Agile Value Scoring;:
Harnessing Change to enhance Customer Value

S M Kripanidhi

Overview

In this paper I am presenting a simple and practical two-stage numeric
subjective feedback mechanism “Value Scoring”, which can be used in any
Agile development method to improve actual value delivery to your
stakeholders. We have used it in real projects, and the results are very

satisfying.

Background

Software development was initially focussed on delivering lines of code to
meet requirements. As complexity and size of software projects grew, there
was a shift towards creative problem solving, and towards engineering
paradigms.

This led to a series of challenges of the assumptions that formed the basis of
traditional software engineering process frameworks and standards.

To address this change in the software solution development paradigm, Tom
Gilb (www.gilb.com ), first conceived his ‘Evo’ model in the late 60s, which
was later formally published in 1976 [1]. The Evo model was to better enable
management of such ‘solution ideation’ and ‘systems engineering’ in
development of software solutions, evolutionarily.

The Evo model integrated the concepts of incremental and iterative software
development with the PDSA approach (plan-do-study-act) [12] that mandated
a feedback and learning cycle at the end of each iteration, and caused a cycle
of continuous improvement, incrementally.

This resonates with what we today study as empirical evolution in ‘complex
adaptive systems’ [10].

The Evo Model for software development offers a comprehensive

management framework for empirical evolution of a software solution by a
cross-functional team working collaboratively with customers, striving to
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incrementally evolve the right solution (one that provides value) for their
customers, through active iterative feedback, learning and change.

The fast changing market and technology scenarios made traditional
sequential models of software development seriously handicapped in their
ability to deliver value for money to buyers of software solutions [11].

With a focus on ‘customer value’ and ‘software economics’, the emerging agile
methodologies initially in part inspired by Tom Gilb’s Evolutionary Model-
Evo [13], have become a popular alternative to traditional software
development.

The key focus of agile principles [2] is to enhance value delivery to customers
by:

(a) Development teams actively collaborating with customers to better
understand their value perceptions, so that they can meet customer
expectations correctly.

(b) Focussing on communication, relationships and motivation to enhance
people productivity in an empowered, self-organizing, cross functional,
collaborative team environment

(c) Harnessing change to enhance value for customers

(d) Creating an empirical process environment that yields continuous
improvements through iterative feedback, learning and change.

While in theory, the rationale behind each of the concepts in the ‘agile value
system’ is practical and sound; its ability to deploy successfully, and work in
organizations with a traditional mindset, has seen some roadblocks.

Understanding “customer value” in a software development context has been
the main shortcoming for decades [11]. Since customer value is a key
imperative in agile, lack of this understanding can make all other agile
concepts unproductive.

I am attempting to resolve this key problem by a simple set of proven practices
that agile teams can implement in their agile projects, to significantly enhance
their ability to anticipate and understand customers’ value perceptions
correctly and to be able to deliver the right value at the right time to their

customers, incrementally. This will hopefully give the agile customers, a
higher return on their investments.

What is ‘Customer Value’?

The simplest definition of Customer Value I found was to say:

Value is what the ‘customer’ enjoys paying for

Sometimes the customer concept is extended from ‘paying customer’, to ‘the

receiver of a defined service or product; the next group in a value chain’. It is
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our belief and that of for example Gilbs’ and others [14] that the well-intended
‘customer’ (not just ‘user’) concept is a serious mistake. The realistic and
applicable concept is ‘stakeholder’, and there are many of them — dozens!
‘Stakeholder Valued Value’ should be the realistic objective of development.

‘Customer Value’ is also a very complex and volatile term to get a tangible
definition that can hold good universally. What the customer values and how
much value they perceive in a product or service can change with time and
context. Different customers can attach different value perceptions on the
same product or service at different points of time.

When I am hungry, I may attach a higher value for food that I eatin a
restaurant while I may not attach a higher value to the same food at the same
restaurant when I am not hungry or not in a mood to eat food. I may also
perceive higher value for the food I ate in the restaurant, if the service at the
hotel was pleasant. Aspects of convenience, responsiveness, assurance
through past good experiences, looks and feel of the service environment also
affect customer value perceptions [3]

Value perceptions of customers are affected by what they expect from the
product or service they buy. Therefore in ‘Service Quality Management’ it is
said that “anticipating, understanding, meeting and exceeding customer
expectations” is delivery of ‘Customer Value’.

In the software development context we always go by what the customer says
he wants. This is treated as the explicit requirement specifications. Many
times even when software is delivered exactly as per specifications, it may not
deliver value. In requirements engineering it is noted that “many times
customers do not know what they want” [4]. Therefore the requirements
engineer has to explore, evolve, elicit, elaborate, understand and validate the
integrity of customer requirements during a study. The customer perceives
and realizes value only when he gets what he truly needs. But this may not be
what he conveys as his requirements.

So, we have to understand, and close the gap between, what the ‘customers
say they want’, and ‘what they expect to get for the money they pay’. If they
get what they expect, and it serves their purpose, they realize or perceive
Value in it. If they get what they said they had wanted, but it does not serve
their purpose or meet their expectations, they do not perceive or realize Value
in it. [5]

Harnessing Change to enhance Customer Value
Incremental and iterative software development is said to flatten the ‘cost of
change curve’in software development. [6] In agile, we go one step further

and harness change to enhance customer value. [2]

How is this done? Here is a storyline I use to illustrate this concept.
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John is a tall handsome guy and is very particular about what he wears. He
spends a lot of time in the malls finding the exact kind of shirts and pants he
aspires to wear. One day he walks into a boutique and is scanning the shirts
on display. Finally he finds one that closely matches what he wanted. He
tries it on and decides to buy it as he finds the price reasonable.

The boutique salesman tells him that he has to provide a feedback on the
purchase before he leaves.

The feedback session goes thus:

Salesman: “Did you get exactly what you wanted, Sir?”
John: “Sort of yes, may not be the perfect shirt I was looking for”.

Salesman: “What would you want changed in this shirt?”

John: “The colour of it....I wanted this kind of blue (he points to another shirt) but that one is
not my size. I also wish that this shirt did not have the pocket. I don’tlike pocket on my
shirts”.

Salesman: “Can you wait for a day. I will have a shirt made exactly of the kind you desire, if
you please. It will cost you 15% more than this shirt. I can have that delivered to your home
tomorrow”.

John: “That would be great. At leastI will get what I wanted”. (John pays the money in full
and leaves).

Next day at the same time, a courier delivers his new shirt and he finds it
exactly as expected. Within the parcel, he also finds a letter saying that he is
welcome to call them if he is not satisfied with the shirt or wishes to have it
further modified anytime later. The boutique also requests feedback on the
shirt delivered to John.

A week later the salesman calls up John to find out if he got his shirt right.
He also offers to customize it for him further, if John finds a need for it.

John: “Thanks buddy. The shirt seems good but it would have been better if it had a formal
collar and white buttons instead of these dark blue ones. That would have made it real close
to the perfect one I aspire for”.

Salesman: “Thank you Sir. Iwill surely have this done. If I can collect your shirt tomorrow at
your residence, Iwill have it modified and deliver it to you the next day. It may cost you
another 15%”.

John: “Hey! That’s great. I am truly enjoying your service. Go ahead and do this for me”.
The shirt is collected, modified and returned to John the next day and its
charges are paid for by John. He also thanks the salesman in ensuring that
he got a wonderful shirt, exactly what he wanted.

A week later the salesman calls up John again for feedback on his shirt. This
time John tells him that he is very happy with the shirt and it is near perfect.

The salesman coaxes him again if he wished something was better.
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John: “I have one more point, if this shirt was a little longer, it would have tucked into my
trousers better. It tends to slip out of my waist sometimes though it not a major problem”.

Salesman: “I would love to have it modified for you to a few inches longer. I will also shape it
up a little so it is stays tucked well. I can do that for you for a small fee”.

John: “Wonderful. That would be really really great”.

Finally John gets a shirt that he always wished for that ultimate occasion.

The perfect one! He had no other shirt that so perfectly matches what he had
always aspired for. He loves going back to this boutique for all his new buys.
He says he finds real “value for money” only in this shop.

That was the story.

But in hindsight, can we use the same concept to delight our customers in an
agile project?

Yes, we can .

How to build ‘Customer Value’ in Agile?

In an agile project, the teams build and deliver customer value incrementally
and iteratively on a PDSA approach (Plan-Do-Study-Act). In the ‘concept
ideation phase’ [7] of a solution development lifecycle, no one knows what will
meet customer expectations upfront. The customers may be as ignorant of
what they may really need, as are developers. So here is how we build
‘Customer Value’ in Agile.

Harness Change to Co-create Value (John’s boutique style)

At the end of each iteration, agile teams have an iteration review with the
customers. They show the customers what they built in the iteration and seek
acceptance from the customers on each story. They demonstrate the running
of each acceptance criteria, story by story, as was specified in the story cards /
product backlog.

The customers now get what they said they wanted in the stories. However,
this may not be exactly what they expected. And unless they get what they
really, but perhaps implicitly, expected, and it really works for them, they will
not realize genuine value from it.

Specifications are met; but expectations may not have been met.
How do we close this gap? To do this we have to understand the reasons why
developers are unable to meet real customer expectations although they are
able to meet customer requirements specifications consistently [9]

Here is the ‘Value Scoring’ practice that we can follow to bridge this

gap.
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After the iteration demo and review, we will seek an additional set of feedback
from our customers. On each story that they accepted (all tests passed), we
ask them to rate their level of satisfaction on a 10 point scale , as to what
extent each story met their real expectations and served their purpose.

This will reveal the customers’ hidden aspirations. The customers might also
learn what more they may need to serve their purpose better, only after using
what we give them. They might like to have the features built with better
performance and quality levels so that the features or functions are more
useful to them [8]. They expected to have such improvements delivered with
the current functionality, although they did not realize that before.

Without performance or quality improvements, the features we gave them,
may not meet their original purpose (solution to their problem) for which
they wanted it in the first place. Note that many stories (‘functions’, features,
use cases) are not core business functionality. They are actually ‘design’
intended to improve some qualitative aspect of the system, like usability or
security. The delivery may simply tell that the design was not as effective as
they hoped.

The team’s goal in an iteration is to have customers rate every story to a
minimum score of 9 out of 10 in having met their expectations fully, and
fitness for its purpose. For all the stories that the customers rate less than 9,
the teams should explore how they could enhance its value.

For each story rated less than 9 by the customers, the team poses a question to
the customers:

“What should we have done differently or additionally in this story
to be able to get 10 out of 10 from you on this story?”

The Customer is usually happy narrating his woes, or clarifying his
expectations, point by point. The team notes down each point as a new wish-
list and considers adding them as new stories in the Product Backlog, or at
least considers what to do and if it is worth it. Teams may iterate one story
through several iterations to get 10 out of 10. But they are enhancing
Customer Value every iteration, as their score on the feedback improves with
each new iteration of the story, and the Customer is hopefully enjoying paying
for it through those iterations.

I was very happy to hear what the developers said after this practice was
piloted in their agile projects for over a couple of iterations: [anc]

¢ We always wanted to save money for our customers. We never knew that
they could enjoy paying us more for the changes they wanted.

e Our customers are learning what they truly need, by trial and error
through these iterative sessions and they are feeling very happy about it.

¢ We can now tell you why they want, what they say they want.
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They enjoy giving us their satisfaction rating and love to suggest what we
might do differently to get a better rating. These sessions seem to be the
most useful and enjoyable for all of us.

We never knew how little we knew about our customers and their needs.
These sessions helped us understand our customers’ expectations better.
With the introduction of this new practice of customer feedback in
iteration demos, we now see more customer stakeholders are attending it.
Earlier we had only one customer attending our demo sessions, now more
customer representatives come in to give us their wish-lists during demos.
They seem very enthusiastic about this new approach.

And the customers too were raving about it. They said: [anc]

The teams are now more responsive to our real needs

They are now better able to anticipate what we expect from each story.
Our collaboration with the team has significantly improved over the last
few iterations, after we set up this practice.

We collect feedback-rating from actual users of the features and give it to
the team, along with their new set of wish lists, with a delay of one
iteration.

We never imagined that we could change, refine and learn so much more
about our own true needs. This was a good R&D for us in our product
feature planning phase.

The teams were always keen to prove that they were getting all the stories
right without any bugs. Now they are more empathetic towards what we
say we want in terms of changes to those features.

This is how we should build software. Only a few features but we get them
to work perfectly, exactly the way we want, through several iterations of
changing and refining the same feature.

This practice is also very useful for the teams to understand customer value
perceptions in a context. Over time, this understanding gives them the ability
to anticipate and understand their customers’ expectations better. With such
iterative value creation, the teams learn more about their customers and the
customers too learn and discover more options for their own true needs. This
mutual empathy, responsiveness and assurance enables creation and delivery
of true value for customers in agile, collaboratively.

It also nurtures the true value system in agile software development and
achieves customer delight evolutionarily.

I will be happy to receive your feedback and comments on this innovative
‘Value Scoring’ practice that significantly helps us within agile teams, to
deliver real value to customers in agile projects. You can reach me at

kripa@binaryessentials.com
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