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Ok, here's how computer programming shops operate.

They create programs that operate on a variety of computer devices, to perform a variety of tasks, using specialized languages like C++ or Java. They may produce their own commercial product or work under contract for a customer.

Most have under $5 million in annual sales and fewer than 20 workers. Annual sales per worker are around $150,000.

They may specialize in creating new applications or in customizing existing ones. They may specialize in application areas such as database management or in specific devices such as cell phones.

The process of creating a computer program can be complex, with different stages of design, testing, debugging and documentation. A programmer often works on just one piece of a larger program, which is stitched together. Productivity is measured in lines of code per hour.

Individual projects typically run for months. A shop often works on several projects at a time. Computer technology is heavily used, both for the actual programming and to manage projects.

Here are some strategic things you should know.

Companies like IBM, Microsoft, and Oracle dominate the market for large computer programs but mainly for standard applications. Customization and the creation of programs for special uses is a growing field for programming shops.

Because programmers are expensive, many customers outsource their projects to low-cost countries like India. US programming shops often have overseas employees, who work full-time or as needed.

New devices like smart phones, iPads and small portable computers provide new opportunities for programming shops because small applications can be produced fairly cheaply.

Legal disputes over programs are common, either between programming shops and customers, or over patent infringement.
Here are some good talking points.

Are they mainly a contract shop or do they also develop products of their own?

Are they mainly hired to create new programs or to customize existing ones?

What are the main programming languages they use? Do they build programs for specific devices?

What's the revenue size of a typical project? How many months of work?

How many projects do they normally handle at the same time?

How much of their business is from repeat customers?

And finally, how do they see their business changing in the future?

Now you're ready.

