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	1
	Intro
	Welcome to Systems Analysis and Development.  In this week’s lesson, we are going to be discussing initiating and planning systems development projects.
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	2
	Objectives
	Upon completion of this lesson you will be able to:

Understand and be able to explain the concepts related to the project initiation and planning process;
Understand and be able to explain the concepts related to the statement of work and the baseline project plan;
Understand and be able to explain the concepts related to the various methods for assessing project feasibility;
Understand and be able to develop cost-benefit analyses and describe what is meant by the time value of money, present value, discount rate, net present value, return on investment, and break even analysis; and

Understand and be able to explain the concepts related to participant roles within a structured walkthrough.
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	3
	Overview
	It is crucial that organizations understand whether resources should be devoted to a project; otherwise very expensive mistakes can be made. Thus, the focus of this lesson is on this process. Project initiation and planning is where projects are accepted for development, rejected, or redirected. This is also where a systems analyst begins to play a major role in the systems development process.
In the following section, the project initiation and planning process is briefly reviewed. Numerous techniques for assessing project feasibility are then described. We then discuss the process of building the Baseline Project Plan. Once this plan is developed, a formal review of the project can be conducted. In the final major section of this lesson, we provide an overview of the project review process.
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	4
	Initiating and Planning
Systems Development Projects


	A key consideration when conducting project initiation and planning, or PIP, is deciding when PIP ends and when analysis, the next phase in the SDLC process, begins.  Pressman speaks of the following three important questions that must be considered when making this decision on the division between PIP and analysis:

How much effort should be expended on the project initiation and planning process,

Who is responsible for performing the project initiation and planning process, and

Why is project initiation and planning such a challenging activity?

Finding an answer to the first question is often difficult. Practical experience, however, has found that the time and effort spent on initiation and planning activities easily pay for themselves later in the project.  If done properly they can reduce time in later project phases.

For the second question, most organizations assign an experienced systems analyst, or a team of analysts for large projects, to perform PIP.

As to the third question, PIP is viewed as a challenging activity because the objective is to transform a vague system request document into a tangible project description. This is an open-ended process. The analyst must clearly understand the motivation for and objectives of the proposed system.  Effective communication is critical to the success of the project.
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	5
	Project Initiation and 
Planning Process


	Project initiation focuses on activities designed to assist in organizing a team to conduct project planning. During initiation, one or more analysts are assigned to work with a customer to establish work standards and communication procedures.
Project planning, the second activity within PIP, is distinct from general information systems planning, which focuses on assessing the information systems needs of the entire organization. Project planning is the process of defining clear, discrete activities and the work needed to complete each activity within a single project.  The objective of the project planning process is the development of a Baseline Project Plan and the Statement of Work. 

The Baseline Project Plan, or BPP, becomes the foundation for the remainder of the development project. The BPP contains all the information collected and analyzed during project initiation and planning. The plan reflects the best estimate of the project’s scope, benefits, costs, risks, and resource requirements.

The Statement of Work, or SOW, clearly outlines the objectives and constraints of the project for the customer. The SOW ensures that both you and your customer gain a common understanding of the project.

Numerous assumptions about resource availability and potential problems will have to be made. Analysis of these assumptions and system costs and benefits form a business case.
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	6
	Assessing Feasibility


	Most projects must be developed within tight budgetary and time constraints. This means that assessing project feasibility is a required activity for all information systems projects and is a potentially large undertaking.

Although the specifics of a given project will dictate which factors are most important, most feasibility factors are represented by the following categories:

Economic,

Technical,

Operational,

Schedule,

Legal and contractual, and 

Political.

Together, the culmination of these feasibility analyses forms the business case that justifies the expenditure of resources on the project. 

The purpose of assessing economic feasibility is to identify the financial benefits and costs associated with the development project. This is often referred to as cost-benefit analysis.  

An information system can provide many benefits to an organization. In general, the benefits can be viewed as being both tangible and intangible. Most tangible benefits will fit within the following categories:
Cost reduction and avoidance,

Error reduction,

Increased flexibility,

Increased speed of activity,

Improved management control and planning, and

Access to new markets and new opportunities.

Intangible benefits may have direct organizational benefits, such as the improvement of employee morale, or they may have broader societal implications, such as the reduction of pollution.

Similar to benefits, an information system may have both tangible and intangible costs. Tangible costs refer to items that you can easily measure in dollars and with certainty. Alternatively, intangible costs are those items that you cannot easily measure in terms of dollars or with certainty. These costs can include loss of customer goodwill, employee morale, or operational inefficiency.

Besides tangible and intangible costs, you can distinguish IS-related development costs as either one-time or recurring. One-time costs refer to those associated with project initiation and development and the start-up of the system.  Recurring costs refer to those costs resulting from the ongoing evolution and use of the system.

Most techniques used to determine economic feasibility encompass the concept of the time value of money, or TVM. TVM refers to the concept of comparing present cash outlays to future expected returns.  Because many projects may be competing for the same investment of dollars and may have different useful life expectancies, all costs and benefits must be viewed in relation to their present value when comparing investment options.
Net Present Value, or NPV, is a cost-benefit analysis technique that uses a discount rate determined from the company’s cost of capital to establish the present value of a project. The discount rate is used to determine the present value of both cash receipts and outlays.
Another cost-benefit analysis technique is to calculate Return on Investment, or ROI. ROI is the ratio of the net cash receipts of the project divided by the cash outlays of the project. Trade-off analysis can be made among projects competing for investment by comparing their representative ROI ratios.

Break Evan Analysis, or BEA, finds the amount of time required for the cumulative cash flow from a project to equal its initial and ongoing investment.

Building the economic case for a system project is an open-ended activity; how much analysis is needed depends on the particular project, stakeholders, and business conditions. Also, conducting economic feasibility analyses for new types of information systems is often very difficult.
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	7
	Assessing Feasibility


	The purpose of assessing technical feasibility is to gain an understanding of the organization’s ability to construct the proposed system. This analysis should include an assessment of the development group’s understanding of the possible target hardware, software, and operational environments to be used as well as system size, complexity, and the group’s experience with similar systems.
The amount of technical risk associated with a given project is contingent on four primary factors:

Project size, 

Project structure,

The development group’s experience, and

The user group’s experience.

Using these factors for conducting a technical risk analysis, four general rules emerge:

Large projects are riskier than small projects;
A system in which the requirements are easily obtained and highly structured will be less risky than one in which requirements are messy, ill structured, ill defined, or subject to the judgment of an individual;
The development of a system employing commonly used or standard technology will be less risky than one employing novel or non-standard technology; and finally,

A project is less risky when the user group is familiar with the systems development process and application area than if they are unfamiliar.
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	8
	Assessing Feasibility


	The purpose of operational feasibility is to gain an understanding of the degree to which the proposed system will likely solve the business problems or take advantage of the opportunities outlined in the System Service Request or project identification study. Operational feasibility includes justifying the project on the basis of being consistent or necessary for accomplishing the information systems plan.
The purpose of assessing schedule feasibility is for the systems analyst to gain an understanding of the likelihood that all potential time frames and completion date schedules can be met and that meeting these dates will be sufficient for dealing with the needs of the organization.  

When assessing legal and contractual feasibility you need to gain an understanding of any potential legal ramifications due to the construction of the system. Possible considerations might include copyright or non-disclosure infringements, labor laws, antitrust legislation, foreign trade regulations, and financial reporting standards.

A final feasibility concern focuses on political feasibility, in which you attempt to gain an understanding of how key stakeholders within the organization view the proposed system.  
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	9
	The Baseline 
Project Plan 


	All the information collected during project initiation and planning is collected and organized into the Baseline Project Plan.  Once the BPP is completed, a formal review of the project can be conducted with project clients and other associated parties.
A typical BPP contains the following four major sections:

An introduction,

A system description, 

A feasibility assessment, and 

Management issues.

The purpose of the introduction is to provide a brief overview of the entire document and outline a recommended course of action for the project.  One activity that should be performed initially is the definition of project scope. A determination of scope will depend on the following factors:

Which organizational units might be affected by or use the proposed system change;
With which current systems might the proposed system need to interact or be consistent, or which current systems might be changed due to a replacement system;
Who inside and outside the organization might care about the proposed system; and finally,

What range of potential system capabilities is to be considered?

The second section of the BPP is the system description where you outline possible alternative solutions in addition to the one deemed most appropriate for the given situation. This description is at a very high level, mostly in narrative form.

In the third section, feasibility assessment, issues related to project costs and benefits, technical difficulties, and other such concerns are outlined.  This is also a section where high-level project schedules are specified using network diagrams and Gantt charts.  

The final section, management issues, outlines a number of managerial concerns related to the project. 

Before the next phase of the SDLC can begin, the users, management, and development group must review the BPP in order to verify that it makes sense. The objective of this review is to ensure that the proposed system conforms to organizational standards and to make sure that all relevant parties understand and agree with the information contained in the BPP.
Walkthroughs are peer group reviews of any product created during the systems development process and are widely used by professional development organizations. At walkthrough meetings, there is a need to have individuals play specific roles. These roles are as follows:

Coordinator,

Presenter,

User,

Secretary,

Standards bearer, and
Maintenance oracle.

One of the key advantages to using a structured review process is to ensure that formal review points occur during the project. At each subsequent phase of the project, a formal review should be conducted to make sure that all aspects of the project are satisfactorily accomplished before assigning additional resources to the project.  This conservative approach to review is called incremental commitment. 
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	Summary
	We have now reached the end of this lesson. Let’s take a look at the topics we have just discussed:

Initiating and planning systems development projects,

Assessing feasibility, and

The baseline project plan 




