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“This [report]
was extremely
helpful to me, not
only to
understand the
findings relating
to my current
situation, but
also what CEO
and CIOs are
interested in.”

Carol
Deutschlander,
Home Hardware
Stores Limited

EXECUTIVE SUMMARY

The Business Analysis Benchmark is a large scale survey effort by IAG
Consulting designed to assess the link between an organization’s maturity in
requirements definition and management and project outcome. This year’s
theme is The Path to Success; the study presents detailed findings on the
impact of business requirements maturity and analyzes the strategies and tactics
needed to implement enhanced requirements maturity.

IAG’s Requirements Maturity Model (RMM) is a means to benchmark an
organization’s effectiveness in requirements definition and management by
looking at maturity in six underlying capabilities. Like similar standards-based
models, it classifies companies based on observed, tangible competency in each
capability to make an objective assessment of overall maturity. Using this
approach, IAG found:
e Requirements maturity improvement is highly correlated with improvement in
development effectiveness.

e Requirements maturity cannot be changed through continuous focus on only
one underlying capability.

e High requirements maturity companies can be found amongst the followers
of many different approaches to development such as Agile, Iterative, Plan
Driven (Waterfall), and Prototyping/Visualization centric methods.

The above findings validate the Requirements Maturity Model as a mechanism
for identifying the impact of poor requirements practices on companies,
quantifying the performance change expected for a particular organization’s
situation, and, diagnosing the changes needed should a company choose to
pursue a path of improvement. This report identifies both the strategy and tactics
of enhancing requirements definition and management maturity.

The statistics presented in the Business Analysis Benchmark not only debunk a
number of commonly held beliefs about development effectiveness, it shows that
the average organization wastes a large proportion of their IT development
budget due to poor requirements maturity. To be clear, 75% of organizations
surveyed waste over one in three dollars spent in IT development and
implementation annually as a result of to poor requirements maturity.
These findings detail key issues and actions needed to recapture this wastage.

Key findings of the Business Analysis Benchmark include:

Requirements maturity has a strong positive correlation to EVERY major
measure of development efficiency assessed. On time performance, on budget
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performance, on function performance, overrun magnitudes for each of the
above, and project success rates all improve as requirements maturity increases.
On average, performance virtually doubled on each of these metrics as
organizations progressed from using an ad-hoc approach for requirements
definition and management to having institutionalized and consistent
competency in all capability areas:

e Average on time performance of technology projects increased by 161%.
e Time overruns on projects reduced by 87%.

e Average on budget performance for technology projects improved by just
over 95%.

e Budget overruns reduced by just under 75%.

e Percentage of projects that deliver the functionality needed by the
business rose by just over 75%.

e Average functionality missed dropped by approximately 78%.

A total of 74.1 per cent of survey respondents were classified as immature Level
1 or Level 2 organizations (where the highest maturity Level is 5). These
organizations waste 39% and 34% respectively of their development budget due
to poor requirements definition and management maturity. This wastage due to
poor requirements maturity will increase to over 50% of IT spending on
development and a significant proportion of the maintenance budget in
certain circumstances.

Poor requirements definition and management maturity undermines
organizational competitiveness. Organizations with poor requirements maturity
expend far more time, budget, and management effort to achieve the same
results as organizations with high maturity. For example, organizations with
low requirements maturity achieve the business objectives of a project
initiative a mere 54% of the time while taking 35% more time to achieve this
poorer result. This impact may be so significant over time that it shifts
fundamental financial performance metrics such as Return on Assets. IAG found
Level 4 companies, on average, outperform the ROA of their peer group
competitors by 10%.

While this report discusses and busted a number of commonly held beliefs about
requirements and development efficiency, two issues garnered significant

attention and support from the report’s external review panel:

CIO’s cannot simply attempt to hire great analysts and expect the problem
of poor requirements to go away: In fact, lower skilled people in a high
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requirements maturity company significantly outperform highly skilled people in a
low requirements maturity company.

Agile, Waterfall, Iterative, Prototyping/Visualization have immaterial performance
differences for any given level of requirements definition and management
maturity. There is a raging debate amongst development methodologists each
espousing one method over another. This study finds that changing
development methods - in the absence of also improving requirements
competence in the areas of process, techniques, staff, technology, organization
and deliverables - only nominally improved or reduced overall success rates on
projects. IAG has had excellent results with all these approaches, and, the
findings of the Business Analysis Benchmark do not endorse any one method
over another. The key issue for readers: the overall level of requirements
maturity has a MUCH greater effect on project outcome than the development
method selected.

The Business Analysis Benchmark describes the issues and impacts of each
level of the organization, and the role each plays in moving a company forward
along the path of maturity. This report has a preface that describes the survey,
maturity model, and basic facts surrounding the impact of requirements maturity
on project outcome. The remainder of the report is organized along the lines of
readership group — discussing the key findings as they relate to:

e The CEO: how does requirements maturity impact overall organizational

competitiveness?

e The CIO: how does IT Leadership approach the major issues in making
requirements definition and management change?

e The Project Management & Analyst Leadership: what is the
effectiveness of various paths of change, and what are the required
activities to bring improvement?

In addition to this content, IAG has also asked a series of external reviewers to
comment on survey findings. These invaluable insights are captured in the green
call-out boxes throughout the report.
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THE SURVEY

Last year, over 22 million business and IT professionals across 80 countries and
in 10 languages benefited from the statistics generated from the Business
Analysis Benchmark. This year's survey theme - The Path to Success - identifies
a roadmap for maturing requirements definition and management practices. This
study is about getting repeatable success on strategic IT projects.

In Q2 of 2009, just under 550 companies chose to participate in the Business
Analysis Benchmark — Path to Success survey, leading to 437 qualifying
responses. This survey was designed by IAG Consulting, a world leader in
requirements definition and management, with the intent to assess the link
between an organization’s maturity in requirements definition and management
and project outcomes. For more details on the survey questions, please see the
section “About the Survey Design” at the end of this report. The Business
Analysis Benchmark statistics only include respondents that met the following
three criteria:

e The company spends over $1 million annually in application
development (net of hardware) or software implementation.

e The individual must have experience with business requirements and
project management where net new functionality is added to the
business.

e The company must have run at least four projects in excess of $250,000
in the last 12 months.

These criteria ensured that only experienced professionals with knowledge of
requirements definition and management issues would be included in survey

results. The results are weighted toward medium and large sized commercial
companies, in North America. The sampling is summarized below:
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Position % Respondents Number of Employees in Company % Respondents
1-99 6.2%
Exem:tlve: Hte:af of I‘I];,BCIC?, Heas of ; . 100 to 499 14.3%
evelopment, Line of Business Executive 2%

500 to 2,499 20.3%

Head of PMO or Project Manager 27.1% ! oo

Head of Business Analysis Competency 2,500 to0 4,999 11.5%

Center or BA 52.5% 5,000 1t09,999 8.5%

Other 8.3% 10,000+ 39.2%

100.0% 100.0%

Industry % Respondents Region % ReSpondentS

Energy, Resources & Utilities 3.9% United States 233

Financial Services 17.7% Canada 116
Insurance 9.9%

Government & Social Services 8.7% Western & Eastern EurOpe 26

Healthcare & Pharmaceutical 8.0% India/Pakistan 24

Manufacturing 6.0% Asia/Pacific 22

Media & Industry Analyst 1.1% . . .

Mﬁit;ary &nD:fSe:ge nalysts 1'4%‘: Africa (mainly South Africa) 6

Professional & IT Services 14.4% Middle East 5

Retail, Transportation & Distribution 5.0% Central/South America 5

0,

Software o 9.2% 437
Telecommunications 6.7%
Education 2.1%
Other 6.0%
100.0%

THE REQUIREMENTS MATURITY MODEL

The concept of capability maturity has been around since Deming first started the
quality movement in the 1950s. Since then, hundreds of maturity models have
been developed with surprisingly few focused specifically on business
requirements. IAG’s Requirements Maturity Model (RMM) figures prominently
into the Business Analysis Benchmark — 2009 Structure.

WHY IS THE REQUIREMENTS MATURITY MODEL SO CRITICAL?

Executives today are rightfully cynical about general statements of ROl and
return. Every investment contemplated somehow magically seems to hit the
requisite hurdle rates, while few investments realize the benefits anticipated. We
need to change this return ‘fuzziness’ and be more precise in evaluating exactly
where benefits from improvement are delivered and why. The Requirements
Maturity Model achieves the goal of improving return assurance and is used
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throughout the Business Analysis Benchmark. Whenever IAG refers to
“Requirements Maturity” or “Requirements Definition and Management Maturity
in this report, it is referring to its level of maturity with respect to the 1AG
Requirements Maturity Model.

How IS THE REQUIREMENTS MATURITY MODEL STRUCTURED?

IAG’s Requirements Maturity Model has two dimensions:

Maturity Level: IAG’s is a staged maturity model similar to those used by
several industry standards bodies. An organization progresses up the ladder
(below) as goals are achieved and thresholds surpassed. Each level of maturity
shifts the emphasis to different requirement practice characteristics. Each level
builds a foundation for succeeding levels.

i E
g E
e E
e E

.

P » Performed

F Incomplete

Capability Area: Six capability areas are assessed and combined to determine
the maturity level of an organization’s requirements management practice.
These six are the fundamental building blocks for requirements definition and
management and include:

e Process: Definition, usage, and management of requirement
procedures.

e Practices & Techniques: Definition of how analysts will perform work,
the efficiency and effectiveness of these activities.

e Technology: Provision, usage, and integration of software tools in the
context of the requirements practice.

o Staff Competency: Level of knowledge, skills, and ability of the
workforce.
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e Deliverables: Definition, production, and usage of work products as
output from the requirement process.

e Organization: Organizational model and services delivered to
stakeholders, the provision of resources and resource management in
the delivery of these services, and the framework of process and tool
governance.

MEASURING MATURITY

Overall Maturity is a composite of performance across the six capability areas.
IAG weights each area slightly differently based on our experience in what drives
effective long term performance and consistency in requirements execution.
Hence, each respondent has “maturity” determined within each of the six
capability areas, in addition to a single aggregate maturity score.

Maturity is very ‘step-like’ in nature. There is no “Level 2.3” for example. An
organization progresses up the ladder as tangible goals are achieved and
thresholds are surpassed. From time-to-time, IAG may present more granular
sub-step data to readers to assist in visualizing trends; however, our intent is to
show the progression of skills that happen at Level 1, at Level 2, at Level 3 etc.

THE BUSINESS ANALYSIS BENCHMARK 2009
SURVEY FOCUS

Any single research effort cannot cover the entire waterfront without making the
survey impossibly long. IAG’s main concentration in 2009 was to carefully
examine maturity Levels 1 through 4. IAG is not presenting data at the extremes
of Levels 0 or 5. Be aware, organizations with no requirements processes or
standards in place whatsoever will substantially underperform the Level 1 results
depicted in this survey.

The characteristics of organizations for each level and capability area are listed
on the following page.
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Process T ed1i: nt :‘ﬁ; Deliverables | Technology Organization ComE petetinq/
CONSULTING
0 _ No defined Requirement Technology is not Organization does N(;uk:(?;r’:;?ﬁael of
No defined practices & documents are considered or not see need to concents and skills
I | process techniques not a standard used in capturing support business for rep uirements
ncomplete 4 deliverable business needs analysis practice qu
delivery
Standard generic
1 in?;z;rg?é/nt Informal & Informal, non- desktop tools. Limited Support. I-Iii\cl)(\?vlaerjur:ad;[n n?gtsil
definition and Inconsistent use standardized No planned Undefined Roles. core co?mepts &
Performed . documentation approach to tool Little Training .
execution usage skills
Templates, . -
Best practices guidelines, zictlg::g;srr: t d(ge;g:gzastf;pgisof
2 Defined activities used. Guidelines stgndards software tools business analysis Good knowledge of
performed on defined but not defined. Not ided best i q all concepts and key
fined many projects etined but no mandated. providec. Gs! practices an BA skills
Define mandated Used t Inconsistent staff development to
pro(j):c;zos usage an individual or team
Use of standard
Standards deliverables Requirements
3 implemented and Standards mandatory. ma?na ement A formal Good demonstrated
followed on implemented Quality ﬂg Requirements/BA bility i ired
majority of used on majority standards well __soltware organization apility in require
Implemented projects. Detailed of projects defined. Used | MPlemented and established competencies
task definition on majority of mandatory
projects
Required
Meets management Metrics are applied
. expectations on software against the center of
Universally Measurements of ) integrated with support for Business .
< applied. compliance, and vMugIIyt all project Analysis. Sf.lllld knowlque,
. . . Integrated with effectiveness are | tprOJ(tac ds. ith management and Organization SK .S’taq? ab|||t|y. d
Institutionalized PMLC/SDLC applied regularly Plr\]ll;ssg[r)al_g VFV' I application life measures consistently applie
autométe du y cycle effectiveness of
management training
software
Process definition | Defined practices lrprdateds t
is updated based & techniques periormea 1o Requirements/BA
5 on metrics, updated based on _|r:jcorporste E_nhelmcements organization is
changes to metrics, changes n ;rztgiceeSt |mpUeSn;3r;ted. continually improved. | Advanced Level of
.. corporate to corporate . . . External audits Proficienc
Optimizing strategy, and strategy, and innovations and continuously applied to validate Y
: . updates in improved
industry industry enterorise measurements
innovations innovations P
strategy
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THE FACTS: THE IMPACT OF REQUIREMENTS
MATURITY ON PROJECT OUTCOME

Requirements maturity may be more important than any other single factor in the
determination of overall development effectiveness. The graph below illustrates
that low requirements maturity organizations underperform high requirements
maturity organizations on every measure of development efficiency. Not only are
high requirements maturity organizations noticeably better at servicing the needs
of the business, they perform nearly twice as well on every measure of
development productivity:

e Ontime delivery

e On budget delivery

e Percentage of projects delivering the required functionality
e Percentage of projects deemed successful

A total of 74.1% of the companies surveyed in The Business Analysis
Benchmark — 2009, were found to have a low level of requirements maturityl. To
underscore the magnitude of impact that requirements maturity has on the
performance of the IT organization take the example of a company that
successfully transitions from Level 1 to Level 4 maturity in requirements definition
and management. The results of the Business Analysis Benchmark showed the
average organization:

e Improved on time performance of technology projects increased by
161%.

e Reduced time overruns on projects by 87%.

e Improved average on budget performance for technology projects by just
over 95%.

e Reduced budget overruns by just under 75%.

e Improved the per cent of projects that deliver 100% of the functionality
needed by the business by just over 75%.

e Reduced average functionality missed by approximately 78%.

! Maturity Level of 1 or 2 where maximum maturity is 5
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PERFORMANCE CHANGES TO ON TIME, ON BUDGET, ON FUNCTION,
ON OBJECTIVE DEVELOPMENT, BY MATURITY LEVEL

100%
90% //
0,
80% A — %of Projects Delivered on
70% TIME
/ B —— % of Projects Delivered on
60% - Budget
In % of all ¢ // C ——%of Projects Delivering Al
projects 50% D Required Functionality
B // D % of Projects Deemed
40% / Successful
A

30%

20%

10%

0%
Levell Level2 Level3 Level4

Requirements Discovery & Management Maturity of Organization

N=437
Source: Business Analysis Benchmark, 2009

The notion that the business can produce requirements on its own in the
absence of mature requirements definition and management competency is
absurd; it is akin to a CFO attempting to prepare financial reports in the absence
of knowing Generally Accepted Accounting Principles. The capacity for
requirements planning, elicitation, analysis, documentation and management
must lie somewhere within the organization. This capacity may exist in a wide
variety of structures including centralized center of excellence, a distributed
analyst function, with developers (in the case of agile practices), or in the hands
of user interface experts or prototyping experts (in the case of visualization /
prototyping centric methods) so long as it is effective. In the absence of this
analysis capacity, IT development will be about half as productive as an IT
organization with high levels of requirements definition and management
maturity.

PoOOR REQUIREMENTS DEFINITION AND MANAGEMENT WASTES 34%
OF THE AVERAGE ORGANIZATION’S IT BUDGET

The Business Analysis Benchmark found organizations with Level 1 maturity,
intending to build a $250,000 application, will spend, on average, $356,000;
absorbing much of this cost as unplanned overrun (about $72,000), but also
absorbing extremely high additional maintenance to produce functionality missed
in the first release. Because low maturity organizations miss so much
functionality in the initial deployment of their applications, and are relatively
inefficient at defining stakeholder needs, post-deployment maintenance costs
add an additional 13.7% on top of already excessive overruns. Conservatively,
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for an organization with 50% of its application development and maintenance
budget allocated to maintenance, poor requirements maturity consumes one in
every seven dollars available for maintenance. The total wastage of combined
development and maintenance budget is illustrated below.

AVERAGE CoOST OoF A $250,000
PROJECT BY MATURITY LEVEL

$370,000 T"@?’@W

m Additional Costto Achieve
100% of Target Functionality

= Average Costof Initial Project

Maturity Level

N=437
Source: Business Analysis Benchmark, 2009

IAG believes if an IT organization:

e is continuously late in delivery,

e s continuously well over budget,

e continues to deliver only one third of projects successfully; and,

e consumes unnecessarily large amounts of its resources in maintenance
rather than delivering substantially new functionality to the business,

a crisis of confidence in the leadership of this IT organization will eventually
occur.

Average Level 1 and Level 2 organizations were found to waste 39% and 34%,
respectively, of their development budget. This wastage is a result of poor
requirements practices which generate high costs of initial development and high
downstream maintenance costs.
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COMPOSITION OF PROJECT PORTFOLIO INCREASES WASTAGE AT
LARGER COMPANIES

Wastage by Portfolio Mix

Average of Level 1 and Level 2 Companies Versus Level 3Companies

60%
50%
40%
30%
20% - m\Vastage: Level 1 & 2 Companies
Wastage: Level 3 Companies
10% -
0% - T T T T ,
0% of Project Lessthan  25%-50% of 50%-70% of Over 70% of
over $5 Million  <25% of Projectsin Projects In projectsin
projectsin  Portfolio over Portfolio over Portfolio over
portfolio over $5M $5M $5M
$5 Million

Source: Business Analysis Benchmark, 2009

No matter what the project size and project portfolio mix, requirements maturity
will improve performance. However, wastage levels dramatically rise for low
requirements maturity companies when there is great variability in the sizes of
projects in the portfolio. At the extreme ranges of the data illustrated above,
companies have fairly homogeneous portfolios; either there are no very large
projects, or the vast majority of projects are very large. At these extremes,
companies of similar requirements maturity have almost half the wastage of
companies with a mixed portfolio of project sizes. The converse is the critical
finding of this research; companies with portfolios of significantly varying
project sizes experience nearly twice the wastage due to requirements than
organizations with relatively homogeneous portfolios of projects. IAG
concludes it is far more difficult for companies with widely varied portfolios to
deliver on budget and on function in the absence of requirements maturity.

The above data does not bode well for the vast majority of Fortune 500 class
companies. These companies are very likely to have mixed project portfolios
and experience wastage levels between 40% and 50% due to requirements
immaturity — far higher than projected by looking at simple averages. However,
the data also indicates:

e There are other ways to boost IT productivity, like trying to make the project
portfolio more homogeneous, rather than focusing on requirements.
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“The IAG Business
Analysis Benchmark study
confirms that most
companies waste over
30% of their IT budgets on
requirements related
issues. The solution is a
combination of people,
process and technology
that empowers companies
to improve the maturity of
their application definition
function."

Mitch Bishop
iRise

However, these tactics appear to be less effective in cumulative effect than
the improvement made by enhancing requirements definition & management
maturity.

e Companies at a maturity level in excess of 3.0, exhibit very little difference in
performance regardless of the composition of the portfolio. As requirements
maturity increases, the ability of a company to effectively deal with project
portfolio volatility also increases.

THERE IS A MULTIPLIER EFFECT OF REQUIREMENTS MATURITY ON
LARGE PROJECTS

The data above paints a bleak picture for organizations attempting to
implement a single project of significantly different magnitude than those in
their current portfolio. If a low requirements maturity company, dealing
mainly in projects under $1 million, were to undertake a single very large
project budgeted at $5 million, it is likely to spend between $7.5 and $8.9
million on that project before the full required functionality of the business is
delivered. This means an organization could be spending up to 63% more
for this project than a company with high requirements maturity. Given the
extreme time delays and probability that the primary objectives of
development will also be missed, it is unlikely that a company with low
requirements maturity could undertake a large scale project successfully.

This finding replicates the results of the study undertaken by IAG in 2008.

CONCLUDING THOUGHTS: THE IMPACT OF REQUIREMENTS MATURITY
ON PROJECT OUTCOME

It is an understatement to say that poor requirements definition and management
maturity costs the industry billion of dollars annually. Not only is the loss
expressed in raw dollars, there is a multiplier effect of this cost in other areas of
the business — both inside and outside the technology function. If left unchecked,
it is likely that poor requirements maturity will lead to a crisis of confidence in IT,
as well as undermine an organization’s ability to define and implement projects of
significant magnitude.
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THE PATH TO SUCCESS: THE CEO
PERSPECTIVE ON BUSINESS REQUIREMENTS

Suggesting to a CEO that “continuous improvement in business requirements
definition and management” should be on their top 5 priority list seems ridiculous.
A typical CEO would think of business requirements as a tactical activity
performed by mid-level members of the organization. Further, their impression is
likely: while requirements are important, the activity is somewhat ‘technical in
nature’ rather than ‘strategic’. How wrong.

Let’s put ‘Business Requirements’ into the context of the CEO and separate the
tactical role from the strategic executive role. As the sources of impact and
benefit of requirements maturity improvement are uncovered, the direct impact of
requirements maturity on the CEO becomes apparent.

For many CEOs, the idea of wasting 34¢ of every dollar spent on IT development
may be sufficient to incite interest in participating in improving requirements
definition and management and eliminating this waste. However, this is still a
fairly tactical discussion and it is almost entirely within the technology domain.
The strategic discussion for CEOs centers on issues that are mainly within the
business domain (as illustrated to the right):

e The efficiency of an organization in setting and achieving business objectives
where these touch on technology deployment.

e The impact of requirements quality on the cost of large scale change
initiatives.

SOURCES OF BENEFIT

Business Objectives
Efficiency

Business
Analyst
Productivity

Major
Change
Efficiency

. IT Development
Domain P

Efficiency
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If time and cost issues associated with poor requirements were entirely contained
within the technology function, business requirements would not be an issue for
the CEO. However, the two domains of benefit described above are inherently
cross-functional in nature, sit within the business domain, and directly impact the
CEO'’s ability to achieve organizational improvement.

REQUIREMENTS MATURITY AND ITS IMPACT ON ORGANIZATIONAL
COMPETITIVENESS

Technology is an enabler that pervades organizations and creates a
differentiated customer experience, differentiated cost base, differentiated
channel structure, and so on. It makes sense that when there is inefficient
communication between business and technology, business owners are far less
capable of achieving business objectives; hence the term “objectives efficiency’.
By objectives efficiency, we mean organizations with poor business
requirements take more management effort to and achieve POORER
results than organizations with high degrees of requirements maturity.

WHAT IS THE IMPACT OF POOR ‘OBJECTIVES EFFICIENCY’?

On average, organizations at a low level of maturity in their requirements
practices achieve the business objectives of a technology initiative a mere 54%
of the time and miss one quarter of the stated project objectives in every project
executed. The low requirements maturity organizations take 35% more time to
achieve these poorer results. This means the low requirements maturity
organization expends lots of effort to achieve poor results in every place that
technology touches the business; i.e., their efficiency in achieving objectives is
very low. High requirements maturity organizations are the opposite, and are
very efficient at achieving business objectives.

The CEO issue is one of competitiveness. Can a company remain competitive
over many years if management is so inefficiently utilized (spending twice as
much effort to achieve a far lesser result)? To illustrate this point: take two
hypothetical organizations, one of Level 4 maturity and one of Level 1 maturity.
Each is initially trying to achieve 100 objectives per month. Assume each
objective, once achieved, yields $25,000 in incremental and sustainable revenue
annually to the business and adds new people able to add value to the business
in the future. Over the course of 10 years, the Level 4 maturity organization
outperforms the Level 1 organization by $215 million.?

IAG believes low requirements maturity organizations are generally slower to
innovate and adapt to change relative to higher requirements maturity

2 The magnitude of the efficiency gap in year 1 (the Level 4 is 45% more efficient than the Level 1)
yields an exponential separation in revenue growth with only nominal assumptions.
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competitors. This result will eventually show up in the overall financial
performance of the company.

To highlight this impact, IAG compared management efficiency metrics from
financial statements of publically traded survey respondents. Below is a graph
showing the Average Return on Assets of surveyed companies versus their peer
group3 for each requirements maturity level. This data shows Level 4 maturity
organizations outperformed the average ROA of their peers group by

almost 10%. i.e., if the average ROA for an industry is 7%, on average, Level 4

players in this industry had an ROA of 17%.

While evidence is not conclusive®, the obvious trending of ROA as maturity
increases leads us to believe that organizations with higher requirements
maturity yield an up to 10% higher return on assets than organizations with low
levels of requirements definition and management maturity.

AVERAGE DIFFERENCE BETWEEN ROA OF RESPONDENT AND
ROA OF RESPONDENT'S INDUSTRY PEER GROUP — BY

MATURITY LEVEL
L e — )
+9% ] .
+8% -
%+
+6%
+5% |,' :'"-———_,
4% j . m Average Differential
:Z;‘j T ROA verus Industry
o
1% 1 ' ' Peers
+0%
NIy )
\eT e 6\18\?’ eqe\rs 36 N=141
\ \ \’ \|e\ \’eqe\ Source: Business Analysis Benchmark, 2009

Source: Reuters (comparative industry data)

Shown is the average delta between each company’s ROA and their individual industry peer group

ROA for any given level of requirements maturity. ROA measure and peer group value used was
trailing 12 month, both as reported by Reuters.

* The current market volatility masks results. Variability within each maturity level is higher than the

variability between the maturity levels. |IAG’s study also did not attempt to address the sustainability
of ROA improvement.
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INCREASING THE COST OF LARGE SCALE CHANGE

Let’'s assume for a minute that any change driven by the CEO will be relatively
large scale. lItis in these larger scale initiatives that requirements immaturity may
wreak havoc and lead to catastrophic results. For example:

Where a Level 1 requirements maturity company funds a $100 million initiative, it
has a very high probability of undertaking an additional $60 million in unplanned
expenditure despite best budgeting and control efforts due to poor requirements.
Further, this same Level 1 maturity company will likely experience such a long
implementation cycle and poor resulting functionality match, that the application
installed has a high probability of being untenable. Published research from
Gartner, InfoTech Research and others have all stated — over 70% of application
failures are traceable back to poor requirements.”

As the magnitude of these CEO-driven-changes rises and the mix of projects in
the portfolio becomes more widely varied, the probability of requirements-driven
failure also scales to the point where low maturity organizations become
ineffective at making larger scale change. The risks caused by low requirements
definition and management maturity are extreme when dealing with larger scale
development for low requirements maturity organizations. This impacts CEOSs in:

e The likelihood of being faced with unsuccessful change initiatives after
substantial management effort and long delays

e The probability of needing to show overrun contingencies on financial
statements to satisfy current reporting legislation.

e Being far slower to respond to technology-based competitive threats.

CLOSING THOUGHTS FOR THE CEO

Low requirements maturity organizations are inefficient in spending on
technology. These same low maturity organizations must expend far more
management effort than high requirements maturity competitors in achieving a
similar target outcome. Such an erosion of an organization’s competitiveness is
significant enough to eventually become evident in the relative financial
performance of even a Fortune 500 class company.

® InfoTech: “Flawed Requirements Trigger 70% of Project Failures”, February 2006

Gartner: “Communication challenges between business teams and technologists are chronic — we
estimate that 60%-80% of project failure can be attributed directly to poor requirements gathering,
analysis, and management.” (originally published by Meta Group Research)
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THE CEO PATH TO SUCCESS

The theme of this year’s Business Analysis Benchmark study is The Path to
Success. Our emphasis is on positive actions that individuals and organizations
can take to improve project performance through improvements in requirements
definition and management. In the case of the CEO, the Business Analysis
Benchmark study lends strong evidence that the maturity of business
requirements definition and management has a significant impact on
organizational competitiveness and management efficiency. These facts make
knowing the overall level of maturity essential for the CEO. We believe CEOs
need to consider the following action steps if they are to follow a path to success:

e The CEO must signal their support for requirements definition and
management maturity, and indicate an expectation of corporate executive
support for the initiative.

e The CEO must press for competence in the process of requirements
definition and management, assuring a plan for maturity improvement is in
place to achieve these goals and progress is being made on this plan.

e The CEO should insist on a requirements definition and management risk
assessment and mitigation for any abnormally large IT development
expenditure. Low levels of requirements definition and management maturity
yield high and quantifiable risks for corporations.

THE PATH TO SUCCESS — CIO PERSPECTIVE
ON BUSINESS REQUIREMENTS MATURITY

Gathering and managing business requirements is a process best jointly owned
by business and technology, but this is not always possible. With so much
performance impact at stake, CIOs often are in the position of having to step in
as sole owners of the requirements process when the business is immature in
producing business requirements. It then falls to the CIO to:

e Diagnose if requirements immaturity is adversely affecting their organization;
e Own the path to success for improving requirements practices.

CIO ISSUES IN ADDRESSING REQUIREMENTS MATURITY

CIOs work hard to improve organizational efficiency, but must also face a wide
array of contradictory messages that make it more difficult to see the path to
success. The findings below are designed to shed light on a series of
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misconceptions and highlight major issues the organization must address if it is
to get on a path of sustained development success.

ISSUE #1 — REQUIREMENTS MATURITY IS MORE IMPORTANT TO
OUTCOME THAN THE DEVELOPMENT METHODOLOGY SELECTED

Some organizations have attempted to shrug off the demands of maturing
requirements practices thinking that by adopting agile or visualization centric
methods, requirements practices become secondary. Nothing could be further
from the truth. The Business Analysis Benchmark findings show that different
development methodologies have no performance difference for any given
level of Requirements Maturity.

This study finds that changing development practices - in the absence of also
improving requirements capabilities in the areas of process, techniques, staff,
technology, organization and deliverables - only nominally improved or reduced
overall success rates on projects. Companies must take these factors into
account should they decide to switch methods.

The Business Analysis Benchmark does not endorse any one method over
another; IAG has had excellent results with all these approaches. The key issue:
the overall level of requirements maturity has a MUCH greater effect on
project outcome than the development method selected.

ISSUE #2 — MYTH-BUSTING: SIMPLY HIRE GOOD ANALYSTS AND
THE REQUIREMENTS PROBLEM GOES AWAY

While it is necessary to hire good business analysts, it is also necessary to
properly define their role and a host of other factors. The idea that a Level 1 or
Level 2 organization can simply hire competent people and the problem of
requirements quality will go away is false.

The Hiring Challenge:

Despite their best intentions, Level 1 and Level 2 organizations tend to only
attract Level 1 and Level 2 analyst skills. In fact, the level of knowledge, skill,
and ability, is far lower than the average skill level employed by high maturity
companies. Level 1 and Level 2 organizations cannot hire efficiently since they
have poorly defined analyst roles, required skills, testable competencies,
expected services to be delivered by practitioners, and measurement of results.
How can an organization hire competently when it does not know what to hire?
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Conversely, very few organizations surveyed with a maturity level over 3.5 had
poor staff capability. Higher maturity organizations are simply better at hiring and
developing excellent requirements definition and management capability.

Having good people without the other factors does not materially change
level of maturity:

Great people in a poor requirements maturity organization can only produce
mediocre results — particularly in comparison to this same level of skill in a high
requirements maturity organization. Without question, hiring great people will
have some positive benefits, but this will only take the organization a half step
forward in maturity. i.e., a Level 2 maturity organization that hires Level 4
competency analysts will get Level 2.5 results. The other capability areas of the
Requirements Maturity Model clearly have a significant performance multiplier
effect on the skills of analysts.

The figure to the right illustrates lower skill level analysts outperforming
significantly higher skill level staff working for lower requirements management
maturity companies. Again, requirements management maturity capability areas
have an accelerating effect on performance:

e Maturity across multiple capability areas accelerates personal
performance dramatically.

e Significant immaturity in individual areas stifles performance
dramatically.

How do these results affect outsourcing or staffing strategies?

If an organization outsources requirements definition and management it would
be well served to ensure the consulting firm engaged exhibits all six requirements
maturity capabilities. In the absence of this breadth of competency, like using a
staffing firm, it is unlikely to change overall project success rates significantly.

PERFORMANCE OF PEOPLE IS IMPACTED
SIGNIFICANTLY BY OVERALL REQUIREMENTS
DISCOVERY & MANAGEMENT MATURITY
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80%

75%

70% Performance of Level
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50% ® Performance of Level
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“The CIO’s Issues in addressing Requirements Maturity very effectively dealt with some of the myths and
misidentified reasons for success.

As an example, we have piloted an iterative approach on some projects. These projects have been incredibly
successful and now people want to do it for all projects. | am now working to ensure people understand
that Iterative worked not because it is a better methodology than waterfall, but because it was the
right methodology for the nature of those projects. We had a business unit that was unclear on what they
wanted and needed to “see it to know”. That means we need to build some, then show, build some more,
then show. If the requirements could have been made very clear and well understood up front then waterfall
would have been a more efficient methodology. What really allowed these projects to succeed was that
the BA could focus the business on getting a clear understanding of what they wanted to do, do it,
then move on to the next piece and develop that clear understanding. As you noted, this all comes
back to requirements maturity.

The comments around the hiring challenge really addressed a couple of prevailing thoughts, one, that a good
analyst makes up for all else, or even worse; two, | can get the PM to do the work (yikes). All that said, this
issue was really driven home for me when | had one of my analysts approach me about a year ago. She was
quite strong in her role and was being asked to take on a system she had never touched before. Everything
was new and she couldn’t count on her deep system knowledge to help her cut corners and anticipate
landmines. In our conversation she said that in her past she would have been afraid to take on something
new like this given that she would be the only analyst on the project. Up until then they had always used a
knowledge based model (e.g., using personal understanding of the business and system infrastructure to
drive the requirements process) and she knew that could no longer work for her in something new like this.
Her comfort this time was driven by the fact that we had a process and methodology to engage the customer
and elicit the requirements. By following this approach, she was confident that she would bring out the right
information allowing IT to deliver the right solution. She was proven absolutely right.”

Angus Muir
IT Director

ISSUE #3 — REQUIREMENTS DEFINITION AND MANAGEMENT
TAKES A SIGNIFICANT COMMITMENT OF TIME AND EFFORT

Maturing an organization requires that stakeholders understand the impact of
poor requirements processes on their overall business performance, and agree
to participate in a more mature process. For companies unfamiliar with spending
$100,000 or $200,000 without a single line of code being written, this can be a
significant culture shock. However, IAG found a direct correlation between the
amount of effort applied to requirements definition and management, and the
overall maturity of organizations generally. Higher maturity companies dedicate
more effort to ensuring that requirements are right versus their low requirements
maturity counterparts. The challenge for ClOs is to have the faith to front-end-
load expenditure, knowing that overall costs on the project drop precipitously as
a result.
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TOTAL PER CENT OF DEVELOPMENT BUDGET COMMITTED TO
REQUIREMENTS DISCOVERY AND MANAGEMENT, BY
MATURITY LEVEL, ON AN AVERAGE $ 1 MILLION PROJECT
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Requirements Timeliness Needs to Improve in the Industry

The study shows that the average $1 million project required between twelve and
nineteen weeks to prepare requirements. IAG believes this is too long and is the
direct result of sub-optimal processes. Dramatic compression in time to deliver
requirements can be brought to a mature organization — irrespective of its
development methodology. Hence, there needs to be a focus not only on
establishing best practices, but continuously optimizing practices.

Level 5 (continuously optimizing) organizations would be far more focused on
making the stakeholder experience more efficient. For example, IAG itself, on
the average $1 Million assignment would complete:

e Business requirements (process flow, data flow, business rules, structured
statements of system capability, ERD, and the start of the data dictionary) in
no more than 10 to 15 working days (as opposed to taking more than an
month).

o Detailed requirements would not take longer than 5 to 10 weeks (about a
third the time period averages found in the study).

CIOs need to expend effort to ensure stakeholders participate in gathering
requirements. As a whole, the industry also needs to further optimize so that
higher quality requirements can be generated with far less consumption of
stakeholder time, and in far shorter time periods.
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SPENDING ON TRAINING AND DEVELOPMENT PER
ANALYST TO GET PERFORMANCE IMPROVEMENT
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ISSUE #4 — FIXING REQUIREMENTS DEFINITION AND
MANAGEMENT MATURITY IS NOT FREE

The requirements practice area tends to be underfunded by organizations that
are immature. Underfunding improvement creates a self-propagating cycle
where the organization cannot materially change maturity levels. Underfunding
results in a lack of impact across a broad spectrum of requirements definition and
management maturity areas and therefore limits change to overall performance
on projects. The cycle of underfunding change becomes self-perpetuated when
first forays into improvement are met with less than stellar success. The likely
result will be waning interest in continued focus on change. Unlike low maturity
organizations, the Business Analysis Benchmark indicates that high
requirements maturity organizations invest a tremendous amount to achieve their
goals.

Luckily, the business case for investment in improving requirements maturity can
be easily made based on a relatively small volume of projects. Assume the
following baseline scenario: an average Level 1 organization, doing three
projects in a year with an application development budget of $966,000. On
average, each project expected to be $250,000 likely ends up costing $322,000,
and carries an additional $34,400 in maintenance post deployment to make up
for missed requirements during development. The comparative: a Level 4
maturity analyst at a Level 4 company will end up doing four projects of equal
magnitude in that same time period taken by the Level 1 analyst, each of which
would end up costing being a mere $6,000 over expected cost on average rather
than $72,000 and have negligible additional maintenance as a result of missed
requirements. Therefore, if IAG assumes the company achieves the average
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performance for their level of maturity, the productivity and performance gain, per
analyst, of improving requirements maturity to Level 4 for the Level 1
organization, would be:

e $199,000 savings in direct development or 20.6% increase in projects
depending on what is desired

e $103,200 in maintenance post deployment is avoided and dropped from
the maintenance budget (not included in above).

e 32.4% improvement in analyst productivity

e Over 30% improvement in time required by stakeholders to participate in
requirements sessions

e Satisfaction rate with IT projects increases to over 80% (82.7% hit
objectives of development and over 92% are considered successful)
from about 50% (54% of projects hit objectives and 49% are considered
successful)

Suffice it to say, for almost any reasonable investment, the benefits will more
than outweigh the costs, so long as the expenditure is of sufficient magnitude to
actually gain the organization Level 4 maturity.

ISSUE #5 — EVERYONE RECOGNIZES REQUIREMENTS ARE
IMPORTANT — BUT DO THEY TAKE ACTION?

The simple answer is “they don’t take action”. Over the course of 2008 and 2009
research, and in discussing these results with tens of thousands of people, IAG
concluded that while over 95% of people would say “Having good requirements
is important to the outcome of my project”, few will change existing behavior to
achieve this result. Low maturity organizations will recognize that they have poor
requirements, and, that this dramatically affects project performance, yet they
continue to make the same decisions that led to getting poor requirements in the
first place on project after project. It falls to the savvy CIO to correct this entropy
and force corrective action and the controlling of requirements-related risks.

Only in the face of a visceral reaction to objective data will people take action.
The issue for CIOs lies in how you set up a pilot project or other proof of concept,
and how to measure and describe the benefits. Benefits must always be
described in terms of ‘what’s in it for the stakeholder’.

For example, showing the organization that requirements change was reduced

by 75% may be exciting to the IT organization, but may not lead to the needed
reaction that change is needed and compliance to the new change program is
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warranted. If the CIO instead showed that productivity increased by 40% in all
business function areas, while satisfaction with projects shifted by an order of
magnitude — folks are more likely to get on board. The challenge for CIOs is that
this latter set of statistics is more difficult to baseline and measure.

ISSUE #6 — THERE IS A HIGH PROBABILITY YOUR COMPANY IS A
LEVEL 2 OR LOWER MATURITY

The Business Analysis Benchmark 2009 found almost 75% of organizations at a
Level 1 or Level 2 maturity in requirements definition and management while
relatively few organizations had achieved Level 4. Had this survey been done 5
years ago the curve would have been skewed even further to the left. I1AG
believes that great strides have been taken over the last 5 years to improve
overall industry maturity in requirements definition and management. However,
the vast majority of companies have a big job ahead of them if they wish to
significantly improve.
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CONCLUSIONS FOR THE CIO: GETTING ON THE PATH TO SUCCESS

Ask yourself the question: “Is the business predictably successful in technology
endeavors?” If the answer is anything other than an unqualified “yes”, chances
are there is an issue in requirements definition and management maturity that
must be addressed and resolved. The issues involved in achieving this goal are
by no means simple. You cannot simply hire a few people, or throw a few
training dollars in the direction of improvement. Improving requirements
definition and management maturity requires changing a broad cross-section of
competencies. Combine the above challenge with the amount of effort needed to
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bring stakeholders on-board with the initiative, and it's easy to see why many
organizations fail in efforts to make improvement.

The CIO is accountable for being the bridge between business and IT and is
focused on more predictably delivering solutions. This results in an inherent
focus on maturing requirements definition and management. For 75% of
organizations, implementing this strategy yields a quantum improvement in
productivity — both within the analyst function, and across development and
maintenance organizations. It is a simple fact that, not only do well planned and
described projects run better, but few other IT investments will yield the
magnitude of return of a requirements transformation program properly designed
to improve requirements maturity.

For the CIO, the six issues outlined in this report establish guidelines for a
program of change. CIOs need to be the change catalyst in this program. If you
wish to accelerate your organization down a path toward success, IAG
Consulting has the following message:

e CIOs own the path of improving requirements maturity. While the
process of conducting requirements and optimizing this process is ultimately
done in conjunction with the business stakeholders, the magnitude of
business impact to the CIO and the organization of poor requirements
practices is too great to simply shrug and say, “whatever you guys want is
okay by me...”

e CIOs can help by communicating the steps for effective action and
allocating sufficient resources to make improvement. Requirements
improvement can only be made by affecting all six requirements capability
areas. To achieve gains, CIO need to communicate to the organization that
the path toward success includes sustained improvement in all six areas.
This means each capability area will need to be resourced and budgeted in
addition to setting up the monitoring of performance change.

Itis the CIO that is best suited to sell path to success to the organization, and
show the business benefits of effective action. For too many analysts,
organizational resistance and participation problems in the requirements process
is so great, it is near impossible for the analyst to be successful. In lower level
maturity organizations, it requires the CIO to break through organizational
resistance and showcase improved development effectiveness. The
consequences for the low maturity organization are simply too great to ignore or
to consider inaction. ClOs must Own the Path and Sell the Path to success to
their organization.
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THE PATH TO SUCCESS — PROJECT MANAGERS
AND ANALYST LEADERSHIP

If you are handed the task of making transformational change to requirements
definition and management, then this section of the Business Analysis
Benchmark - Path to Success is for you. Conceptually the job is quite easy:

e Baseline the organization to assess its current level of maturity in each
requirements capability area (illustrated on Page 25)

e Develop a plan of action for improving maturity within each capability
area

e Execute the plan and measure results.

Unfortunately, plans tend not to run as desired, and funding is often sub-optimal
for the task at hand. Implementation teams need to balance the tendency of
organizations to be impatient for imnmediate change, with the likelihood it will take
years of thoughtful execution and continuous improvement to progress from
Level 1 maturity to Level 4.

Fortunately, 57% of organizations that participated in this survey made significant
improvements in the area of business analysis, requirements definition and
management over the last 12 to 18 months. Further, these improvements
resulted in BOTH improvement in stakeholder satisfaction with development and
on-time/on-budget performance of projects. This is great news — the majority of
companies out there are making improvements to requirements definition and
management and, these changes are resulting in tangible improvements in
overall performance.

THE ESSENTIAL BASELINE

IAG has found over years of creating transformation programs that organizations
which do not create an effective baseline have difficulty in sustaining their
improvement program over the long term. What is clear from the Business
Analysis Benchmark findings is that sustained requirements definition and
management maturity improvement is not a ‘once-and-done’ activity requiring a
little training, some new templates, and completed in 6 months. Performance
transformation activities need to be specifically targeted on the weak areas
impeding maturity, and, have tangible and valuable short-term improvement
goals plotted onto a timeline of longer-term change. In the absence of this
approach, organizations invest for a short period, miss key barriers in
implementation planning, fail to show material performance change, lose
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momentum for change, backslide in maturity, and fail to realize significant benefit
on much of their initial investment.

Many companies have a chicken-and-egg problem in setting their own baseline.
If they had mature requirements definition and management practices, they
would have the data and baseline for change. Since they don’t have clear
performance metrics and a baseline, they have difficulty building and sustaining
the case for change. It's a vicious cycle.

To break this cycle, IAG developed the Requirements Management Maturity
Assessment™. This approach leverages the IAG’s Requirements Maturity Model
(illustrated to the right) and assesses the strength of the six capabilities in each
of the areas of the requirements lifecycle and determine overall maturity.
Combined with the data from the Business Analysis Benchmark, IAG establishes
a measurable baseline founded on industry average performance at a specified
level of maturity and uses this to target change practices.

However a company chooses to build this baseline, it is essential. Complex
companies simply don’t jump from foundering to perfection in 6 months.

Maturity Levels 'Level 'Level 'Level' ’Level 'Level
Capabilities 1 2 o 4 o

> - - .

Process

Staff
Competency

Practices and
Technigues

Organization

Deliverables/
Results

Metrics ->
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TARGETED APPROACH TO IMPROVEMENT

To highlight where organizations are having success, the table below shows the

average responses to the areas of change discussed in the survey:

best practices to business stakeholders

Area of Improvement Not No Some Moderate | Significant H .
. . . - : uge impact]
applicable | impact | impact impact impact

Standardizing requirements processes and 26% 3% 2504 16% 2506 5%
methodology
Completing business analysis training or
enhancing professional development 37% 6% 19% 19% 15% 3%
programs
Implementing requirements management or 0 o o o o o
modeling software 57% 5% 16% 10% 9% 3%
Implementing improvements in business
analysis or requirements infrastructure 47% 1% 19% 15% 13% 2%
(governance, RCoE, RMO)
Improvement to analyst/requirements 0 o o o o o
measurement or scorecarding 58% 7% 13% 10% 11% 2%
Implementing practices and technique
standards and/or guidelines for analysis, 29% 5% 24% 19% 18% 5%
definition and management of requirements
Implementing improved documentation 2504 5% 2306 2204 20% 5%
standards
Improving communication of requirements 31% 6% 20% 20% 17% 6%

From IAG’s Analysis of the underlying data, there are a number of essential
discussions for practitioners and Analyst leadership.

THE MATURITY MULTIPLIER EFFECT

As requirements maturity increases, so too does the magnitude of the impact in
every category of change. Organizations with very high levels of maturity are far

more likely to report “Huge Impact” than organizations with poor maturity. The

table above is most representative of the sample average organization (a Level 2
organization) not all organizations. Level 1 organizations are worse at

implementing successfully, versus Level 4 organizations which have stellar
results in each category of planned improvement. This data shows that there is a
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fly-wheel effect in requirements. While it is difficult to get momentum for low
requirements maturity organizations, once momentum is built, it becomes easier
and easier to build on this momentum by making further improvement to the
requirements definition and management process.

Low maturity organizations should never underestimate the effort needed to
make improvement. Once this improvement translates itself into higher levels of
performance, the results of future effort will also be higher.

COMPANIES TEND TO OVER-EMPHASIZE DOCUMENTATION
STANDARDS

The ‘most tried’ strategy is to make improvement in documentation standards.
However, it’s a failure to visualize requirements as simply a document or
artifact:

Requirements are the result of a process. A great process for requirements has
a chance at getting great results (the ‘results’ being the documentation of
requirements found and agreed-to during that process). A lousy process for
requirements has a very high probability of producing lousy results.

If an organization is overly focused on the documentation standard at the
exclusion of other parameters it will get poor overall results. Those companies
that simply introduced a new template for requirements likely met with limited
success.

THE IMPACT OF TECHNOLOGY IMPLEMENTATION

A mere 15% of organizations report having excellent requirements software and
only 13% would agree with the statement “our business analysis tools are
integrated to one another as well as integrated to the tools we use in
development and testing”. In this survey, this area is one of the ‘least tried’ as a
strategy for improvement (last year IAG found the number was closer to 20%).
The results indicate a degree of dissatisfaction with existing business analysis
tools. In candor, the results are likely under-representing what tools can do for
business analysts and organizations.

1. For very low maturity organizations (Level 1), tools will tend to have a greater
than expected impact. While this survey finding is unexpected, it is likely the
result of the tool bringing its own discipline to the requirements process.
Forcing analysts to use a tool enforces a set of practices and standards on
the organization that can be productive. In cases where the implementing
organization uses the tool as a catalyst to also improve other areas of
requirements capability, the activity can be seen as highly productive — and
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significantly impactful. In IAG’s data, low maturity organizations reporting
“our automated business analysis tools are integrated to one another as well
as integrated to the tools we use in development and testing” performed far
better than otherwise expected based on their current level of maturity on the
success rates of their projects. For this kind of tool, the effect is most
significant in the ability of the organization to achieve the objectives of the
business.

2. For low maturity organizations, overemphasis on requirements definition
tools may impede performance, particularly in managing the magnitude of
time overrun and magnitude of budget overrun. The implementation of a tool
will pull some focus away from directing requirements definition efforts and
divert these toward managing the information content within the tool. Low
maturity companies reporting excellent implementations of requirements
definition and modeling tools, report having far poorer project time and cost
controls than would be predicted by other companies with similar maturity.

3. For higher maturity organizations (Level 4) tools are a mechanism for
accelerating both the pace of requirements definition and documentation and
the efficiency of communicating and managing these requirements within the
organization. Here, a well defined process of requirements is
institutionalized through the corporate adoption of a tools standard, and there
is evidence that success rates are higher as a result.

While past tools were largely limited to requirements management applications,
IAG has seen a significant change in the number of tools available for business
analysts for the definition, visualization, modeling and validation of business
requirements. We expect to see similar improvements over the coming years
and greater impact in this area.

SCORECARDING — WHAT IS IT, AND WHY IT MAY BE A VALUABLE TOOL

Scorecarding is about establishing and managing projects and resources through
a performance management system based on performance indicators aligned to
the strategy of the company. The general idea is that there is often a lag
between operational activity in one area and a tangible result being achieved by
the company as a whole. At root, scorecarding introduces a focus on making
tangible improvement on performance indicators within a specific operational
group’s control that are strategically aligned and known to deliver improvement to
the overall organization.

When analyzing the data, IAG was continuously looking for outliers — companies
which outperformed their peer group radically. While there are only five Level 2
companies which reported using scorecarding always or on most projects, this
small subset of participants deserves special mention: they outperformed
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expected on time performance, on budget performance, on function
performance by between 18% and 26% while raising the project success
rate by an average of 16% versus their Level 2 peers.

IAG makes the following conclusions from the above findings combined with the
insight from the table showing both low adoption of scorecarding and relatively
low perceived success rates:

e Scorecarding can be highly effective — but may be particularly difficult to
implement effectively.

e The effect of scorecarding may be under-appreciated. While organizations
that scorecard universally perform dramatically better than expected, it
appears that they do not attribute significant value to the scorecard activity.

Like many metrics gathering and management frameworks, scorecarding is
subject to a number of weaknesses that can undermine its effectiveness.

BARRIERS AND ACCELERATORS — FOCUSING ON THE RIGHT AREAS AT
THE RIGHT TIME

To assemble a roadmap of tactics designed to lead an organization from Level 1
through to Level 4, IAG carefully analyzed barriers and accelerators to
organizational change programs. IAG believes the needs or emphasis of
organizations shift as organizations mature through each level. Hence, while
every program should hit all six requirements definition and management
capability areas, programs should emphasize a subset of areas of focus for
making dramatic change and thereby accelerate the overall development of
maturity within the organization.

Let’s be clear: at any given level there is always improvement being driven
across all six capabilities (the elements of people, process, and technology); but,
depending on the current level of maturity, the emphasis of the program of
improvement changes.

This resulting roadmap is read in the following way:

e Light Green Cells: These are areas of enhanced change acceptance.
Companies that focused on change in this area at this point in maturity report
experiencing better than average returns.

e Dark Red Cells: These are points of resistance. Organizations that focused
on this area at this level of maturity experienced poorer results than

expected.

e Maximum Interest: throughout the lifecycle from Level 1 to Level 4 there is a
distribution curve of interest from organizations that PLAN to focus on
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investment in this area. This curve typically rises to the point of maximum
interest then falls off.®

e White cells — These are neutral points. Investment levels and return is
neither better nor worse than the average for the specific level of maturity.

Change BA/
Requirements
infrastructure
(governance,
Implement Business analysis Implement center of
standardized training and requirements excellence,
requirements formal management or requirements Implement
processes and development modeling management measurement or
Maturity Level methodologies program software office) scorecarding

Level 1

Level 2

Preparing for 3

Maximum Interest

Level 3

Maximum Interest

Preparing for 4

Maximum Interest

Maximum Interest

Level 4

Practices and
techniques
standardization
and/or guidelines

Change
Documentation
standards

Change
communication of]
requirements best

practices to
business
stakeholders

Maximum Interest

Interest

Interest

Maximum Interest

) i
Maximum Interest |

Interpretation: Take the example of requirements software in the chart above.
There is a point at which Level 1 maturity organizations benefitted strongly from
implementing software followed by a period of organizational resistance.
However, peak interest in software as a focal point for improvement does not
occur until organizations are relatively mature in requirements definition and
management and are preparing to institutionalize their requirements definition
and management practices.

The above chart should be read as “what the organization is focusing on
institutionalizing” at any given level of maturity. Investment in each of the eight
characteristics are important regardless of the level of maturity, however, the
focus of investment will change as the maturity of the organization shifts. What is
interesting in this model is that the aggregation of collective experience from
more than 400 participants creates a discernable pattern: peak interest areas
tend to fall at or before times of enhanced return, and are usually preceded by
some period of organization resistance. From this data the following prescription
for change emerges:

® Change documentation standards is the exception to the rule — it has a bi-nodal distribution and two
peak points of interest in changing standards.
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OPTIMIZING THE PATH OF SUCCESS

AT LEVEL 1: MAKING SURE REQUIREMENTS ARE PERFORMED

Focus on change to documentation standards and automation around these
standards. You will get resistance around standardizing techniques and
practices, especially since the processes are immature. Stay away from trying to
use advanced techniques like UML modeling when more simple techniques will
work. As you implement, make sure a process is defined with adequate
definition of roles and accountability and sufficient training put in place to make
the new standards stick. Also, think in terms of the governance structure —
perhaps auditing requirements or peer reviewing them. These are secondary
and supportive activities to getting basic guidelines in place for requirements
documentation.

AT LEVEL 2. HAVING A PROCESS THAT IS DEFINED, AND LOOK
TOWARD GETTING THIS IMPLEMENTED

Level 2 is the combination of “Level 2” and “preparing for 3” in the chart above.

First: the organization needs to set up some measures for success and service
delivery. These are likely to be well received. Keep the newly defined process
‘technique and technology agnostic’ for the short term until it can gain
acceptance through your trial periods. At Level 2, the company is working to
“‘DEFINE?” its approach to requirements definition and management, whereas at
Level 3 the company has “IMPLEMENTED” it.

As the organization attempts to jump from Level 2 to Level 3, it needs heavy
emphasis on:

e Implementing defined requirements processes and standards. (i.e., define
what analysts are expected to do)

e Applying defined practices and/or techniques will enable the process (i.e.,
define how analysts will do their work reinforces the high level process)

e Adjusting documentation standards to align with these standards (i.e., how
analysts record the outcome of their efforts)

e Communicating these standards to stakeholders (e.g., ensure stakeholders
understand their role, the process, and the results of following the process)

As the above four items are being implemented, carefully manage any supporting
activities such as targeted training, improvements in governance, and
communications.
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AT LEVEL 3: HAVE A PROCESS THAT IS IMPLEMENTED, AND
LOOK TOWARD HOW TO BEST INSTITUTIONALIZE THIS PROCESS

The organization has “IMPLEMENTED?” its approach to requirements definition
and management, now it needs to begin “INSTITUTIONALIZING” this approach.
This is a combination of “Level 3" and “Preparing for 4” above.

First: Training, Training, Training. In order to go from a defined process which is
inconsistently executed to a defined process that is consistently executed across
a large company, the organization needs to invest heavily in resource training
and development. This is an essential bridge where hundreds of analysts,
project managers, stakeholders, etc. get trained on the process and are
educated on what the impact of this process is expected to be.

Second: as the organization progresses on this training and roll-out, it will
experience a period where an emphasis on communication with stakeholders will
experience very strong and positive benefits. Requirements practices must not
roll out exclusively within the analyst function. To implement, the organization
must focus on broad-based education. Part of this education is explaining to
executives what improved requirements ‘means’ for them. This is a fundamental
activity that will broadly differentiate the somewhat successful from the VERY
successful.

While in this stage, organizations have positive returns from further tweaking
their standardized requirements processes —adapting master standards and
gating systems to deal with more refined situations such as packaged buy versus
maintenance upgrade requirements. As these process changes are adopted,
templates are evolved to deal with these emergent standards.

Towards the latter stages of implementation, it will become increasingly obvious
that, as greater centralization is achieved, it is necessary to implement
technology for the management of the requirements life cycle, business analyst
resources and requirements governance. The team will also see greater benefit
in analyst technologies at this point, since there is an increasingly stable
environment and investment in tools and infrastructure will be seen as logical and
necessary.

AT LEVEL 4: HAVE A PROCESS THAT IS INSTITUTIONALIZED, AND
LOOK FOR OPPORTUNITIES TO OPTIMIZE AND CONTINUOUSLY
IMPROVE THIS PROCESS.

Investment in training and development of business analysts remains an area of
above average return as the organization progresses into Level 4. An
organization can adopt more complex practices, more efficient definition and
management practices and be more efficient in the roll-out of these activities.
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While the organization is highly successful in implementing most things
requirements-related, its attention will turn increasingly toward scorecarding or
other measures for diagnosing current performance and seeking opportunities for
continuous improvement. The resulting organization is highly standardized yet
flexible in its processes, documentation standards and communication with
stakeholders. So, while a Level 4 organization gets very high positive return from
further investment in these areas like process (compared to lower maturity
organizations) it will tend not to focus on and invest as heavily in these areas
relative to other initiatives.

CONCLUSIONS FOR PROJECT MANAGERS AND ANALYST LEADERSHIP —
THE PATH TO SUCCESS

The research highlights a path in growing and developing organizational maturity
that is dynamic. Staying with dogged focus on a single strategy will repress
maturity improvement, rather than enhance the pace of change. 1AG found that
overall organization maturity will tend to fall to the lowest common denominator
of the six capability areas. If an organization had excellent (Level 4)
documentation, yet limited or no processes or techniques for executing on this
documentation standard, it would typically operate at a Level 1 or 2 in terms of
performance — and — performance would not be enhanced until such time as
investment was made in the other five capability areas. As overall maturity rises,
so too do the performance metrics; however — be wary of committing to
performance change in the face of inadequate critical mass of change. Broad-
based statements of performance improvement without being able to back these
with real field experience will undermine an organization’s path to success.

The path to success may not be easy, but it is well defined. It is clear that very
significant benefits arise to organizations which choose to successfully navigate
the path. IAG applauds those organizations able to successfully make and
integrate change within their organization and we work continuously to update
our own understanding of how to optimize the path of improvement for clients.
To this end, we provide this 2009, Business Analysis Benchmark — the Path to
Success.
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ABOUT THE SURVEY DESIGN

IAG designed the survey using our Business Intelligence methodology, first and
foremost establishing the business questions the company felt were essential to
answer, then mapping these back to domains of knowledge and optimizing these
domains into a question set that captured this knowledge efficiently. 1AG’s
executive have decades of experience in survey research and survey research
design. Given the dimensionality of the survey instruments, IAG is publishing a
fraction of the data available in this Business Analysis Benchmark. Each
dimension can, in fact, be assessed against “requirements results” or assessed
in a multidimensional analysis to improve information available.

Customized data segmentation and analysis can be developed for clients by
contacting your IAG account executive.

ABOUT IAG CONSULTING

IAG specializes in business and software requirements. Since 1997, our
company has worked with 300 of the Fortune 1000 companies, completed over
1,300 requirements projects, and trained more than 100,000 business analysis
professionals. Our organization focuses on a practical and practiced approach
that is efficient for all stakeholders in both business professional and information
technology departments. We bring measurable gains to our clients:

e Reducing time needed to complete requirements
e Ensuring completeness in documentation and reducing change requests

e Issuing RFPs where vendors can bid accurately and clients get better
terms

e Reducing costs in systems development

e Salvaging troubled projects

CONTACTING AN |AG CONSULTING SPECIALIST

Email us at: info@iag.biz or

Call our North American Toll Free line: 800-209-3616
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