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Agenda

1. Telecom product development:

a)
b)
c)
d)
e)
f)

g)
h)
i)

Why are new products required

Product development issues

End-to-end process overview

Importance of framework and market focus
Steps in product cost model development
Key data required

Modelling approach

Next steps post modelling

Product development process improvements
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Why are New Products Required?

Carriage
Only

Install Managed
Service Service

Prevailing prices for

various coffee offerings

75¢-$1.50 $2-$5

Per Cup Per Cup

Service Experience
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Product Development Issues
-

EXECUTION
- Customer / W - Additional
requirements complexity
- Business - Process
opportunities development
- Competitive =~ [ ESSR=~en L a===mT - 0OSS/BSS
pressure “““::::EE iam-e- interoperability
- Extra Revenue o iieemmmmt —=aallllIT - Staff training

- Resource constraints
- Priority conflicts
- Funding issues

The cost of lost revenue & opportunities needs to balance or outweigh the cost of
doing the work, including the consideration of timing & resource availability.
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Importance of Framework

CUSTOMERS
Phase 1:
Market Research
CUSTOMER MARKET
- Competitors FOCUS FOCUS

- Customers

- Competitive Position ‘

- Value Proposition

INTERNAL COMPETITOR
VIEW FOCUS

Level of
Insight COMPETITORS
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Example Product Development Framework

Phase 1
Market

Research and
Concept
Development

PHASE 1: Market
Research and
Concept
Development

* Market Analysis
* Idea Generation
and Idea
Screening

* Concept
Development &
Feasibility Study

Phase 2
Business
Case

PHASE 2:
Business Case

* Strategy
considerations

* Business
impacts incl.
staff, systems,
technology, legal
and other issues
* Business case
risk assessment
* Financial
analysis (cost,
revenue, pricing)

Phase 3 Phase 4
Product Solution
Requirements Definition
and Project and
Management Design
PHASE 3: PHASE 4:
Product and Solution Design
Business and Planning

Requirements
Document (PRD)

* Project
Planning (time,
resources,
costs...)

* Product
Requirements
Document (PRD)

* Technical
solution
definition and
design

* Business
systems solution
definition and
design

* Product
description

Phase 5 Phase 6
Solution Product
Build and Launch&
Ops. Lifecycle
Readiness
PHASE 4: PHASE 6:
Solution Design Launch &
and Planning Lifecycle
Management
* Technical .
] * Commercial
solution
. Launch
definition and
) * Product
design .
i Lifecycle
* Business
Management
systems
solution
definition and
design
* Product

documentation
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Creation of Best Practice Development Framework

Telecom Project Example Requirements Characteristics Impact Porcus Growp ] . P
Complex Product (eg. High CAPEX spend, lots of planning & Suggest use of traditional waterfall . G- a
New fibre IP VPN design required, strong product framework and workflows with stages and . oEa
network required) management, vendor and engineering approval gates and dedicated project =
engagement required. management resource. — —
Simple Product (eg. Low CAPEX, small amount of planning and Use waterfall framework for the overall E E
Change of CPE model on design, some vendor and engineering project while applying agile for specific - —
ADSL service) engagement required. project tasks or sub-tasks such as — .
development of new CPE test plan, CPE — —
testing, and documentation. -
Product Feature (eg. New Low CAPEX, some amount of planning and Use agile based workflow given software E
online product reporting mainly IT design, some vendor and IT product component and IT systems -
portal functions) engagement required. impact. Overlay with gating stages to

ensure quality and consistent
documentation of deliverables.

Product Pricing Papers ~ No CAPEX, no planning & design and no  Due to relative simplicity of the task and

(eg. change to Broadband engineering or external vendor non-iterative nature of tasks, a simple
Internet price plans) engagement. Finance approval may be  waterfall workflow would be sufficient to
required. cover all the tasks and gate approvals. 1 Sta rt W|th Structu re
Product Exit (eg. exit No CAPEX, some planning & and low Simple tasks but requiring precision .
legacy ATM product) amount of engineering or external vendor around execution due to customer impact. 2 . ReV|eW an d com p I ete
engagement. Very significant impact on ~ Waterfall workflow would work best lead . .
existing customers. by an experienced project manager to 3 . | m p rove W|th Ag| Ie (fo r
ensure minimal customer impact.
Product Lifecycle (eg. Some lifecycle CAPEX, limited Considering repetitive nature of lifecycle some Ssu b-ta S kS)
ongoing management of engagement of engineering, IT & vendors. tasks such as monthly reporting, .
a living product) Senior management high visibility. forecasting, market reviews etc... a simple 4 B U b UY'| N an d agree me nt

agile workflow can be used.

See: http://parcusgroup.com/blog/best-telecom-product-management-framework
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Business Case Financial Analysis

The purpose of financial analysis is to as accurately as possible identify and estimate

future revenues and costs from the new product, thus having a direct impact on the
return on capital, which is being sought.

Business Case Cost Factors:

- Link to Service Creation Guide: Section 2.04 (MS Word)

Key Tips:

- Where do you get each of the above components?
- How reliable and ‘market based’ is your data?

- Depth of view?
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Step 1: Model Alignment to Product Portfolios

Ll
MAI N M EN U Developed by:
SAMPLE PRODUCT COST MODELS Parcus Group
Model Version: 1 Updated: 1st Jan 2015
VOICE PRODUCTS OTHER PRODUCTS DATA PRODUCTS INTERNET PRODUCTS MOBILE PRODUCTS
A1. Landline (Postpaid B1. Co-Location C1. MPLS D1. Internet (ADSL E1. Mobile
A2. Landline (Prepaid B2. Internet C2. |IP VPN D2. Internet (Satellite
A3. Fixed Line PBX B3. Cable 1 D3. Internet (Mobile
A4, Fixed Line Radio B4. Cable 2 D4. Internet (WiMax & Hotspot|
AS. Fixed Line Satellite BES5. Dark Fibre D5. VAS Offerings
BC1. Leased Lines

Data gathering note: must gather all the billable product entities in the business and
consolidate to an agreed view
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2: Define Product Unit Cost View

Data gathering note: must gather all product unit options available for inputs into
modelling (eg. number of services, minutes of use, bandwidth, download...)

Voice products Wholesale products
Al. Landine A2 Landine | A3. FixedLine PBX | A4 Fixedline | A5 Fixedline | AB. Fixed Line
(Postpaid) - incl. - : h ) - : ; . B1. Co-Location B2. Internet B3. Cable B4. Cable
. ) (Prepaid) Incl Indial Radio Satelite Public Phone
Fixed Wireless
Unit cost (Montly) £ 253 [£ 747 [£ 6.69 [ £ 175.88 [ £ 345.17 [ £ 1,166.67 [ £ 52711 [ £ 111.82 [£ 9,722.22 [£ 2,243.59 |
Unit cost (Annual) £ 30.41 [ £ 89.64 | £ 80.24 [ £ 2110.55 | £ 414201 £ 14,000.00 | £ 6,325.30 [ £ 1,341.85 [ £ 116,666.67 | £ 26,923.08 |
Variable cost £ 100,000.00 [ £ 100,000.00 | £ 100,000.00 [£  100,000.00 [€  100,000.00 [£  100,000.00 [£  100,000.00 | £ 100,000.00 [€  100,000.00 [£  100,000.00 |
Semi-variable cost £  1,000,000.00 [€  1,000,000.00 [£  1,000,000.00 £  1,000,000.00 [€  1,000,000.00 [£ 1,000,000.00 [ £ 1,000,000.00 [£  1,000,000.00 [ £  1,000,000.00 [ £  1,000,000.00 |
Fixed costs £  1,000,000.00 [£  1,000,000.00 [£  1,000,000.00 [£  1,000,000.00 [£ 1,000,000.00 [ £ 1,000,000.00 [ £ 1,000,000.00 |£  1,000,000.00 [£ 1,000,000.00 [ £  1,000,000.00 |
L cos £  2100,000.00 £ 2100,000.00 £  2,100,000.00 £ 2,100,000.00 £ 2,100,00000 £ 2,100,000.00 £ 2,100,000.00 £  2,100,000.00 £ 2,100,000.00 £  2,100,000.00
Physicals I _|
Calls [ [ [ |
Minuites of Use \ | | | |
Ends in operation
Services in operation 60,048 | 23,427 26,173 995 | 507 | 150 | 332 243 18 78
Average bandwidth
Available bandwidth 1,565
Number of customers | | \ | | |
NOTE: (n'rt cost calculation above based on Services in Operation (SIO) count
A1 - includes 63,673 PrePaid SIOs
B2 Tiare unit cost based on Average BW bought (excluding free Google Link)
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3: Define Per Product Complete BUs View

Includes:
- Variable & Fixed Cost Views
- Business Unit Costs Views per Product (eg. engineering, marketing etc...)

- Product Profitability Margins in S and %
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4: Define Key Platforms Costs View

MAI N M E N U Developed by:
SAMPLE - PLATFORM UNIT COST MODEL Parcus Group

PLATFORM UNIT COST
PLATFORM
ADSL CDMA Fibre Internet MPLS PSTN Radio Satellite Wimax MSAN CABLE CABLE 2
Total Attributable platform costs £ - HHEHHHE R

Annual Platform Unit Cost: Per SIO [£ 96370 £ 99260 £ 21769 £ 12685| £ 38710[ £ 44251 | £ 177.35| £126656 [ £ 62230[ #DV/OI £ 16214[ £ 7660 |

Bandwidth (Mb) | \ \ | £2,269.96 | £7,396.25
call £ 0.46
Minute of Use £ 0.26

PLATFORM UTILISATION BY PRODUCTS

PLATFORM
Platform unit PSTN - incl.
PRODUCT SI0's cost ADSL CDMA Fibre Internet MPLS ISDN) Radio Satellite Wimax MSAN PIPE APNG2
A1. Landline (Postpaid) - incl. Fixed Wireles| 10000 £ 589.44 £ - £ - R £ - £ - i e f - £ - £ - s R
A2. Landline (Prepaid) - Telicard 10000 £ 580.44 £ - = - R £ - £ - b s - £ - s - i
A3. Fixed Line PBX Incl Indial 10000 £ 589.44 £ - = - R £ - £ - b SR f - £ - s - b
A4 Fixed Line Radio 10000 £ 58944 £ - 5 - SR F - £ - SRy Rty § - £ - s - e R
A5 Fixed Line Satelite 10000 £ 144437 £ = 5 B AT £ B £ = THEHHHHRIHE T T £ = s B HHHHHHHHE T
AB. Fixed Line Public Phone 10000 £ 58944 £ = 5 B AT £ B £ = HHHHHHTS T £ B £ = s B HHHHHHHHE T
B1. Co-Location 10000 £ - £ - £ - £ - £ - £ - E - £ - £ - £ - £ - £ - £ -
B2. TIARE ISP Internet 10000 £ 521118 £ - £ - HHEHERAH R £ - E - AR £ - £ - £ - HHEHHREE
B3. PIPE Cable 10000 £ 447.28 £ - £ - R £ - £ - £ - £ - £ - £ - £ - R £ -
B4. APNG2 Cable 10000 £ 641.35 £ - £ - R £ - £ - £ - £ - £ - £ - £ - £ - R
BS5. Dark Fibre 10000 £ 0.33 £ - £ - £ 326528 £ - £ - £ - £ - £ - £ - £ - £ - £ -
B6. Inmarsat / Mobilesat 10000 £ - £ - £ - £ - £ - £ - £ - £ - £ - £ - £ - £ - £ -
C1. Leased Lines (incl. MPLS & Sat) 10000 £ 208516 £ - £ - R £ - R £ - HHRRRRH R F - £ - s R
C2.IP VPN 10000 £ 1,155.76 £ - = - £ - R £ - £ - s - i
C3.X.25 10000 £ - £ - = - £ - £ - £ - £ - £ - = - £ - s - £ - £ -
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Required Financial Data

You will require:

- Full GLs for the business including summary as well as source GL data

- COGS Data

- Access to staff, managers and other experts who may be able to assist with sourcing of
required information

- Key categories of costs where detailed breakdown would be recommended:
o Depreciation breakdown
o Electricity breakdown
o Motor vehicles
o Network support contracts
o Staff costs and HR Org charts details
o Property costs, water, insurance, rates etc
o Financial costs, loans, interest, bad debts, impairments
o Marketing spend breakdown or budgets
o Other costs
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Required Engineering & Other Data

Engineering / Operations Data Required:

a) Network platforms types & details (network & design diagrams, BOMs..)
b) Key network platforms usage (based on engineering traffic usage stats)
a) Key links by type eg. fibre, copper, satellite...
b) Traffic stats and usage on all key links
c) Traffic stats by type on key links (data, internet, mobile, voice...)

Other Data

a) Staff to complete timesheets or use survey approach
b) Number of services by product (as per item 2)
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Modelling Approach

Obtain all data

Allocation process
a) Where possible allocate costs direct to products (eg. Residential Internet)
b) Where not possible allocate to product family (eg. Data products family)
c) Where not possible allocate to platform (eg. fibre, ADSL....)

Aim is to get as much into direct cost. So allocations will be done from that point only
for cost where direct product attribution is not possible. Target for the final model,
indirectly allocated costs will comprise <30% of total costs.

Allocations will be done on several levels
a) Platforms usage (based on engineering trafic usage stats)

b) Platform type (eg. depreciation based on line-by-line data checks of all cost
items)

c) Staff based on timesheet or survey approach
d) Number of services by product (SIO) approach
e) Revenue and costs weighted average approach

Parcus Group



Staged Development

1. Introduction & data collection
a) ldentify key staff and conduct briefing on the project requirements and business
impact
b) Data collection based on this briefing
c) Meetings with key business unit heads to seek their support and assistance (to
be organised by CEO, COO or CFO)

2. Model development
a) Regular progress updates
b) Escalation and support
c) Work in progress communication and briefings

3. Finalised model presentation
a) Finalised model and key findings & recommendations presentation face to face
b) Presentation to CEO and leadership team
c) Optional presentation to board of directors
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5: Detailed Costs By Product and all
GL Input Costs Reconciled

Product 1 Product 2

Product 3 ETC...

TOTAL
TAIL OW.ESALE OHL AHOU

TOTAL
TAIL OW.ESALE OHL AHOU

TOTAL
TAIL OW.ESALE OHL AHOU

EH HOTES EH HOTES EH HOTES

FRODUCT REVENUE FRODUCT REVENUE FRODUCT REVENUE

14000 TakalDiata Loars Fenonas Trezas 33322 14000 TakalDiata Loars Fenonas Trezas 33322 14000 TakalDiata Loars Fenonas Trezas 33322

15200 Loars Lino IP -WiaZaksllits treass FrYee] 15200 Loars Lino IP -WiaZaksllits treass FrYee] 15200 Loars Lino IP -WiaZaksllits treass FrYee]

15204 Mokils Cavsite Ravanus FYTTey FrYee] 15204 Mokils Cavsite Ravanus FYTTey FrYee] 15204 Mokils Cavsite Ravanus FYTTey FrYee]

TOTAL PRODUCT REVEHUE I TaETeT Frrey TOTAL PRODUCT REVEHUE I TaETeT Frrey TOTAL PRODUCT REVEHUE I TaETeT Frrey

PRODUCT EIPENSES PRODUCT EIPENSES PRODUCT EIPENSES

Carewf 4 Cart uf Gumds Suld Cart uf Gumds Suld

21600 00BE-Le-aredData Girzuit AFNHE+ MAINT srez 1313 3133 21600 00BE-Le-aredData Girzuit AFNHE+ MAINT srez 1313 3133 21600 00BE-Le-aredData Girzuit AFNHE+ MAINT srez 1313 3133

21601C0GS- Lo arcdData Gir it Fipe spEEs 1333 3333 21601C0GS- Lo arcdData Gir it Fipe spEEs 1333 3333 21601C0GS- Lo arcdData Gir it Fipe spEEs 1333 3333
DakaSab. Soru ESF treas 11is Frerey 21602 00GS VSt IFLDaka Sab. Soru ESF Salomans rly $EEES 3133 Frerey 21602 00GS VSt IFLDaka Sab. Soru ESF Salomans rly $EEES 3133 Frerey

FPLFibre +SpoctrumLiconss Carks $ Satallits Urage __ SEEES 3333 ey

FPLFibre +SpoctrumLiconss Carks $ Satallits Urage __ SEEES 3333 ey

Tatal Curt uf Gumds Sal [rrs [rrs [rrs
Trees 2ie I Trees 2ie I Trees 2ie I
a2z 133 ey a2z 133 ey a2z 133 ey

Focruitmont Expanres Focruitmont Expanres Focruitmont Expanres

Training Exporrer rres 33 23332 Training Exporrer rres 33 23332 Training Exporrer srezz 111z 23332

E Othar HR Fiul Othar HR Fiul
I [rrs cr Ralutad Exponsas T e cr Ralutad Exponsas T [rrs
tad Expanrar tad Expanrar

Tatal Praperty Rontal Expenros Tatal Praperty Rontal Expenros Tatal Praperty Rontal Expenros

Praporty Charqes srees siid ey Praporty Charqes srees siid ey Praporty Charqes srees siid ey

o s 1i Frerty Securiy Carer T Frerty Securiy Carer T Frerty

OvhorFrapery; OtharFrapers; OtharFrapers;

Tutal Fr =3z 333 =33 =3z 333 =33 =3z 333 =33

mca R

Finanze Charass trrzz 111: Ty trrzz 111: Ty trees 1iis [T

Forsian Excchangs GainfLars

Inruranze & Tanatinn Che rrees 1ier ey rrees 1ier ey rrees 1ier ey
a3 138 [rrs a3 138 [rrs a3 138 [rrs

i Faur i aar i aar

Canrulbant Fear srez 1313 3133 Canrulbant Fear srez 1313 3133 Canrulbant Fear srez 1313 3133

FuditFeor FuditFeor FuditFeor

LeqalFour LeqalFour LeqalFour

OtharFrafasrinnalFesr OtharFrafasrinnalFesr OtharFrafasrinnalFesr
I [rrs 1 Faur I [rrs 1 Faur I [rrs

Matar Matar
Trees 2ie I Trees 2ie I Trees 2ie I
OthorYehiclo Carts OthorYehiclo Carts
a2z 133 ey a2z 133 ey a2z 133 ey
| Ralutsd Expansar
srez 1313 3133 srez 1313 3133 srez 1313 3133
Wahicle Hira Carts Wahicle Hira Carts
treas 113 Frerey treas 113 Frerey treas 113 Frerey
ted Exponsas e ted Exponsas e ted Exponsas [rrs
mrar Expanrer Expanrer

Direct Purcharer af Matarial Fielated 2 Admin Direct Purcharer af Matarial Fielated 2 Admin Direct Purcharer af Matarial Fielated 2 Admin

Office fudminPurchares Office fudminPurchares Office fudminPurchares

Oehar Beneral Admin Exponrer kFartage T 3133 Oehar Beneral Admin Exponrer kFartage T 3133 Oehar Beneral Admin Exponrer kFartage T 3133

Starer leruar & Gonds in Tranrie & WrinaOFF Starer leruar & Gonds in Tranrie & WrinaOFF Starer leruar & Gonds in Tranrie & WrinaOFF

Froiaht Duty Cartr Froiaht Duty Cartr Froiaht Duty Cartr

Othor Star

Tataim 3z 333 233 3z 333 233 3z 333 233
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TOTAL IN CATEGORY

DIRECTLY ATTRIBUTABLE

s

aarLan

Allocations Reconciliation

r
PR

INDIRECTLY ALLOCTED s T miy
[ALLDCTED % 3% 7351% || 39072 | 430% | o000k | GBE0% | 8583% | w000z | Wm3ix | 7830% |
Irmpraved result 50,000,000
after keamn leaders survey
0,000,000 -
70,000,000 -
£0,000,000 -
50,000,000 -
[ 1| 30,000,000 -
5
30,000,000 -
20,000,000 -
10,000,000 -
B INDIRECTLY ALLOCTED  m DIRECTLY ATTRIBUTABLE -4 - J—J——-——-—
& e 2 > & Y &
S & L A &
@“@ ® @ o & & & & &
& o & <+
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Next Steps Post Cost Modelling

Establishment of Activity Based Costing to enable
future automation of product costs capture

Example High Level Dictionary For Data Capture

Activity Based Costing - Dictionary For Data Capture

Activity (mandatory) Product (and/or) Portfolio/Platform (and/or)
Billing (including credit check, collections) A1 Landline Voice A VOICE
Engineering (all activities) A3. Fixed Line PBX B. WHOLESALE SERVICES
Finance (all activities incl. pricing) B51. Co-Location C. DATA PRODUCTS
IT (general systems work) B2. Internet Wholesale D. INTERNET PRODUCTS
IT (product specific projects/platforms work) BC1. Leased Lines (Wholesale) E. MOBILE PRODUCTS
Management (HR, staff. strategy. planning...) C1. Leased Lines (Retail) F. OTHER
Marketing (all activities) C2. 1P VPN Access - Radio
Operations: Service Assurance (all activities) D1 Internet (ADSL) Access - Copper
Operations: Service Implementations (all activities) D2. Internet (Satellite) Access - Fibre
Other not listed D3. Internet (Mobile) Access - Satellite
Product Management {all activities) D4. Internet (WiMax) Access - Mobile
Project Management (all activities) D5. VAS Offerings Transmission - Radio
Property management and related property activity E1. Mobile 3G/4G Transmission - Copper
Sales Retail (all activities) F1. Other revenue Transmission - Fibre
Sales Wholesale (all activities) Transmission - Satellite
MPLS & IP VPN
ADSL Network
ISDN Network
Property (Commercial and Residential)
IT Systems (all)
Other

Parcus Group




Product Development Improvements

Manual:

* Develop and implement detailed product development framework and process
* Include templates for each activity

* Seek business agreement and alignment from other business units

Automated:
 Software based product management platform
 http://parcusgroup.com/product-management-software

Parcus Group %
Parcus Grout < @ BOA = Sl CUFECYCLE ) &!D[_u
P o o = oo g e {eibru ==
. : s e a
e [8] #rovew =
=3 A
| oveoe | | vew |
 oveos | | v | 29
| o | | view | ¢ B Actual Revenve
| overas |  view | e -
e 5 Bl A 0l I 7 o
=3 = Budger Reve
= = H W B ¥ e —
== fe) ‘
== =
£ m Actual Revenue Performance
== | view |
== | view | o, o, 0,
s &= 20 50% 99.4 v99.4% +99.5% +99.6%
ot stura | =
== = E3
| vt sarea |
ot s |
=
o=
== =
i

Parcus Group



http://parcusgroup.com/product-management-software
http://parcusgroup.com/product-management-software
http://parcusgroup.com/product-management-software
http://parcusgroup.com/product-management-software
http://parcusgroup.com/product-management-software

Thank You

Our contact:

Parcus Group
lgor Glavanic
WWW.parcusgroup.com

And for more information plerase visit:

http://parcusgroup.com/product-management-training
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