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THE R&D EFFICIENCY AND
INNOVATION ROI DIAGNOSTIC

Measuring Whether Your R&D Spend
Is Creating Value or Consuming Capital

20-Question Diagnostic | 5-Page Assessment

Score Your Organization 1-5 Across Four Dimensions

Identify Gaps and Build Your Action Plan
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QUESTIONS 1-5

Section A: R&D Investment
Strategy and Portfolio Management
Do You Know What You Are Spending on R&D — and Is It Aligned with Strategy?

R&D is simultaneously the most important and least measured investment category
in most organizations. Companies spend 10-25% of revenue on product development
but cannot articulate the return on that investment with the same precision they

apply to marketing spend or capital expenditure. The System CFO brings financial
discipline to R&D without stifling innovation — measuring inputs, outputs, and
outcomes with appropriate rigor.

A. R&D INVESTMENT STRATEGY AND PORTFOLIO MANAGEMENT

e Total R&D investment is quantified comprehensively — including
engineering salaries, contractor costs, tools, infrastructure,
and allocated overhead — not iust the amount capitalized on

o R&D spending is allocated across investment horizons — the
organization tracks the split between maintaining existing
products. enhancina current offerinas. and buildina new

e R&D portfolio prioritization follows a structured framework —
projects are evaluated and ranked using consistent criteria
includina strateaic alianment. market impact. technical

° R&D investment as a percentage of revenue is benchmarked — the
organization knows how its R&D intensity compares to industry
peers and has a deliberate position on whether to invest above

e R&D headcount and spend are planned with the same rigor as
other departments — engineering resources are allocated
through a structured planning process, not simply consumed by
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SECTION A SCORE: Total: /25 Average:
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QUESTIONS 6-10

Section B: R&D
Output Measurement and Productivity

Is Your R&D Team Productive — and How Would You Know?

Measuring R&D productivity without reducing it to a factory-floor metric is one

of the hardest challenges in finance. Lines of code and story points completed
measure activity, not impact. The System CFO develops a balanced set of output
metrics that capture velocity, quality, delivery predictability, and technical

debt management — providing visibility into engineering productivity without
micromanaging the creative process.

B. R&D OUTPUT MEASUREMENT AND PRODUCTIVITY

Engineering velocity is tracked at the team level — whether
measured in story points, features delivered, or sprint
completion rates. the oraanization monitors whether R&D output
Release cadence is measured — the frequency and reliability of
product releases or deployments is tracked, with improving
cadence indicatina a healthv develooment and DevObs process.
Quality metrics accompany velocity — defect rates, production @ @
incidents, customer-reported bugs, and rework percentage are
tracked alonaside outout metrics to ensure speed does not
Technical debt is quantified and managed — the organization @
estimates the cost of accumulated technical debt and allocates
a defined nercentaae of enaineerina canacitv to debt reduction
Delivery predictability is measured — the percentage of @
committed features or projects delivered on time and on scope
is tracked, with root cause analysis for misses feeding back

SECTION B SCORE: Total: /25 Average: /5
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QUESTIONS 11-15

Section C: Innovation
Outcomes and Revenue Impact

Is R&D Spending Actually Creating Business Value — Revenue, Retention, or Competitive Advantage?

The ultimate measure of R&D effectiveness is not what was built but what value

it created. New features that no customer uses, platforms that never launch, and
innovations that fail to generate revenue represent consumed capital with zero

return. The System CFO connects R&D investment to business outcomes — revenue
from new products, retention from improvements, and efficiency from internal

tools.

C. INNOVATION OUTCOMES AND REVENUE IMPACT

Revenue from new products launched in the past 2-3 years is @
tracked — the organization can quantify how much current
revenue is attributable to R&D investments made in recent
Feature adoption and usage are measured — for product @
enhancements, the organization tracks whether customers
actuallv use what was built. usina adontion data to inform

@ R&D investments are evaluated against their original business
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cases — post-launch reviews compare actual revenue, adoption,
and customer impact aaainst the proiections used to iustifv
Customer retention impact is attributed to product

improvements — the organization can demonstrate that specific
R&D investments contributed to reduced churn. increased NPS.
Time-to-market is measured for strategic initiatives — the @
elapsed time from concept approval to market availability is
tracked, with improvement indicating increasing organizational
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SECTION C SCORE: Total: /25 Average:
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QUESTIONS 16-20

Section D: R&D
Financial Governance and Reporting

Does the Board Understand R&D ROl — and Is There Adequate Financial Oversight?

R&D governance requires a delicate balance between financial discipline and
creative freedom. Too much control stifles innovation; too little control wastes
capital. The System CFO builds a governance model that provides strategic
direction, resource guardrails, and outcome measurement while preserving the
engineering team's autonomy in how they solve problems and build solutions.

D. R&D FINANCIAL GOVERNANCE AND REPORTING

R&D spending is reported at a level of detail that enables

informed decisions — by project, by team, by investment

horizon. and bv strateaic obiective rather than iust as a

Software capitalization follows a disciplined methodology —

the organization has clear criteria for when development costs
beain and cease canitalization. with consistent anplication

The board receives regular R&D effectiveness reporting —
including investment levels, portfolio allocation, output

metrics. outcome metrics. and comparisons to industrv

R&D budget governance includes stage-gate reviews — large
initiatives pass through defined checkpoints where continued
fundina is evaluated based on proaress. learnina. and evolvina
The CFO and CTO/VP Engineering have a productive partnership —
finance provides resource frameworks and outcome measurement
while engineering provides technical judgment and execution
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SECTION D SCORE: Total: /25 Average:

OVERALL ASSESSMENT SCORE

Section A: /25 SectionB:__ /25 SectionC:___ /25 SectionD:___ /25 TOTAL:___ /100 AVG:__ /5
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GAP TO GOAL

Gap-to-Goal Action Plan
Bridging the Gap — R&D Efficiency and Innovation ROI Diagnostic
Transfer your five lowest-scoring questions. For each gap, define the target

state, specific actions, owner, timeline, and success metric. Focus on highest-
impact gaps first.

GAP # Q REF CURRENT TARGET SPECIFIC ACTION TO CLOSE GAP OWNER DEADLINE METRIC
1 Q /5 /5
2 Q__ _ 5 _ 5
3 Q__ /5 /5
4 Q /5 /5
5 Q__ 5 /5

ASSESSMENT SUMMARY

Completed by: Date:
Overall average score: /5 Iltems scored 1-2 (critical):
Items scored 3 (developing): Items scored 4-5 (strong):

Top strength:

Most critical gap:

One action this week:

READY TO GO DEEPER?

This free assessment identified your gaps. The Premium System CFO Toolkits provide

the frameworks, templates, and action plans to close them. Visit EfuturesCFO.com
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READY TO GO DEEPER?

This Assessment Identified the Gaps.
The Premium Toolkit Closes Them.

PREMIUM: The Enterprise Value Driver Map (12 Pages)

The full premium toolkit includes the comprehensive value driver
assessment with R&D investment impact analysis, innovation portfolio
evaluation frameworks, IP valuation methodology, and the strategic
optionality assessment for connecting R&D investments to enterprise

Plus: Access Y FEAEQBusive 46-Page

System CFO Organizational Finance Assessment Kit
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