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measures is necessary given the multi-dimensional nature of successful systems development In practice such contracts are diFicult to develop
satisfactorily, due in pan to an inability to specify appropriate metrics. This paper develops a principal-agent model that provides a set of decision
criteria for the principal to use to develop an incentive compatible contract for the agent. These criteria include the precision and the sensitivity of
the performance metric. ADer presenting the formal model, some current soDware development metrics are discussed to illustrate how the model
can be used to provide a theoretical foundation and a formal vocabulary for performance metric analysis. The model is also used in a positive
(descriptive) manner to explain why current practice emphasizes metrics that possess relatively high levels of sensitivity and precision. Finally,
some suggestions are made for the improvement of current metrics based upon these criteria. About the Publisher Forgotten Books publishes...
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