Company X Case Study

Company X is a small entrepreneurial company, three years old, selling monitoring products and systems into an emerging industrial and technical market.  The company faces a decision to select a product development direction for the next generation of the companies’ product lines.  Two major directions and product platforms have been proposed and are being considered.

Project A

Project A is an incremental redesign and improvement of the current main product of the company.  


The hardware platform will be incrementally redesigned to incorporate the latest versions of microprocessor and memory technologies to improve processing speed and data storage capabilities.  Additional hardware modules will be designed and added onto the system to support the latest communication interface standards requested by customers.


The software platform will be based upon the current system software and operating system.  Incremental changes will be made to support the new hardware and features.


The project will be funded from profits from ongoing sales and if profits are not sufficient to fund the project, the project may be delayed until funding is available.

Most all the work can be performed by in house staff.


The staff feels that if technical issues arise during the course of the project then they will only have a small impact on the performance of the system.
Project B
Project B is totally new product design for the company.  


The hardware platform will be totally redesigned to include a new modular hardware design, latest microprocessor technology, and the latest bus based communication protocols to communicate with external sensors and display devices.  Totally new power supply and packaging systems will be designed.

The software platform will be totally redesigned to include a new software operating system and the entire application software package will be rewritten to include a framework support the latest signal processing techniques.

The project will be funded from profits from ongoing sales.  If profits are not sufficient to fund the project, the project may be delayed until funding is available.

Some of the work can be performed by in house staff, but consultants will be hired for to develop the bus communication software, to deliver a working operating system software package, and to develop a new packaging and enclosure design.

The staff feels that if technical issues arise during the course of the project then they could have a major impact on the performance of the system resulting in significant reduction in performance.

Use the data provided above: 

· Estimate a Risk Factor RF for each project,

· Which project do you recommend the company choose,

· What additional information would you like or need to have to make a more informed decision,

· What mistakes do companies commonly make in evaluating risk and choosing between two projects of this type?
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Where:  PM = Maturity factor, PC = Complexity factor, Pd = Dependency factor, Ct = Technical factor, Cc = cost factor, Cs = Schedule factor, hw = hardware, sw = software. Pf and Cf are sums of the weighted factors, and RF = Pf + Cf – Pf*Cf.  See slides 13 – 18 in file 
SE_-_Risk_Management_WAK.ppt. 
