Explain Program Risks with Cost of
Delay 7 /5 LAY R BBE2 A T
B9 %

Johanna Rothman Mass Bay Chapter Y a 74> =&
A~vv AL Ty 72— July 19, 2018

Johanna Rothman works with companies to improve how they manage their
product development. She is the author of Manage Your Project Portfolio:
Increase Your Capacity and Finish More Projects, 2nd edition, Agile and Lean
Program Management: Scaling Collaboration Across the Organization as well as
several other books including the newest: Create Your Successful Agile Project:
Collaborate, Measure, Estimate, Deliver. See her blogs and more of her writing at
jrothman.com.
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Product and feature delays can adversely affect adoption for IT projects and revenue for
commercial products. Cost of delay (CoD) is a way to explain and calculate those costs. Here’s
how one agile program manager used CoD to explain risks.
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Cindy, an agile program manager, was concerned. Several trends bothered her. Her program
had worked hard on finishing a Very Important Customer demo six weeks ago. Up until about a
month before that demo, they’d been proceeding in a fairly predictable way. Each team had been
able to finish a small story every day. They’d built the entire product at least once a day and it
had worked.
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No longer. Now, each team’s cycle time was increasing (not by a lot, but by about a day every
month). It now took each team at least two days to release a feature. Some teams needed three
days. And the cumulative flow measurements were increasing. More teams had more work in
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progress (WIP) in all columns—not just in testing (which Cindy had expected), but more WIP in
development in the coding columns. All the trends were wrong.
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Cindy called Ruby, the program architect, to see what the problem was. Ruby said Stan, the
program product owner, was no longer a rational human being.
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Cindy said, “l was just looking at the program data. I'm a bit worried by the teams not making the
progress we made before the demo. | was going to find you to see if the problems were
technical.”
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“Of course, they’re technical,” Ruby said and shook her head. “We knowingly took on technical
debt to make the demo date. We chose to do that. Stan promised me we would have time after
the demo to replan and fix the debt. But do we? Noooo. Now he wants to keep adding more
features—in the legacy part of the code base, mind you—and he won't listen to reason.”
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Cindy replied, “Well, that makes sense given what I'm seeing in the data. | was thinking of talking
with him after | spoke with you.”
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“Good luck,” Ruby replied. “I bet he won't listen to you, either. We're ‘too technical’ for him. We
don’t understand ‘what the business needs,” using air quotes around the phrases she
emphasized.
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Cindy smiled. “Well, we are pretty technical. | think | can make a case for what we need to do—
once | hear what he has to say.”
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The two of them spoke about the problems and Ruby’s ideas of the solutions. Cindy called Stan
to talk.
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Discover the Root Causes of the Delays
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Cindy started: “Stan, | just spoke with Ruby. She’s not happy with how you’re ranking the
technical debt. And I'm seeing data that says the teams have longer cycle time than before. Have
you seen that?”
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“I have,” he said. He took a deep breath. “Look, we’re having trouble. My boss, the VP of
marketing, thinks the only measure of us as product managers and product owners is the
number of features we ship. The worst part is he thinks of one feature as an entire feature set.
He doesn’t realize what the teams do now.”
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Cindy bit her lip. “Does he realize you folks could workshop the larger feature sets, break them
down smaller and release more features faster?”
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Stan said, “No! | keep telling him that, but it's as if he’s never heard any of this before. He thinks
that making time for ‘refactoring’ and ‘testing’ is code for laziness. He tells me workshopping the
stories ‘coddles’ the teams. He doesn’t get it!”
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Cindy asked, “Oh, so he’s new to the whole idea of agile projects and programs?”
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Stan sighed. “Yes. It's terrible. It doesn’t matter what | say. | don’t get anywhere with our
conversations.”

AL AT B o0, 298, BObDE, MEF-THEDLRVE, EDRFET
MHRHFoLNRNE, |

“Okay,” Cindy said. “I think | have an idea.” She hung up the phone.
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Cindy had met people like this VP in the past. He was stuck in a mindset of thinking that the
teams had to do “all” of a feature set instead of realizing the value of frequent deployment of
small features. Too often, those people also didn’'t understand the value and the costs of not
keeping the code base and unit tests clean.
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She decided to use cost of delay CoD to see how to decide what work to do—and when.
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Use Cost of Delay to Explain the Effect of Project and Program Problems
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Cost of delay is the effect of a delay on expected revenue:
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¢ The company misses the potential sales from the introduction delay.

e The delay introduces lower maximum sales.

e The delayed introduction creates less overall demand, so the feature has less value in
total.

e With less demand, the end of life might be earlier with a delay. Often, this is a function
of not being able to capture the market at the optimum time. Since you don't have the
customers, you have an earlier end of life.
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As a program, they were only six weeks into this downturn, so Cindy was pretty sure Ruby and
Stan could address the problem in the program.
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The real issue was the conversation with Stan’s boss. Cindy decided to calculate the CoD for
one of the delayed feature sets. That would take both the technical debt costs and how to
address a legacy feature set without planning for sufficient automated tests.
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Calculate the Possible Costs of Delay for the Project or Program
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Cindy calculated the costs of delay this way: She took just the three teams most affected and
their run rate. She used 16 people, at an average weekly rate of $,2000/week. They had a six-
week delay right now in fixing the technical debt, so the product would be more robust and work
according to the customers’ expectations:
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16 (people) x $2,000 (salary/week) x 6 (weeks) = $192,000 total cost
16 (A) x $2,000 ( E<2/#4) x 6 (44/4) = $192,000 ;A —F /L= X )

She called Ruby and Stan and asked how long—as a ballpark estimate—it would take these
teams to fix the technical debt, create smaller stories, and create automated unit and system
tests for the problematic feature sets.
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Ruby said that if the teams only worked on fixes, she was pretty sure the teams could complete
them in two weeks. In addition, the teams wouldn’t be digging themselves further into a hole of
difficult code and tests. Why was she so sure? The teams had left notes on what they hadn’t
done before.
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The cost of fixing the technical debt was two weeks multiplied by the 16 people and $2,000/week,
a total of $64,000. That was much less cost than what they were spending now: $192,000 over
the previous six weeks (and only growing).
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Stan said, “I'd like to have a feature set workshop day with the product owners from each of
those teams, and then | suspect we would have small-enough stories that the teams could pretty
easily create automated tests.”
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Cindy thought that might be a little optimistic, so she did the calculation two ways: once for a day
and once for a week. She decided to make the teams’ cycle time two days instead of the normal
one day for the newer stories to account for the lack of tests. That meant that the time to
workshop the stories was four people (Stan and the other three product owners) times one day,
which was $2,000. If it took Stan and the other three people a week, that would be $8,000 to fully
understand the new stories in the legacy area.
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Explain So People Understand A4 PEETE 2 L 5 ICHHATS
Cindy spoke with the VP and explained these ideas:
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¢ Aside from the teams’ disappointment, it had cost the program $192,000 to work like
this. For a $64,000 investment, the teams would be able to proceed at their previous
pace.

e And, for between $2,000 and a maximum of $8,000, the teams would be able to work
with the legacy code faster.
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The VP would see throughput go up and keep the customers. He grumbled, but agreed. He and
Cindy decided to meet again in four weeks to make sure the teams continued to produce faster.
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If your project or program “suddenly” slows down, first, discover the cause(s). Once you know
what causes the delays, see if you can explain the slowdown with cost of delay. It's one more
tool in your toolbox.
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