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How do you Get Real about your software investment?

= Are you confident that
you are getting value
out of the investments

r -1
you have made _
In software delivery? |

= How should you optimize L ® RECJ
Investment in future
software delivery efforts?
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Are you ready for a smarter future?
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How much do you annually spend on software delivery?

= For traditional IT organizations,
nearly 40% of total spending is for
application development and support

Historical IT Spending
by Technology Tower
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Source: Gartner, “IT Spending and Staffing Report, 2009”,
Michael Smith, Kurt Potter, 27 January 2009

= For systems organizations, such as aerospace

and defense, software content continues
to increase significantly over time

Percent of Specification

Requirements Requiring

Platform Software Control
F-4 1960 8%

A-7 1964 10%
F-111 1970 20%
F-15 1975 35%
F-16 1982 45%
B-2 1990 65%
F-22 2000 80%

Source: The Australian Software Acquisition Management Course,
Defense Systems Management College, March 2000
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Much of your investment is trapped in running the business

) ) . ) 2009 Estimated Run-, Grow-,
= 66% of typical spending is dedicated and Transform-the-Business IT Spending

to running the existing business
E Run

O Grow

= Gartner estimates only 15% of a
company’s annual investment is
for transformational initiatives

B Transform

= How can you optimize spending
to increase the value and
performance of your investments?

19% \-66%

Source: Gartner, “IT Spending and Staffing Report, 2009”,
Michael Smith, Kurt Potter, 27 January 2009
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Two ways to drive a better return

Improve Improve Improve Increase Flexibility

Automation Collaboration Process & Investment Value

Cost to Implement: Cost to Implement: Cost to Implement: Cost to Implement:
<5% 5%-10% 10%-35% 25%-50%

M an ag e COStS Very predictable Predictable Some culture change Much culture change
. . Productivity: Productivity: Productivity: Productivity:
by | m pr0V| n g 5-25% 15-35% 25-100% 2x — 10x

Timeframe = Days Timeframe = Weeks Timeframe = Months Timeframe = Years

productivity

§11,865,312.11

plementation costs

per person per year Individual Team Organization Business

Manage value by
investing resources
effectively

Risk (Standard Deviation / abs({Mean

Program NPV Probability Distribution

$8,423,519.96
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Invest across the spectrum of improvement to manage risks
and optimize business outcomes

Improve Improve Improve Increase Flexibility
Automation Collaboration Process & Investment Value
Cost to Implement: Cost to Implement: Cost to Implement: Cost to Implement:
<5% 5%-10% 10%-35% 25%-50%
Very predictable Predictable Some culture change Much culture change
Productivity: Productivity: Productivity: Productivity:
5-25% 15-35% 25-100% 2Xx — 10x
Timeframe = Days Timeframe = Weeks Timeframe = Months Timeframe = Years

%
l—
O
<
o
=
Q
=
o
Z
O
O
T

Implementation costs Individual Team Organization Business

are per person per year




IBM Rational Software Conference 2009

Improve automation to increase productivity by 5%-25%
Implement tools to integrate workflows at low cost and with quick payoffs

Percentage of Reduction in Software Delivery Lifecycle
<50 people <500 people > 500 people

Days Weeks Months
Automating Code Review 2% 2% 2%
Automating Builds 4% 4% 3%
Automating Manual Tests 20% 14% 8%
Automating Metrics Collection and Reporting 2% 2% 2%
Automating Test Setup 4% 4% 4%

Individual
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Improve collaboration to increase productivity by 15%-35%
Implement tools and to leverage skills and improve teamwork

Degree of formal

Degree of SME mentoring
of new practitioners

Decreasing timeto @
produce deliverables @ N\ ..

Accelerating on-
boarding
of new practitioners

Increasing quality
of deliverables

Increasing adherence Simplifying the execution
to standard software ™. of standard software
development processes T development processes

Team
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Improve process to increase productivity by 25%-100%
Implement iterative / adaptive processes

Per ‘ rriress Again

irements/Design

Honest reporting. Consistent
data source, content rich, trusted,
and optimized to increase
business performance.

Late scrap
and rework

Cost of Change

Integration o .
9 0% o Implementation
) ,'* Maintenance = %00s  Unit Test
Implementation, ,* Integration .”......... Maintenance

i o 00
unit Te.s.t..o. ..0'...0 )

Organization
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Increase flexibility and value to deliver 2x — 10x productivity
Implement an enterprise architecture and reusable Web services

SOA Reuse Savings $40 million over four years

3000 £26m / c$40m

Value
through
reuse

1493
1500 Reuse

Count |
569

Services
,—m ropicatons
0

Aug. 2004 »March 2009

Source: Standard Life Inc. from 2009 Impact Conference. Business
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Achieve continuous improvement by measuring cost
against business outcomes

Improve Improve Improve Increase Flexibility
Automation Collaboration Process & Investment Value
Implement tools Implement tools Implement Implement enterprise
to integrate & processes iterative / adaptive architecture & reuse
workflows & leverage skills processes web services
Productivity: Productivity: Productivity: Productivity:
g 5-25% 15-35% 25-100% 2x — 10x
< Timeframe = Days Timeframe = Weeks Timeframe = Months Timeframe = Years
o
=
9 S
=
Q “
9 BN N
L

Implementation costs Individual Team Organization Business

are per person per year
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Software engineering metrics must align
with desired business outcomes

* Address development
as a value creation center

» Foster innovation
and reuse across

organizational and

geographical boundaries
“ Address development , o
AT s S

= Address the risks » Productivity » Speed merger and
of development » Software engineering acquisition absorption
» Perceived quality base quality » Reduce traditional
» Scope uncertainty » Process agility grer:gerltogai?:ig;g];g\f/t(xa?;
» Security failure » Global collaboration integration and SOA
platform

» Failing an audit
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Drive Cost Reduction and Business Transformation through
Measured Capability Improvement Framework

- L et o
s
=

fraarm—e Test Esvmags
o

Establish business and
' operational objectives

Empower teams to measure,
manage, and incrementally improve
their software delivery capability

= MCIF is a phased approach that helps teams

Prioritize practices and

» Adopt an incremental, measured approach
~ define roadmap

to transformation

» Focus on the core practices that matter most _
Accelerate adoption

» Accelerate adoption through out-of-the-box assets pwith tools and services

» Articulate capability improvements in terms

) Report, analyze and act
of business value b Y

' on results

Start next

» Support any method optimized for Agile practices

incremental
improvement
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However, continuous process improvement Is impossible
without honest measures and governed controls

“2/3 of executives make more than half
€ of their decisions based on ‘gut feel’

rather than verifiable information”

“T7% of managers are aware of

bad decisions made due to lack
of access to accurate information”

“Poor decisions have generated
revenue 75% or more
below expectations”

Lack of timely information
and in-context insight

Disparate data Lack of relevant, Inability to baseline Inability to
sources, formats,  timely actionable and benchmark measure and
and definitions information status and progress assess

unobtrusively :
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as a Strategic alue realized by
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Information effectively 3

Data
to Automate Maturity of
the Business

Information Use
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Ejstomer &uFinancial Workforce ™ Dynamic Multi-channel
Create an oduct Fil Insight  Optimization Supply Chain® Marketing
Information Agenda

A

fltabl|lt§(\\"'ﬁ
f Optimize
—

f/

- -\'--"i_
I_H e =
— e Establish, Govern &
. Opti d B 9’ Deliver Trusted Information

{Information o
| Agenda Optimize Content-based
' Operational & Compliance

Processes

Manage Data
Over its Lifetime

o InfoSphere Cognos,
software software software
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Challenge: Contradictions Result From the Quest for
Information
Procee Productarian s
p——d L Profirwliy SR Bl
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% .\ i . Ry : N
529% of users SR i & 42% of managers

y 1 A
don’t have 0N R Lise wrong
WAL ) L |

Information




Fortune 500 companies with productivity measures: 30%

Fortune 500 companies wit measures: 45%

Fortune 500 companies wit e measures: 15%

Fortune 500 companies wit measures: 85%
Number of software measuren personnel. 5,500
' ' 160,000

50,000,000
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Is the State of Measuring REALLY th

S0 Paiies thatl measure:  Companies that don’t:

OR*timerprojects: 75% On-time projects: 45%
Late projects: 40%
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BJame the Project Manager

Maybe We Shoul
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Software engineering metrics that measure absolutes
can provide the wrong incentives to your team

OUR GOAL TS TO WRITE 1 HOPL TM GONNA
BOGFREE SOFTWARE. THIS WRITE ME A
T'LL PAY A TEN-DOLLAR DRIVES NEW MINIVAN

<4
=
g

GONUS FOR EVERY DBUG
YOU FIND AND FIX,

\ j/ \AQQ&\;\ o\ 5| THERIGHT  THIS AFTER-

\ %3,0 N9\ || BEHAVIOR.  NOON!

N\ l \S{g\‘}'\'
o

e

S. Aamis E-mail: SCOTTADAMS@AOL.COM
\
—

f///_} © 1995 United Featu
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Then How Do We Succeed Using Measurement?

Fill in the blank. “The measurement

supports a d|rect ||nk between demonstrates quantlflable COITE

assessments and quantitative data. between process perturbations and
business performance (e.g. it is as

...explains why projects vary and  accurate as financial data)

by how much.

.is a natural_ by-product of the
..is supported by automation. process (no night job).

“Organizations exercising world-class performance management practices
enjoy market returns of 2.4 times that of typlcal companies”

x ! P B T . T S
3 =T - T A -
=13 -
. - Ol A T
' 4 4 - ~ T ""t.. L .
e L ' -
"o |

P \B.ti'l'l’rESSSVVeek S{udy
: erformance Mgnagement._,
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To achieve the right measures, a control framework enables
each organization to drive to desired business outcomes

= Decision maker sets and manages
business objectives

» Reduce costs

» Increase market share

]
&=

—

—

» Improve customer satisfaction

Manage
Decision Maker
= Monitor drives operational

performance initiatives aligned
with business objectives

» Manage and optimize resources f J ;;|‘
» Develop transparently -

» Implement test driven development

T

Monitor

Operatlons Monitor @

= Team executes practices

mapped to operational objectives ,

» Build management and health il .

» Automated testing Measure

» Iteration velocity

» Requirements traceability
L=
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The measures need to be established at the business,
operational, and practice levels

Business value

» Return on Investment (ROI)
» Return on Assets (ROA)

» Profit

b ...

Operational objectives
» Productivity

» Time to market

» Quality

» Predictability

b ...

i
'y
s, "
v,
A
,
.,
=
’
“
~,
=
.
-

100%

Practice-based control measures \
» Test Management: Defect density, test coverage o0
» Iterative Development: Velocity, iteration burn down [ N
» Continuous integration: Build stability, build frequency 0%
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Bottom Line: You Need a Control Framework to Manage to
Expected Business Results

Performance Measurement

Business
Value Metri Level
Business Objectives feedback el e s

1 Operational
' ' Level

Operational Effectiveness Metrics

Operational Objectives feedback

Practice

. . Level
Practice Practice
Adoption/Maturity Artifacts

Subjective Obijective

>oeqpas4

Practices
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A Discriminating Systemi &

Lets You Measure, Assess.andii
' Where You

RN Should Be!
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M Chanye « Rauuiiw Quany Bunu « Architecture  Secuiny Customer Manual
Configuration Definition & Management  Release Management & Data & & Support  Data

Management Management Management Compliance \ Financials Pipeline

Software Lifecycle Artifacts 3rd Party Data Artifacts
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i3

Cost to complete
Expected revenue/benefits




The indic tﬁ[m act tim The indice
to compl exp ected revenue / benefits —

Critical situations \\k 1|| 1"';‘,‘ Beneflts of requirements
Defect degii anal&& 5/ nefits of abilities by
Defect repai 1.'“** f ion
Build heal

B\ '“wuuﬂéﬁﬁ

Velocity
IPD timeliness
Iteration status

Variance in time-to-complete e
tas

>
>
>
>
>
4
»
»

d defects

-
i O & o @) [



IBM Rational Software Conference 2009

Metric

Weight Source Measure

25% Tota

N [ |
<1 Month _
Ny
Defect Density Analysis By component

product maturity
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Now that we see how to measure software investment,
the benefits of a software delivery platform becomes clear

. =)
5

Collaborate Automate Report

Achieve common goals Increase control Continuously improve
by optimizing how and efficiency by by measuring progress
people work integrating workflows in real time
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Rational delivers the Jazz platform to enable the business
process of software and systems delivery

Existing Rational New Rational/ Business Partner
Offerings IBM Offerings Offerings

Business
Planning
g lonmel Product Compliance  ~oiaborative
& Project & Lifecycle Design
Management Security Management
- ~ Development

SRS B e B :
4‘4‘4/#‘_____— k - = _‘—4 ) il
R _ pabilit
: Best Practice Processes

E&: OPEN SERVICES ’ Admin_istration: Users,
: projects, process

Collaboration :
Presentation: Storage

- Mashups Discovery Query
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