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WHAT'S THE ROI OF
FINDING OUT WHAT
YOU DON'T KNOW?
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What i1s ROI?

“In purely economic terms, it is one way of
considering profits in relation to capital
invested.”

“ROI and related metrics provide a snapshot
of profitability...”

*Quotes from Wikipedia
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Return on
Investment

—

* Adapted from Relevance Lost Figure 4-1, p. 85, See thewr footnote 47 for the onginal sowrce .
** Working capital also includes sraall amounts of deferred charges.

ROl Formula

The Du Pont Return on Investment Formula*
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ROI Equations

Net Income+ Interest(1+ Tax Rate) RO

Book value of Assets
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Testing Is not a Product*

*Unless you sell Testing Services

To business it IS one or more of:

* An Information Service (optional expense)

* A Risk Management Tool (optional expense)
* A Risk Mitigation Method (optional expense)
* A Compliance Mandate wnfortunate expense)
* A way to spread blame (ust sad)

Therefore...
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ROI Graph for Testing
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ROI Formula for Testing

The Du Pont Retur vestment Formula*

—| Inventories
| Turnover . .
Divided B
eet sy Working
Capital **
i T otal Plus
= Investment =
eturn on ] ST ermanent
Investment Multplied By Investment
es
ost o

* Adapted from Relevance Lost Figure 4-1, p. 85, Se
** Working capital also includes small amounts of deferre

e 47 for the ongnal source .




ROI Equations
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“And this is where our ROI became an IOU.”



To Put it Simply

Testing as an independent
activity has
NO Innerent value

The benefit of testing is
derived from the

© 2013 PerfTestPlus, Inc. All rights reserved.
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Meaning...

ROI calculations

UO NOt AppPIY

to testing... whetheritis
manual, automated,
or outsourced.
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And Therefore...

Positives
or
benefits

Monetizing the Value of Test Automation © 2013 PerfTestPlus, Inc. All rights reserved.



CBA, Simple Example

Halogen | LED
Watts per bulb (including transformer) 5/w 6.5w
Lifespan 1000hr | 20000hr
Bulb cost (each) S12 S29
KWH per year 93.6 10.7
Power cost over 10yrs S271.44 | S30.95
Cost of bulb replacements over 10yrs | $197 SO
Total cost for 10yrs S468.44 | S59.95
Saving S408.49
I\/Iultiply by (number of bulbs in your home) SSSSS
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CBA, Accounting Perspective

Let's see ... I | spend the next hour
olaY “'r‘ading I COU(J moke %‘4’,000
H I Spend it haVing sex | moke no‘fhina_”
U'm just not seeing how your Propos iion
benefits me ...

c BENEFIT ANALYSIS

Monetizing the Value of Test Automation © 2013 PerfTestPlus, Inc. All rights reserved.




CBA, American Example
mn GOLD DIGGER

HOW AMERICANS VIEW HEALTH CARE COSTS

(THIS ISWHAT TWANT ) (THIS IS WHAT T'LL PAY.)

© 3/25/10 WWW.BEARTOONS.COM BEARMANCARTOONS@YAHOO.COM
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Test Automation
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The Cost of Automation

Oh, so how many

Just $200,000. manual testing hours
have you replaced?

(

How much money
have you spent on
this test automation?

S-S

=

hmmm, how many
bugs have you found?
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If you want to level the risk

What are you on being unemployed, then

doing then? Leveling risks go and find some bugs'!
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Cartoon desianed by Raimond Sinivee

Andy Glover cartoontester.blogspot.com Copyright 2011
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It was a shock to his master when he realized,
robots need maintenance, too




Typical Test Automation Costs

e Tools (even open-source can have associated costs)

Hardware/Environments ifferential cost)

* Training (actual cost + productive time lost)
° Design (differential time)

* Automating (time and/or staff augmentation)

e I\/Iaintaining (differential from current maintenance)
« Staff Salary Increase (andior staff replacement)
* Change-Related “Stuff” process doc updates. etc.)
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Management View of Costs




Test Automation

&“e Benefit"
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Example ‘A’

What Are Benefits of Automated Testing?

~ @ number of resoui. 'S

for regression test are
2duced.

S
Cos. Reyuct.on

Aufronated too's run

te:-is s ficantl faster
tha ‘human <er’

You Treuse tes - on

di’ ‘ere; * versions
of -\ applica ~aq, evon
if th. ser inter, 7
chang.

*borrowed from SlideShare as a generic example
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Example ‘B’

The Benefits/Purpose of Automation testing

VOO O

Speed up Test Execution: In less span of time you can run more no of test
scripts which not only reduces the time but also speeds up the execution
task.

Achieved Improved Test Coverage: Your coverage is more than what you
could do manually.

Ensures Consistency, Accuracy and Efficiency: The tests run are consistent,
accurate and efficient.

Reliability and Transparency: The tests can perform the exact same steps
every time without concern about human error.

Repeatability and Reusability: Once you automate your test cases i.e. you
convert the test cases into test scripts they can be run any number of times
since they are stored and they can be reused at a later point of time when
needed.

Return on Investment (ROI)

Quality
*borrowed from SlideShare as a generic example
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Benefits, Scott’s View

BVT / Smoke / Pre-Test (| time to “oops”)

More Data Variance ( | gaps, | sampling, | design time)
Dev/Test Relations (1 collaboration & shared resources)
Free Humans from Checking (1 high-value testing)

Test Data Creation/Maintenance ( | desire to stab self in eye
with spoon, 1 time to make use of data)

Enable New Tests (like response times & resource usage)

Devs can Screen Bug Fixes (| desire to stab dev in eye with
spoon)

Auto-Magic Audit Trall (| audit prep time, 1 high-value testing)
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Monetize Example (Part 1)

Investment in Automation:

Capital Expenditures:

« Software Licenses (5 emp x €4000) => €20,000

« Software Subsequent Years (5 x €1000) => €5,000
 Hardware (5 machines @ €1500/hr) => €7,500 / 18mo
Training & Ramp Up:

« 3day class (onsite trainer) => €5,000

« 3day workloss (5emp x 3 day @ €800/d) => €12,000
90 day staff aug during ramp up (2 emp) => €60,000

Year 1: €102.000 Years 2+: €10.000
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Monetize Example (Part 2)

BVT / Smoke / Pre-Test:

Manual:

« Execution (5 emp x 1day @ €800/day) => €4000 each

« Maintenance (5 emp x 1hr @ €100/hr) => €500 /build
Automated:

« Execution (1 emp x 2hr @ €125/hr) => €250 each

« Maintenance (1 emp x 1day @ €100/hr) => €1000 /build
Annual Frequency

 Executions ~ 18

 Builds ~ 12
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Monetize Example (Part 3)

Annual Manual | Automated Yr 1 | Automated Yrs 2+
Investment N/A €102,000 €10,000
BVT/Smoke/Pre-Test

Execution (x18) €72,000 €4,500 €4,500

Maintenance (x12) €6,000 €18,000 €12,000

SubTotal €78,000 €22,500 €16,500
Audit Trail €50,000 €15,000 €5,000
Total: €128,000 €162,000 €48,000
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Can’t Monetize? SROI!

.Our Mission Is to change the way the world accounts for

value that enables better decision-making and ultimately,
achievement of the vision for SROI...”

SROIl is based on seven principles:

The SRO|
Involve stakeholders Nebaork
UnderStand Wh at Changes Accounting for Value

Value the things that matter
Only include what is material
Do not over-claim

Be transparent

Verify the result

Copied from http://www.thesroinetwork.org/
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Avold Analysis Paralysis
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"Big surprise. That Cost/Benefit analysis
cost us more than any benefit we've ever
gotten from it."
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SROI too Complex?

Ask Stakeholders who
have budgets...

whnat woula you
ve willing to spend
for “X”7
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Let’s Review

There is no ROl in Testing
> No profit/revenue, no ROl — Managers should know this

Testing itself has no inherent value
> Itis only the results that *may* be valuable (beneficial)

Cost Benefit Analysis is what needs to be done
> What do | want? What does it cost? Is it worth it?
> Can’'t monetize it? SROI it!

Business doesn’t care if it benefits you
> They want to hear how it benefits them!

If costs outweigh benefits...

> find more benefits!!!
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Questions?
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Books: www.perftestplus.com/pubs

About me: about.me/scott.barber
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Contact Info
Scott Barber

about.me/scott.barber

Chief Technologist
PerfTestPlus, Inc.

E-mail:
sbarber@perftestplus.com

Blog:
scott-barber.blogspot.com

Web Site:
www. PerfTestPlus.com

Twitter:
@sbarber
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