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The software industry is littered with failed projects. No business is immune to the failure; from large 
multinationals to small businesses, many have experienced the effects of a failed software implementation. 

So after years of failed projects, why can’t lessons be learnt and failures avoided? 

This whitepaper examines the causes of failed software projects and provides advice on how to best manage 
symptoms to avoid failure.  

Introduction

What is a failed software project?

A software project can be deemed a failure for many 
reasons. Five common reasons are outlined below.

NOt DeLIVereD ON SCheDULe

One of the most common reasons a project fails is 
that it is not delivered on schedule as expected. This 
could be due to a variety of reasons; the vendor may 
have underestimated the time to deliver the project; 
or the client may have been too adamant on an 
unrealistic timeframe. No matter the cause, a project 
that is not delivered on time can cause significant 
disruption to the operations of an organisation.

rUNS OVer bUDget

Another common reason for project failure is budget 
overrun. Whether this is due to unexpected additional 
work or the vendor having to cut cost to win the 
business initially, a project that runs over budget is at 
a significant risk of failure if the client cannot arrange 
additional funds.

eND-USerS DO NOt USe the SyStem

Even if the project is delivered on time and within 
budget, if end-users to do not embrace the system 
and use it to its capacity then the project is deemed 
a failure. Why would end-users not use the system? 
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As ridiculous as it may sound, 
they may not know how to use 
the system. Often organisations 
underestimate the amount of 
training required to ensure staff 
are competent at using new 
software.

End-users may find the system 
difficult to use. It may add 
additional steps to a process but 
not provide the perceived benefits.

Some end-users are hesitant to 
change and may want to continue 
doing their job as they have been, 
regardless of whether the new 
system makes their job easier. 

SyStem prOVIDeS NO retUrN ON 
INVeStmeNt

Often a software system is seen as the saviour 
that will lead an organisation out of the doldrums. 
Software applications are merely a means to 
improving certain aspects of a business, they 
cannot single-handedly change a business without a 
commitment to improvement.

Organisations need to be realistic about what a new 
software system will provide their business. They 
need to commit to changing other aspects of the 
business to support the new software system, if they 
are to succeed. 

VeNDOr VS CLIeNt reLatIONShIp

A vendor-client relationship should be more of a 
partnership than a sugar-coated rivalry. No one wants 
a failed project. The vendor risks their reputation and 
future prospects if a project fails. A client can often 
be left out of pocket and at risk of falling behind 
their competition if a project fails. Therefore, it is in 
the best interests of the vendor and client to form a 
mutually beneficial relationship, where both parties 
win from an engagement.

What can be done to avoid failed 
projects?

We’ve looked at the common reasons software 
projects fail, now let’s take a look at what can be 
done to avoid these failures.

BuSINESS CASE

The true return of a software system can never be 
determined if a clear business case is not compiled 
prior to commencement of a project. A concise 
business case outlines the problems a software 
system is intended to solve, how this fits into the 
strategic direction of an organisation, how it will be 
financed and what ROI will be achieved. 

Having a strong business case will win the support of 
management which will aid in the implementation of 
the software system.

Software projects without management sponsorship 
are at risk of having budgets cut, face limited 
resource allocation and experience a lack of support 
for the system.
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FuNCTIONAl REquIREmENTS

Before embarking on a system evaluation process, the 
needs of the organisation need to be understood. 

What areas of the business is the software system 
intended to support? What functionality is required 
to support these areas of the business? What do 
end-users require to make their job easier? How will 
the impending system fit in with existing software 
infrastructure?

Without a clear understanding of what the software 
system is trying to solve in an organisation, 
evaluation of possible software systems cannot be 
undertaken. 

Yet, many organisations rush into evaluating software 
systems without understanding what they actually 
need. This often results in choosing a system that is 
not a functional fit and does not support the business 
as it should.

BuSINESS FIT

Once a clear business case is established and the 
organisational requirements are clearly defined, an 
organisation needs to consider what type of system 
would best fit their business.

It is easier to assume that an off-the-shelf solution 
with some customisation will do the job, but if an 
organisation has unique processes then trying to 
mould these processes around an existing system may 
be setting the foundations for failure. 

On the other hand, an organisation may conclude that 
it needs a custom solution but may in-fact find that 
an existing product would better fit their business. 

There is no rule to determine when an organisation 
should choose a custom system or opt for an off-the-
shelf product. Each organisation needs to determine 
the best fit for their business. If an organisation lacks 
the expertise in-house to concisely decide what type 
of software system they need, then the services of an 
independent software consultant should be sought. 
The success of a project highly depends on the type of 
system that is chosen. 

Part II

This concludes Part I of this whitepaper.

Part II of “Why 70% of software projects fail and 
what you can do to ensure success” outlines the 
unique reasons why off-the-shelf software projects 
fail and provides advice on how failure can be 
avoided. Part II also looks at the risks associated 
with custom built applications and highlights how to 
effectively minimise these risks.
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