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The Analysis Dividend

What delivery actually costs when understanding arrives too
late — and the financial model for fixing it.
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THE ANALYSIS DIVIDEND

THE PREMISE

Build is not the expensive part

Ask a ClO where the money goes on a technology project and they will point to Build. Developers are the
largest line item, sprints are the longest phase, code is the deliverable.

This is wrong. Not slightly wrong — structurally wrong.

The most expensive part of a project is not writing the code. It is writing the code wrong: writing it, showing
it to stakeholders, hearing "that is not what we meant," and writing it again. It is building against
requirements that were "just enough" and discovering in testing that just enough left forty-seven edge
cases unaddressed. It is building against an architecture that "emerged" from sprint-level decisions and
finding in month four that it cannot support an integration nobody mentioned in sprint one.

The most expensive part of your project is the Understanding Deficit —
and the compound interest it charges on every phase it touches.

The ROI illusion

The sprint-by-sprint return model looks attractive: invest a little, return a little, iterate. It only holds if each
increment is correct. If sprint three delivers a feature that does not match the business need, the return on
sprint three is not zero — it is negative. The money was spent building the wrong thing, and more will be
spent building the right one.

A team builds a reporting module in sprint four. The review reveals the business wanted reports grouped by
region, not product line. The fix reworks the aggregation logic, updates the front end, and retests the
module: three sprints to correct a misunderstanding that a thirty-minute conversation in Define would have
resolved.

A feature built right once is cheaper than a feature built three times. This is not a philosophy. It is
arithmetic.
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THE ANALYSIS DIVIDEND

THE MECHANISM

Why the dividend compounds

The return is not a one-for-one trade. An hour invested in Define does not save an hour in Build — it saves
time in every phase downstream.

SAVED PER HOUR INVESTED IN

PHASE WHY
DEFINE

Design 05h A clean brief; no round-trip to clarify ambiguity

Build 20h Specification, edge cases and data dictionary already resolved

Validate 15h The defect that does not exist needs no triage, fix or retest

Deliver 05h Living documentation; the system does what stakeholders were
told

Continuous 1.0 h per month Every incident that never happens

One hour in Define produces roughly 4.5 hours of immediate downstream saving, plus an hour a month for
the life of the system. Across a three-year support tail, that single hour saves in the order of forty.

An honest note on the ratio. A 40:1 return depends on a specific set of assumptions — the
misunderstanding rate, the compound multipliers, the length of the support tail. Complexity, team maturity
and Al capability all move it, and it will date as those shift. The durable claim is simpler: when Build
compresses, analysis becomes the highest-leverage investment in the lifecycle. As Al continues to
compress Build, the ratio rises. The exact multiplier matters less than the direction of the slope — and the
slope only points one way.
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THE ANALYSIS DIVIDEND

WORKED EXAMPLE - 1

Two hundred requirements

A mid-sized project with 200 requirements. Under a traditional approach with minimal upfront analysis,
assume a 15% misunderstanding rate.

TRADITIONAL AFD
Requirements 200 200
Misunderstanding rate 15% 3%
Requirements reworked 30 6
Rework cost each 20h 20h
Total rework 600 h 120 h
Additional analysis invested — 200 h

480h  280h €22,750

of rework avoided net gain after the analysis direct saving at a €650 blended
investment day rate

On a single project — before counting the compound savings in Validate, Deliver and Continuous. Average
rework cost per requirement accounts for the fix, the retest, the regression run, the documentation update
and stakeholder re-validation.

The Analysis Dividend is not a theory. It is a line item.
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THE ANALYSIS DIVIDEND

THE EVIDENCE BASE

What a defect costs, by the time you find it

The cost escalation of defects by stage of discovery is one of the longest-running observations in software
engineering.

STAGE DISCOVERED RELATIVE COST FROM A €500 BASE
Requirements (Discover / Define) 1x €500

Design ~Bx ~£2,500

Build ~10x ~€5,000

Testing (Validate) ~20x% ~£10,000
Production (Continuous) ~50-100x ~£25,000-€50,000

Ratios are drawn from the Boehm / McConnell / IBM SSI body of work. Treat them as order-of-magnitude
indicators, not precise multipliers — actual numbers vary by domain, team and system. The exact ratios are
not physical constants; the order-of-magnitude pattern is what holds robustly.

At scale

A project that produces 100 defects, distributed as they typically are, carries a weighted defect cost of
roughly 3,115x the base — around €1.56m at a €500 base rate. Approximately €1m of that comes from the
20% of defects that reach production.

Many of these originate not in developer error but in structural gaps: building without an overall design,
from a sprint-sized fragment of context, unaware of the dependencies and design intent connecting that
fragment to the whole.
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THE ANALYSIS DIVIDEND

THE EVIDENCE BASE

What changes across three projects

Defect reduction is not instant. It arrives as the method embeds.

ADOPTION STAGE DEFECT REDUCTION DEFECTS PER 100
First project — team learning 30-50% ~60
Second project — methodology internalised 50-70% ~30
Third and beyond — organisational maturity 70-85% ~20

By the third project, weighted defect cost drops from ~3,115x to roughly 200-400x — a reduction of 85—
95%. The defects that remain are genuinely complex edge cases rather than missed requirements.

Prevention, detection, correction

Most organisations invest heavily in detection and correction, and minimally in prevention.

QUALITY ACTIVITY TRADITIONAL SPEND AFD SPEND
Prevention — analysis, validation, prototyping 10-15% 40-50%
Detection — testing, review, monitoring 30-40% 25-30%
Correction — rework, hotfixes, incidents 45-60% 15-25%

Total quality spend is typically lower under AFD despite higher prevention investment, because the fall in
correction cost more than offsets the rise. Prevention is cheaper than cure, and it is not close.
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THE ANALYSIS DIVIDEND

WORKED EXAMPLE - 2

A €500,000 project, three years on

A mid-complexity claims processing application. Same organisation, same stakeholders, same business
need — delivered two ways.

TRADITIONAL AGILE AFD

Team 8 people 6 people
Timeline 16 weeks 14 weeks
Upfront analysis and design 12.5% of budget 32% of budget
Initial budget €500,000 €433,000
Hidden costs €175,000 €39,050
Annual support €78,125 €13,920
Three-year TCO €909,375 €448,890

Roughly 51% less over three years — not because the team worked harder
or corners were cut, but because investment was allocated towards
understanding rather than rework.

Hidden costs are where traditional delivery leaks: rework at 25% of build cost, integration issues at 15%,
change management at 10% of total. Under AFD those fall to 10%, 5% and 5% respectively — and they
surface early, while they are cheap.

AFD also makes contingency visible rather than burying it in padded estimates and stabilisation sprints. A
well-analysed project typically consumes 30-50% of it and returns the rest to the portfolio.
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THE ANALYSIS DIVIDEND

THE OBJECTION

A third of the budget before a line of code

In the traditional approach, analysis and design consume 12.5% of budget. Under AFD they consume 32%. A

finance director will reasonably ask why.

The answer is in the total-cost column. The expensive upfront phases are what produce the cheap
downstream phases and the dramatically cheaper ongoing support. The traditional approach looks cheaper

at the start and costs nearly twice as much by the end.

You are not being asked to spend more. You are being asked to spend it

earlier, where it buys certainty instead of correction.

Risk, priced properly

Projects carry risk, and how that risk is priced changes the comparison materially.

RISK

TRADITIONAL PROBABILITY

AFD PROBABILITY

Requirements change mid-project
Technical complexity underestimated
Integration failures

Resource availability

Vendor / third-party delays

60%

40%

50%

30%

20%

25%

30%

35%

25%

15%

Requirements volatility is the largest single risk in most portfolios, and it is the one upstream investment

reduces most sharply.
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THE ANALYSIS DIVIDEND

INTELLECTUAL HONESTY

When the dividend does not pay

The Analysis Dividend is not universal. Four cases where the arithmetic does not work, and pretending
otherwise would cost you credibility internally.

Very small projects

A change request requiring forty hours of development does not benefit from two weeks of analysis. Rule of
thumb: if build effort is under five days and misunderstanding risk is low, a lightweight mini-cycle is more
efficient.

Genuinely exploratory work

Some work exists to discover what is possible — research prototypes, feasibility proofs, experiments where
the requirement is "find out what works." Use proof-of-concept practices without the full upstream rigour.
When exploration produces insight, the full lifecycle applies.

Extreme regulatory deadlines

When the regulator says comply by March or face sanctions, pragmatism outranks methodology. A rushed
delivery can be followed by a proper cycle to rebuild correctly: the first satisfies the deadline, the second
captures the dividend.

Teams that genuinely already understand the domain

Occasionally the Understanding Deficit is already substantially closed and the analysis phases can be
compressed — not skipped, compressed. This is rarer than teams believe. The most dangerous gap is the
one you do not know you have.
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THE ANALYSIS DIVIDEND

WHAT TO DO WITH THIS

Computing your own number

The worked examples are illustrative. Your projects differ in size, team composition, rate card and risk
profile. Four questions produce your own figure.

1. What is your misunderstanding rate? Of requirements delivered last year, how many were reworked
because they were understood too late? Most organisations have never counted. That absence is itself
the finding.

2. What does one reworked requirement actually cost? Fix, retest, regression, documentation,
stakeholder re-validation — not just the developer hours.

3. Where are your defects discovered? The proportion reaching production is the single biggest driver of
weighted cost.

4. What is your prevention-to-correction ratio? If correction exceeds prevention by three or four to one,
the dividend is available to you.

On the numbers in this paper. Percentages drawn from delivery practice are the author's observations
across European engagements, calibrated to 2026 conditions — not measurements from a controlled study
population. They are conservative anchors, offered so you can test them against your own data rather than
adopt them on faith.

A four-mode financial calculator — build/buy/configure, methodology comparison, risk-adjusted costing
and full three-to-five-year TCO — is set out in Appendix C of Adaptive Flow Delivery.

Adaptive Flow Delivery — the full methodology, 586 pages. Chapter 10 develops this model; Chapter 11
develops the capacity return behind it.
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