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Choosing a Development Partner











The ins and outs of the RFP Process.























This paper lays out an overall framework within which a Request For Proposal (RFP) can be used to select a Development Partner.  While not strictly limited to the development of Internet related projects, it was written as a result of participation in several such large projects.





How the RFP process is managed in the early stages can have a dramatic impact on the outcome of the project.  In the case of Internet development projects, the short timelines typical in this space make clear planning and communication both more important and more difficult to achieve.  Hopefully the observations and guidelines in this paper will help you undertake these tasks successfully.
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Introduction


Using outside resources to assist in or lead the execution of development projects has become the norm in many companies.  The reasons are many; cost, time to market, the challenge of remaining abreast of rapidly changing technology. The need to expeditiously choose a development partner, negotiate a relationship and translate the theory of cooperation into practice is essential.  This note focuses primarily on the process of choosing a partner, and to a lesser extent on the negotiation process.  Project execution is too specific to be dealt with in this fashion; but, a good start is half the journey.





There are few black and white decisions in the world of business, compromise is a constant companion.  However, it is always important to know when you are compromising and to think through what is being compromised� and why.  In the following discussion, I will make no attempt to discuss decisions from the perspective of the challenges that they may uncover in the real world; each situation will be to a greater or lesser extent unique.  The intent is to clearly illustrate what the right approach in a general sense is, in order to allow the reader to more clearly see where failure to aggressively manage a situation might lead to “being compromised” rather than “compromising”. 





Why do you need a Development Partner?


Strange as it may seem, it is not unusual to see a group of senior managers united in their conviction that they need a partner, but each with a different idea of what they need that partner for.  Since the immediate course of action they all see is to find ‘the’ partner, they embark unanimously upon the process of searching for ‘the right’ partner.  Unfortunately, ‘right’ is dependent on the perceived need.  While this process may uncover their different perspectives, it is by no means guaranteed to do so, nor is it an efficient way to accomplish this in any case.





Can you manage a Development Partner, or do you need a partner to manage you?  Seriously consider what it means to manage in the particular situation.  Reliance on the perceived expertise of a senior manager to ‘take a look in now and then’ may be all that is needed in the case of a project similar to many done in the past with clearly defined and measurable challenges involving partners and business situations which are well known.  The same approach can lead to disaster in a project that is covering ‘new ground’.  Being overly conservative on this point is a good approach- it is always easier to re-allocate management time that is not needed than it is to rescue a large project that has run awry because of a lack of management oversight.  Whenever an outside partner is needed, it is appropriate to honestly access the situation with respect to your own organization’s ability and capacity!





What do you expect the development partner to do, and what is sometimes even more crucial, what should they not do?  Keep in mind that your expectations may vary over time, if for example, you plan on having significant knowledge transfer so that your own organization can play a more significant role towards, and after, the end of the development project itself.  A variety of potential partner relationships spanning a wide range are listed below.





‘Soup-to-Nuts’ – the development partner is expected to be responsible for everything from the requirements specifications through completed delivery with the only participation from your side being access to staff for the purposes of specification and later acceptance testing.


Development resources – the partner is expected to provide development resources to be managed by your own staff.


Staff augmentation – the partner provides extra hands to work within an existing organization.


Skill Augmentation & Training – the development partner provides key expertise unavailable in your own organization.  There may or may not be a requirement to transfer this expertise during the course of the project.








I have watched in amazement as, towards the conclusion of a status review late in the course of a large, complex and ‘behind schedule’ project, one that had suffered greatly from poor communications, the senior manager present stated that he also needed the developers to provide a “CD with sales presentations” for sales calls scheduled for the following week.  Bad timing, poor judgment, temporary insanity, no matter what you call it, all the work on carefully crafting timelines and resource allocations for a multi million dollar project was now floating through the air like confetti at a March wedding.





Because of the additional players & processes involved, managing a project in which significant resources from outside one’s own organization are being used represents more of a management challenge than performing the same project in-house.  More so than anyone else, senior managers have an obligation to ensure that resources under their direction are efficiently utilized.  They cannot be expected to understand all the details or technologies involved in undertakings they are responsible for, but they must be held accountable to create an environment in which they become aware of risks and actively manage them.  There can be many ways to do this.  I have had the pleasure of working with managers who will push hard, but listen and respond constructively to concerns that team members raise.  I have had the pleasure of working with managers who actively solicit concerns and risk/opportunity issues in such a way as to ensure they have both a good ‘feel’ for the situation and clear communication channels with all involved.  Whatever their personal style, the manager in charge of such a project should recognize that extra effort likely will be required on his or her part.





Project Scope – Who manages Who?


The scope and scale of the project for which a development partner is needed can vary from broad and large to narrow and small.  In cases where the contracting organization is capable of running the entire activity and only requires staff augmentation, or narrowly defined expertise, the challenge of choosing an appropriate partner, and managing the partner during the engagement are relatively straightforward.





In cases where the development partner is expected to manage the project, then the process used to choose the partner, the terms of engagement and the mechanisms for management put in place at the beginning of the engagement become crucial to the project’s chances of success.





In general, if the contracting organization does not know what it needs, then the partner is required to manage the process.  While it may appear obvious, be wary of the tendency to adopt a “we’re the customer” rationalization for ignoring or over-riding the advice of your partner.  





The RFP� Process


The ideal RFP process is one that allows sufficient time to develop a shared understanding of what is, and equally importantly what is not, involved in the task at hand and an understanding of the business context within which the development is to be undertaken.





The outcome from a successful process is the selection of a short list, three or so, potential partners, all of whom can be counted on to successfully complete the project.  The selection of the final partner can then proceed based on preferences and contract terms.  Completing the RFP process only to find a single potential partner can result in a very unpleasant situation should something unexpected happen; e.g. a bad reference, or a conflict of interest that surfaces, or failure to reach agreement on contract terms.





In developing the initial list of potential candidates, bear in mind the overall goal of finding at least several viable partners.  There are some pitfalls to avoid here:





Don’t put names on the list that you would not be willing to work with.  This includes existing vendors you are not happy with.  The frequent rationale here is that the vendor in question does not know of your misgivings, and to not include them would ‘telegraph’ this to them.  Inviting such a vendor to respond, and wasting the their and your time in preparing and evaluating the response, is compounding one management failure with another.


Don’t create a “one of each type” list.  For example, one big company, one small one, one generalist, one specialist, etc.. In n trying to combine two decisions into one process, you run the real risk of handling neither properly.





Additionally, the respondents need to be provided with sufficient time and access to demonstrate their understanding, capabilities and creativity.  While time pressures are often used to justify an accelerated (more likely an abbreviated) RFP process, this course of action is analogous to shortchanging the specification stage of a software development and can be as disastrous.  A two week window works well for most projects, although very large or complex projects might require significantly more time.  A rough schedule then looks like :





Weeks 1-2: Prepare the RFP, identify the vendor list & notify the vendors of your plans, get Non-Disclosure Agreements signed if appropriate.





Weeks 3-4: RFP delivered to the vendors prior to start of week 3 with responses due at the end of week 4.  During this time, the membership in the evaluation team is finalized and the evaluation criteria are developed.  Note that one or more people will need to spend significant amount of time responding to vendor requests for information.  Have all such questions go through a single contact person so that consistency can be assured.





Weeks 5-6: Evaluation of the proposals and the selection of the short list.  Acquire standard contract terms from the short list vendors & inform those vendors who did not make the short list.





Weeks 7-8: Vendor face-to-face presentations, final selection, reference checks & initiation of negotiations.





This schedule assumes that the challenge is sufficiently well understood that writing the RFP is not in and of itself a major undertaking.  While various stages may be longer or shorter in a specific situation, keep in mind that the quality of the responses is directly related to the time available for vendors to prepare them, and that the time required to properly evaluate a significant number of complex proposals and rank them in a team setting should not be underestimated.  It is a good idea to sketch this timeline out, modified as appropriate, at the beginning so everyone understands the process.





There are two main approaches to the RFP process for a complex project, the pre-qualification approach and the multi-stage (normally two stage) approach.  My preference is to use the multi-stage approach  whenever possible.  Because there may be situations in which the pre-qualification process is required, I will briefly describe what is different in this process and then spend more time on the multi-stage process since many of the issues are common to both approaches.





Pre-qualification Approach


In the pre-qualification approach, an informal process is used to develop a short list of potential candidates typically based on generic presentations made by the candidates.  Generic in the sense that the candidates know little if anything about the specific project(s) when they make their presentations or prepare their written materials, with the result that the presentations/materials are composed of general marketing and sales materials.  It is not unusual to find that one or more of the respondents has considerably more knowledge of the projects than the others, for example when one is an existing vendor to the organization and has simply been exposed to preliminary discussions.  This leads to a challenge in evaluating the respondents since the degree to which their presentations hit the right targets is based on uneven prior knowledge.





Pre-qualification puts the onus of the initial sub-selection almost completely on the shoulders of the contracting organization.  Going through a substantial number (a dozen or more is not unusual) independent presentations involving lots of people, without any consistent theme or structure, and then evaluating the materials presented represents a major undertaking.  Since the form of the presentations will not be consistent, prior to the presentations thought should be given to the evaluation criteria, and the evaluation process.  In terms of the evaluation criteria, the remarks made below in the section on the Multi-Stage approach apply equally well here.  In terms of the evaluation process, the normal warnings about making selections by ‘voting’ apply equally well here.  Given the nature of the information flow in this process, it is essential that the people involved in the choice, to the greatest extent possible, all participate in all presentations – this applies even more particularly to the senior members if there is any hierarchy.





If confidentiality is such a concern that even non-disclosure agreements are insufficient to allow a detailed RFP to be communicated to potential partners, then the pre-selection process may be the only viable approach.  However, in such a case, it may well be possible to write the RFP so as to mitigate confidentiality concerns.  Remember, it is only necessary that you receive the answers you need, and this can sometimes be achieved by asking questions that do not disclose highly sensitive information.





Be wary of slipping too easily into using the pre-qualification process.  Because this process requires no real planning or work to get started – just schedule the presentations, the innate desire to get moving can start the ball rolling in this direction without any serious consideration.  Caution should be exercised here; the pre-qualification approach may be easy to start, but it will during the course of the process require much more effort on the part of the contracting party than would the multi-stage approach.





Multi Stage Approach


The multi-stage process begins by identifying the potential candidate list and if, as is normally the case, confidentiality is a concern, putting in place non-disclosure agreements with each.  A detailed RFP is then sent to all candidates and they are given sufficient time (depending on the scale/scope of the project) to formulate a detailed written response.  It would be a particularly simple and small project that did not require at least two weeks for the preparation of a reasonably complete response.  Shortening the response time can result in much larger (physically) responses as the respondents take an ‘everything but the kitchen sink’ approach to responding.  Time is not saved.  





During the time the candidates are preparing their responses, an evaluation criteria should be developed.  This criteria, which need be no more than a single sheet identifying the major categories under which the responses are to be judged, serves two important functions.  Firstly, it forces the contracting organization to prioritize (not necessarily in list order) characteristics of the respondents and responses before the responses become available.  Secondly, having a consistent framework for how responses are evaluated and discussed later provides a good basis for comparison and evaluation – even if it is subsequently determines that the criteria themselves need to be adjusted.





One point I need to reiterate is that the evaluation criteria should be created before responses are received, otherwise it is possible that the criteria actually become a mechanism for rationalizing a choice which has already been made, possibly sub-consciously.





Have each team member evaluate independently, then caucus to reduce the list to between 3 and 5.  Give written feedback to all chosen and request that they prepare a presentation taking into account the feedback and any other instructions you feel appropriate, for example, you may have become aware that the RFP was incomplete or misleading in some area – this would be the time to correct things.  The respondents who did not make the short list should also be properly informed – failure to do this properly or in a timely fashion will only server to distract the team from proceeding as the members receive numerous telephone calls, emails and faxes from the unchosen respondents.





The RFP Itself


Depending on the specific project under consideration, the RFP itself may be rather general or very specific and detailed.  In cases  where the  project is well defined, for example the re-implementation of an existing system on a more cost efficient or scalable platform, then the RFP should be as specific as possible.  In cases where the project is less well defined, realize that you are, whether you realize it or not, looking for a partner who can help clarify the vision.  In the latter case, it is a mistake to try to force detail into the RFP (e.g. by giving lots of potential options), rather acknowledge the challenge and solicit the assistance of the respondents. The manner in which respondents address the areas of ambiguity can both be helpful to you, whether in the end you choose that partner or not, and can be strongly indicative of the manner in which you can expect the partner to work with you.





It is important to avoid un-grounded buzz - for example "must enable highly effective personalization" , or "support flawless E-commerce".  While such phrases may well have had their place while the rpoject was being sold internally – they add nothing at this stage.  Use examples or analogies instead.





While the major effort involved in the development of the RFP concerns what is required, it is also important to say what is not involved.  The description of what definitely is not involved can dramatically improve the focus of the responses.  This avoids wasting time both in the respondents and in your own evaluation of the responses.  It may also solicit unexpected input from the respondents sometimes such unexpected input is very valuable. Obviously, this should only be done where the situation clearly warrants it.  In cases where there is some question as to what should be covered, clearly state this and ask the respondents to suggest mechanisms or arguments to help clarify the options.





Constraints


Constraints can be time, resources (including but not limited to costs), and environmental�.  Constraints may also be hard or soft.  When not working under severe time constraints, one can be less specific about resource constraints, resolving significant pricing or staffing issues for example in subsequent iterations of the process.  However, if time is not abundant, then every effort should be made to avoid the need to iterate because of inappropriate resource assumptions.  This being said, many managers are hesitant to indicate budgets in an RFP for fear of either only getting high end bids, or conversely for fear of convincing potential respondents to not bid.





Obviously, the specific situation will dictate the best course of action.  However, some techniques which can be used to minimize needless iteration are:





General statements of the need for either 'cost effective' or 'standard setting' implementations; provide the respondent with the opportunity to bracket resource requirements.


Indications on the potential business scope and scale (e.g. Advertising supported  internet site with 10 million PV/mnt); also provide the respondent with the opportunity to bracket resource requirements, to provide alternatives & staged execution plans.


Ask for a range of options, e.g. low, medium or high, based on the marketplace uncertainty (for example).


Ask for a staged implementation plan.








Evaluation Criteria


It is easy to underestimate the effort involve in reading and evaluating the RFP responses.  The more people involved in the evaluation process, the more work is involved.  It is essential to ensure that when the responses are received that a process has already been agreed upon and prepared for handling them.  Make a reasonably prioritized list of the issues which are perceived to be important in the evaluation process.  Once  the responses are received, the process leader can quickly review one or two of the responses with respect to the evaluation criteria.  This can sometimes prompt the addition or re-definition of specific elements.





The items on the priority list obviously will be dependent on the specific task at hand.  However, an example priority list is shown below.  Note that the ‘scoring’ is simply +/-/na. While there are other schemes that can be used, the important thing is not to use a numeric scheme – otherwise people will, in their strive for simplicity, add up the scores to find ‘the winner’ .  The object here is not to find ‘the winner’, rather it is to weed out the losers.  One other point to note is to encourage people to put down their comments, both concerning individual points and concerning the response as a whole.  Without these notes available when the responses are being discussed by the group valuable observations may be forgotten.





Item�
-�
na�
+�
Comment�
�
Other similar projects completed�
�
*�
�
New division, in business 3 mths�
�
Single vendor proposal�
�
�
*�
With other divisions (??)�
�
Quality of Creative�
�
�
*�
Excellent�
�
Strength of DB expertise�
�
-�
�
Nothing special�
�
Strength of UI expertise�
�
-�
�
Same�
�
Design office in HOU�
�
�
*�
�
�
Price�
*�
�
�
High end of budget�
�
Completion Date�
�
�
*�
Seems very optimistic�
�
…�
�
�
�
�
�
…�
�
�
�
�
�
Overall Comments:


























�
�



Example evaluation worksheet.








Once all responses are received, the responses and the evaluation criteria should be copied to all members of the team involved in the evaluation process.  Guidance should be provided before the start of evaluation on how the process will work, what the schedule is, and what is expected of everybody.





The process of selecting the respondents for the next round should be in a group session by consensus (think about this when selecting the group participants).  The first effort should simply be to eliminate from discussion the poorest of the responses – simply ask for suggestions as to which responses should be immediately dropped from consideration.  Once this has been done, the next stage is to go over the remaining respondents one by one – asking each person in turn to explain their scoring.  Once this has been completed, then determine if there are any respondents whom the group feels should definitely go into the next round.  Keep iterating in this fashion – alternately cutting down the list of candidates by eliminating and then promoting.  Since the goal is to pick ‘the best 3 or 4’ as opposed to ‘the winner’, this mechanism provides sufficient flexibility to accommodate a wide variety of opinions.  However, maintaining overall faith in the process is more important than cutting the list down to exactly three; in cases where one or more of the group feel strongly about a particular respondent it would be best to expand the list of candidates.





Face to Face Presentations


The written RFP, the evaluation process, and some checking of the respondent’s work in other similar situations should be sufficient to determine that the respondents in the second round are capable, in theory, of delivering on the major project goals.  The major focus then of the face-to-face round is to determine how well ‘theory’ might translate into ‘practice’ in this specific case.  Obviously, this is not to say that the face-to-face presentations may not cause re-evaluation of a respondent along the categorizations used in the evaluation criteria.  In terms of translating ‘theory’ into ‘practice’, the individual personalities involved and the organizational processes employed by all parties come prominently into play.





To the greatest extent possible, people involved in the face-to-face presentations should, on all sides, be the people who would be involved in the project.  Having the ‘A Team’ do the presentation only to find you are working with the ‘B Team’ can be rather disappointing.  Aside from that concern, it is important to see how the parties relate to each other.  People are very good at identifying other individuals with whom the will not be able to work effectively; listen for and encourage discussion along these lines, it can provide valuable forewarning.  However, be careful not to try and analyze the issues giving rise to these feelings – to do so will only discourage the free flow of information.  Keep in mind also that ‘bad chemistry’ between various parties may represent a management challenge, it certainly does not automatically disqualify a respondent. 





Of equal importance to the interpersonal issues raised above are organizational process issues.  Different organizations can have very different approaches to communication, planning and risk mitigation; knowing how your partner(s) handles such issues before making a final choice is important.  Keep in mind that partners who specialize in project work, particularly if it is fixed-fee based, must have rigorous project management processes in order to stay in business.  Understand these processes, and your obligations under them, before you start working together.





Final Choice 


Irrespective of the process used to choose the finalists, a point comes at which the final choice is to be made. At this point, various strategies can be pursued depending on the overall quality of the respondents and the number of viable candidates.  It becomes obvious to all concerned  that the field of possible ‘contractors’ is narrowing down.  At some point, this narrowing down leads to your losing bargaining ability.  Care must be taken to avoid being in the position of having ‘chosen’ the contractor, having this be apparent to the contractor, and still having significant negotiation challenges, monetary or otherwise.  The clock has been ticking all along, and by this time the contractor may well be in a better position to negotiate than you are.   Get as much as possible accomplished and issues eliminated before this point in time – in particular, have potential partner’s provide their standard contracts and have these reviewed by your own legal staff while you are still well positioned to negotiate strategic issues.





Negotiations


Handling the negotiations for a large project is a complex and demanding task outside the scope of this note. It is not unusual to have the negotiation be handled or led by people other than those involved in the selection.  In such a case it is important to properly communicate to the negotiating team what the major issues and concerns are – what are you prepared to give on (price for example) and what do you want to get in return (expedited delivery). 





One other role that the selection team can perform is to estimate what the project should cost across its various components.  If this has not already been done (some companies have a practice of asking internal divisions to respond to RFPs), then it should be done prior to the negotiations.  This will provide the negotiating team with a basis upon which to determine where to push for reductions, or modifications.





It is always best to complete the negotiations and execute all contracts prior to beginning work.  Sometimes this proves impossible due to time pressures.  In a case where the contracts have not been finalized prior to the start of the project, they should be completed as soon as possible thereafter.  This may sound obvious, but as soon as the project starts, the energies of those involved tend to go into the work as opposed to the ‘paperwork’ .  Remember however why contracts are used in the first place – to deal with problems should they arise. Waiting until a problem has surfaced before trying to finish the contracts is sloppy management to say the least.  Unfortunately, in my experience, it is not at all uncommon.





Project Kickoff


The partner has been chosen and the project is about to start – now is the time to start things off right.  Take the opportunity to re-iterate the project importance and goals, and to lay out how you expect the various team members to work together.  Bear in mind that one of the most valuable things you can instill in the team is the willingness to share freely their ideas and concerns as the project progresses.





Conclusion


As the project gets down to work, it is very important that management does not lose interest as other tasks begin to come to the fore.  If you are not the manager responsible for the day-to-day management, but are senior, be careful to avoid the appearance of being a ‘drop in manager’ .  Your participation should be primarily as a listener, staying in touch with overall progress and issues.  Should you become concerned, work through the day-to-day management to resolve your issues.  Plan on increasing your availability to participate in the project in its startup phase so that misconceptions or misunderstandings can be eliminated from the beginning, and towards the end of the project - this is the period in which the approaching delivery dates can cause the pressure level within a team to rise dramatically.  During the interim, stay abreast of the general status of the project, but let the team do its work.
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� As a verb  “compromising” is normally considered positive.  As an adjective the concept of “being compromised” is universally considered negative.  Make sure you are actively “compromising” rather than passively being “compromised”.


� Request for Proposal – a solicitation of proposals to undertake and accomplish a specific task provided to a set of potential contractors.


� Environmental constraints in this case refer to constraints imposed by the environment in which the system is expected to operate, for example there may be requirements for inter-operability with legacy systems, ease of use requirements dictated by the staff involved, security or privacy policy compliance requirements.
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