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The Leadership Team
& the Software Crisis

 A Cautionary Tale
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1968 NATO Conference on
Software Engineering

The Birth of:
1. The Software Crisis

! Why are large software systems late,
over budget, and full of bugs?

2. Software Engineering
! The Solution to the Software Crisis

See: http://homepages.cs.ncl.ac.uk/brian.randell/NATO/index.html
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What Has Not Worked
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Overload
Handovers

Separating Decision-
Making from work.

Governance
by Variance

No

Learning

Allo wed
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Case Study: Agile@IBM

The Response:

Short, stable iterations with
customer feedback every

iteration.

Early Results:
1.Higher Quality

2.Earlier value for Customers

3.Higher Income for Brands

4.Greater Job Satisfaction

IBMÕs Software Group
25,000+ engineers
(Half via acquisitions)
500+ software products

The Imperative:
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Carl Kessler:
Vice President,
Worldwide Development
& Content Management.
[IBM Software GroupÕs
Information Management]
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From Theory to Practice

1. Create a sense of urgency.

2. Pull together a guiding
coalition.

3. Develop a change vision
and strategy.

4. Communicate for
understanding & buy-in.

5. Empower all others to act.

6. Produce short-term wins.

7. DonÕt let up.

8. Make sure change sticks.

October 095 Copyright©2009 Poppendieck.LLC

1. IBM senior executive Carl Kessler wrote
Outside-In Software Development.

2. Transformation team with dedicated
vice presidents and lead engineers.

3. Selling agile to business units, rather than
imposing it on them. Branded it Agile@IBM.

4. Support materials, web site, coaches,
and two day class delivered around the world.

5. Transformation team focused on changing
organizational policies which got in the way.

6. WebSphere¨ Service Registry and
Repository.

7. Staff support for agile development expanded
as its benefits are seen.

8. An organizational focus on consumability
and the availability of tools.

John Kotter: A Sense if Urgency
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Stakeholder Feedback
Every Iteration

WebSphere¨ Service Registry and Repository
! 10 month deadline Ð didnÕt know the details

" Solution:  Get customer feedback
! Early Access Program

" Customers download new version each month
! Customers feedback on discussion forum

" Direct developer-customer interaction
! Changed course midstream

" Customer feedback beat marketing input
! Phenomenal sales the first day of release

" Customers knew what they would get
! Support Calls down by an order of magnitude

" Mental model of customers & developers matched
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ÒDevelopers get regular feedback from stakeholders who really care
about what they are doing. That makes it fun to come to work every day.Ó
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Short, Stable Iterations

CharlieÕs Story
! I went to your class, and I told myself you were nuts.
! Jeff developed a test strategy and set of tools that allows us to run over

1500 test cases every night on 10 environments, something that used to
take days. By morning every bit of code that was written the day before
has run against all possible databases and operating systems.

! We wrote separate functional test suites. You can run any test suite quickly
with no interdependence. We build every two hours. We wrote plug-ins for
the development environment so tests can be run from any sandbox.

! We are in great shape Ð 2 orders of magnitude of defects going into hardening.
January 107 Copyright©2009 Poppendieck.LLC

HelenÕs Story
1. Carlos Ð With Agile, you donÕt need to worry about documentation, right?
2. Rene Ð Our criteria for ÔdoneÕ was not well  defined. Technical debt grew badly.
Despite two failures, Helen tried agile one more time, and this time:
3. Charlie Ð We tried again and this time the results were awesome!
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Lessons Learned

The Biggest Problem?
The Governance system

5.ÒIf you are going to take into
account stakeholder feedback, you
cannot commit ahead of time to 100%
of what you are going to do. You can
only commit to 50% or occasionally
70%
of what will be
delivered in
a release.Ó
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The Biggest Lesson?
Focus on Customer Outcomes

!" ÒWe were delivering more of the
right content.Ó

#"ÒSales on the first day of release
were phenomenal.Ó

$"ÒSupport calls are caused by a
difference in the mental model of the
developer and the customer.Ó

%"ÒDevelopers are given regular
feedback from stakeholders who
really care about what they are
doing. That makes it fun to come to
work every day.Ó
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Governance

Beyond Budgeting Leadership Principles
1. Customers

Focus everyone on their customer outcomes;
not on meeting internal targets

2. Organization
Create a network of small units accountable for

results; not centralized hierarchies
3. Autonomy

Gives teams the freedom and capability to act;
donÕt micro-manage them

4. Responsibility
Build a high responsibility culture based on

relative success; not on meeting targets
5. Transparency

Promote open information for self management;
donÕt restrict it hierarchically

6. Governance
Adopt a few clear values and boundaries;

not on detailed rules and budgets
January 109 Copyright©2009 Poppendieck.LLC  Adapted from Beyond Budgeting Round Table and  SpareBank 1
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The Right People in Key Seats

#$ The right people fit with the
companyÕs core values.

%$ The right people donÕt need
to be tightly managed.

&$ The right people understand
that they do not have ÒjobsÓ;
they have responsibilities.

'$ The right people fulfill
their commitments.

($ The right people are passionate
about the company and its work.

)$ The right people display
ÒWindow and MirrorÓ maturity.

January 1010 Copyright©2010 Poppendieck.LLC From: How the Mighty Fall , by Jim Collins

Praise

Blame
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Cost Center Disease

WhatÕs Wrong with Cost Centers?
! No way to focus on superior customer outcomes
! No basis for trade-off decisions
! No engagement
! No passion

Focus on cost reduction instead of delivering value.
Where is the disease most likely?

! IT departments
! Government Organizations
! Sometimes Consulting Firms
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Systems Thinking

Put yourself in the shoes
of an airline executive:

Are empty seats waste?
" What do you think?

Airline Statistics:

Available Seat Miles (ASM)
! A Capacity Measurement

Revenue Seat Miles (RSM)
! A Production Measurement

Load Factor = RSM/ASM
! A Utilization Measurement

Re-phrasing the question:

Will a higher load factor
increase profits?

January 1012 Copyright©2009 Poppendieck.LLC
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 Flights On-Time
Performanc
e Load Factors Cancelled Diverted

 Carrier 2007 2007 2006 2007 2006 2005 2004 2007 2007

 WN - Southwest Airlines 1,164,906 81.72% 84.66% 72.60% 73.10% 70.70% 69.50% 0.43% 0.12%

 DL -Delta Air Lines 568,862 75.65% 75.72% 80.60% 78.50% 76.50% 74.70% 1.18% 0.21%

 CO - Continental Airlines 411,105 72.95% 76.54% 81.40% 80.70% 78.90% 76.90% 0.92% 0.35%

 NW - Northwest Airlines 480,382 71.23% 79.02% 83.90% 84.00% 81.50% 79.20% 2.04% 0.13%

 UA - United Airlines 594,488 69.90% 74.79% 82.70% 82.10% 81.50% 79.30% 2.28% 0.10%

 US - US Airways 402,568 68.70% 78.51% 75.30% 78.30% 75.50% 75.10% 1.65% 0.08%

 AA - American Airlines 792,404 68.34% 78.33% 81.50% 80.00% 78.60% 74.80% 2.73% 0.09%

Case Study

By the Numbers*
Most Punctual
Lost the Least Bags
Had the Fewest Complaints
Rated ÒMost AdmiredÓ US Airline
35 Consecutive Years of Profitability
Operates at the Lowest Load Factor
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Customers Love Southwest
Excellent Customer Service
Reliable Performance
Point-to-Point Routing
Consistent Low Fares
No ÒNuisance ChargesÓ
Lots of Flight Options

* Sources:
FAA Statistics
SEC Filings
Fortune Rating
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Systems Thinking

1. Focus on Customers:
! What is the nature of customer demand?

2. Understand System Capability:
! What is the system predictably achieving?

3. Create a Long Term Vision:
! What is ÒTrue NorthÓ?

4. Choose an Intermediate Goal:
! In the direction of True North.

5. Change the System:
! Policy Deployment

January 1014 Copyright©2009 Poppendieck.LLC
See: John Seddon: ÒFreedom from Command and ControlÓ
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Focus on Customers

Value Demand
! Demand for work that adds value

from a customer perspective
! The Goal: Delight Customers by

Rapidly Responding to Value Demand

Failure Demand
! Demand on the resources

caused by your failures
" Eg. Support Calls

! The Goal: Eliminate Failure Demand
" Meanwhile, respond as fast as possible

January 1015 Copyright©2009 Poppendieck.LLC
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Understand Capability
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What is Your System Predictably Achieving?

If you donÕt like the results  !  Change the System!
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Beware of Targets

Use Measurements as Levers
to Improve Performance.

If you want to improve the performance
of anything, the way to proceed, quite
obviously, is to find the right measures
and use them as levers to improve the
results.

Use Measurements as Data
to Improve the System.
ÒIf you have a stable system, then there is
no use to specify a goal.  You will get
whatever the system will deliver. A goal
beyond the capability of the system will
not be reached. If you have not a stable
system, then there is again no point in
setting a goal. There is no way to know
what the system will produce: it has no
capability.Ó W. Edwards Deming
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People should be able
to commit to objectives
and their performance
should be measured by
their ability to meet
their targets.

If you want better output, you have to
improve the way output is generated.

Manage by
means, not
by numbers.
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Improvement Kata

1. Visualize perfection
2. Have a first hand grasp of the situation
3. Define a target condition on the way to perfection
4. Strive to move step-by-step to the target
5. As obstacles are encountered, they are

systematically understood and overcome

January 1018 Copyright©2009 Poppendieck.LLC

Mike Rother Ð Toyota Kata

Vision
Next 
Target

Condition

Current
Condition Obstacle

Encountered

Understood
and Overcome

12 3
4
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Create a Long Term Vision

What is your ÒTrue NorthÓ?

January 1019 Copyright©2009 Poppendieck.LLC

What does Your System Need to Achieve?

Elements of True North
[In Order of Priority]
1. Human Development
2.Quality
3.Response Time
4.Cost/Productivity
George Koenigsaecker 
Former CEO, HON Company

True North is the ÒVision of the IdealÓ. Always do
ÒWhat we should do, not what we can doÓ. Only then
are you steering your journey toward your True Nort h.

Hajime Ohba, Vice President and General Manager ,
Toyota Supplier Support Center, 2002 AME Conference
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Case Study: Policy Deployment

CIO Ð Christopher Jurasek
1. What is Our Purpose?

! Increase business success through technology.
" Business units decide what is needed for success.

2. First Major Initiative Ð Satisfy Customers
! Achieve a satisfaction rating of 4.5 on a scale of 0-5.
! Meet customer-determined deadlines 95% of the time.

3. Policy Deployment
! Three annual improvement initiatives (max)

" Aimed at achieving breakthrough improvement
" Frequent review meetings with CIO involvement

! Dashboard tracks normal conditions
January 1020 Copyright©2009 Poppendieck.LLC
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Demand Management Initiative

First Step Ð Assess Current Situation (Small Requests)
! Map the Current Request Process (System Capability)

" No System to Track Requests
" Ambiguous Requests
" Multiple Handovers
" Large Queues
" Long Delays

Second Step Ð Initiate a Project to Change the System
! Create a New Request Process (With Implementation Plan)

" Create a Ticket Tracking System
" Assign an Owner to Each Queue
" Vet each Request in Collaboration with Business
" Minimize Handovers and Create Flow

Third Step Ð Implement & Assess
! Monthly Accountability to CIO
! After a year:

" Throughput average: from 5 months to 2 weeks
" Customer Satisfaction: from less than 2 to over 4.5
" % On time as specified by business customer: 95%

! Measurements moved to ÒnormalÓ dashboard
January 1021 Copyright©2009 Poppendieck.LLC
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Thank You!
More Information:  www.poppendieck.com


