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Top Three Questions to Ask a Software CTO

TECH LOOK
QUALITY
ASSURANCE

Quality Assurance, or QA, is
the software industry’s way of
finding and fixing software
bugs. It is absolutely critical to
achieving success and selling a
good product. Just one big bug
in a product can invoke a
feeling of instability from a
customer. If that feeling lasts,
and isn’t resolved by the
provider, a customer can be
permanently tarnished such
that they will avoid making
another purchase. A tarnished
customer will simply conclude
that the software “doesn’t
work” and will move on to
something else, never to
return.

COST OF QA

Given the globalization of
software labor, there are many
cost effective ways of achieving
software testing. Research in
software engineering has
clearly shown that QA should
be done at the beginning of a
software project, not at the
end. Trying to save time or
money by adding QA after
development is complete is
simply inexcusable today.

Early stage software companies make
great investments. They have a potential for
high returns because of the low cost of
replicating and licensing their product. There
are also acquisition possibilities from the
cash rich giants of the software industry.
Many investors seek large capital gains on
their money, and software companies fit into
this model for aggressive portfolios.
One challenge to many investors is
performing technical due diligence on a
software company investment. Many
investors make their money outside of the
technology space, and there is naturally a
feeling of uneasiness that goes with investing
in something outside of your area of
expertise. To mitigate this risk, investors
often call in favors from their best known
computer expert, or for larger investments
they will hire an expert to perform a due
diligence study. Given my background of
software development and innovation, many
such requests come across my desk. Often,
there isn’t enough time or budget to perform
a complete due diligence study. Sometimes,
an investor just needs to get a quick
assessment to aid in knowing if it is worth
looking more deeply into a deal. This is
especially true for investors that have
multiple opportunities to invest some
aggressive capital.
To help accomplish this goal, I’ve put
together a quick three question checklist that
can help sift and sort through a set of
technology investments quickly. If a software
company’s CTO (or lead software expert)
isn’t able to answer these three questions
sufficiently, then your investment will face
some serious risk. It doesn’t always mean
you shouldn’t invest, but it does tell you that
there are some critical missing pieces that

need to be addressed before the company
will be able to give you a good return on
your investment. To use these questions,
schedule a quick conference call with the
CTO and ask these questions over the phone.
Emailing these questions is not nearly as
effective, because you want to assess how
quickly and confidently the CTO is able to
answer these questions. Always push for an
in-person or over-the-phone conversation.

Question One
The first question is simply, “How
many test cases do you use to test your
software, and how often are those test cases
executed?” If the CTO cannot give you at
least an approximation of the number of test
cases and the frequency of their execution
immediately, then score this question with a
zero. If the number of test cases is less than
1,000, and the frequency of testing is less
than once per month, this question scores a
one. If the number of test cases is 1,000 or
more or if the frequency of testing is once a
month or more, score this question two
points. If there are more than 1,000 test cases
and testing is done more frequently than
once a month, score three points.

COPYRIGHT 2013 TECHNOLOGY CULTIVATION FUND, LLC

SCORING A SOFTWARE INVESTMENT	


Technolog y Cultivation Fund
Question Two
The second question is, “Can you
show me a copy of your product
roadmap?” Be prepared to keep the
information you receive confidential and do not ever share a company’s
roadmap with another party. If the CTO
does not understand this question or
doesn’t have a product roadmap readily
available to show you, score this question
a zero. If the CTO builds a product
roadmap at your request within a week,
score this question a one. A CTO who
already had a product roadmap scores
two points. If the product roadmap
extends between six months to 24 months
into the future, score an additional point.
Roadmaps too far into the future (more
than 24 months) should not be given this
extra point, nor should roadmaps that are
too myopic (less than six months).
Question Three
The third question should be, “What
differentiates your technology from your
competition?” A CTO that isn’t really
sure should get zero points. If the CTO
gives the exact same response as the
CEO or lead salesman - extolling the
product differences to the market (as
opposed to the technology differences) then score one point. If the CTO gives a
quick and precise answer which extolls
some of the underlying technology
principles, score an additional point. Try
for another point by asking, “Can you tell
me more about that?” A CTO that shows
passion and detailed understanding of the
academic knowledge behind his
technology, and why the “status quo”
thinking is insufficient to bring a quality
product to market should score one more
point.

Calculate the Score
Add up the points to each question,
and use the table at the bottom of the
attached score sheet to get a quick
assessment of the technology foundation
of the company.
A score of 0-2 indicates that the
company has some serious risk
associated with its technology. Avoid
investing if possible. If you’ve already
invested, it isn’t necessarily a complete
disaster, but understand that some
software leadership needs to be brought
into the company quickly in order to
assess and lead the technology
development.
A company scoring between 3-5
points has good technology footing with
a few risks that need to be addressed as
the company grows. Most of these risks
can be mitigated by simply following up
on the three questions and encouraging
improvement. If you ask these questions
again in six months and the score
improves, then the technology portion of
the company is moving in the right
direction. If it stays the same or gets
worse, consider putting your money
elsewhere.
A company that scores six or more
points on these questions has a solid
technical foundation and could be a great
investment. There are always risks in the
software business, so by no means is this
investment risk-free. A company with this
score has sufficient expertise to identify
and mitigate software risk and will
thereby increase the probability that
you’ll land that home run with your
money.
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PRODUCT ROADMAP
A product roadmap is used by an
executive to clearly communicate
a shared vision for how a product
should evolve over time. It shows
feature sets grouped into
versions and charted on a
timeline for release. Roadmaps
are typically subject to change
and should be updated regularly
as living documents. A roadmap
should be influenced strongly by
sales and marketing activities, and
the timeline should be agreed
upon by the development staff.
UNIQUENESS
Early stage software development is
notoriously a “crowded” space.
Often, a dozen or more companies
will be working on the same product
or service offering. Capitalism is a
ruthless and efficient method of
determining the best solution to a
given market’s problem. As a result,
software companies often have to
either be first to acquire market
share, or they must have some
revolutionary feature set in order to
dislodge the first-movers who have
established market share ahead of
them. By making a quick assessment
of the uniqueness of the technology
behind a software company, you help
determine if the company will have
the necessary technical
“horsepower” to establish
dominance in their respective
market. Without uniqueness, a
software company faces a distinct
disadvantage as other companies
enter into the market offering a
similar solution.
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Question
How many test cases
do you use to test your
software, and how
often are those test

Guidance
Doesn’t test in a structured way

Score is zero. Stop.

Knows the answer quickly.

Score 1 point

1,000 or more test cases?

If Yes, score 1 point

Testing done once per month or more
frequently?

If Yes, score 1 point

cases executed?

Can you show me a
copy of your product
roadmap?

Score
0

Total:
No roadmap available, no desire to build one.

Score is zero. Stop.

Doesn’t have a roadmap but creates one for
you within a week.

Score 1 point

Shows a roadmap immediately.

Score 1 point

Roadmap projects between six months and
twenty-four months of development.

Score 1 point

0

Total:

What differentiates
your technology from
your competition?

Not sure.

Score is zero. Stop.

Strong alignment with sales and product
differentiation message.

Score 1 point

Can quickly articulate underlying reasons for
technical differences.

Score 1 point

Depth of knowledge in academic areas
forming the basis of the technology.

Score 1 point

0

Total:

Total Score
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