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Disclaimer

� The numbers used in this presentation for improvement potential as a result of 
adopting IBM tools and practices are strictly for illustrative purposes only, and are 

provided AS-IS without warranty of any kind, express or implied. No 

representations or warranties are made with respect to the actual improvement 
your organization may achieve. The models used may not apply to your specific 

situation. 
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Why Agile? Because it Works!
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IBM Rational Collaborative Lifecycle Management Solution
Improve productivity by 4-6% annually with an integrated ALM solution

Rational
Requirements 

Composer

Rational
Team Concert

Rational
Quality 

Manager

IBM Rational Collaborative
Lifecycle Management Solution 

Architect

Analyst Developer

Quality
Professional

Deployment
Engineer

• Optimize your team through 
support of the 5 ALM Imperatives

• Real-time planning

• Lifecycle traceability

• In-context collaboration

• Development Intelligence

• Continuous Improvement

• Get up and running quickly

• Extend as your needs evolve

• Support heterogeneous 
development across multiple 
platforms and technologies
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Key Steps When Identifying a Roadmap

1. Understand your business drivers and pain points

2. Understand the correlation between business drivers / pain points and practices / 
tool capabilities addressing those pain points

3. Understand your project profile and the value different practices / tool capabilities 
have for your project profile

4. Understand the state of your adoption level of key practices / tool capabilities

5. Focus adoption on the practices and tool capabilities providing your project with 

the greatest value
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Quick Diagnostics and Self-Check

� IBM Rational has developed a quick and 
structured approach for determining what 
agile approach is right for you

1.Discussion with leadership team. Determine 

complexity factors, prioritize operational 

objectives, discuss current issues and 

desired direction. (~2 hours)

2.Facilitated self-assessment. Assess 1 or 2 

teams agile strengths and weaknesses. (~3 

hours)

3.Rational team takes the results and propose 

adoption roadmap.

4.Discuss with leadership team and agree to 

adoption roadmap; Workshops, mentoring, 

tool deployment, agile focus areas, metrics.

Agile Self-Check Results: Big Picture

0.0

2.0

4.0

6.0

8.0

10.0

User Stories

Automated Unit Tests

Automated Functional Testing

Automated System Testing

Time boxed iterations

Working Software

Stakeholder FeedbackEstimating and Planning

Prioritized Backlog

Collaboration - Daily Scrum

Reflections

Continuous Integration

Self Directing Teams
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5) Results: Heatmap, overview of prioritized improvement areas
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Monetizing the Value of Productivity Improvement
Step-by-Step Process

1. Decide on which unit you should use for measuring value

2. Determine past velocity for your teams and enter into spreadsheet

� If you do not have baseline data, we provide industry baselines 

for FP and LOC if you fill in project type

3. Enter your own velocity as you go through the project

4. Enter monthly burden cost

5. The spreadsheet calculates cost per unit of value delivered as well as cost 
savings
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Optionally: Understand source of productivity improvement

� Measure time spent on different project times using the time 
tracking capability in RTC 3.0, and compare with baseline data

� Sample sources of customer-experienced productivity improvements

1. Less time spent on face-to-face meetings

2. Less rework

3. Less time spent preparing status reports and documents 

4. Reduced integration, build, and system test cost

5. Improved cost model due to larger percentage of developers in low-cost countries
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Monetizing the Value of Quality Improvement

Two key drivers:

1. Fewer defects found post deployment

� A result of better test coverage, automated and frequent testing

2. The average defect is found earlier in the lifecycle, when the cost of finding them 
is lower

� A result of iterative and agile development, enabled through improved lifecycle integration

� Problem: How do you know the cost of a defect

� Solution: If you have collected your own baseline data, use it. If not, we make it 

easy to select relevant industry data



The Premier Event for Software and Systems Innovation 

14
© 2011 IBM Corporation

Monetizing the Value of Quality Improvement
Step-by-step Process (1 out of 2)

Goal: Monetize the value of Quality Improvement post deployment of our ALM

1) Enter project information 

2) Adjust defect removal efficiency rate at release time (optional)

Pre-populated based 
on process selection

(Bseline data from 
Capers Jones)

3) Select industry baseline for the cost of fixing defects or 

adjust your own data (optional)

4) Estimated software size and number of potential defects 

(Automatically calculated )
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Monetizing the Value of Quality Improvement
Step-by-step Process (2 out of 2)

5) Enter actual number of class 1 and class 2 defect closed for each iteration

6) Savings are automatically calculated from the above table

Savings: The 
diff between 
Actuals and 
Expected

Reduce cost by fixing defects 

earlier in the lifecycle

Reduce cost by having fewer 

defects post deployment

Benchmark
data

Actuals
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Monetizing the Value of Reduced Time To Value (TTV)

Applications fall into either of 3 main categories

1. There is no incremental value from early delivery

� Example: Make this application SOX compliant before 2012-12-31.

2. The benefit stream of the application occurs earlier

� Approximate benefit stream as linear.

� We believe this to be the most common case for a majority of inhouse application. 

� Example: This application increases efficiency of our Travel Auditing process by 10%. 

3. The benefit of early release increases (potentially dramatically) due to the benefit 

of being ‘early to market’

� True for applications in a highly competitive market. Example: Mobile device market.

� The size of this benefit should be estimated on a case by case basis, and we will not 

provide a formula for this.

Our focus
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Monetizing the Value of Reduced TTV
2) The benefit stream of the application occurs earlier

� Problem: How do I calculate the monthly benefit stream of my application?

� Case A: I have done an ROI analysis, and I hence know the size of the benefit stream (less 

common)

� Case B: Within my organization, we expect a payback within a certain time period, e.g. 18 or 

36 months (more common)

� Apply average payback time based 
on financial guidelines.

� Benefit stream can be estimated as
Project Cost / Standard Payback time

� Value can now be calculated as 

� “Reduction in TDD” = 
“Past Average TDD” – “TDD for this project”

� “Incremental value” = 
“monthly benefit stream” * “Reduction in TDD”
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Monetizing the cost for process improvement

� To calculate ROI, we also need to calculate the cost of deploying agile and ALM

� The below showcases sample cost streams to account for 
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Summary: Monetizing the Value

� Productivity

� Monetize value of acceleration (Points, LOC, FP, Business Points, …)

� Optionally measure the source for the productivity gain

� Quality

� Monetize value of fewer defects post deployment 

� Monetize value of defects found earlier in the lifecycle, when the cost of finding 

them is lower

� Time-To-Value

� Monetize value of the benefit stream of the application occurring earlier 

� Enable capturing the value of being ‘early to market’ in competitive markets
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www.ibm.com/software/rational
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Developing a model for organizational level approval

� Problem: 

�When you adopt agile / ALM over a large organization, how can you assess the value? 

� If you extrapolate from a few projects, how do you know that they are representative?

� Solution: 

�Categorize projects by type

�Establish average monetized value by project type by measuring a set of individual 

projects for each project type

�Do a sanity to ensure data is realistic. Did you only pick very successful projects? Some 

WILL fail…

�Calibrate as you measure the data from more and more projects

This section borrows from Dave Lubanko and Murray Cantor 
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New capability on 
existing platform

Maintenance and 
small change 

requests

New 
platform

Medium VarianceHigh Variance Low Variance

Variance in outcome reduces with increased application maturity
Leverage level of uncertainty as a primary category for project types
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Other categories may apply for your organization, such current process, region, or maturity of team
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Variance impact the importance of different productivity gains

The above table is the effect of a combination of what 

improvements can be achieved, and how much an 

organization cares about an improvement area.
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Monetize value form multiple projects to understand organizational averages
Categorize by variance level

Sample calculation of value of enterprise-wide adoption

Be wary if your averages are too high!

Did you pick only the golden nuggets, or a true cross-sample?
See next slide for a sanity check…
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Improvement potential levels out with increasing organizational size
Compare GNP growth

GDP Growth

� No one has sustained ~10% annual 

improvement for more than 5 consecutive  

years in the world in the last 40 years

� Suitable as comparison for immature 
organizations

Software Development (What to expect)

� Mature organizations:  Sustained annual 

productivity gains of 5%

� Emerging organizations: Target to 

outperform the rest of the market by 5% 

over a sustained period

GDP World, China, USA & Former Soviet Union
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The wrong metrics can incent negative behavior
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We need an architecture for our metrics

� Outcome measures

�Productivity

�Time to market

�Quality

�Predictability

�…

� Practice-based control measures

�Test Management: Defect density, test coverage

� Iterative Development: Velocity, iteration burn down

�Continuous integration: Build stability, Build frequency

�…

Operational 
Efficiency0% 100%

Practice 
Adoption0% 100%

How agile am I?

Does agile lead to 

better results?
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Performance Measurement Practices

� Guide people in how to set up a performance 

measurement system, what metrics to have, how to 

interpret them, and what corrective actions to consider

� Guidelines in RMC practices, supported by workshop for 
determining metrics, and workshop to implement metrics in 
Insight

� Measure whether desired outcome is reached (outcome 

metrics)

� Centered on 5 operational goals

� Proposes 2-6 metrics for each goal

� The metrics are laggards

� Measure whether the practices the organization believes 

will drive desired outcome are effectively implemented 

(control metrics)

� Enables us to take corrective actions

� The metrics are predictors
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Storage
Collaboration

QueryDiscovery

Administration: Users, 
projects, process

Best Practice Processes

Presentation:
Mashups

Future
IBM

Capabilities

Your
existing capabilities

3rd-Party
Jazz

Capabilities

Rational
Insight

Rational
Requirements
Composer

Rational
Team
Concert

Rational
Build Forge

Rational
Quality 
Manager

Practices

Self-Check, Practices and Quick Starts
Applying Kaizen

31

Self-Check Understand 
strengths and 
weaknesses

Learn about 
industry best 
practices in 
weak areas

Get enabled on 
tools, practices and 

metrics to jump 
start you adoption Quick Start
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Sample Results and Improvement Actions

Problem area: Find more 
effective collaboration model 
between development and 

independent test team, 
enabling faster feedback to 

development.

Improvement Action:
Increase test automation and 

test frequency.

Problem area: Only 50% of 
check-ins have an 

associated automated test. 
In some cases assumptions 
are made that tests exists, 

but they do not cover 
changes made.

Improvement Action:
Enforce that automated tests 

are checked in with code.
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Continuous 

Integration

Iterative 

Development
Release

Planning
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Operational 
Level

Practice 
Level

Business 
Level

Process Enactment / Governance Enforcement / Process Awareness

Software Delivery Platform

Business Objectives

Operational Objectives

Process Configuration

Software Improvement Needs a Control Framework
Bring Order out of Chaos

Performance Measurement

Subjective

Practice Adoption/Maturity

Objective

Value Metrics
e.g., ROI, ROA for SSD

Operational 
Metrics

e.g., Time to 
market, productivity

feedback

feedback

feedback
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Measurement is key to transforming and organization

� Understand what practices and tool capabilities will drive to your desired outcome

�Establish roadmap for your needs and your current state

� Measure effective implementation of your target practices and tool capabilities

�Take corrective actions as needed

�Engage teams in self-corrections

� Measure outcome 
(productivity, quality, time-to-value)

�Be realistic about organizational 

level improvements

�Small improvements still provide 

potential for great ROI

Toyota:

�No work without process

�No process without metrics

�No metrics without measurement

�No measurement without analysis

�No analysis without improvement
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For more information

� Measured Improvement  - A primer for applying business analytics and process 
optimization to software and systems delivery
ftp://public.dhe.ibm.com/common/ssi/sa/wh/n/raw14214usen/RAW14214USEN.PDF

� MCIF Page on IBM.COM
http://www-01.ibm.com/software/rational/mcif/

� MCIF Whitepaper
http://download.boulder.ibm.com/ibmdl/pub/software/rational/web/whitepapers/KrollCanter_M

CIF_whitepaper2.pdf

� Software Delivery Platform powered by Jazz ibm.com webpage 
http://www-01.ibm.com/software/rational/jazz/

� Self-Check article on developerWorks
http://www.ibm.com/developerworks/rational/library/edge/08/may08/kroll_krebs/index.html

To apply the approaches and assets described in this 

presentation, contact your Rational account team
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Recognition

� Many have contributed to the approach and the assets described

� I want to especially call out 

�Scott Ambler

�Murray Cantor

�Peter Haumer

�Jos Jenneken

�Dave Lubanko

�Monovorath (Molly) Phongpaibul

�Walker Royce
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www.ibm.com/software/rational
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Daily iPod Touch giveaway

� Complete your session surveys online each day 

at a conference kiosk or on your Innovate 2011 Portal!

� Each day that you complete all of that day’s session 
surveys, your name will be entered to win the daily 
IPOD touch!

� On Wednesday be sure to complete your full conference evaluation
to receive your free conference t-shirt!

SPONSORED BY
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