model, and to portray it
visually. The chart below shows you how to build a product life cycle state model with a data table and a
graphic. Visualizing data related to product life cycles provides a very illuminating portrait of the past
financial and market performance of a product. It also provides you with the means to tell a story about

the path the product has traveled.

Product Life Cycle Data
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Product Strategy Formulation

The marketing mix represents the combination of investments in the product, its pricing, promotional
programs, and paths to the end customer (place). The goal in this part of your retrospective analysis is
to understand how pricing adjustments, promotional investments, or channel shifts contributed to or
influenced changes in unit volumes, revenue, cash flow, and product profitability. These analytics are a
vital part of the retrospective review because you don’t want to be introducing new versions if they don't
deliver the envisioned benefits. Using the example of the automobile company once more, the
evolution of the other marketing mix elements is shown in the diagram below. Afterward, use the
space below to capture your own ideas that provide an appropriate marketing mix retrospective.

Marketing Mix
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Product Strategy Formulation

In the creation of product retrospectives, there is an ancillary list of “things to examine.” It has to do
with the other parts of the business that support the product. You can examine aspects of these items
that work well for, or detract from, the product’s business contributions. These elements include:

* Information technology (IT) and systems

+ Supply-chain and logistics performance

* Manufacturing capacity and efficiency

» Sales and marketing activity

« Customer service and support activities

Based on what was discussed in the book, the retrospectives that can be assembled for all the captured
data into a unified strategic product profile. In reality, it would be unrealistic to capture all the data on
one page. However, the diagram below provides a visual snapshot of how all of the data collected
might actually be organized.
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Product Strategy Formulation

Collecting the data up to this point is only part of the journey to the baseline. Referring to the Product
Strategy Formulation Process, the next step is to synthesize the data—or to knit the data together in a
way that creates informational tip-offs, which can help you visualize and think of new ideas and
opportunities. The acronym SWOT stands for strengths, weaknesses, opportunities, and threats and is
represented by the diagram shown below:

STRENGTHS OPPORTUNITIES;E

WEAKNESSES THREATS

With this foundational model, it's easy to insert information you believe is important. However, if it's not
backed by relevant data, opportunities may not be relevant. Therefore, for each quadrant (except
opportunities), three “columns” can be added, represented by what's shown below:

SUPPORTING

DATA
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Product Strategy Formulation

Here's how you might go about assembling your product SWOT by using some different examples for
each quadrant. Suppose you are the product team leader for a well-known smartphone and you wanted
to write about the product’s strengths. In the three figures on this page, examples are provided to show
how you might portray strengths, weaknesses, and threats using the “what, why, and data” method.
Note, there is no “opportunity” section on this page. Additional context is provided on the next page.

STRENGTHS

WEAKNESSES

What is the strength?

85% market share for all
products in the line, 45%
profit across all products
in the line.

Why is it important?

Strong market share and robust
product profitability allows us to
be flexible and agile in keeping
ahead of the competition.

What is the data source?
Financial records

Industry analyst reports
Stock market analyst reports

LCD industry analyst reports

What is the weakness?
Customers complain that there
are too many updates and that
the device sometimes shuts
down. App updates are also
eroding performance.

Why is it important?

Your reputation that took years
to develop is in question. With the
level of negative online reviews
increasing, the company is
exposed to market share erosion.

THREATS

What is the data source?

+ Analyst reports on customer
satisfaction

+ Benchmark tests froman
independent agency

+ Remote diagnostics showing
increasing operating system
failures
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What is the threat?
Competitors have been
developing and releasing lower-
priced devices across Asia and
market share is declining at an
increasing rate.

Why is it important?

You spent years investing in
brand development and in
creating a premium product. With
such incursions by competitors,
your product’s business is at risk.

What is the data source?

+ Actual unit sales data and a
buildup of inventory in the region

« User research showing a
preference for the user interface,
application selection, and lower
prices than your models
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Product Strategy Formulation

Until now, I've been discussing the product-level SWOT model. The data points have centered on items
associated with the product. The other perspective needed is associated with the strengths,
weaknesses, and threats of the company itself. But how can we deal with two distinct areas, company
and product? Here's how. Refer to the diagram below. It shows you how you can break down the
quadrants into both product and company! To utilize this model, you'll need to gather the relevant data
on your company, and then come up with meaningful associations and insights. Also, note in this
diagram the overlay of an arrow showing the counterclockwise direction from strengths, through
weaknesses and threats, to opportunities. Use the space below to record any notes or observations.

O pportunities ]<—\

/—O/é\trengths ]

\\\_»7/\NHAT WHY  DATA WHAT
COMPANY
PRODUCT
PRODUCT
o ~ \ . S \
“— [\ eaknesses e— ( T hreats *o—
= WHAT WHY DATA = WHAT WHY DATA
COMPANY COMPANY
PRODUCT PRODUCT

(c) Steven Haines



Product Manager's Desk Reference (3e)
lllustration Insights — Chapter 10 — Figure 10.18

Product Strategy Formulation

When you're able to articulate a vision or some desired future state for your product’s business, you're
ready to formulate some clear goals. Yet, goal-setting can be a challenge. Consider some goals that
are more near-term, as well as some that can be achieved in the longer-term.

Here is a way you might take a broad view of the array of goal-driven opportunities so that you can
select the most appropriate next steps. This is where the template, shown in the diagrams below may

help. As in many of the diagrams used in the book, it contains descriptive categories and a series of

cells. Each cell has to be populated with a piece of data, an activity, or action. In this case there are six
main categories (listed here) supported by a host of subcategories, as well as three columns that

represent specific future time frames. For your product, you'll want a matrix like this, with the proper

level of detail, to establish your strategic intent. The two diagrams that are shown below, appear in the
book on facing pages, but are consolidated here for simplicity.
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Other
Marketing
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Pricing

Advertising &
Promotion

Sales &
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+ What value proposition will suit a

given market segment?

+ What list prices & discounts will

be established?

+ How will prices be set with respect

to the other mix elements?

+ Which programs will be used to

generate leads?

+ Which campaigns will be used to

drive website traffic?

+ Which sales people will be

deployed to sell the product?

+ What are the optimal channels

of distribution?

Future

Life Cycle
Performance
Indicators

Unit Volumes

Customer
Satisfaction

Market Share

+ What are the forecast volumes

by product/category?

+ What is the optimal sales mix?
+ What production capacity is

required?

+ What “net promoter score” or

equivalent metric will we track?

+ What items will we track on our

customer report cards?

+ What market share will we obtain

based on volumes and prices?

+ How will we grow market share in

desired market areas?

Strategic
Operational
Performance
Indicators

Product
Quality

Service, Repair,
& Return

Inventory
Management

+ How will we source and manage

our ecosystem partners?

+ What performance and quality

standards will we employ?

+ What are acceptable defect levels?
+ What service levels will we work

toward?

+ What are acceptable turnover

levels?

+ What are the decision criteria

for safety stock?
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Product Strategy Formulation

The product roadmap is deeply rooted in the strategy of the firm or the business unit in which you work.
It's a good tool to:

* Link market movements and strategic goals to the products, platforms,

+ and technologies required to execute on the strategy

*+ Represent the functional and nonfunctional requirements to the

* technical community and other concerned stakeholders

+ Align cross-functional team members so they can deploy the

* resources needed to support the product’s business

In short, roadmaps are good planning tools that integrate business and market information with the
evolution of product capabilities, technologies, and platforms. When used consistently, they can set the
stage for more effective prioritization and can set the cadence for the work to drive the future of the
product’s business. An integrated roadmap provides the holistic perspective to portray how many of the
elements of the product’s business will be assembled to address the needs of customers and the
challenges of groups of customers within broad market segments or geographies. These diagrams
represent templates you can use to assemble your strategically oriented product roadmap.

! Roadmap Element : WHAT : WHY : DATA

Main Market Drivers
Functionality
Features/Attributes
Design

Platform

Technology

i Components/
Building Blocks

i Roadmap Element § YEAR 1 f YEAR 2 : YEAR 3

Main Market Drivers
Functionality
Features/Attributes
Design

Platform

Technology

i Components/

i Building Blocks
Return to the Online
PMDR Community >>
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