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The Deciding Factor
Tools, Training and Best Practices for 

Reducing the Risk of Technology Decisions
Creating a

 Project Prioritization Template

A Self-Help Kit 

To: Computing Technology Enthusiasts

From:  Jack Keen, President, The Deciding Factor                      Date: July 5, 1995

A small bit of computing industry history was created in early 1995 that we would like to share with you.

Christine Comaford, in her highly popular “Mission Critical” PC Week column of January 9th, offered a Project Prioritization Template to any reader willing to send their fax number to her.  Essentially a business management tool, many industry observers felt such a project ranking template, dealing with the values, bias and idiosyncrasies of all types of decision-makers, would be not of high interest to people who were primarily struggling in the pits of technology development to “get the code out”.  Christine proved them wrong, by about 400%!  She received one of the largest volumes of requests of any offering she had made in the two year history of her column!

At Christine’s request, we, the creators of this template, are pleased to provide it to you.  The files included here are:


Ranking.DOC:    A Word for WIndows 6.0 document (7 pages) which contain 

excerpts explaining what the template is and how to use it.


Ranking.XLS:    A working Excel 5.0 (Windows) worksheet containing the 


template itself, along with the calculation formulas.

This template and its documentation is a simplified version of the justification and project prioritization work that we have done with over 75 organizations worldwide.  Given that recent surveys have shown cost-benefit and justification related issues to be one of the top ten concerns of senior management, we hope you will find some useful ideas for your own environment.

If you have any questions about the template’s use, or about technology decision-making in general, please give us a call.

Best regards.............Jack

P.S. For your reference, a softcopy of Christine’s January 9th PC Week column “Warning: Landmines Await Technology Brass” is also included on the this diskette.
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Chapter 1
Executive Summary
A structured process can flush out project priorities in a faster, fairer  and more consistent way.
The Deciding Factor (TDF) Project Prioritization Template is a management tool designed to both strengthen and simplify the process of ranking technology projects and/or features and functionality within a project.  It’s primary focus is to offer a structured, yet easy process for selecting the best alternatives in a manner that accurately reflects the enterprise’s true business needs.

The example enclosed prioritizes three systems projects. It shows how the project rankings reverse themselves when more than the traditional criteria  of return on investment, payback, etc. is considered! The addition of carefully selected intangible criteria, known to be of high importance to senior decision-makers, can  be the key that generates optimal rankings as well as  buy-in to these results from all people involved.   

Key concepts behind this template include: 


- use of criteria categories that balance all the competing factors that an 


organization embraces* 


- structured brainstorming to uncover key criteria that reflect 
reflect 


decision-maker(s) concerns and goals,


- a guided process for discovering overlooked costs and benefits, 


- a method for assuring balance between business and technical 



viewpoints,


- a scoring and reporting process to make opinions and values more 


visible.  

Typical benefits from template usage include: more complete and defensible analyses, faster, more positive consensus-building among participants, and enhanced senior management confidence that the evaluation process itself was accurate, thorough and fair.

*See, for example, “The Balanced Scorecard - Measures that Drive Performance” by Robert S. Kaplan and David P. Norton in the Harvard Business Review (Sept/Oct. 1993) and the Information Economics project at Washington University.
Why Have a Structured Project Prioritization Process?

Cost of wrong decisions is high
The business press is filled with failed  strategies traceable to erroneous technology decisions.   This is in spite of the fact that a sizable sum (typically from 5 to 10% of a project’s cost) is spent building justifications for the investment.  

Poor technology decisions usually come from a too casually defined

decision-making process
What causes poor technology decisions?  Our experience over the past nine years corroborates the research of many others. The causes of inadequate decisions are usually combinations of: 

(1) Defining the wrong problem and/or overlooking options

(2) Using the wrong criteria

(3) Inadequately researching the real costs and benefits

(4) Unforeseen competing options (often non-technology based) with strong 


appeal to senior management

(5) Failing to get buy-in from politically powerful people

6) Lack of a structured process focusing on analysis and consensus-building.

What is TDF’s Approach?
The process is the key
We believe that a simple, well-conceived technology decision-making process, can very effectively overcome the causes of poor decisions.  One of the central elements in this process, is the TDF Project Prioritization Template (see Exhibit A, Excel filename = Ranking.xls).   This template should be customized to each organization, in order to reflect its culture and values. 

Uses of the Template
Use the template whenever the right decision is important, 

but not obvious
The template can be especially useful for prioritizing - - -

  
- Competing systems development projects

  
- BPR (Business Process Re-engineering) options

  
- System architecture alternatives

 
- Vendor hardware and/or software proposals

 
- Any set of choices where the best decision is unclear.
Example of the TDF Project Prioritization Template 

(see Exhibit A for a hard copy of the template and file RANKING.XLS for a working model)

Three competing projects with different investment requirements and payoffs    The Situation:  Three projects are proposed for improving organizational productivity: Project A: Sales Analysis  System (sponsored by the Sales Dept.), Initial Cost = $300K, PC-based, with downloads from a new server; one of first uses of client-server;  Project B: Inventory Tracking (sponsored by the Manufacturing Dept.); Initial Cost = $150K, extension of LAN-based system which has been in place for two years, No new technology.  Project C: Budget Forecasting (sponsored by the Finance Dept.), Initial Cost  = $75K; extension to existing mainframe system, no new technology.

Conclusions from Exhibit A analysis:

“Best “option changes when ALL criteria considered
Rankings reversed themselves once ALL decision criteria are considered!

NET: The most attractive option (Project A: Sales Analysis) was NOT identified initially, when only hard money factors (lower investment, highest return on investment) were considered. However, once the full scope of criteria of importance to all decision-makers was flushed out (see the “Indirect (Intangible) Criteria” section), then Project A won.

Type of Analysis

#1 Ranking

#2 Ranking

#3 Ranking

Hard Money analysis only (see “TOTAL DIRECT” score)

Proj. C (Budget) (Score = 120)
Proj. B (Inventory) (Score = 80)
Proj. C (Sales)

(Score = 65)

Complete analysis

(see “TOTAL ALL FACTORS”)
Proj. A (Sales Analysis)

 (Score = 208)
Proj.B (Inventory (Score = 187)

 Proj. C (Budget) (Score = 173)

Scoring Method and Format Decision category examples: Projects are compared by defining and scoring fourteen high level criteria, based on consensus from the decision participants.  (A full-scale analysis often has 20 to 30 of these high level criteria.)  Insights rapidly become visible when the “language” of the scoresheet is understood  Examine Exhibit A closely. Notice how much information is revealed on a single page about the evaluators’ concerns, outlooks, values, attitudes about  opportunity as well as sensitivity to risk.  Notice also that, because all the scores are recapped on one sheet (details, rationale for the scores, etc are attached as supporting documents), it is easy to see the tradeoffs made.   This one page overview also helps rapid understanding if a true BALANCE of  viewpoints and scores exists. Typically this template serves as backup for an executive summary which would contain mostly graphs and charts.




Six  Suggestions for Making your Template Zing!

Criteria Selection (See Exhibit A: Section I and II):

(1) Invest time in getting the criteria right.  The right criteria sells key people on the prioritization process, as well as helps assure that top ranked projects are truly the best for the organization. 

(2) Put consensus-building on center stage. Use  criteria that appeals to all three types of decision-makers: senior management (enterprise-wide, strategic concerns), operations management (business unit/department strategies, tactics), IS management (data, systems)

(3) Focus on the passionate concerns of the most powerful decision-maker(s).  Top managers care greatly about business results, often care little about data itself.   For example, instead of using “provide faster, more integrated data”, substitute instead “improve customer satisfaction via faster response to hotline inquiries.”

(4) Be pro-active and creative in uncovering executive concerns.   Get inside their heads.  Interview  them.  Use secondary sources often rich with criteria candidates, such as annual reports, employee newsletters, trade press articles or  industry analyst publications. Business plans, if available, are especially useful..

(5)  Balance your criteria.  General guidelines: have at least 35% of your criteria weights directly address senior management issues.  At least 30% should specify risks.  Direct (Hard Money) criteria weights range from 30% to 80% of the total.

Examples of Senior Executive- Oriented Criteria Categories
-Company-wide management initiatives (e.g. “Factory/2000”, or “Customer is Number 1”)

- Acceleration of product/service introductions (e.g. “Launch 50% more services in the next 2 years”)

- Handling global competition (e.g. “Implement worldwide productivity standards” or “Reduce losses to 
international competition by 20%/year”)

- Improving interdepartmental teamwork (e.g. “Improve sales/service coordination”)

-  Gaining insights into the future (.e.g.”Expand early warning of emerging market changes”)

Grading Scales (See Exhibit A: Section IV):
(6)  Use customized scales, not generic ones.  For criteria example above, “Improve customer satisfaction....hotline inquires”,  consider the following grading scale.

Customized Grading Scale                                                   Generic Grading Scale

Grade
Definition


Grade
Definition

5

Significant increase in 2 or more areas


5

Much

4

Important increase in at least 2 areas


4

Some

3 

Important increase in 1 area


3

Average

2

Some increase in at least 2 areas


2

Little

1

Some increase in 1 area


1

Almost None 

0

No increase in any area


0
None
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         Exhibit A: Example of TDF Project Prioritization Template for Ranking Three Projects

I. Project Decision Criteria

II. Criteria

IlI. Project

IV. Project

   Weight

     Scores - - - - - - 

     Grades  

A.  Direct (Tangible) Criteria

 

A.Sales

B. Inv.

C. Bud.

Sal.

Inv.

Bud.

       Investment Amount

15.0

 

 

15.0

30.0

45.0

       Return on Invest., Payback Per., etc

25.0

 

50.0

50.0

75.0

TOTAL DIRECT 

 - - - - -

40.0

65.0

80.0

120.0

 

 

B.  Indirect (Intangible) Criteria

 

 

1. (External) Customers - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 

15.0

 

43.0

34.0

13.0

 

    Benefits

       Match to Key Business Strategies

8.0

32.0

24.0

8.0

       Improve Customer Satisfaction

3.0

9.0

6.0

3.0

       Improve Quality of Service

2.0

6.0

6.0

2.0

 

2.0

-4.0

-2.0

0.0

2. (External) Shareholders - - - - - - - - - - - - - - - - - - - - - - - - - - - -

15.0

 

45.0

60.0

45.0

   Benefits

       Enhance Financial Performance

15.0

45.0

60.0

45.0

   Risks (none specified)

3.(Internal)  Employees - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 

15.0

 

10.0

-20.0

-20.0

5.0

15.0

15.0

5.0

   Risks

       Resistance to Change

5.0

-5.0

-20.0

-15.0

       Lack of Employee Acceptance

5.0

0.0

-15.0

-10.0

4.(Internal) Infrastructure (Info.Sys.etc.) - - - - - - - - - - - 

15.0

 

45.0

33.0

15.0

   Benefits

 

       Compatiability with Systems Plans

6.0

24.0

18.0

6.0

       Match to Technical Skills

2.0

2.0

4.0

6.0

       Timely Data Access & Accuracy

5.0

25.0

15.0

5.0

2.0

-6.0

-4.0

-2.0

 TOTAL INDIRECT 

 - - - - -

60.0

143.0

107.0

53.0

 

TOTAL ALL FACTORS

 

100.0

208.0

187.0

173.0

 

RANKINGS OF PROJECTS

>>>>>

>>>>>>>>

>>>

# 1

# 2

# 3


