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Introduction to this White Paper

To give you useful ideas for improving how business priorities are established for project investments and implementations. 


A brief description of some of the key principles and concepts for a The Deciding Factor’s simple, common sense project prioritization method called VALUE-on-Demand™ . The method’s purpose is to help senior management make good IT investment decisions in the face of  widespread economic uncertainties. Although the focus in this paper is on IT decisions, the principles and methods apply equally well to any type of business investment prioritization.


The author’s thirty years of IT industry management and consulting experience, as well as ten years of full-time business case experience.  

Feedback from users of our methods, which include over 300 organizations, large and small, in more than 14 countries worldwide.

Academic and industrial experience. 

Reader feedback from the author’s monthly ROI column published at www.datamation.com. 

The world is changing minute by minute.  So must business solutions.  We don’t have all the answers.  We do hope we have a few, however, that are helpful.  Let us know what you think.  Have we helped you?  Could we have done something different to help even more?   Contact us via email, phone, fax or web site.  

For additional information on methods, databases and workshops for accelerated development of business cases, cost-benefit justifications and project prioritization methods, phone us at 908-658-4444, email us at jkeen@decidingfactor.com and/or visit our website at  www.decidingfactor.com
Thanks for your interest.



    
Jack Keen

Founder, President: The Deciding Factor

Executive Summary

Life is the sum of the type and SEQUENCE of choices we make.     In business, the sequence of choices vitally impacting ourselves and our organization is oftentimes out of our hand. This white paper provides an overview and a sampling of some of the key principles which comprise our VALUE-on-Demand (VoD) Project Prioritization Template. VoD is designed to offer a structured, yet easy process for selecting the best alternatives most appropriate for our enterprise.

The example outlined in this white paper prioritizes three systems project investment opportunities.  It shows how the project priorities reverse themselves when more than the traditional criteria of return on investment is considered.  The addition of carefully selected, business-relevant intangible criteria, of known importance to senior decision-makers, can be the key that generates optimal rankings as well as buy-in to these results.


Key principles incorporated in this Template include:

- Use of common criteria when prioritizing competing project solutions.

- Use of criteria that reflect business directions and issues at all relevant levels of the organization.

- Use of a scoring system incorporating hard money and soft money benefits and risks.

- Focus on gaining political support throughout the process.


Typical benefits from using this Template include more complete and defensible analyses, faster and stronger consensus among participants, and enhanced senior management confidence that the prioritization process itself was accurate, thorough and fair.

II. Why Use a Structured Prioritization Process?
Information technology is now so entwined with business success they are becoming inseparable. WHICH IT projects are funded and WHEN becomes a matter of major impact on enterprise success.  It is not enough to fund the right IT projects during a year’s period of time. They must be funded in the RIGHT SEQUENCE.  

The importance of proper prioritization of IT investments has increased dramatically in the past year, and is expected to increase significantly for the foreseeable future.  Drivers of this emphasis include:


- The emergence of the Internet-driven New Economy, which is obsolescing almost every aspect of the traditional way of doing business. 


- The high cost of mistimed enterprise strategies.  Never before in history has time itself been such a integral source of business success or failure.  The success of new product releases, acquisition initiations, business unit expansion or contraction, for example, are often more dependent upon timing than the characteristics of the strategy itself. Often IT is a key embedded  component of these strategies. 


- The increased competition for IT funds from non-IT business opportunities.  Thus, expanding a facility to improve distribution may be in hand-to-hand combat for funding with an IT proposal to automate customer Help Desk services..  Which should win? A simple, dependable process is needed to assure accurate analysis and political buy-in to whatever is the outcome.


Given the importance of correct IT funding priorities, it is timely to ask our senior management “What determines which IT projects are funded, and when?” Too often, the answer is ambiguous at best and deeply flawed at worst.  Although perhaps unintentionally, too often this process is mysterious, highly political, and grossly imperfect. 

The causes of inadequate prioritization decisions are usually one ore more of the following:

	· Failure to identify all competing investment options, including non-IT ones.

	· Not using common criteria for all competing investment

· Not using criteria that reinforce executive issues

	· Failing to get buy-in from politically powerful people.

	· Lack of a structured process emphasizing analysis and consensus-building.


III.  The Project Prioritization Template
The process is the key


We believe that a simple, well-conceived prioritization process can effectively overcome the causes of poor priority decisions, such as those outlined in Section II above.

Using the Project Prioritization Template
One of the central elements in this process, the VALUE-on-Demand™ Project Prioritization Template, is explained and shown below.   This Template should be customized to each organization, in order to reflect its strategy, culture and values.

Example of the Template
The Scenario

Three projects are proposed for improving organization productivity.  Exhibit A profiles each one.

Exhibit A: Project Candidates

	Project ID#
	A
	B
	C

	Project Name
	Sales Analysis System
	Supply Chain System
	Budgeting System

	Sponsor
	Sales Dept.
	Mfr. Dept.
	Finance Dept.

	Initial Cost
	$300K
	$150K
	$125K

	ROI
	24%
	35%
	57%

	
	
	
	


The Conclusion
Rankings reversed themselves once ALL decision criteria are considered, as shown in Exhibit B.

Exhibit B: Ranking by Candidate

	Type of Analysis
	Project A:              Sales Analysis System
	Project B: Supply Chain System
	Project C:

Budgeting System

	Hard Money Factors Only
	
	
	

	Tangibles Score
	40
	80
	80

	RANK
	#3
	#1A
	#1B


	All Factors Considered
	
	
	

	Grand Totals Score
	211
	139
	173

	RANK
	#1
	#3
	#2


A summarized version of the Template is shown below as Exhibit C. 

Exhibit C: Scoring Worksheet for Project Prioritization Template

(See “TDF WP ProjPrMethod Exh C PPW 2000-10-10.xls” file for the soft copy version of this Exhibit)
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When only tangible factors (e.g. return on investment (ROI) in this example) are considered, Project A: Sales Analysis was ranked number three.   However, once both tangible and intangible factors of importance to the decision makers were flushed out, the Project A ranked number one in attractiveness.

Principles of the Template
Examine Exhibit C: Scoring Worksheet closely.  Note that we compared projects by defining and scoring criteria that were (1) relevant to the types of priority candidates being considered and (2) representative of the key concerns of decision participants.

Note also how much information is revealed in a single page.  The evaluators’ concerns, outlooks, values and attitudes about both benefits and risks are captured as decision criteria.

Notice also that, because all scores are recapped on one sheet, it is easy to see the tradeoff made.  In the final report to senior management, Exhibit C is typically a backup document to the Executive Summary.  Supporting documents are also used, such as definition and rationale for the grades and scores, sources of the Decision Categories and Decision Criteria chosen, etc. 

Key principles incorporated in this Template include:

- Use of common criteria when prioritizing competing project solutions.

- Use of criteria that reflect business directions and issues at all relevant levels of the organization.

- Use of a scoring system incorporating hard money and soft money benefits and risks.

- Focus on gaining political support throughout the process.

Advantages of this Template


Typical benefits from using this Template include more complete and defensible analyses, faster and stronger consensus among participants, and enhanced senior management confidence that the prioritization process itself was accurate, thorough and fair.

IV. Six Suggestions for Making Your Template Zing!

Get the criteria right

Invest time in make sure you have the correct criteria.  The right criteria helps assure that top ranked projects are truly the best for the organization.  In addition, relevant criteria sells keys people on the value of the prioritization approach.

Put consensus-building on center stage

Use criteria that appeals to all three types of decision-makers: SENIOR MANAGEMENT (enterprise, strategic concerns), OPERATIONS MANAGEMENT (business unit/departmental strategies, tactics) and IS MANAGEMENT (data, systems issues).

Focus on the passionate, business concerns of all decision-makers

Top managers care greatly about business results.  They rarely care, per se, about systems/data improvements.  Thus, state prioritization criteria in terms of business issues.  For example, instead of using criteria such as “provide faster, more integrated data”, substitute instead a business issue, such as “improve customer satisfaction via faster response to hotline inquiries”.

Be creative in uncovering executive  concerns

Get inside executives’ heads.  Interview them if possible.  To prepare for such interviews, research publications often rich with possible criteria candidates.  Examples include: annual reports, employee communications, articles in the trade press or from industry analysts.  Business plans, if available, are especially useful.

Balance your criteria

General guidelines: have at least 35% of your criteria weights directly address senior management issues.  At least 20% should specify risks. Tangible factors (“hard money” factors) should range from 30% to 80% of the total weights.

Use customized grading scales

Grading scales define the numeric value to assign on the Scoring Worksheet for a given characteristic of a prioritization candidate for a single decision criteria. Customized grading scales are preferred to generic ones.  Customization provides more precision when assigning grades.

For example, for the prioritization decision criteria “Improve customer satisfaction”, the following generic or customized grading scale could be used.

Exhibit D: Grading Scale Comparison                                                          for “Match to Key Business Strategies”

Generic Scale                      Customized Scale

	Value
	Definition
	
	Value
	Definition

	5
	Much
	
	5
	Strong match to 4 areas

	4
	Some
	
	4
	Strong match to 3 areas

	3
	Average
	
	3
	Strong match to 2 areas

	2
	Little
	
	2
	Strong match to 1 area

	1
	Almost none
	
	1
	Some match to 1 area

	0
	None
	
	0
	No match to any area


V. Conclusion

Systematic project prioritization methods can bring order instead of chaos, consensus instead of division to the emotionally charged process of sequencing projects for investment and implementation.

The most important and enduring payoffs from a simple prioritization method is the enterprise confidence that whatever is chosen is done so with fairness and dispatch. This increases the buy-in to the implementation process, which in the final analysis is often the most important variable of all.

Appendix

A

Scoring Worksheet for Build versus Buy decisions

On the following page is an example of how the Scoring Worksheet shown in Exhibit C of this white paper can be adapted to a Build versus Buy decision.  The Decision Criteria shown in this example is for illustration purposes.  Organizations using this model will want to add their own decision criteria most relevant to their environment.

Scoring Worksheet: Build versus Buy

(See “TDF WP ProjPrMethod Exh C PPW 2000-10-10.xls” file for the soft copy version of this Exhibit) 
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Appendix

B

About TDF and VALUE-on-Demand

The Deciding Factor (TDF) is an international consulting firm specializing in the development of simple, but powerful ROI calculation models, tools, best practices, and workshops for building better business cases faster. 

The Deciding Factor (TDF) has developed a distinctive design architecture, called VALUE-on-Demand (VoD), which help ROI Model users more accurately and quickly understand the true business benefits and risks of technology investment proposals.  The Project Prioritization Method described in this White Paper is but one component of the larger VoD methodology. 

VoD components are available as software models.

Using VoD’s structured guidelines and format, Model users have the opportunity to better identify those projects which have the highest value to the organization, and thus recommend to senior management the best investments for implementation.

Benefits expected from clients who use the VoD method to justify technology investments include:

For end-user departments: 

- A better understanding of the true departmental as well as enterprise implications for projects being proposed,

- Increased ability to uncover hidden costs and benefits that impact the value and viability of the projects under consideration,

- A clearer understanding of the enterprise criteria for making investments,

- Higher confidence that such justifications will receive a fair evaluation from decision-makers.

For information services:

- Enhanced appreciation from end-users that this group is pro-actively helping them to better understand how and when such technology investments can best improve their operations,

- Decrease in end-user concerns that their interests are not being fairly considered,

- Improved understanding by information services of how to discover the true business value of proposed projects.

For senior managers:

- Increased confidence that only the highest value investments are being made,

- Enhanced assurance that both end-user departments and information services better understand the business implications of proposed investments,

- Improved returns from investments due to more accurate identification of the highest value-added project proposals.

Description of the VALUE-on-Demand Method

VALUE-on-Demand (VoD) is a structured process for guiding end-users, evaluators and decision-makers in selecting projects for implementation which have the highest business value to the enterprise.  VoD is a management tool for both strengthening and simplifying the process of evaluating technology investments. It’s primary focus is to offer a structured, yet easy process for selecting the best alternatives in a manner which accurately reflects the enterprise’s true business needs.


The VoD method includes the following concepts and data:

- Decision criteria categories that balance all the competing factors that an organization may encounter,

- Structured methods for uncovering key criteria that reflect decision-participants concerns and goals,

- Guided processes for discovering overlooked costs and benefits,

- Scoring Processes to summarize results of benefits and risks, costs and savings,

- Methods for assuring balance between business and technical viewpoints,

- Reporting Processes for making reasons, opinions and values more visible,

- Repository of Best Practices and Calculation Formulas including checklists of typical business issues and calculation methods, rationale and techniques.

For more information regarding ROI business case practices and methods, see TDF founder Jack Keen’s monthly ROI column at www.datamation.com.  This site contains not only his latest column, but also archives his previous writings.  Search the site using “Keen” and “ROI”.

For more information about TDF’s ROI software models, workshops, best practices KnowledgeBase and consulting, contact Jack Keen at The Deciding Factor, 986 South Shore Drive, Basking Ridge, NJ 07920 USA, Phone: 908-658-4444, Fax: 908-658-5510, Email: jkeen@decidingfactor.com; Web site: www.decidingfactor.com.

A structured process can flush out project priorities in a faster, fairer and more consistent way.
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Key concepts involve consistent criteria, scoring and internal support.








Key benefits: simple, thorough, concise.








Cost of wrong decisions is high.








Key concepts involve consistent criteria, scoring and internal support.








Key benefits: simple, thorough, concise.








Find out how priorities are established








Correct IT project sequencing drives enterprise success.








Reasons why prioritization is more important now








Causes  of wrong priority decisions relate to the process used.








A good process overcomes decision problems.








Insights rapidly become visible when the “language” of the  Scoring Worksheet is understood
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