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The evolution of iterative thinking

In our previous lectures, we explored the fundamental concepts of SaaS product design.
Now, we'll examine the historical roots and evolution of iterative thinking, tracing its
development from its origins to its application in modern software development

methodologies.

Two key concepts that laid the groundwork for modern iterative approaches are called
Kaizen and the PDCA Cycle.

Kaizen

Let's start with Kaizen. This Japanese term means "change for the better" or "continuous
improvement", and emerged as a business philosophy in Japan during the 1950s. At its
core, Kaizen embodies the idea that small, ongoing positive changes can lead to
significant improvements over time. This philosophy was instrumental in Japan's economic

recovery and the rise of companies like Toyota to global prominence.
Kaizen embodies several key principles. Let's explore some of them.
e Continuous improvement of all functions and involving all employees

At its core, Kaizen advocates for the ongoing improvement of all functions within an

organization, involving every employee from top management to front-line workers.
e FElimination of waste (muda)

This inclusive approach is coupled with a relentless focus on eliminating waste, known as
"muda" in Japanese, which can manifest in various forms such as overproduction, waiting

times, or defects.
e Standardization of best practices

Kaizen philosophy also emphasizes the importance of standardizing best practices, ensuring

that improvements are consistently applied across the organization.

e Use of empirical data to make decisions
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Next, critical to its success is the use of empirical data in decision-making processes,
promoting a culture of fact-based problem-solving rather than relying on assumptions or

intuition.
e Quality circles and team-based problem-solving

Finally, Kaizen encourages the formation of quality circles and team-based problem-solving
initiatives, fostering a collaborative environment where employees at all levels can

contribute to the improvement process.

These principles work together to create a dynamic, responsive organization that is

constantly evolving and refining its processes for greater efficiency and effectiveness.

Toyota's implementation of Kaizen principles stands as a primary example of how
continuous improvement can transform an organization. The company's approach embodied
aspects of the Kaizen philosophy, resulting in the renowned Toyota Production System
that would later influence industries far beyond automobile manufacturing.

At the heart of Toyota's Kaizen implementation was the principle of involving all
employees in the improvement process. From assembly line workers to top executives,
everyone was encouraged to contribute ideas for enhancing efficiency and quality. One of
the most iconic manifestations of this principle was the use of the "Andon cord" on Toyota's
assembly lines. This simple yet powerful tool allowed any worker to halt the entire

production line by pulling a cord if they noticed a quality issue.

Imagine if we applied this to SaaS development: What if every team member, from junior
developers to project managers, was empowered to suggest and implement small
improvements to the development process or product features? In practice, this might look
like a developer identifying a recurring bug pattern and implementing an automated test to
catch similar issues early in the development process. Or a customer support
representative, noticing a trend in user queries, might suggest a Ul tweak to make a feature
more intuitive. Product managers could use data analytics to identify underused features
and propose incremental changes to enhance their value. Over time, these small changes

could lead to significant enhancements in efficiency, quality, and user satisfaction.
PDCA Cycle

Building on the principles of the Kaizen, Plan-Do-Check-Act (or PDCA) cycle, provided a
more structured approach to continuous improvement. It involves four steps that guide
organizations through a systematic method of testing and implementing changes:
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1. Plan: Identify and analyze the problem or opportunity for improvement

The cycle begins with the "Plan" stage. Here, the focus is on identifying and analyzing the
problem or opportunity for improvement. This involves gathering data, understanding the
current situation, and defining clear objectives. Teams brainstorm potential solutions and
develop a comprehensive plan of action. This stage is crucial as it sets the foundation for
the entire process, ensuring that efforts are directed towards well-defined goals.

2. Do: Develop and implement a solution on a small scale

Next comes the "Do" stage, where the planned solution is implemented, but on a small
scale. This controlled implementation allows for a test run of the proposed changes
without risking large-scale disruption. It's essentially a pilot phase where the team puts

their plan into action, carefully documenting each step and collecting data on the outcomes.
3. Check: Evaluate the results and identify any lessons learned

The third stage, "Check," is where the results of the small-scale implementation are
thoroughly evaluated. The team analyzes the data collected during the "Do" stage,



comparing it against the expected outcomes defined in the "Plan" stage. This critical
examination helps identify what worked well and what didn't. The insights gained during
this stage are invaluable, as they inform decision-making for the final stage and future
cycles.

4. Act: If the solution was successful, implement it on a larger scale

The cycle concludes with the "Act" stage. Here, the team decides on the next steps based
on the results of their evaluation. If the solution proved successful, they implement it on a
larger scale, standardizing the new approach across the organization. However, if the
results were unsatisfactory or revealed new issues, the team might decide to begin the
cycle again. This stage embodies the essence of continuous improvement, ensuring that the

organization is always moving forward, learning, and evolving.

Let's apply PDCA to our imaginary SaaS product which is a CRM platform. We'd like to
develop a new feature, an Al-powered lead scoring system.

1. Plan: The team identifies a need for more accurate lead prioritization based on user
feedback and market research. They define the goal of increasing sales conversion

rates by 15% through better lead scoring.

In practice, our development team utilizes the PDCA cycle as follows: They begin by
thoroughly analyzing user feedback and sales data, which reveals that the sales team is
struggling to prioritize leads effectively. The product manager works with data scientists
and developers to plan an Al-powered lead scoring feature, setting clear goals for improved

conversion rates.

2. Do: They develop a prototype of the Al-powered lead scoring algorithm and

implement it for a select group of beta users.

In the "Do" phase, the team rapidly develops a prototype of the Al algorithm. They
integrate it into the CRM's backend and create a simple user interface for the sales team to
view and interact with the scores. This prototype is then rolled out to a carefully selected

group of beta users.

3. Check: After a month, they analyze usage data and gather feedback from the beta
testers.

During the "Check" phase, the team closely monitors various metrics. They track how often
the sales teams use the new feature, changes in response times to leads, and most
importantly, any shifts in conversion rates. They also conduct interviews with beta users to

gather qualitative feedback on the feature's usability and perceived accuracy.



4. Act: Based on positive results, they refine the feature and roll it out to all users.

Lastly, in the "Act" phase, the team convenes to review all the data and feedback. They find
that while the Al scoring has improved conversion rates by 10%, it falls short of their 15%
goal. User feedback indicates that the scores are helpful but the interface is confusing.
Armed with these insights, the team decides to refine the Al algorithm for better accuracy

and redesign the user interface for clarity.

The team then initiates another PDCA cycle, planning improvements based on their
learnings. This iterative process continues, with each cycle bringing the feature closer to its

full potential.

In summary, the principles of Kaizen and the PDCA cycle laid the groundwork for modern
iterative development methodologies in software. As we move into discussing Agile
approach, we'll see how these foundational concepts have been adapted and enhanced for
the dynamic world of SaaS development.



