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Dialog Time/Cost/Quality Trade-Offs
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This paper encapsulates the information presented in the Quantum 2 workshop
“Time/Cost/Quality Tradeoffs in the Budget Process”. The objective of the
workshop is to enable IRCs to better understand the budget process -- and use it to
their advantage.
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Dialog Time/Cost/Quality Trade-Offs

What if, on the way to the airport for a 10-day European vacation, you drop and
break your only pair of very expensive eyeglasses? You can see pretty well without
them but not well enough to read, and do not wear contacts. Would you:

Forget it until you got home?
Have someone send you your glasses?
Buy some cheap reading glasses and make do?

YV V Y V

Take the time to contact the doctor to retrieve your prescription, then find an
eyeglass place and have some made?

As you evaluate these alternatives (or others that may come to mind), you will
probably be thinking about the need for reading-quality vision. Perhaps you will be
asking yourself questions such as:

> How much reading you will have to do?
> When you will have to do it?

You may also be considering:

> Cost
> Hassle &
> Uncertainty!

And of course, cost is considered in context of how much money you have and are
willing to spend.
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Dialog Time/Cost/Quality Trade-Offs

Project Objectives

o

C

Time Cost

Quality

As this triangle shows, three factors work both together and against each other to
create "zones" A, B, and C.

Zone A is the fastest, least expensive, lowest quality alternative.

Zone B of the triangle takes longer, costs a little more, but gets a higher quality
result.

Zone C is the most costly, in time and money (soft and hard costs), but produces
the highest quality result:
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Dialog Time/Cost/Quality Trade-Offs

| Example Alternatives for Each Zone

Zone A is the fastest, least expensive, lowest quality alternative. In the “Case of
the Missing Eyeglasses”, above, the "A" choice could be:

=  Alternative A: Forget About It! To forget it until you got home.

Zone B of the triangle takes longer, costs a little more, but gets a higher quality
result. These Alternatives would include:

= Alternative B: Hurry Up & Wait: Pay to have someone back home pick-up
your glasses from work/home and ship them to you. Wait for them or buy
some cheap reading glasses in the meanwhile.

Zone C is the most costly, in time and money (soft and hard costs), but produces
the highest quality result:

=  Alternative C: The Royal Road Take the time to contact a Doctor to redo
your prescription, then find an eyeglass place and have some made.

Whatever choice is selected, you are forced to make trade-offs between conflicting,
yet inseparable goals. This is the crux of all decision making — and particularly the
decisions of the budget process.

Once you have thought of some Alternatives, deciding among them depends on
one's own Assumptions and one’s feelings about the Risks involved.
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Dialog Time/Cost/Quality Trade-Offs

|| Alternative Reality: Rush Jobs vs. Pet Projects

Every budget contains rush jobs (Zone A) and pet projects (Zone C), and business-
as-usual Alternatives (Zone B). The first step in budgeting is to establish outcomes:
what will the budget dollars buy? This is far more powerful than stating that the
budget will fund 6 full-time staff people and 50 publications. There is never
enough money, so every budget has trade-offs. The key questions in devising and
presenting a budget are:

> Outcomes: Which alternative provides benefits most important to the
organization?

> Stakeholders: Who cares what the trade-off is? Why?

This question is not simple to answer. One group may fund the IRC's budget;
others may benefit. The IRC may actually be in competition with other
departments; it may also cooperate on joint endeavors. The interests of IRC
staff, clients, and patrons may converge; they may not.

> Flexibility: Which alternative is the most/least flexible?

This question is worth addressing because it allows for contingency planning. If
time is more flexible, it is easier to limit the cost. If cost is flexible, there is a
better shot at obtaining quality.

> Success: What are the metrics for success? For Time? Cost? Quality?

While the concept of these different drivers is clear, defining what they mean may
not be. Is completion of a project within two months acceptable? What will happen
iIf it takes three months? Is it worth spending money to stay within the two month
parameter? Why is the cost limited? Where is the money coming from? Is it worth
stopping the project mid-way if the budget is exceeded? Who defines what quality
IS, or why it matters?
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Dialog Time/Cost/Quality Trade-Offs

Despite the swirl of unknowns, it is critical to decide what time, cost, and quality
mean, and how progress toward them will be measured. There will never be
enough information to be completely confident of the answers. The trick is to use
"expected" case assumptions.

Expected case assumptions are simply what, in one's own best judgment, based on
experience and information, you expect to happen. Expected case assumptions are
one of a set that includes:

» Best Case -- If everything goes well
» Worst Case -- If nothing goes well
» Expected Case -- Most reasonable judgment

By the way, you don’t need to wrack your brains to come up with extreme
assumptions for best and worst cases. Be practical! Expected Case assumptions
may match the Best Case, the Worst Case, or fall somewhere in between.

|| Sharpen Your Pencils! Two Kinds Of Costs
There are two kinds of costs: Hard Costs and Soft Costs.

> Hard Costs are actual out-of-pocket expenditures in money. The cost of the
glasses, and any shipping and transportation expenditures are hard costs.

> Soft Costs are hassle, uncertainty, possible eyestrain and more. Soft costs are
subjective, yet may be quantifiable, based on “Assumptions.”

There is a complex and subtle inter-relationship between hard costs and soft costs.
One person might pay a lot of money to have the glasses shipped overnight;
another would rather spend the time researching European optometrists (a soft
cost). It is always true, however, that whenever there are hard costs, there are also
soft costs.
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Dialog Time/Cost/Quality Trade-Offs

Il Assumptions

Once you have thought of some Alternatives, deciding among them depends on
one's assumptions. Let’s say that your first reaction is to prefer the Zone B
alternative, meaning you are the type of person who prefers moderate pain for
moderate gain. But even though Zone B seems comfortable, will it work for you
this time? To see, let’s look at Alternative B, “Hurry Up and Wait”: Here are some
questions you would probably be asking yourself if the eyeglass catastrophe had
happened to you:

=>»  Question 1: Do you think it would inconvenience someone at home too
terribly much to be asked to mail the glasses? Is your assumption “Yes” or
“NO”?
(Let’s say you say “No”)

= Question 2: Are there reliable international shipping alternatives available?
Is your assumption “Yes” or “No”?
(Let’s say you say, “Yes”)

= Question 3: Will you be in one place long enough to receive the package? Is
your assumption “Yes” or “No”?
(Let’s say you say, “Yes™)

|| Making a “Case” for Assumptions

But wait a minute! Aren’t you getting off too easily? You must be able to think of
another way this could turn out! What if things go badly (a “Worst Case”
scenario)? Or they go very well (a “Best Case” — like you finding the glasses in
the bottom of your briefcase — after a night to sleep off jet lag)?

In fact, what we described in the last section was your gut expectations. It is your
Expected Case. So you see, we construct a case in our mind simply by grouping
our worst or best or expected assumptions (as we did here).
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Dialog Time/Cost/Quality Trade-Offs

For example, to summarize from above, your Expected Case assumptions are that
someone will get your glasses from home for you, they will ship them and you will
be there to receive them. To accommodate this, you would extend your stay at
your first city stop by one day and reschedule your meetings for your next two
cities. This doesn’t sound too bad, does it?

But what if something does go amiss?

You?

‘ Risks: You Claim You Know What to Expect. But How Confident Are

Assumptions mean risk: risk that your assumptions will be wrong. It could be
worse (most of us know and fear that), but it could also be better! Your assessment
of risk amounts to a gut feeling that combines the impact of what might happen
with chance that it will. For example: we could be struck by a meteor (high
impact), but it’s not very likely (little chance), so we say: low risk. For meteor
strikes, all but a few of us are very confident that we are safe.

You say, if it’s so complicated, why bother! But the truth is that we aren’t always
as confident about our budget as we are about meteor strikes. Facing your risk is
easier than having it smoldering in the background.

You can face your risk if you at least bring out explicitly your Worst Case and Best
Case scenarios. Then you have a chance to prepare for “When it Rains it Pours” or
an “Embarrassment of Riches.”
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Dialog Time/Cost/Quality Trade-Offs

Here an example of best and worst case assumptions built on the same questions
we answered above to get our Expected Case:

>

Question 1: Do you think it would inconvenience someone at home too
terribly much to be asked to mail the glasses? Is your assumption “Yes” or
“No0”?

Worst Case: Someone promises to do it, you wait for them to follow
through and they never do it out of resentment — you still don’t have
eyeglasses- But you think the chances of this are negligible.

Best Case: Someone gets to pay back a favor they owe you and leaves work
at top speed to get them to shipping by last call that night. You can’t think of
anyone who would do this (and you vow to be better to your friends in the
future!).

Question 2: Are there reliable international shipping alternatives available?
Is your assumption “Yes” or “No”?

Worst Case: There is airline strike and shipments have slowed to a crawl. A
real problem but you check the papers and conclude it won’t happen soon.
Best Case: There is someone from your office coming on the next plane and
she’ll bring it to you. You call to check: there is a small chance this will
work out.

Question 3: Will you be in one place long enough to receive the package? Is
your assumption “Yes” or “No”?

Worst Case: The big boss demands you add to your itinerary and you won’t
be in any one city for more than one night.

Best Case: You could stay at your first destination longer than expected
because several staff from other cities are visiting there already.
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Dialog Time/Cost/Quality Trade-Offs

The IRC may want to propose to:

Enhance desk-top solutions

Hire staff

Market to new user groups

Commission a user survey/needs assessment
Define new services

Select one or more information services
Plan for space reductions

YV V V VYV V V VYV V

Effect an enterprise strategy

A\

Reorganize to maximize savings

Each of these projects is worthwhile, but not all will be funded. Let’s take the most
drastic one and flesh it out, using time/cost/quality metrics. We will simplify things
more than you would if you were to really put your pencil to paper in a real budget
exercise, but we will try to touch on all the aspects.

|| Example

Management is considering a major reorganization at the IRC to maximize
savings. Everything is on the table, including moving or eliminating the IRC or
terminating expensive on-line information services. Both for yourself, and to
prepare for the inevitable presentations to management, you need to think through
the alternatives.

(In this example, we used a form to simplify organization of the information. Blank
versions of the form are included in the back of this paper.)
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Dialog
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Dialog Time/Cost/Quality Trade-Offs

][ Appendix A: Extra Forms for Your Use

Cons

Pros

Costs
-Hard
-Soft

Risks

Assumptions

Action
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Cons

Pros

Costs
-Hard
-Soft

Risks

Assumptions

Action
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