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This paper covers the project estimation process and provides some insights on situations such as 

maintenance projects, small projects and new-domain projects.  

 

 

 

Software Project Estimation 
 

Effective software project estimation is one of the most challenging and important activities in software 

development. Proper project planning and control is not possible without a sound and reliable estimate. As 

a whole, the software industry doesn’t estimate projects well and doesn’t use estimates appropriately. We 

suffer far more than we should as a result and we need to focus some effort on improving the situation. 

 

Under-estimating a project leads to under-staffing it (resulting in staff burnout), under-scoping the quality 

assurance effort (running the risk of low quality deliverables), and setting too short a schedule (resulting in 

loss of credibility as deadlines are missed). For those who figure on avoiding this situation by generously 

padding the estimate, over-estimating a project can be just about as bad for the organization! If you give a 

project more resources than it really needs without sufficient scope controls it will use them. The project is 

then likely to cost more than it should (a negative impact on the bottom line), take longer to deliver than 

necessary (resulting in lost opportunities), and delay the use of your resources on the next project. 

 

 

Software Project Estimation 101 
 

The four basic steps in software project estimation are: 

 

1) Estimate the size of the development product. This generally ends up in either Lines of Code 

(LOC) or Function Points (FP), but there are other possible units of measure. A discussion of the 

pros & cons of each is discussed in some of the material referenced at the end of this report. 

2) Estimate the effort in person-months or person-hours.  

3) Estimate the schedule in calendar months. 

4) Estimate the project cost in dollars (or local currency) 

 

Estimating size 
 

An accurate estimate of the size of the software to be built is the first step to an effective estimate. Your 

source(s) of information regarding the scope of the project should, wherever possible, start with formal 

descriptions of the requirements - for example, a customer’s requirements specification or request for 

proposal, a system specification, a software requirements specification. If you are [re-]estimating a project 

in later phases of the project’s lifecycle, design documents can be used to provide additional detail.  Don’t 

let the lack of a formal scope specification stop you from doing an initial project estimate. A verbal 

description or a whiteboard outline are sometimes all you have to start with. In any case, you must 

communicate the  
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Get the complete text of the rest of this article in the whitepapers section of our 
Expert Knowledge page on Estimation and Project Planning. 

 
Go to http://www.spc.ca/dc_estimation_planning.htm#articles 


