Questions on Lectures (10/24/01)

Business Case Analysis

1. Reifer mentioned 9 principals: one of which is this " Sunk cost is irrelevant.” I disagree. Sunk cost and future cost comes from the same pool of cash. The more spent in the past, the less is left for tomorrow. So, the sunk cost wasted in the past does count. It is relevant. Is that so? (Somard)

As a project manager, you are graded based upon your ability to deliver an acceptable product on schedule and within budget.  At any point during the project, your job is to know what it will take to finish the job.  If your budget is $1M and you’ve spent $500K, what matters that you’ve spent $600K if you can show that it will take $400K to finish the job on time and to specification.  The concept is that you can’t do anything about what happened in the past.  What you need to do is focus on what it will take to achieve your goals in the future.

2. We talk about picking up the right stuff while developing for reuse. How do we know what the right stuff is? How does the architect know what part would be reused later for some other future project?  (SHREYA VAKIL)

To determine what the right stuff is, you would analyze your architecture to determine the 20% of the components that are responsible for the 80% of the reuse.  To accomplish this, you would use well-defined domain analysis methods and models (see Jacobson, Griss and Jonsson book on Software Reuse, ACM Press, 1997).

3. When a new language is introduced in the market (like Java 2 years ago and XML today) which gains a lot of media attention and is being planned to be introduced in the organization. Professor Donald mentions that people might react negatively to this. Is this a observed phenomenon or a predicted one?  Because there is a possibility that the tech ppl might welcome this new language with enthusiasm as something to add to their resume and to increase their breadth of knowledge. (SHREYA VAKIL)
The observation is both observed and can be predicted.  Managers who are trying to deliver to a tight schedule would view any major technology change like Java or XML as a risk if they did not have the people, skills, tools and technology to deal with it.  They might like the concept, but would avoid using it because it might be just too much change for their project to bear.

4. Reifer suggests engineers use a business case to complement a technical  ase in proposals to management.  Isn't it kind of unlikely that most engineers will have the experience/knowledge to put together a convincing business case? Just like managers lack technical knowledge, engineers tend to lack business knowledge. (Alexandria Lee)
Agreed, that’s why I wrote the book and that’s why the topic is being taught in Software Engineering programs.  Engineers need to learn how to put a business case together to progress and win the battle of the budget.

5. Is there a guideline on how to determine how much time to spend forming a business case, relative to the size/importance of a project? (Alexandria Lee)
Good question.  I have not developed any rules of thumb for this.  What I believe is that you would rate the size and importance and make a call.  A skilled practitioner can pull a business case together in a day (if prepared as a briefing to management).  If you are seeking venture funds, then a business plan will be needed.  This involves weeks and sometimes months of effort.  But, the amount of money is more and you’ll have to work for it.

6. Who are the success tactics meant for?  engineers?  realistically, i think the politics of a company would make it difficult for an engineer to carry out many of the tactics.  For instance, keeping senior management informed would probably entail going through middle management first, if middle management was cooperative. (Alexandria Lee)
Engineers are closest to the problem.  Therefore, they are the source for many of the ideas that lead to improvements.  However, if they can’t convince management that their ideas make both technical and business sense, they will die an untimely death.  They can push a change or kill the idea if they want.  Agreed, it is hard.  But, they are the people who must learn how to get their ideas approved.  Also agreed, never make an end run around your boss.  Always, keep him/her in the loop.  One way to get him/her on your side is to share the credit with him/her.

7. If Murphy's law says that "if anything can go wrong then it will possibly," but the risk of rectifying that wrong thing in a software might worsen the thing...does it always mean that we need to apply the decomposition of risk items and get rid of that trouble because if we keep getting into new trouble everytime there will be a lot of time spent rectifying it there lossing time and budget...how should we deal with this situation and how effectively Murphy's law can be applied? (kapil garg)
I really don’t understand the question.  In my experience, Murphy was an optimist.  No matter what you do on a big project, someone will say it is wrong.  What you have to do is what you truly believe is right.  Business cases help you convince yourself that you are pursuing the right things.  If you believe that you are right, normally you will have no trouble convincing others of your convictions.

8. Is it accurate to say that a company's willingness to take risks goes down as the company's size and prestige goes up? In other words.  The bigger the company the less likely it will undergo risky projects? (John Woo)
No, not necessarily.  There are big companies that are willing to take risks.  Although, most small firms appear more nimble.  The degree of risk-taking seems to be more dependent on what the returns are and how the risk impacts on-going operations.  For example, Microsoft bet the farm when it changed directions in mid-stream and went to the web on Windows 95.  In retrospect, they did the right thing.

9. In Lecture, Cost Avoidance and cost cutting were mentioned.  Cost cutting dealt with the past and cost avoidance dealt with the future. Could you elaborate on Cost Avoidance? An example given in lecture was an Executive asking who he should fire to cut costs. What would Cost Avoidance do in this case? Not hire as many people in the past in case of future dry economic cycles? 

Cost cutting has near-term impact.  Cost cutting refers to reducing existing budgets.  To accomplish cost cutting, firms would normally reduce software staff or IT expenditures.  In contrast, cost avoidance refers to avoiding making expenditures.  For example, instead of laying off staff, you could justify an expenditure by reducing backlog (work that hasn’t been done because staff were not available).  You could reduce rework and free up staff to accomplish this.

10. If a software engineer's analysis shows that from the technical cases point of view, this project is worthy but from the business case point of view, the project is not worthy. Then what will this software engineer do? Make a fake business case analysis and try to persuade his manager? (Quan Lu)

You could try.  But, you won’t fool your boss.  Instead, think about what you’re trying to accomplish and see if there is another, smarter, more cost-beneficial way of achieving the ends that you are trying to achieve.

11. If the current corporate culture is very 'conserve' and not encourage the innovation. We should insist the rule of 'consistency with corporate culture' or the rule of 'change to encourage innovation'? (Quan Lu)

Corporate cultures in my experience are all open to innovative when there is a good business reason to accomplish it and there is an acceptable risk associated with the change.  Risk is really what governs reluctance.  If the firm is doing well, they may not be as willing to take a big risk as if they were having major problems.

12. . I agree that one of the major barriers for change sometimes is political in nature. Do you have any suggestions how to attack that? Especially if we're new, and do not have "allies" yet.? (Tomy.S)
Even if you are new, if the change is worthwhile, you can develop support.  I would go to my boss in such a situation and solicit advice.  I would not tackle the politics alone.  Nor would I go around my boss.  Instead, I would try to make my boss and organization look good as I emphasize and advertise that I was a team player.

13. In cases where the product features are added or subtracted from a product just hours before its release how does a business case help to maintain the quality of the product? (CHIRAG TRIVEDI)

It doesn’t.  You don’t have time to prepare the case.  But, changes like this can happen when they are needed to satisfy a contractual requirement or it is needed to make the system work (fix a hardware problem, patch an interface that wasn’t as expected, etc.).  In such cases, there is some reason why such changes are forced on you.  Change is the nature of our business and we have to cope with it with or without a business case.

14. Can a business case always show that a change will lead to a reward? (CHIRAG TRIVEDI)
No, many times the business case shows that the idea, though worthy technically, does not make business sense.  If you pursue it, you might be pinpointed as a troublemaker and receive negative rewards for your efforts. 

15. Could you please explain more elaborately about the integration of RMP with the spiral model.  Is risk management performed at the end each spiral or as a part of each step of the spiral? (Seema Haji)
Not pertinent to business case discussions.

16. In lecture, a few issues related to the benefits of product lines were discussed. In particular, the extra cost needed to build a product line seemed to be a deterrant. Can you recommend any techniques that a software architect could use to create a good sales pitch to management for creating a product line? (Chris J. Patel)

Product lines make sense when rewards for sharing are put into the organization. Otherwise, project manager will not have any incentives to participate.  The real way to make product lines work is to create an architecture-based reuse infrastructure that makes the project cheaper and the project manager’s job easier.  When this is done, they will cooperate.  See my book Practical Software Reuse (John Wiley & Sons, 1997) for more details and suggestions. 

17. You mentioned that strategy for companies to acquire architecture expertise is to buy another company, instead of training employees.  Can you tell us about other strategies that tech companies are taking to acquire needed expertise? (Chris J. Patel)

They hire people, firms and consultants to do the job.  If they go outside for people, they try to transfer the knowledge inside by having them work with and mentor their staff.  The problem is that architecture is hot and those people and firms with the skills tend to be very busy.  Few take on new clients because their existing ones have more work for them than they can handle.  That’s why acquisition is often a good strategy.  However, as in Chapter 8 of my book, the acquisition has to be well thought out and managed.

18. In the lecture, you suggested us to emphasize cost avoidance instead of cost reduction. What is the essential difference between those two in business case? What should we do in business case analysis if some cost is inevitable? (LiGuo Huang)
See answer to Question 9.

19. Sunk costs are irrelevant in business case analysis. However, they are one of the biggest concerns of financial people in the management layer who are also part of the audience of our business case. How shall we deal with this issue? (LiGuo Huang)
See answer to Question 1.

20. When a company is in need of developmental talent and decides to buy another firm, what types of analysis should you perform to access the intellectual worth of the company ? (Alefiya Hussain)
See Chapter 8 of my book for an answer.

21. How is productivity usually measured in a company? How can increased productivity result in increased cost of a company ? (Alefiya Hussain)
a. Productivity is defined as outputs divided by inputs used to generate them.  Typically, it is measured for software in terms of source lines/hour or other similar measure.

b. You can increase productivity and cost at the same time by being very productive producing the wrong thing.  The result is rework that forces costs up.

22. When doing a risk assessment, what happens when you are wrong and although you followed the risk assessment procedures, it proved to be in accurate when the project is in late stages? (Winston Wan)
Not an applicable question for business case lecture.
23. In the "Role of Business Case Analysis" lecture slides, there is a big section on COTS.  In almost every past lecture, there seem to be a lot of advantages in using COTS.  In real world, how often are COTS used?  I am aware it is different for each product, but since it is emphasized so much, I just wonder how much it is put to use. (Winston Wan)
In the real world, COTS is used often.  While we talk about all of the problems, COTS is used because it provides functionality immediately at an affordable price.  The bottom line is we have to use it and have to manage the risks associated with using it.

24. By looking at some of your Cost Avoidance slides, I am wondering if his means it is better to not build something rather than work on a limited budget. (Winston Wan)
If you don’t have the budget, why pursue it?  There might be a better use for your time.

25. Can you explain more about the hazadous spiral look of purely logical object-oriented methods with operational, performance, or cost risks? (Ye Yang)
Don’t understand the question.  From a business case point-of-view, you would trade off various paradigms and look at risk versus returns as part of the selection process.

26. What's Adjective calibration? What's the key for people to follow different risk leverage techniques? (Ye Yang)
Again, don’t understand the question.  Calibrating models to your operational experience adds credibility to your risk profiling results.  It is important because managers use historical rules of thumb to check the validity of your numbers.  By calibrating, you can make the model’s output more representative of your organization’s past performance.

27. Are there some measures to determine the ROI on risk management activities? What is the relationship between ROI on that and Risk Reduction Leverage? (Ye Yang)
The measures that I recommend you use are those that relate to your organization’s business objectives.  For example, impact of risk on ability to deliver on time and within budget relates to maximizing profit because timely deliveries yield maximum fee. 

28. Is there a corresponding part of risk management planning in MBASE guideline? As that talked in the lecture, risk management implementation can be well fitted into spiral model? But where should we start to follow the plan?  And where to make appropriate adjustment on risk management plan based on actual changes? (Ye Yang)
Not appropriate for business case lecture.

29. Are there any factor which make the justification deviate? (Monvorath Phongpaibul)
Yes, justification deviates as a function of the relationship between variables that you believe impact the business decision. For example, productivity is influenced by many variables each of which relates to the outputs that result as a function of the inputs used to generate them,

30. How to minimize the cost/effort in developing a business case if the business get rejected? (ahmad alsawi)
Just like in software development, prepare a business case incrementally to add detail layer by layer.

31. What does the term "Island culture" mean? (Akezyt Janedittakarn)
Most large firms are made up of many organizations each having their own cultures and each having a different level of civilization.  For example, General Electric has many businesses.  The part developing software for aircraft engines is quite different in character than the IT organization designing general business systems for use throughout the firm.

32. How long does it take to make a business plan (just only estimation is ok)? (Akezyt Janedittakarn)
Typically, as long as you must spend to package it to achieve your goals.  For example, I have seen business plans that took several hours to prepare.  These were used internal to an organization to justify spending internal resources.  These were not too detailed.  However, they contained the information required to justify expenditure of resources.  I have also seen business plans that took months to prepare that were submitted to venture capitalists.  Because these were soliciting lots of money, they tended to be more detailed.  They added the detail because it was required to get the venture people to open their wallets.

33. What scope/size of the project that need to do the sw. business case? It is quite a time consuming task so is it worthed for only big and complex project? (Wiratchaya)
The size can vary from a small R&D job to large venture funded effort.  Business cases are used to justify spending money.  Whenever you have to fight to get money, you will have to generate a business case.  For software engineers, getting management to spend money on tools, equipment or methods often requires such justification.

34. About RM, Does it depend on size of the project? Does it vary with project's size? (Wiratchaya)
Not an applicable question for business cases.

35. What are the criterias for decision making for management and organizational changes? (Jesal Bhuta)
There is no one set of criteria.  That’s because such criteria are a function of the achieving the firm’s business objectives.  To determine such criteria, I recommend using the Goal-Question-Metric paradigm.  This paradigm allows you to devise your criteria (and the metrics used to measure it) to the goals and questions being asked by your executives.

36. What could be some examples for non-obvious management and organization issues (Jesal Bhuta)
Most of the non-obvious issues revolve around people.  They tend to be psychological and political.  They relate to fear of change and relationships.  They are hard to model and handle.  That’s why I recommend change tactics.  Such tactics deal with the issues by making people feel comfortable with change.

37. What do you do if the decision makers have outdated experience. How do you bend the decisions. How do you analyse the risks of such people at management level for present and future decisions made? (Jesal Bhuta)
By definition, managers who make decisions all have outdated experience.  That’s why you have to appeal to their business rather than their technical skills when recommending change.  While they might not understand the technical parts of the change, they will relate to its impact on the bottom line.

38. How can you analyse the risk of using the cost estimation tool being used. What are the criterias. How do we know that the tool is not outdated? (Jesal Bhuta)
There are risks associated with the tool and the tool’s output.  The risk associated with the output can be reduced by calibrating the tool and demonstrating that it generates reliable, accurate estimates.  The risk associated with the tool can be addressed using the factors employed for any COTS software factor.  You need to look at both the tool and the vendor and keep watch to make sure that you won’t be surprised by change.

39. What could be the methods of success for process improvement? (Jesal Bhuta)
Lots of good books and papers on this topic (see process group conference proceedings).  Most discuss the difficulties of change and of getting project’s to use the processes devised for organizational consumption.  Most do not discuss the need to continuously reinvent the process group as goals are realized and management loses interest in the initiative.

40. The title of the chart 22 and 23 is "Business Versus Technical Cases".  But my understanding is that those two charts are talking the combined Business and Technical cases. Why it is titled "Business Versus Technical Cases"? (Hongmin Sun)
To illustrate and compare the content of one to the other.  The recommendation is that you should prepare both.  Else, you might make an inappropriate selection of language in our example.

41. One of the nine business case principles is "Decisions should consider both quantitative and qualitative factors".  It is suggested to quantify risks and timing.  Normally, there are always some degree of uncertainty with both risks and timing.  How do we quantify risks and timing under this situation? (Hongmin Sun)
I use ranges instead of point estimates.

42. Address the cultural issues first is one of the success tactics.  What should we keep in mind when we change from project oriented to product line? (Hongmin Sun)
The number one issue is changing the reward structure to provide incentives for sharing across projects.

43. What are the similarities/differents between the white paper and OCD of LCO ? (Juraporn)
The white paper is different.  It is written to explain what you are trying to do and why.  Its audience is executives and it is written as a vision rather than operational document.

44. While evaluating solutions space what dimensions are taken into account? (Vikas Singh)
Those criteria that you believe will influence the technical and business choice of the best alternative.

45. Is it true that Software Engineering is really a case that as long as the monetary return is big enough to compensate the risks (even it is big as well) it is ok? (Clarence)
All choices in management in my opinion (from big to small) are governed by risks/rewards.

46. Does using industrially tested COTS under GNU license justify the case that use COTS as much as possible because they are free and stable enough for commerical use? (Clarence)
Not necessarily.  It’s all a function of the criteria that you establish that govern the decision.  For example, GNU licenses are typically copy-left.  You may not consider this advantageous because you might derive a variant of the COTS and have to give it to your competition under the license thereby leveling the playing field.

47. How can I know a item is risky (p. 24) to or not to specify precisely? and what does Hardware-software interface mean? like firmware? (Youwon Kahng)
Most risk items are obvious.  They are not new and they occur again and again.  My best advice is look for the obvious.  Hardware/software interfaces are unique to systems where computer hardware and software are being developed in parallel (a military weapon, a telecommunications switch, a process controller, etc.).  The risk here is that the evolving definition of either hardware or software has on the other.  

48. Associated with "Peopleware", Is Business Case Analysis to find items focused on people's problems at companies? What's the differences? (Youwon Kahng)
When justifying any initiative, you need to address psychological issues associated with organizational change associated with implementation.  Therefore, you need to address people issues.  In other words, even if there is a compelling business case, you might not implement a change if there were compelling people factors mitigating against it.

49. What excactly is meant by "Agile methods" and how can they help us do the job faster? (Andreas Papagapiou)
Extreme programming, agile methods, etc. are all fast to market approaches to developing software.  All tend to take shortcuts.  Many rely on pair-wise programming methods, refactoring and such techniques to get products to market quickly.

50. Is there a business case associated with every step of the software process? Should we think in terms of business value for everything we do or are there are times we should only be concerned with the engineering aspect? (Andreas Papagapiou)
Yes, value should govern decisions throughout the life cycle.

51. The distribution of Net Expected value of Prototype shows things like normal distribution. Is there any example which shows different distribution? (yongseok jeong)
Yes, one finds the Beta, Raleigh and Poisson distributions need to be taken into account as numbers get allocated to different tasks, life cycle phases, etc.

52. In creating a business case for securing VC funding, what elements may need to be stressed upon and which ones may not need a lot of attention? Are such business cases very similar to the ones that I would prepare for securing internal funding from my management? (Gunjan Sharman)
See Chapter 8 of my book for answers to this question.

53. In referring to rules of engagement - I noticed that short term results were emphasized. Why? What would be your suggestion towards managing long term expectations/returns on investments? (Gunjan Sharman)
You need to address both long and short-term.  But sell your initiative by pushing the short-term because executives are not patient and will fund those ideas that provide near-term benefits as long-term benefits accrue.

54. How would you related software development, making of a business case and peopleware strategies? (Gunjan Sharman)
See answer to Question 48.

55. While advocating buying talent if we don't have it, how would you suggest handling the management issues arising out of mergers and acquisitions which would have a ripple effect on the software development in the organization? (Gunjan Sharman) 
See Chapter 8 on my book.

 


 


 


Risk management

1. If its risky not to specify precisely then DO hardware software interface... does this mean that hardware software interface will always be specified precisely (kapil garg)

2. if its risky to specify precisely  then DO COTS behaviour... does this mean that COTS behaviour is always not specified precisely (kapil garg)
3. In the Risk Management lecture, Risk driven specifications where if it is risky to specify precisley don't do it. An example given in the lecture was the specifying of a GUI layout. My question is aren't you gonna have to specify the layout sooner or later before the project is finished? By not doing it aren't you just post-poning the inevitable? (John Woo)
4. In Risk Management, if the decision drivers are political in nature, sometimes there's not much we can really do. Do we just follow the "flow", or do still need to do some assesments? (Tomy.S)
5. Among the 3 risk identification techniques ie risk checklists,decision driver analysis and decomposition is there some criteria which says to use a specific technique which will be well suited to a particular project? (CHIRAG TRIVEDI)
6. During the cost benefit analysis what is the reason for the costs being split as non recurring and recurring and the benefits as tangible and intangible (CHIRAG TRIVEDI)
7. When calculating risk probabilty by using the betting analogy, do you take a certain amount of risk exposure into account ? It would seem likely that risk exposure would provide some information about the loss and probability of loss and hence contribute to the success of the betting. (Seema Haji)
8. How is one supposed to avoid political v/s technical risks? Since political factors might be beyond ones control is it right to say that such a risk can be managed but not avoided? (Sameer Bhatia)
9. In calculating risk probabilty by using the betting analogy, defining how much money one would be willing to bet is dependent on probability of success which by it self is difficult to calculate (hence the betting analogy is being used). How does one exit this trap? (Sameer Bhatia)

10. How can we quantify compound risks considering their interdependencies in a large project? 
11. The most difficult part in risk analysis i find is quantifying the risk. Which method or tools should we use to correctly/confidently attach values to the risk items.  (Alefiya Hussain)
12. It's usually not easy to quantify the benefits and the loss to prove that the proposed change is worth the risk. Furthermore, there could be unforeseen risks that others might see when the change is proposed.  How do we prepare for a strong arguement in this situation? (Hop Luu)
13. When is the best time to do risk management on spiral madel and MBASE? (Monvorath Phongpaibul)
14. Many big software firms do not have risk managment practice, so are there cases where we do not need to manage risk? (ahmad alsawi)
15. Besides the spiral model, are there any software life cycle that involve Risk Management ? (Akezyt Janedittakarn)
16. What is the Pareto 80-20 phenomena ? (Akezyt Janedittakarn)

17. How do you accuratly come up with a risk identification check list? And who should support in this effort? (Douglas Yu-Cheng Su)

18. How do you estimate the risk probability? Betting Analogy seems like a weighted sum analysis whcih does have a strong support for accurate risk drivers analysis.  Is there any other technique besides this? (Douglas Yu-Cheng Su)

19. Does MBASE support risks trace?  Can we trace current risks back to the related risks we encounter 3 years ago? (Douglas Yu-Cheng Su)

20. When writing a risk management plan, it is hard to decide "how much is enough".  How to avoid overkill or belated risk resolution. (Hongmin Sun)
21. Where can I find risk-item check list ? Do an expert in the organization make it up ? or the list is based on text books ? (Juraporn)
22. In general, overstaffing should be avoided. Are there cases where it could be used to reduce risk for future personnel shortfalls (provided that the team size remains reasonable)? (Andreas Papagapiou)
23. An idea in software engineering is that "The best methodology (or tools, hardware etc.) is the one you know". However, what you know may not fit perfectly in some sittuations. What would be better and less risky? Try to make some adaptations and use tools, methodologies and hardware you are familiar with, or try to learn something new that will fit better in the specific case? (Andreas Papagapiou)
24. Is there a remarked difference between the effectiveness of following risk identification techniques: (Muhammad Ali Bhundi)

Risk-item checklists
Decision driver analysis
Decomposition
25. How can externally performed tasks can be classified as a top 10 risk item? (Muhammad Ali Bhundi)
26. How do we categorize the risk which is involved with the third party vendors. Can we call it a composite risk? (Muasami)
27. Consider a situation given bellow. Suppose I am having product which is a core technical product. Suppose that it is critical for me release it in the market by say next 2 months which is a strict customer requirement. Suppose that it is a situation of  "Do or Die". If i won't come out in the market at that time i loose the scope for ever. I am depending upon my hardware for a third party vendor. In such a case if the vendor cannot deliver the hardware on the right time but a month late. This in turn delays me for testing the software on the actual hardware. I have some means of testing my software temporarily till the hardware arrives. How do I do a risk assessment and control of such a situation? (Muasami)
28. Between solution driven and problem driven, which one does the decision driver analysis likely base on and why? (Rakky)
29. If there are some conflicts between risk management activities in the risk management plan, how can we solve such that situation? (Rakky)
30. In Risk Probability Assessment by betting analogy, how do we establish the betting odds. What are the sources of information which would help us establish reasonable odds. Also this risk assessment is related with the business case that we are trying to make, how do we convince the upper management on believing that the odds are reasonable. (Gunjan Patel)
31. does making students study failed projects help gain knowledge that you gain from experience of being there doing that?does this help one overcome personal tendencies when a student is actually working?are they statistics to prove that they dont make the same mistakes they have read about. (shylaja ramachandra)
32. how do students learn about doing too much or too little of risk management? what are the practices involved in teaching cost estimation of risk management? (shylaja ramachandra)
 


