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EVALUATION AND SELECTION
OF SOFTWARE PACKAGES

INTRODUCTION

Computers have already had far-reaching effects in almost every sector of
industry. Rapid technological developments in computer hardware has hejghtened the
desire by businesses to purchase mini-and niicrocomputers. Small computer systems
have become more attractive because of the relatively lower cost of acquiring computer
hardware. Once a computer is purchased, however, a company must either develop
or purchase the required software to process the input data and produce the desired
information.

A plethora of software packages are available today. Businesses are tempted to
purchase these packages without evaluating the alternative of developing the needed
software in-house. To make an informed choice, an evaluation of the costs of the
available alternatives is needed, and ifis requires a well defined plan. One has to
take care, since buying a package is often considered a long-term investment, involving
a good amount of money. Spending enormous amounts of money on inadequate software
packages results in an inadequate or useless computerised system. Issues, concerns
and approaches for software package evaluation and selection are discussed here.

TRENDS IN SOFTWARE EVYOLUTION

In studying the continuing evolution of computers, it becomes amply clear that
while " there are dramatic developments in both hardware and software, there is a
-qualitative difference in these developments. While hardware improvements concentrate
on higher speeds at lower costs, with lower energy consumpticn and in a smaller
size, the thrust of software is in making computers easier to use, or user-friendly as
manufacturers prefer to refer to this feature. We are also beginning to see more and
more reasoring power being built into the software — a trend that is bringing the
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terms Artificial Inte]ligchce, Knowledge Based Systems, Expert Systems and Decision_
Support Systems into the foreground. But the developments in software do not
necessarily share the cost-reduction, and quite often imply clear increases in cost.

In making computers more user-friendly and menu-driven rather than command-
driven, substantial amount of software needs to be added, and ‘this concept creates
an ironical situation where the user finds that while software is becoming simpler
and easy to use, it is becoming more expensive. Between the hardware and the computer
user, more and better layers of software are being padded with the objective of achieving
user-friendliness as well as higher levels of independent reasoning (see Figure 8.1).
It is these layers of software which give a purpose as well as ease and functionality
to the hardware. These layers are further examined more closely.

Fig. 8.1 : Layers of ,Softwai-e

1. Systems Software

Systems- software is the layer closest to the hardware, and since it is specific
to a particular computer model, is supplied by manufacturers along with the computer.
In the early days, computer scientists interacted with hardware through a - similar
software layer, and a high level of skill was necessary to deal with the technicalities
of that layer of software. Obviously, a need was felt to build interfaces that would
make it easier to use computers. Furthermore, each model of computer required different
types of skills and this was becoming an additional hindrance to the widespread use
of computers. '

2. High Level Languages

High Level Languages emerged as a solution to the problem. Programming
languages like COBOL, FORTRAN, etc were developed, with which it was very much
simpler to use computers. Further, programmes- written for one computer could run
on another computer provided an appropriate layer of software was available on both.
Over the years, programming languages have gone through significant evolution, and
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we are currently using Fourth Geircration Languages (4GLs) which are a short step
away from the natural languages like English. The second layer of software, then,
is that which cnables programming languages to operate on the hardware.

3. Application Software

Application software is the set of programmes that are written to get a specific
application, e.g. Payroll and Invoicing,to work on a computer. Obviously, these would
be different from application to application, and also from organisation to organisation,
Thus applications software could be viewed as the third layer. Once an apphcatlon
package has been implemented, what the operating staff (or the end-users, in the case
of on-line, multi-terminal systems) would need to know is the sequence of interaction
with the system fo get the required result. This set of instructions could be vnewed
as the fourth layer.

THE NEED FOR SOFTWARE

Hardwarc costs have been tumbling over the years, and this reduction is likely
to continue. Softwarc, on the other hand, is becoming more expensive. In the early
days of compulers, it was common to see computer manufacturers offering software
free with the hardware. The situation is changing rapidly and one can expect that
a point will come when a buyer will be given the hardware free, if he buys more
than a certain valie of software. The point of all this is that we need to underscore
the opposite trends in costs of hardware and software, and we also need to realise
that the real benefits from computerisation comes from the appropriate software, rather
than hardware alone. '

Software is often the superstructure through which anorganisation’s goals and
objectives may be accomplished. Purchasing software is an important task that deserves
proper planning ‘and consideration. It is analogous to the procurement of plant or
cquipment facilities. Sclection of software should be approached with the same care.
However, because of the highly abstract nature of software and its function, it can
be difficult to follow -these steps, particularly when determining costs. Also, writing
software is an art still in the embryonic stage. It lacks any generally accepted principles
for development and testing, and this increases the difficulty in evaluating the benefits
ol the package.

Two sources for obtaining software exist. In-house development, particularly of
_application systems, has been the traditional approach. Now, software packages are
cmerging as a viable alternative to the in-house development. The perceived costs —
both dircet and indirect,of in-house development have been the major impetus_for the
trend in purchasing commercial packages.

SOFTWARE PACKAGES

Various terms exist to describe packages — application packages, application
software, standard systems or software packages. Regardless of the terminology used,
what is being considered is a package of facilities and services that is designed to
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cope with some commercial, statistical or scientific job, for example, stock control,
payroll, etc. Technical packages, covering such matters as design and stress calculation,
also exist but these are not discussed here.

There are two main categories of software packages. Systems software packages
and application software packages. For example the packages Operating Systems (OS),
Translators, Simulators andJob Accounting are system software packages while tuc
packages like Payroll, Inventory and PERT/CPM are application packages.

System software packages are used to enhance, extend or drive computer
hardware. Although system packages currently represent only 25 percent of the total
number of software packages available, they account for approximately S0 percent of
the total revenue from software packages. Figure 8.2 illustrates the two main categorics
of software and their subsets. Utility packages or programmes are a special set of
software routines, normally supplied by computer manufacturers, to perform certain
standard functions for all users. They fall into two categories, those designed to be
used in the operational environment, and those used to assist programmetrials.
Examples of the former are sort programmes, merge programmes and standard printing
programmes. In the latter group, examples are store dumps, disk and tape edits and
programme diagnostic routines.

Systems Software Applications Software

- Computer dependent - Organisatio‘n dependent

- Supplied by computer - To be arranged by the buyer
manufacturer

Payroll Systems

Financial Accounting Systems

Accounts Payable Systems

Accounts Receivable Systems

Fixed Asset Accounting

General Ledger Systems

Capital Project Accounting

Forecasting and Statistical Packagcs

Medical and Health Care Systems

Developing and Maintenance Aids for

EDP Department

* Purchasing and Materials
Management

* Inventory Control and Accounting

Production Planning and Control

* Operating Systems

* - Translators, Compilers

* Utilities

*  Data Base Management
Systems (DBMS)

Job Accounting Systems

* Telecommunication Systems

*
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Fig. 82 : Categories of softwaré systems

Applications software packages are special-purpose systems designed for business,
scientific, medical, academic or other uses. Thus, applications software packages arc
designed to perform more specific functions, while systems software perform general
functions and are typically made available with the purchase of the hardware.
Accordingly, we will deal primarily with application software packages.
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Typically, a commercial package consists of a computer programme or suite of.
standardised computer programmes, programme documentation, user’s manuals, pro-
cedures, instruction booklets, implementation assistance and possibly some formal
tuition in the use of the package. The underlying theme of all packages is to provide
a_more or less readymade system that will cope with individual user’s problems.

A software package is a computerised application system,e.g. payroll, accounts
payable or bill of materials. Typically, a package is developed by a specialised computer
appljcation company for outrightsale to organisations needing a specific data processing
(EDP) system.. One successful software package could be used by several thousand
organisations. By purchasmg the package, an organisation eliminates the need to design
its own EDP system. It is usually safe to assume that a well field-proven package
is highly reliable and performs according to the documentation provided by the software
vendor. While the decision fo buy a software package is analogous to many make-
‘or-buy decisions, buying a software package does not imply elimination of all in-house
systems and programming efforts but rather substitution of some of the tasks in the
standard systems development and programming life cycle for another set of tasks
that, in theory, is easier, less time-consuming and less expensive.

Packages are available from computer manufacturers, specialist software houses,
data processing consultants, computer bureaux or ordinary users who are capitalising
on hard-won expertise. The concept of packages seems first class in that itspreadsthe
development costs over a number of users to become operational that much more
quickly, but there are problems. To be usable by a variety of organisatiops, packages
have to be designed forgeneralised use. They must be able to bandle many more
situations,types of input and output and processing requirements, than any one user
would probably ever need. This tends to make them complicated and difticult to use,
at least initially. A more serious problem.is the uniqueness of some aspect of the
organisation’s activities which may not be covered by the package. Nevertheless, if
a package can be found that suits some applicationsit may be an excellent proposition,
both financially and operationally.

SOFTWARE PACKAGES AND IN-HOUSE SOFTWARE

Whether a software package or in-house developed software is chosen, the basic
goal of the organisation remains the same: to provide a computerised system that meets
a definite application requirements. However, these two types of programmes have
several distinct differences which are discussed below. Figure 8.3 depicts the differences
in acquisition or development of software.

OFF THE SHELF PACKAGES
* Hardware dependent
* Proprietary product
*  Inflexible and rigid
*  Least expensive
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CUSTOMISATION OF PACKAGES

*  -Need experienced manpower

* Need continual maintenance

*  Some limitations will persist
TAILOR MADE APPLICATION DEVELOPMENT
Accepted mode in most countries
Complete satisfaction of user requirements possible
Takes longer time and effort
Most expensive
Needs greater user involvement
Requires skilled manpgwer

* K ¥ ¥ ¥ ¥

Fig. 8.3 : Acquisition/Development of Software

Software Package

1.

Acquired from an outside vendor, it constitutes a legal contract concerning price
and functional capabilities.

It is usually installed in multiple orgamsatxons each withthe same set of vendor-
supplied software.

A full set of documentation is avaxlable for each management level of the
orgamsatlon.

It is usuvally field tested prior to public sale.

Maintenance is performed by the vendor via a software maintenance contract.

It can usually be enhanced over time with DP state-of-the-art improvements.

In-house developed software

1.

Design, programming and implementation aspects are developed to suit the needs
of one organisation.

Maintenance is the responsibility of the organisation’s data processing depart-
ment,

Design may or may not consider the latest state-of-the-art software techniques,
and ‘is dependent upon the capabilities and expertise of personnel in the
organisation.

SOFTWARE DEVELOPMENT COSTS

Cost is the main reason for purchasing a software package rather than developing

an in-house system. Developing in-house sofiware system isexpensive. Costs include
the salaries for programmers, systems analysts and project managers and these costs
are increasing faster than the cost of hardware (see Figure 8:4). Developing software
is a labour-intensive -activity, and it is becoming more difficult to locate and retain
experienced, qualified individuals for systems development. In-house software devel-
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opment also requires systems teams to use some computer time. Disk space, paper
costs and CPU time also add to the development cost. If hardware utilisation is at,
or approaching the saturation point, computer time is muck more valuable; thus, it
becomes much more costly for the systems team to use the hardware.

Percent 100
of total
cost 8 o ‘
Hardware
60 -y
40 -
T 20 - Software
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Fig. 8.4 : Trends in Software and Hardware Costs

Studies indicate that (1) software development costs several times the cost of
an IC (Integrated Circuit) chip, (2) approximately 70 percent of the total cost of a
software product occurs after the product is delivered, and goes into debugging and
- maintenance, and (3) software maintenance alone takes 50 to 80% of the data processing
budget at a typical installation. The increasing importance of software is readily
apparent from Figure 8.5. About 80% of the costs was attributed to hardware in the
mid 1950s. This ratio is on the verge of reversing by rapidly decreasing hardware
costs and by the increasing rate of labour-intensive software costs.
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Fig. 8.5 : Hardware Software Cost Trends

Software maintenance plays an important role iz eomnuter based systems. Its
cost is continually rising and reflects the high labour-intensive effort. The price and
performance of hardware have improved by leaps and bounds, but improvement in
programmer productivity has been low. This is reflected in the high cost of software
development and also gradual increase in the software maintenance cost.



EVALUATION AND SELECTION OF SOFTWARE PACKAGES 225

Time can be the other critical cost factor involved in an in-house system. In-
house software often is delivered late. If there is a needfor virtually immediate delivery,
then a software package is more likely to be operative in a short-run time frame.

Currently, there are no precise studies that compare the relative costs of in-house
development versus purchasing or leasing a software package. Also, it is important
to evaluate the altenatives before making the decision of whether to buy or develop
the software.

SOFTWARE PACKAGE COSTS

A software package also involves certain expenditures.- Total software costs for
package can include the following:

Lease or purchase - price.

Cost of ‘modifying the package to meet internal requirements.

Cost of modifying operating procedures. '

Cost of modifying the operating system so that it is compatible with the package.

Cost of modifying or adding computer hardware.

R

Cost of training programmers, systems analysts and other EDP personnel so that
the package can be used efficiently.

Many of these costs will be incurred regardless of whether the software’ is
internally developed or purchased (e.g. cost of modifying operating procedures, cost
of modifying or adding computer hardware). However, there are many costs unique
to purchasing the software package (e.g. the lease or purchase price).

The most frequently encountered cost after the purchase of the package is the
cost of modifying a package so that it fulfills the organisation’s needs. There usually
are unique information and procedural requirements that have to be met. An earlier
study on this topic revealed that nearly three-fourths of the application software
packages required significant modifications before they were operative. If a software:
vendor can make the modifications, these costs can be easily -identified. If the -
modifications are to be made internally then determining costs is difficult since part
of the cost is an allocation of fixed EDP costs. When modifications are significant,
these costs are higher than for internally developed software because the systems team
will be less familiar with the software package. This will increase the time, effort
and costs for modifying the package.

When packaged software is maintained by in-house programmers, systems
analysts and project managers, there also training costs are to be considered. For an
.in-house system, this training is an integral part of the systems development cycle.
When a software package is acquired, time will have to be spent training EDP personnel
on the ‘mechanics of the system.
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SOFTWARE QUALITY

Before we take up the question of software selection it would pcrhaps. be necessary
to know as to what constitutes good quality software package. A good quality software
may have a proper mix of the following strongly competing attributes:

- Clear definition of purpose

- Simpliciiy of use

- Ruggedness

- Early availability

- Reliability

- Extensibility and improvability

- Adaptability and extension to different configurations
- Suitabflity to configurations of the range

- Brevity

- Efficiency (speed)

- Operating case for the operator

- Adaptability to wide range of applications

. Coherence and consistency with other programmes
- Minimum cost to develop international standards

- Conformity to national and international standards with respect to character codes,
tape formats, languages, etc. '

- Clear, accurate dnd precise user’s document

ASSESSING A PACKAGE

To make a realistic appraisal of the suitability of a package is a lengthy process
but even so it takes far less time than the investigation, design, programming, testing
and implementation of a tailor-made system. The following steps are necessary:

1.  Determine the reporting facilities and routine outputs necessary to meet the
organisation’s requirements.

2. Determine the types and formats of the inputs available within the organisation.

Determine all relevant volumes (transactions, reports, outputs, amendments),current
and for the future. Step 1 to 3 are normal in any systems investigation and
design, whether or not packages are being considered,

4.  Determine essential requirements and useful additional facilities.

5.  Consider packages available and assess suitability for the appli‘cation being
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considered. The assessment of the package is covered in steps 6-13.

6. Coverage - What is the general coverage of the package? Is it for very narrow
area of the organisation’s activities or does it encompass many functions?

7.  Flexibility - Is the package capable of revision and modification without
substantial difficulty? Are a number of exits provided from the standard package
for users to create their-own additions? Can different reports be generated on
demand or reporting requirements be easily inserted into the package?

8.  Restrictions - Wl_)at restrictions on coding, input formats, the organisation’s
clerical systems, will be caused by the use of the package? What information,
if any, will have to be foregone?

9.  Assistance - Is full documentation of all aspects of the package provided? What
on-site assistance is given during the implementation of the package? Is any
formal training given in the use of package?

10. Reliability - What is the source of the package? What do existing users, if any,
say about the package itself and the supplier? If the package is not yet developed,
what 1s the record of the package suppliers? Do they have a record of producing
high quality, tested material to a definite sche(hle?

11. Hardware Requirements - What are the memory/peripheral software requirements
of the package? Can you use it on your installation?

12. Performance - How well does the package perform? What timings are available?
Is a benchmark test possible? What do existing users say about its performance?
If package is being developed, does the- specification include anticipated
performance details?

13. Costs - Will the package be paid for by-outright-purchase, lease or by some
form of usage charge? How do the costs compare with alternative packages?
How do the costs compare with the projected costs of developing a tailor-made
system? '

WHEN TO SELECT A PACKAGE"

There are two predominant reasons for selecting a software package. First,
individuals in charge of selecting or using the system are relatively naive with respect
to computer programming, computer technology and their specific application.
Secondly, the total cost of in-house development (which includes systems analysis,
design, coding, testing, implementation and hardware utilisation) exceeds the total cost
of leasing or purchasing a software package.

Obviously, in the first instance where the individual or organisation has little
experience with programming or computer hardware or even their target applications,
they would be well advised to go the software package route since the costs to develop
the necessary expertise would be prohibitive. These organisations usually should
purchase or leasc a complete systems package. So called “turnkey” systems are available
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from original equipment manufacturers (OEM). If a user or organisation is in this

.category, it would be prudent, if not imperative, to hire a consultant to aid in the
selecion process.

If an organisation is relatively sophisticated with respect to the target application
and computer technology, then the comparison of the relative costs of the software
packages and in-bouse development is necessary to get the most from the software
package. In doing so, the organisation must make a comparison of the total costs
involved in each of the alternatives. '

Many of these costs will be comparable regardless of whether the organisation
purchases a software package or develops it in-house (e.g., cost of modifying operating
procedures). To expedite the analysis, an organisation should focus its analysis on
the ‘critical costs. '

Software packages are most advantageous when the software is needed soon,
the software package can be implemented with only minor modifications and the
organisation does not have to maintain the software. Conversely in-house -development
is preferable when existing packages are not readily compatible with the system, when
software packages will require extensive modification by the user organisation and
when users are taking total.@sponsibility for software maintenance.

Since time can be critical, the first decision to be made is how soon the software
will be neceded. If the software will be needed very quickly, or if the hardware is
being used at or near capacity for current operations, in-house development will be
cost prohibitive. As shown in Figure 8.4 labour costs are increasing rapidly, and to
quickly develop the in-bouse software, an organisation would have to devote a large
amount of time and energy to the project, increasing its cost. Also, if the hardware
~is currently being used at or near capacity, significant indirect costs for in-house
software development result because of interruption of operations.

If time is not critical, choosing between purchase and in-house development is
not as clear cut. Most software packages require a significant amount of modification
before they are fully operational. This is not true of soltware developed in-house, since
it is specifically tailored to specific needs. If the modification must be done by EDP

Costs
to modify

‘None . Little Some Much Very much
- Fig. 8.6 : Cost to Modity Software Packages Degrec of Modification
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department iather than a vendor, the cost of the software package should be increased’
accordingly. Obviously, as the degree of modification increases, the cost increases and
this is not a linear relationship (see Figure 8.6).

The remaining critical factor to. consider is the maintenance of the software.
If the supplier is to maintain the software, the cost is the agreed upon price which.
the supplier charges for the service. But, if the organisation plans to maintain the
software, there can be hidden costs implicit in that decision. The EDP personnelmust
be trained so that they can provide €fficient maintenance of the system. As a
consequence, maintenance is likely to be more costly in terms of the organisation’s
human resources. However, there is a cost saving that will partially offset the human
resources cost. By providing maintenance, the organisation has instantaneous access
to maintenance personnel which in the long-run can be quite cost-effective. Figure
8.7 depicts the cost trade-off between acquisition and development of software.

Purchase | cogt of in-house develo
(Deges of ost of i pment
‘modification
&ot Very much
maintenance)

Cost of purchase

much

f Some

Little

Critical  Significant Small Notcritical  In-house
. , (Time and capacity)

Fig. 8.7 : Relative cost bf purchases vs in-house development of sgftware '

In general, therefore, packages can be worthwhile in three situations:.

1. Where an existing proven package more or less exactly fits the requirements
of one of the organisation’s applications and is a cost effective proposition.

2.  Where an organisation ijs a new computer user and personnel at all levels are
unfamiliar with data processing, then the interim use of packages may be
beneficial. Such use will help the organisation gain data processing expertise
and refine their requirements’ definitions. without massive expenditure. Also, the
installation is likely to become productive more quickly.

3. The third situation is where an organisation has many of the basic foundation

applications operational, using tailor-made systems but wishes to develop the use

_ of more sophisticated techniques. The use of many of these techniques (e.g. linear

programming, simulation and PERT) is likely to be only occasional and a package

may be the ideal answer, either on the organisation’s own computer or at a
bureau.
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AREAS OF CONCERN FOR MANAGEMENT

The decision to buy/select/make software requires an evaluation process recognising
both direct and indirect costs and benefits. Implications relating to in-house devel-
opment, such as utilisation of data processing staff, work priorities, risk and track
record of previous in-house efforts of a similar nature, must be compared to the gamut
of factors relating to software package acquisition, e.g. contractual arrangements, vendor
selection and goodness-of-fit between user needs and package capabilities. The choice
is not always obvious, and further more, it requires a deep consideration of many
detailed factors, which are sometimes ‘even harder to determine.

In the make or buy software decision, management is faced with. a series of
questions that requires understanding of management policies and system implemen-
tation goals. These questions provide a focal point for management to decide whether
to make or buy the software package. The decision should answer questions such as
the following:

1.  What are the organisation’s- objectives and goals pertaining to the specific
application in question?

2. Can the organisation develop the application with their current EDP staff?

w

How difficult would it be to recruit qualified software personnel to develop the
systems? ' : .

Are there other uses for additional staff after the new system is imp]emeuied?
What is the projected cost for in-house development?

Are there non-quantifiable costs that should also be considered?

How long will it take from the system requirements study to ﬁnal implemengation?

'Are the new system expectations only for the short range say less than 3 years?

© ® N e w s

Can the organisation’s long term needs be identified and included in the new
system?.

10. What impact will the in-house development have on organisation’s resources?

11. What is the anticipated effect of systems maintenance — its costs, duration and
resources? '

12. Are there software packages that meet the organisation’s need?
13. What is the range of cost for acquiring a package that meets identified needs?
14. Do the software packages function on the current hardware?

15. Are there -plans to change the hardware configuration? If so, when, and will
the package operate on the new configuration?

16. What is the source languagé of the proposed package?

17. . What is the impact of the package on the current hardware?
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—

18.

19,
20.

If additional hardware is required, what will it cost and what is the order lead
tinie?
What is the performance record of the proposed vendor?

What is the performance record of the proposed package?

ADVANTAGES AND DISADVANTAGES OF ACQUIR-
ING A SOFTWARE PACKAGE

In evaluating the alternative method of implementing a software application, the

decision-maker should be aware of the advantages and disadvantages of acquiring a
software package. Some of these are discussed here.

Advantages

1.

Eliminates reinventing the whecel. In many instances,packages provide basic
capabilities that are more then sufficient to accommodate an organisation’s needs.
Often packages have been ‘designed for a specific industry and functional usc,
i.c. construction industry accounting package or manufacturing bill-of-materials
(BOM) software.

Often costs less than in-bouse development. The following table provides a buy
versus make matrix for a hypothetical package. The values included in the matrix’
typify the costs and time required for a package equivalent to a Rs.80,000 software
package. As the matrix shows, both investment cost and payback period indicate
economic advantages in acquiring a package.

Economic evaluation matrix : buy versus make software.

ESTIMATE ' : MAKE BUY
A. Cost of Evaluation Study Rs.5,000 Rs.15,000
B. Duration of Evaluation Study 1 month 3 months
C. Development Time ‘ ' 18 months 6 months
D. . Cost of in-house Development/ :
Acquisition Rs.200,0006 - Rs.40,000
E. Conversion Time 3 months 3 months
F. Conversion Cost Rs.25,000 Rs.25,000
G. Annual Savings Rs.100,000 Rs. 100,000
H. Projected Payable Time Period *27 months 10 months

* Sum of (A+D+F)
Rs.8,500 (=Rs.100,000/12 months)
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3. Releases software personnel for other projects. Most data processing departments

have substantial backlog of user-requested data processing systems, The ratio
of personnel and implementation time period is dramatically in favour of the
acquisition route. As such, DP personnel become available sooner for other
projects. While the ratio in the above mentioned table is 3:1, this ratio can be
even higher.

Has high reliability and perforins according to stated documentation. Packages
bave been implemented .in a large number of installations. Thus, the package
is generally ficld-proven andoperates as described in the documentation.

Assures that the system is documented. Part of the package acquisition decision
involves review of vendor supplied documentation. Unfortunately, when a package
is developed in-house, documentation is usually low on the priority ladder. As
a result, final documentation is incomplete and too ofte is not updated during
the software maintenance process.

Minimises risk usually associated with large-scale system development effort.

- System development efforts generally have had bad performance records.

Management bave experience with projects being overdue and over the budget.
A package reduces the probability that this situation will occur and places some
reasonable constraints on anticipated - costs.

Provides improved opportum'ty costs. Since packages are known to be less

_expensxvc, the economic advantage offers management the chance to redirect

some financial and manpower. resources to other projects.

Disadvantages

With all the pluses, software packages can stil]'bn'ng problems which are of

following nature:

1.

May not adcquately meet user’s requirements. This is probably the major
drawback of acquiring a software package. Too often the organisation’s needs

- are not clcarly defined, so the selected soflwam package does not adequately

meet proccssmg requxremenls

Modificatior. of base system results in loss .of vendor support. If the selected
system requires changes, the purchaser can lose its guarantee by modifying the
software code. An alternative is to use the package interface files to develop
alternative processing not supplied by the system. These are generally known
an Add-ons.

Additional bardware may be required. The selected package may involve
additional computer resources that' would not otherwise be required. Although

seleclion of another package could be an alternative, this choice may not be
available.

Purchase of packages involves Jarge cash outlay. This substaptial investment can
be conceived as an added expense since the use of in-house personnel is often
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considered a fixed cost. Since many organisations have in-house systems and

- programning personnel, the problem invoives determining how to allocate

personnel to the project of highest priority, rather than deciding whether to incur
an expense. '

‘Implementation . responsibility still lies with the organisation and not. with the

vendor, While software package vendors provide reliable products - with some
implementation assistance, sole responsibility still- lies with the purchaser.
Therefore, acquisition of a package does not automatically imply successful
installation.

SOFTWARE VENDOR CHECKLIST

Many questions you would ask prospective application software vendors do not

differentiate one vendor from another. The similarities between suppliers are not what’s
important — it is the differences- that count. Here are questions you should ask
prospective application software 'vendors ‘before making your selection.

1.

Can the application software you are considering be easily delivered in a variety
of data processing environments (operating system, teleprocessing monitor and
data base) to permit easy migration and allow system software environmental
independence?

Can the application software be delivered for VSAM and all popular data base
management systems, rather than being tied to the application vendor’s data base
system - one which could be outmoded by new data base products developed
by another vendor in this rapidly changing high- technology industry?

Is the application software implemented using a “native” or direct approach to
the operating system, teleprocessing monitor and data base' manager, without the
inefficiency associated with “bridges” or the vendor dependencies on a “black
box™ approach?

Is the application product coded in an efficient, widely used and industry-standard
language such as COBOL or C rather than a vendor-dependent language unknown
to the general data processing community?

Can the application product be “tailored” or streamlined to meet the specific
functional and operational needs of a company through purchase of a basic
package and selected optional features, thereby avoiding delivery of useless code?

Does the vendor retain a source version of each customer’s uniquely tailored
application software for emergency -back- “up, problem determinatior and client
assistance?

Does the vcndor have a broad, completely integrated line of application software
which can be demonstrated on a single system instead of merely described?

Have all of the vendor’s products been integrated by design and developed by
a single organisation, thus eliminating the need for inefficient interfaces and
unknown “black boxes” to tie together unrelated or acquired applications?
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“9.  Does the vendor clearly demonstrate a full commitment to the complex business
of application software, rather than offeran incidental addition to its main product
line?

10. Has the vendor been in the application software business a minimum of ten
years with a successtul track record of sustained profits and a strong financial
posture?

11. Does the vendor have sufticient capital liquidity to develop enkancements to its
product line and tu meet unexpected cashflow requirements, and little or no debt
to assure its long-term staying power in the event of economic difficulties?

12. Is the vendor’s product line not only broad enough to satisfy the product needs
of your immediate project, but also broad enough to satisfy the product needs,
of any subsequent project extensions?

13.  Can the vendor provide you with a complete listing and demonstration of
integration- points between functional systems, as well as plans for specific
additional integrafion points in subsequent releases?

14. Does the vendor routinely provide for a pre-installation planning meeting to
prepare the client for the installation steps to be completed?

15. Does the vendor provide educational and training support in the form of public
workshops and privale, individualised education?

16. Docs the vendor provide 24 hours, seven-day-a-week ‘hot line’ telephone support
for service -and trouble-shooting?

17.  Docs the vendor have a formal independent users group which is 6rganised with

- application interests in view and which meets regularly?

18.  Does the vendor enjoy a position of leadership within professional organisations
recognised in each application field?

19, Does the vendor provide a comprehensive security system built into the application
which dynamically adjusts the system for the user, based upon the capabilities

- specified in the user’s unique securily profile?

20. Does the vendor have a maintenance plan available which routinely provides
cnhancements and corrections on a regular basis?

21. Docs the vendor provide source language code for all programmes and routines
thereby permitting better-user understanding, modification and maintenance?

22. Are all programmes wrilten using top-down, structured techniques with good
on-line documentation? :

CONCLUSION

To summarise, before your organisation embarks on the development of a tailor-

made system, arc you sure that no package cxists that will cope with the work? When
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one considers how many people have independently ang expensively solved the same
problems in sales accounting, credit control, pay roll and the like, it is enough to
make an accountant shudder. When an organisation has a well devcloped EDP group,
the choice betweeii in-house development and purchase of new software is not always
clear cut. The advantages of purchasing.a software package are that it can be
implemented quickly and the initial costs (_purchasc or lease price) are much lower
than the costs to develop the software. However, in-house developmem provides the
advantages of flexibility, compatibility with the existing hardware and lower cost at
training personnel. Orgaxusatnons with a sophisticated EDP department should consider
the relative cost of in-house development before looking for a software package to
purchase or lease.




