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In this document we will explain how to develop a project charter. The project charter
is used to formally initiate a new product development (NPD) project.

What is the project charter?

NPD is risky. After all, the goal is to develop something new, something that does not
exist in the market at all, or at least is not yet offered by your company, nonprofit or
government agency. Therefore, it makes sense to clarify what you want to do, why you
want to do it, who cares, and how you are going to do it before you start.

By its very name, new product development is always a journey into the unknown.

So, imagine you propose a voyage of scientific discovery. Your funders will want

some idea of the direction you are going, how long you plan to be exploring, what
experiments you plan to carry out, what you hope to discover; or, in other words, what
new products or services you plan to develop. They will also want to know what crew
and additional specialists you will need, as well as the other supplies and resources
common for long voyages. If you can provide answers your funders find acceptable,
they may accept your proposal and authorize the mission. That is what a project
charter is: a proposal for a voyage of discovery. If there is a “catch,” it is that, if the
project charter is approved, you will be expected to deliver what you have proposed.

In The Wide Lens,' Ron Adner describes three main types of risk that apply to NPD.
Execution risk refers to the ability of your organization or company to actually
conduct NPD. Adoption risk refers to whether the intended customer segments will
actually buy the product or service, and whether the intended end-users will deploy it.
Co-innovation risk refers to the ability of vendors, suppliers and partners to provide
what you need as part of your NPD and, if necessary, to conduct their own NPD to
develop consumables or other essential products or services for you to effectively
deploy your product or service. The project charter addresses all three risks.

The project charter defines what will be developed, why it should be developed,

to whom it will be sold, and why they will buy it and use it. This means the project
charter can be a tool for addressing adoption risk. It also defines the metrics that will
be used to judge whether the project is successful, and what the scope, duration and
budget for the project will be. It clarifies who are the in-house team members, and any
contractor, vendor or partner members of the team. It specifies who is responsible

for the project and what spending authority they have, meaning it can be a tool for
addressing execution and co-innovation risks. Once the project charter is signed off
by an authorized manager, the team can begin the NPD project. As such, as Figure 1
shows, the project charter is developed during the ramp-up to a formal NPD project,

1 Adner, R., The Wide Lens: What Successful Innovators See That Others Miss, Portfolio; Revised edition (June
25,2013).



at the very beginning of the NPD process. The first gate for the NPD process is the entry into the
Idea stage, and sign-off on the project charter is the key to passing through that first gate.

Figure 1: Stages and gates. The blue arrow shows where the Project Charter tool is used, at the
very beginning of the NPD project and entry into the Idea stage. The orange arrow shows the
gate where the project charter needs to be signed off to move forward to the next stage.
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The project charter presents the general product or service idea that is to be explored in
the Idea stage, which in turn leads to a product concept. At that point, the project charter
and the action plan (see Tool 2: Action Plan, which is also developed at the very beginning of
an NPD project) can be reviewed and amended as appropriate. After this review, and after
any appropriate changes have been made and approved, the project charter and action plan
together constitute what is also known as a product innovation charter.

The data for the project charter comes from the experience and insights of the NPD project
team and from mission statements, strategic plans and other documents from the entity that
will carry out the NPD project. Some additional market research may be conducted by team
members to prepare sections dealing with which customer segments will be targeted, and

why they will buy this product or use this service. Other people in the company, organization

or agency may be consulted to develop budget and schedule estimates. But at this point,
everything is preliminary. The goal here is to get approval to explore the idea further and in
more detail. If the Idea and Screen stages go well, approval can be sought to move to the Design
stage, the Development stage, and the rest of the NPD process.

How do you enter data in the Project Charter tool?

Upon opening the tool, the first tab, entitled “Project Charter,” is a spreadsheet which contains
the project charter template (see Figure 2). Almost all the work is done on this tab. A second
spreadsheet, on the “Notes and references” tab, is for additional data you may need, things to
follow up on, and sources for web-based data or analytical methods. As you work with this tool,
it may be necessary to resize some cells to fit the data you wish to enter.

The project charter template covers eight things that are important to know before you start
spending money on an NPD project:

—_
~

What product or service is being developed?

Why it is being developed?

Who will use it?

What metrics will be used to define success?

What resources will be required?

Who will perform this work?

What is the anticipated schedule for completion?

Who is leading the effort, to whom will they report, and from whom will they get approval to
move forward?
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In the following discussion, remember that there is no pre-filled data in any of the tools in the
Toolkit. All the data is entered by the user who has applied the general principles discussed here
to the specific circumstances of their proposed NPD project. That said, these tool descriptions
use data from completed workbooks from a biofuels example to illustrate what the tools look
like once data has been entered, and to show how to interpret the results.
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Figure 2: The “Project Charter” tab of the Project Charter workbook using the
biofuels example.

Project Charter

Product or service being developed

We are developing a mobile mini-factory that converts organic matter from municipal or farm solid waste into biodiesel,
ethanol, or h?/drogen. This system utilizes a fungus - or potentially other organisms - to extract valuable oils from
municipal solid waste and agricultural waste. The components and subsystems of the mini-refinery are commercially
available. We plan to license the fungus or another suitable organism from Remarkable Biofuels LLC or a similar company.
Alternatively, we might collaborate with a university or research institute to develop a proprietary organism. Multiple units
can be connected to create a larger-scale system. We will sell both the production unit and the consumable organism. The
system will be equipped for remote monitoring and control and will include on-board diagnostics to identify emergin

or existing issues. We will develop our own suite of sensors and software for operations, preventive maintenance, an
troubleshooting.

Business case for developing it

There remains strong demand for biofuels for transportation in the near- and mid-term due to environmental concerns
and associated government incentives. Energy independence is also a factor. In addition to government support for clean
energy, we may be able to secure government funds to support start-up and early-stage operations. Product quality
standards are established and well-known. Hydrogen continues to be a viable option, particularly for rural areas, as a
clean transportation fuel. Even if electric power becomes the norm for transportation, hydrogen can still be used to power
generators that produce clean electricity. The technical approach we are pursuing has been pioneered by Remarkable
Biofuels LLC in the United States, which makes the technical risk manageable. There are abundant sources of waste
streams, and some crops we could use can be grown on land less suitable for food or other economically valuable uses. We
envision two primary exit strategies for the company: taking the biofuels business public, potentially through a spin-out,
or selling the business to a larger company. The company could also choose to retain and expand this product line.

Targeted customer segments and why they will use it Success metrics

We are targeting farms and waste collection and 95 percent customer endorsement for the product after one
treatment centers because these customer segments year, with a two-year payback period for customers facing
are likely to have substantial amounts of biomass and ongoing fuel costs. After this period, the fuel will be available

also purchase diesel fuel to operate vehicles, generators, at below-market prices. The product offers an above-industry-
and other equipment. The economic benefits for these average return on investment (ROI) for small companies and
segments will be most immediate, as no transportation refineries, making it an attractive option for investors.

is required to deliver the biomass to the mini-factory.

Additionally, the output can be used internally to reduce

or eliminate out-of-pocket expenses, which can be a

significant cash flow drain.

Abudget of USD 2.3 million has been established for new  Ayubu (Bu) Zubiran, Project Team Leader; Sarah Lao,

product development (NPD). Of this amount, USD 300,000 Engineering and Technical Research Expert; Roberto de la

will come from the founders, with the remainder to be Manago, Market Research and Business Development Expert;
raised from government sources and private investors as  Dieter Mench, Logistics Expert; and Gwendoline (Gwen) Jones,
needed. The NPD project team will have the authorityto  Finance, Budgeting, and Administrative Assistant. The team
spend uﬁ to USD 20,000 without additional authorization  will have access to Harriet Goldman, Design Consultant;
during the Idea, Screen, and Design stages. New spending Quincy Algiers, Production Engineering Consultant; Lupelele

limits will be set for subsequent stages at the end of the ~ Hana, IP and Legal Consultant; and David Muro, Training
Design stage. Consultant, as needed and within budget. The Senior Manager
for reporting purposes and funding is Komen Saetang.

Preliminary project plan Target date: 28/02/21 Actual date:
Product or service concept 31/05/2021 31/05/2021
Design project 31/10/2021

Operational prototype for test 31/10/2022

Tested and evaluated product or service 31/03/2023
Launch 30/05/2023

Submitted by Bu Zubiran, Project Team Leader Approved by Komen Saetang, Manager
Date 21/01/2021 Date 30/01/2021

Before entering data into the template, think about what is driving your NPD project. This
Toolkit uses an approach to NPD where meeting the needs of customers and end-users is what
drives the process forward. By meeting their needs, you can provide something of value to
them, and because of that, when they buy it or use it, you will generate value for your company,
nonprofit or government agency.

Therefore, before you begin to enter data, think about what you hope to offer to the people who
will use the product or service you wish to develop. How are you meeting their needs? Think
about your product or service in terms of the core benefit it will offer, and the tangible and
augmented features needed to deliver that core benefit (see Figure 3).

The core benefit is what makes it worthwhile to use this product or service. For example,
suppose you want to develop an innovative electric kick scooter. If the core benefit is its use for
commuting rather than recreational fun, that suggests one set of features. Recreational use
suggests a different set of features, although it will likely overlap to some extent with the set for
commuting. The point is: the features vary depending on the core benefit to be provided.



Tangible features generate the performance, ease of use and price necessary to realize the
benefit. Tangible features also reflect the criteria buyers will use when deciding which of the
various competing products and services on the market to buy. For example, a commuting kick
scooter needs to have skid-resistant tires that work safely in the rain. One for recreation may not
need these, as the user is unlikely to ride it on rainy days. Foldability, so you can carry it into the
workplace and store it there, is likely a desirable feature for a scooter you would use to commute
to work. Foldability is probably not very important if you are only using the scooter for recreation.

Figure 3: Core benefits offered by a product or service, and examples of the tangible and
augmented features that deliver them.

Augmented features
Service

Credit

Brand Name
Customer Support
Installation

Delivery

Warranties .
Core benefits

Tangible features
Price

Quality

Packaging
Ease-of-use
Performance

Source: Courtesy of Foresight Science & Technology.

Augmented features are the “nice to have” things that make it easier for a potential buyer

to become an actual buyer. If the kick scooter is going to be used for commuting, same-day
servicing in case of problems will be a significant advantage. While servicing is always an
important feature, a same-day service is probably not as important for a recreational user. On
the other hand, prompt delivery may be important for both kinds of users.

Ultimately, the only way to be sure about what core benefits will best suit your intended users,
and which features will be important for them, is to conduct market research. Tool 3: Voice of the
Customer is used as a basis for that market research. But you need to have some ideas about
what your intended users will want and some reason for believing these will have longevity
before you start an NPD project.

Now you are ready to start entering data.

Sections of the project charter

The first section of the project charter is entitled “Product or service being developed.” For this
section, the product or service should be described in sufficient detail that management - and
everyone who will work on the project - clearly understands what the final product or service
will be. What is being sold in the case of a company, or provided in the case of a nonprofit or
government agency? It is useful to begin with the core benefit to be provided and include the
most important tangible features necessary to realize that core benefit.

Tool 1/ Project Charter
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Figure 4: “Product or service being developed” section from the Project Charter workbook
using the biofuels example.

Product or service being developed

We are developing a mobile mini-factory that converts organic matter from municipal or farm solid waste into biodiesel,
ethanol, or hydrogen. This system utilizes a fungus - or potentially other organisms - to extract valuable oils from
municipal solid waste and agricultural waste. The components and subsystems of the mini-refinery are commercially
available. We plan to license the fungus or another suitable organism from Remarkable Biofuels LLC or a similar company.
Alternatively, we might collaborate with a university or research institute to develop a proprietary organism. Multiple units
can be connected to create a larger-scale system. We will sell both the production unit and the consumable organism. The
system will be equipped for remote monitoring and control and will include on-board diagnostics to identify emergin

or existing issues. We will develop our own suite of sensors and software for operations, preventive maintenance, an
troubleshooting.

The next section of the project charter is entitled “Business case for developing it.” This section
addresses two questions. The first is why buyers will want to buy this product or service and
end-users use it. What unmet or underserved needs does this product or service address? What
market drivers are at play? The second question is why your entity - your company, nonprofit or
agency - should be the one to develop it. How does it make money or help meet the mission of
your entity?

Figure 5: “Business case for developing it” section from the Project Charter workbook using
the biofuels example.

Business case for developing it

There remains strong demand for biofuels for transportation in the near- and mid-term due to environmental concerns
and associated government incentives. Energy independence is also a factor. In addition to government support for clean
energy, we may be able to secure government funds to support start-up and early-stage operations. Product quality
standards are established and well-known. Hydrogen continues to be a viable option, particularly for rural areas, as a
clean transportation fuel. Even if electric power becomes the norm for transportation, hydrogen can still be used to power
generators that produce clean electricity. The technical approach we are pursuing has been pioneered by Remarkable
Biofuels LLC in the United States, which makes the technical risk manageable. There are abundant sources of waste
streams, and some crops we could use can be grown on land less suitable for food or other economically valuable uses. We
envision two primary exit strategies for the company: taking the biofuels business public, potentially through a spin-out,
or selling the business to a larger company. The company could also choose to retain and expand this product line.

The “Targeted customer segments and why they will use it” section defines the initial group of
customers being targeted. Taking the electric kick scooter example discussed above, the content
of this section would vary depending on whether you were targeting commuters or recreational
users.

Figure 6 shows this section using the biofuels example. At the top of the figure, the completed
section found in the Project Charter workbook using the biofuels example is shown. Here,

the initial targeted customer segments for this project are farms, and waste collection and
treatment facilities. The bottom of the figure describes a different potential customer segment
based on targeting mass transportation and government vehicles. Note that if the potential
customer segment in this second example was the intended initial customer segment, then the
“Product or service being developed” section and the “Business case for developing it" sections
would be different too. For a project targeting mass transportation and government vehicles,
the product or service being developed might be a locally produced biofuel, not the mini-
refinery, and the “Business case for developing it” section would list the ability to provide locally
produced biofuel using the innovative mini-refinery as part of the reason why this company
should be in the biofuels business.

Figure 6: Description of two alternative initial targeted customer segments using the
Project Charter workbook. The top image shows what is in the biofuels example provided as
part of the Toolkit. The bottom image is colored green to make clear that it is not from the
biofuels example provided in the Toolkit.

Targeted customer segments and why they will use it

We are targeting farms and waste collection and
treatment centers because these customer segments
are likely to have substantial amounts of biomass and
also purchase diesel fuel to operate vehicles, generators,
and other equipment. The economic benefits for these
segments will be most immediate, as no transportation
is required to deliver the biomass to the mini-factory.
Additionally, the output can be used internally to reduce
or eliminate out-of-pocket expenses, which can be a
significant cash flow drain.




Targeted customer segments and why they will use it

We are targeting f)ublic mass transit and government
vehicles. Due to climate change awareness, these
customer segments are early adolpters of greener fuels
and to some extent, biodiesel is already established in
these sectors. However, the associations representing
these targeted customer segments have stated their
members have trouble finding adequate supplies. By
adding the use of locally collected wastes for recycling,
reducing transportation charges and emissions required
to bring biofuel from large refineries located further
away, we should have both a price and an environmental
competitive advantage.

The Project Charter tool can be used for an NPD project that addresses a single initial target
customer segment or multiple segments. That said, even with multiple segments, the targeted
customer segments should be identified by characteristics or needs that can be effectively
addressed by the same core benefit provided by the product or service being developed. In
the biofuels example for an NPD project, the initial target customer segment was defined

as potential customers that have biomass available and currently have to buy fuel, such that
they could benefit from purchasing mini-refineries that can use onsite biomass for onsite
biofuel production. There were two targeted customer segments: farms and waste collection/
treatment centers.

In some cases, you may have a platform technology and be developing it to address multiple
distinct potential customer segments. Where these segments have different needs and seek
different core benefits, you should determine which segment presents the best initial market
opportunity in terms of both ease of NPD and ability to generate profits and gain significant
market traction. To illustrate this, the biofuels example could also target mass transportation
and government vehicles as a different potential customer segment, where the “Product or
service being developed” section would describe the biofuel they desire, not a mini-refinery, and
the “Business case for developing it” section would describe the demand for biofuels in these
customer segments and the ability to produce and provide biofuel using an innovative scaled-
up version of the refinery as a reason why this company should be in the biofuels business.
However, if the core product is the mini-refinery, the project charter should focus on customer
segments whose needs are met by the mini-refinery. In other words, the whole project charter
needs to be coherent - so if you change one cell in it, you must then determine what changes
need to be made to all the other cells.

To the right of the “Targeted customer segments” section is the “Success metrics” section. These
metrics define how you know the project has resulted in value being generated, both for buyers
and end-users, and for your entity. Usually, these metrics are set in consultation with the manager
who will have approval authority over the project. Depending on the size and importance of the
NPD initiative, other managers may be involved as well. An example is shown in Figure 7.

Figure 7: “Success metrics” section from the Project Charter workbook using the
biofuels example.

95 percent customer endorsement for the product after
one year, with a two-year payback period for customers
facing ongoing fuel costs. After this period, the fuel will
be available at below-market prices. The product offers
an above-industry-average return on investment (ROI) for
small companies and refineries, making it an attractive
option for investors.

If you do not have metrics at this time, then the methodology for scoring and screening product
ideas using the balanced scorecard tool (not part of this Toolkit) is a good way to develop them.
A balanced scorecard allows you to define a set of success metrics for your project rather than
just using a single one. If you do not know how to make a balanced scorecard, you can refer

to section 1.4 “Product idea scoring and screening using the balanced scorecard” in Module

I1I “Integrating public domain knowledge into product development processes” of the WIPO
publication Using Inventions in the Public Domain: A Guide for Inventors and Entrepreneurs (2020).

Moving further down the spreadsheet, the next section on the right is entitled “Scope, budget
and spending authority.” Scope describes how far through the NPD process this project will

Tool 1/ Project Charter



Toolkit on New Product Development and Inventions in the Public Domain

run. The usual presumption is that the project will run through the entire NPD process, but

if the presumption is different, for example if the project scope is to generate a prototype or
completed product but not to launch the product, then you should note that. Budget refers to
just that. Be aware that something will always glitch or go wrong in NPD simply because you are
doing something new. So, plan your budget to ensure you have sufficient contingency funds. A
rule of thumb is between 10 percent and 50 percent depending on how similar this is to other
projects your entity has done before, the experience of the team, how mature the technology
to be used is, and other variables. Finally, “spending authority” addresses how much the Team
Leader can spend against budgeted amounts without prior management approval.

Figure 8: The “Scope, budget and spending authority” section from the Project Charter
workbook using the biofuels example.

Scope, budget and spending authority

A budget of USD 2.3 million has been established for new
product development (NPD). Of this amount, USD 300,000
will come from the founders, with the remainder to be
raised from government sources and private investors as
needed. The NPD project team will have the authority to
spend uﬁ to USD 20,000 without additional authorization
during the Idea, Screen, and Design stages. New spending
limits will be set for subsequent stages at the end of the
Design stage.

The “Team members” section is where you give everyone who will participate in NPD a role.
Everyone listed should be identified by their name and role on the team. It is important to
include both employees and non-employee consultants, contractors and partners. If you do not
know who will fill a role, say so. That way, members of the team together with management can
determine if all the competencies needed to complete this project will be on the team.

Figure 9: The “Team members” section of the Project Charter workbook using the
biofuels example.

Team members

Ayubu (Bu) Zubiran, Project Team Leader; Sarah Lao,
Engineering and Technical Research Expert; Roberto de
la Manago, Market Research and Business Development
Expert; Dieter Mench, Logistics Expert; and Gwendoline
(Gwen) Jones, Finance, Budgeting, and Administrative
Assistant. The team will have access to Harriet Goldman,
Design Consultant; Quincy Algiers, Production
Engineering Consultant; Lupelele Hana, IP and Legal
Consultant; and David Muro, Training Consultant, as
needed and within budget. The Senior Manager for
reporting purposes and funding is Komen Saetang.

The final substantive sections deal with the project timeline. The first column defines the major
milestones for the NPD project, and the second column gives the anticipated completion date.
Because the project charter will be used to make sure the project remains focused on what it is
supposed to be developing, the third column records the actual completion date of a milestone.

Figure 10: Timeline sections from the Project Charter workbook using the
biofuels example.

Preliminary project plan Target date: 28/02/21 Actual date:
Product or service concept 31/05/2021 31/05/2021
Design project 31/10/2021

Operational prototype for test 31/10/2022

Tested and evaluated product or service 31/03/2023

Launch 30/05/2023

The spreadsheet ends with places for two signatures. The first is the Team Leader or whoever
is submitting the project charter for approval on behalf of the team. The other is for formal
authorization to proceed by whoever has the authority to give this.



Figure 11: Signature sections at the bottom of the Project Charter workbook using the
biofuels example.

Submitted by Bu Zubiran, Project Team Leader Approved by Komen Saetang, Manager
Date 21/01/2021 HETL 30/01/2021

How do you interpret the data in the Project Charter tool and use
it in your NPD process?

In Lewis Carroll's Through the Looking Glass, there is this delightful passage:

“When I use a word,” Humpty Dumpty said in rather a scornful tone, ‘it means just
what I choose it to mean - neither more nor less.’

‘The question is,’ said Alice, ‘whether you can make words mean so many
different things.

‘The question is,’ said Humpty Dumpty, ‘which is to be master - that's all.”

While the debate about trying to find a definitive meaning might be fine in fiction, it is a
nightmare for NPD. If you do not know what you are trying to develop, for whom and why, the
odds of reaching a successful outcome are very low. A good project charter can reduce some
of the potential risks associated with undertaking an NPD project. The team and management
should agree on the meaning of terms and expectations found in the project charter, to help
all parties interpret data in the project charter and data collected during the NPD process. The
project charter should be approved before the formal authorization of an NPD project, and
then reviewed again at each subsequent gate at the end of a stage in the NPD process. If the
project is not on track after any stage, within budget and otherwise aligned with the project
charter, then the project should be halted until these issues are resolved. A resolution either
brings the project back into alignment with the project charter - possibly with modifications
to the schedule and/or budget - or the project charter is revised and the new version must be

authorized. If there is no resolution, then a No Go decision is made and the project is canceled.

Even the best project charter does not guarantee success. But it does let you know when you
are veering off track, falling behind schedule, heading over budget, or otherwise getting into
trouble at some stage of the NPD process - and at which point you need to think about how
to rectify the situation or cancel the project before you end up wasting time and money on
something that is unlikely to succeed.

[te}
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