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APPLYING
COSTS, RISKS, AND VALUES EVALUATION (CRAVE) METHODOLOGY
TO L ’
ENGINEERING SUPPORT REQUEST (ESR) PRIORITIZATION

Executive Summary

Given limited budget, the problem of prioritization among Engineering Support Requests
(ESRs) with varied sizes, shapes, and colors is a difficult one. At the Kennedy Space
Center (KSC), the recently developed 4-Matrix (4-M) method represents a step in the
right direction as it attempts to combine the traditional criteria of technical merits only
with the new concemn for cost-effectiveness. However, the 4-M method was not
adequately successful in the actual prioritization of ESRs for the fiscal year, 1995
(FY95). This research identifies a number of design issues that should help us develop
better methods. It emphasizes that given the variety and diversity of ESRs one should not
expect that a single method could help in the assessment of all ESRs. One conclusion is
that a methodology such as Costs, Risks, and Values Evaluation (CRAVE) should be
adopted. It also is clear that the development of methods such as 4-M requires input not
only from engineers with technical expertse in ESRs but also from personnel with
adequate background in the theory and practice of cost-effectiveness analysis.

At KSC, ESR prioritization is one part of the Ground Support Working Teams (GSWT)
Integration Process. It was discovered that the more important barriers to the
incorporation of cost-effectiveness considerations in ESR prioritzation lie in this
process. The culture of integration, and the corresponding structure of review by a
committee of peers, is not conducive to the analysis and confrontation necessary in the
assessment and prioriization of ESRs. Without assistance from appropriately trained
analyst(s) charged with the responsibility to analyze and be confrontational about each
ESR, the GSWT steering committee will continue to make its decisions based on
incomplete understanding, inconsistent numbers, and at times, colored facts. The current
organizational separation of the prioritization and the funding processes is also identified
as an important barrier to the pursuit of cost-effectiveness. Perhaps the greatest barrier is
that, at the working level, KSC’s culture is so preoccupied with technical concerns that it
seems almost oblivious to any cost concerns, let alone cost-effectiveness concerns. It is
recommended that we must urgently begin to change that culture and seek a better
balance between these two concerns.
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1. BACKGROUND 1

“Our team pledges the highest level of performance at the lowest possibie
cost within the framework of absolute dedication to safety and quality to
meet the National Space Initiatives and challenges of today and the 2lst
Century.” |

From p.3 of the March 24, 1994 document,
Implementation of the KSC 1994 Strategic Management Plan

To keep this pledge, at KSC, decisions such as which engineering support requests
(ESRs) to fund and at what level must be based on sound cost-benefit / cost-effecuveness
analyses (CBA). Toraskar and Joglekar [1993] have shown that although CBA theory
contains rich concepts and sound principles, its practice is often based on overly
simplified and narrow techniques supplemented with numerous convenient but Incorrect
assumptions. Consequently, often the practice of CBA is trapped in the type of vicious
circle [See Exhibit 1] I observed last year, here at KSC, in the context of advanced
software decision-making [Joglekar, 1993].

In order to break out of such vicious circles, we must use a methodology such as Costs,
Risks, and Values Evaluation (CRAVE). A methodology is a way of thinking — armed
with certain fundamental principles and concepts — and a way of analyzing available
decision alternatives using situationally appropriate techniques and tools from a large
body of methods consistent with the fundamental principles and concepts. A
methodology focuses on both the techniques and the processes used in relevant decision-
making. Joglekar and Toraskar [1994] have explained exactly what CRAVE is, and how
it is supposed to work. Exhibit 2 captures Joglekar and Toraskar’s prescription for the
process of applying CRAVE written In the context of global technology deployment

(GTD) decisions. The six-stage process emphasizes some of the fundamentals of
CRAVE, such as

e the need for context articulation,

e the recognition that cost-benefit estimation is in itself a costly process and
sometimes the benefits of estimation do not justify the costs,

e the recognition that it is not necessary to force quantification on certain
consequences that are truly non-quantifiable

o the recognition that measurement and valuation should not be confused as one
and the same; valuation of a consequence is in the eye of the beholder; and
hence a multi- perspective analysis is more desirable than a single perspective
analysis.
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As Exhibit 3 shows, CRAVE retains some of the fundamental principles and looks
forward to the use of many rich typologies and concepts of classical CBA. Yet, CRAVE
attempts to overcome the typical flaws in the pracdce of tradidonal CBA. Exhibit 4

shows how CRAVE differs from classical CBA practice. [For a fuller understanding of
CRAVE, see Joglekar and Toraskar, 1994].
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2. THE TASK THIS YEAR

This year, Bob Lang, Director of Vehicle Engineering, asked me to
(a) See how CRAVE could be applied to the problem of ESR prioritizaton, and
(b) Recommend a method for future use.

Given that task, I tried to understand:
1. What exactly an ESR is, how varied ESRs are from one another, and what
kinds of peculiarities characterize some of the ESRs;
2. What explicit and implicit criteria are currently used in the prioritizadon of
ESRs; and
3. What process is currently used in the prioritizaton of ESRs.

Clearly, my understanding of these three topics was not a linear but a parallel process,
with the understanding of one topic influencing the understanding of other topics, and
vice versa. It follows that readers who want to truly grasp my total understanding may
want to read this report and its appendices at least twice in its entirety.

Briefly, an ESR is a proposal to upgrade an equipment or a facility used in the “ground
processing” (all the work done between one landing and the next launch) of a space
shuttle. An ESR seeks one or more of desired goals such as improving flight safety,
improving safety of ground processing operations, overcoming system obsolescence,
avoiding schedule delays, and reducing processing costs. At KSC, there are over thirty
engineering systems (represented by their GSWT teams) that are together seeking
funding for some 200 different ESRs, each costing anywhere between a few thousand to
a few million dollars. Given limited resources, only a few of these ESRs can be fully or
partly funded in any given year.

The benefits sought by some ESRs are considered so critical to the strategic objectives of
KSC that these ESRs are designated as Category 1 (i.e., mandatory), and they are
implemented expeditiously. This research is focused on the prioritization of Category 2
(i.e., desirable but optional) ESRs, where cost-effectiveness analysis ought to be useful.
However, as Appendix A explains, historically, even Category 2 ESRs were prioritized
by using a system called “P-cut rating,” which extended the notion of “required” versus
“Jesirable” within Category 2. Cost-effectiveness considerations were simply left out.
(See attachments A-1 and A-2).

Therefore, I was pleasantly surprised to know that, to incorporate cost-effectiveness
considerations in the prioritization of Category 2 ESRs, recently, GSWT steering
committee had developed a new approach, named “the 4-Matrix (M) method.” (See
Attachment A-3). Clearly, the 4-M method represents a st€p in the right directon, and
its designers must be applauded for their courage in breaking away from the tradition of
focusing exclusively on the technical merits of an ESR.
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On the other hand, it seems that the designers had no help from anyone with the proper
background in the theory and practice of cost-effectiveness analysis. Consequently, the
design shows numerous flaws detailed in Appendix A, including:

l. The 4-M method ignores two over-riding considerations at KSC, namely
safety and obsolescence.
2. The 4-M method actually focuses on two primary factors:
(a) Expected annual impact on flow schedule, and
(b) Payback period.
3 A multplicative model is inappropriate for the 4-M method.
4. The design of the rating categories and score ranges is inappropriate.
5 The absence of relevant probability considerations on the Cost Assessment
Worksheet is inappropriate.
6. The language is ambiguous, and instructions / explanadons are lacking.

As a consequence of these design flaws, the 4-M method was not successful in assisting
the prioritization of FY95 ESRs. Table 1 and Figures 1, 2, and 3 confirm this lack of
success by showing that there is no relationship between the steering committee’s actual
priorities and either the cost or the payback or the ESR scores.

These and other design flaws are also manifest in the assessments of specific ESRs
reviewed in Appendix B. As can be seen, the design of 4-M leads to a variety of
instances of misrepresentations and overestimation of the benefits. At the same tme,
there are instances of ESRs for which 4+-M worksheets are very difficult to use. Some of
the comments in Appendix B further show that we seem to aggravate the problem of
comparing ESRs by lumping together ESRs costing $4M with those costing $4K. Figure
4 graphically shows how a single one of the top 17 ESRs accounts for over 66% of the
funding needed by all 17 put together. Clearly, ESRs requiring capital expenditures
ought to be evaluated and funded separately from ESRs requiring a few thousand dollars.

Most importantly, the variety of sizes, shapes, and colors of ESRs captured by Appendix
B makes it clear that the presumption of being able to create a single method to fit all
ESRs is unrealistic. What we need is a methodology, and not a method. A methodology
allows for the use of several different methods of analysis depending on the nature of the
technical system, the type of modification sought, and the relevant costs and benefits.
Despite the shortcomings of the 4-M method, we must not abandon the pursuit of cost-
benefit analysis, or return to the arbitrary decision making of the past. Instead, we must

" evolve towards the adopton of a methodology such as Costs, Risks, and Values

Evaluation (CRAVE).

In any case, the most important reasons for the lack of success of the 4M method lie in
the GSWT integration process. The latter part of Appendix A discusses these process
issues in depth. Here, by way of conclusion, I simply want to list several process related
barriers to the application of CRAVE, and my recommendations to management for
overcoming those barriers.
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BARRIERS AND CORRESPONDING RECOMMENDATIONS

Barrier 1.

We are trying to develop a single method to assess all ESRs.

However, ESRs come in a variety of sizes, shapes and colors.

Their assessment calls for a methodology - a collection of methods, along with
the knowledge of which one to use when.

Recommendation:

Adopt CRAVE.

Barrier 2.

We leave the development of a cost-benefit analysis (CBA) method to engineers
who do not have the necessary background in the theory and practice of CBA.

Recommendations:

Get expert help. ' ' =
Develop internal expertise through training.

Barrier 3.

The culture of “integration” (and the corresponding structure of review by a
committee of peers) is not conducive to the analysis and confrontation necessary

for objective assessment of each ESR, and the subsequent rational prioritization
among them.

This is true whether the assessment criteria include cost considerations oOr not.

Recommendation:

Let the GSWT steering committee be assisted by appropriately trained, objective

analysts, charged with the responsibility to analyze and be confrontational about
each ESR.
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Barrier 4.

Organizational separation of the prioritization, funding, and implementaton
processes is not conducive to the pursuit of cost-effectiveness.

Recommendation:

To the extent possible, centralize the authority to prioritize, fund, and monitor
implementation of ESRs.

At least, coordinate sufficiently to make sure that decisions in these three
processes are based on the same criteria, and on an appreciation of each others’
reasoning and deliberations.

Barrier 5 (The Most Important One).

At the working level, KSC’s culture is almost oblivious to any cost concerms, let
alone cost-effectiveness concerns.

Recommendation:

Begin to change the culture by

* insisting on a discussion of costs, and paybacks at mestings to review priority
list, and at funding decision meetings,

* tracking and monitoring the estimated and actual costs of ESRs approved in
prior years,

* sering up a program of training in CBA / CRAVE concepts and principles.
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Exhibit 1
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Foedback and Updales

Exhibit 2

A Process for Applying CAAVE Methodolegy to GTD Decisions
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Exhibit 3

Some Commonalties in CBA and CRAVE Methodologies

Fundamental principles such as:

Formal and explicit analysis

Accounting for all incremental costs and benefits

Accounting for costs and benefits to whomsoever they accrue
Adjusting for time value of various costs and benefits

Explicit recognition of assumptions, and performance

of sensitivity analysis for altenative assumptions

Use of typologies of costs and benefits such as:

Fixed and variable.

Direct and indirect,
Obvious and midden,
Primary, seccndary, teruary
One-time and recurrent

Controllable and non-controllable

Use of rich concepts such as:

Opportunity costs
Pareto-superionty
Joint use of resources

Cause-affect versus multi-producers-single-product relationships

ORNAL PASE M
OF POOR QUALITY

.

.
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A COMPARISON OF CURRENT CBA PRACTICE
WITH CRAVE METBODOLOGY

CBA PRACTICE
Justification focus
Retrospective
Technique-oriented
Single-perspective assessment

Consolidation of muitiple stakeholders’
criteria (possibly AHP type)

Forced quantification of the
non-quantiiable

Lezt to the proponents of specific GTDs

[ 2f to non-experts with certain recipes
Potential for advocacy ignored
Econommc values only

Risks of non-existence of co-producer
ignored

Consideration of internal risks oniy

Stringent financial criteria
Short-sighted perspective

Product-odented (i.e. C/B ratio, or [RR)

Zero valuation of non-quantified
intangibles

Measurement and valuarion
confused with one another

Evaluating given aiternatives
Often unrealistically long honzons

Ad hoc methods and assumptions

CRAVE METHODOLOGY
Decision Assistance focus
Prospecuve

It is a methodology
Multi-perspective assessment

No simple consolidation
(concept of Pareto supeniority)

Quanrification only when possible

Actively directed by the MNC managers /
decision makers

Guided by a methodologist

Potential for advocacy actively managed

Economic and non-economic values

Risks of non-existence of co-producers
explicitly accounted for

‘ 1
Exhibit 4

Consideration of both internal and external risks

More realistic critena
Balanced perspective

Process-oriented

Explicit consideration of non-quantified
intangioles

Measurement separated from valuation

Heiping construction of better aiternatives

Weil-defined. reasonably long but limited horizons

Consistent methodology and assumptions
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| | l | Tabie 1| ! | |
; | ; | | | .' |
x ?Summary Data on The Steering Committee's Top 17 ESRs
1 | ¥
| Priority # ESR # Costs Payback | ESR |Category |0Old Category
; | ($'000) : (months) l Score / Pcut
1 k15040 35108 12 E 144 2-s 1-s |
2 k15813 $16 17 80 2-s 1-M
3 k15399 329 3,484 36 2-s
4 k14453 $3.800 63 E 60 2 ! 1-M
5 k11794 $340 ol 3751 2 15
6 k15783 $305 NA 60 2 1-M
7 k15505 $4 NA 40 2-s ‘
8 k15836 358 7 240 ] }
9 k15569 $35 264 ; 9 |
3 10 | k15825 ’ NA NAi 60 P4-3 i
11 ik14887 $22 10 | 180 ! !
12 k15317 l $470 12| 240 P4-1 | i
13 k15818 $46 7 ! 180 ! }
14 !k15835 $2 ‘ 3 } 256 i |‘
15 k14213 s84 84,000 | 30 |
16 §k15626 $472 4 | 40 | |
17 11(15602 $26 16 ; 60 }
|
| \
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FIGURE 1
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ESR Costs and Priorities
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FIGURE 2

Payback and Priority
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FIGURE 3
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: ‘ : FIGURE 4

ESR Shares of Total Costs
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Appendix A
A Critique of the 4-Matrix (4-M) Method of ESR Assessment
by
Praf Joglekar

The Ground Systems Working Teams (GSWT) Steering Committee has a difficult task:
Prioritization among hundreds of worthy Engineering Support Requests (ESR). These
ESRs come from some 31 different vehicle, payload, and facility systems. Individual ESRs
cost anywhere between a few thousand to a few million dollars, and seek one or more of
KSC’s goals of improving safety, avoiding delays in flow-critical activities, reducing
obsolescence, and reducing operations and maintenance (O&M) costs. At the same tme,
an important concemn at KSC is that the modifications done by one engineering system
must not adversely affect the functioning of other engineering systems vital to the
processing of the shuttle. Thus, the process of ESR prioritization is actually called,
“GSWT Integration.” Attachment A-1 describes this process and its ground rules as
of August 1993.

To understand the first ground rule, it should be realized that there is a system of
designating ESRs as either Category 1 (ie., mandatory) or Category 2 (ie., highly
desirable, but not mandatory). Suffixes such as S, M, or E are added to these categories to
indicate whether ESR attempts to address a safety, or management, Ot environmental
requirement. The ultimate authority for all ESR category designation rests with the
Ground Review Board (GRB). The funding and approval of Category 1 ESRs is outside
the GSWT process, which focuses on prioritizing within Category 2 ESRs.

To compare ESRs with one another and prioritize them is similar to comparing and rank-
ordering hundreds of apples, oranges, bananas, strawberries, and watermelons, fruit by
fruit! Each fruit comes in a variety of sizes, shapes, colors, and ripening stages. To
complicate the matter further, the fruits come in a variety of semi-transparent packages
designed to exaggerate their attractiveness. Some fruits sell by the pound, other by the
piece, still other by the package. For some quantity discounts are available, for some
others their are cost-premiums associated with the timing of purchase. We want to0
maximize the nutritional value, the taste, the flavor and still be within our budget, which
will be determined at future dates by several different funding authorities!

~ As I understand it, in the past, this comparison and rank-ordering was not a major
problem. We had resources to buy plenty of each kind of fruit. Even ESRs that were not
funded in a given year were seen as simply deferred for implementation in a year or two.
Thus, as described in Attachment A-1, we prioritized ESRs on the basis of their technical
merit (perhaps a euphemism for subjective judgment based on such inputs as which team
makes the best presentation, who is championing an ESR, which team is screaming the
loudest, etc.), with practically no regard to what they cost.
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To assist the steering committes in its assessment of the techmcal merits, GSWT teams
were encouraged to assign a “P-cut” rating to individual ESRs. Attachment A-2 presents
the P-cut definitions. Although, the GSWT steering committee is charged to consider only
Category 2 (desirable but not mandatory) ESRs, the P-cut system extended the concept of
mandatory versus desirable nature of ESRs to several levels within Category 2 by focusing
on the reasons underlying the modificadons sought by the ESRs, and within Category 2
ESRs getting P1, P2, or P3 ratings were seen as required!. The differences in the costs of
various ESRs were not seen as an important consideration, and even highly cost-efficient
ESRs (those promising a payback in less than one year) received a low priority of P4-2,
practically ensuring that we will never get around to these ESRs with the limited available
funds.

Over the last three years, the resources available for NASA, in general, and for ESRs m
particular have shrunk dramatically. Now, we must be cost-conscious and choose between
competing ESRs systematically and rationally. In other words, today we must base our
decisions not only on technical merit but also on cost-effectiveness considerations.
Recognizing this need for costeffectiveness considerations, the GSWT Steering
Committee recently developed and implemented a method called the 4-Matrix (4-M)
method of ESR assessment. See Attachment A-3 for the description of the method,
the forms used, and the accompanying instructions.

The designers of 4-M method must be applauded for their courage in breaking away
from the established culture at KSC which is oblivious to any cost considerations, let
alone consideration of cost-effectiveness. 4-M represents a first attempt at bringing a
degree of rationality to the process of rank-ordering ESRs. This method must evolve and
lead to a sounder methodology in the future. The critique here is intended to assist in that
evolutdon. It must not undermine the credit for a pioneering effort on the part of the
designers of 4-M.

I had the opportunity to study how the 4-M method worked in the steering committee’s
rank-ordering of the top 17 Vehicle Engineering (TV) related ESRs for FY95. Table 1
summarizes the data on cost, payback period, and ESR score, for each of the top 17
ESRs. In addition, I have included the Category / P-cut rating, where available. Finally, [
was told that some of these top 17 ESRs were originally in Category 1 but were
downgraded to Category 2. The Column “Old Category” reports this information.

As can be seen from Table 1, an ESR’s priority does not seem to be related to either the
~ size of the project (as defined by its cost), or its payback period, or the ESR score.
Figures 1, 2, and 3 graphically demonstrate the lack of these relationships. In short, the
steering committee’s priority order cannot be explained by any of these factors. It follows
that the 4M method does not seem to help in the rank-ordering of ESRs. There are
several reasons why. Here, these reasons are grouped in two major areas: issues pertaining
to the design of the 4-M method, and those pertaining to the GSWT process.
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DESIGN ISSUES:
1. The 4-M method ignores two over-riding considerations at KSC, namely
SAFETY and OBSOLESCENCE.

There is no factor to assess the severity of the consequences of potential mishaps caused
by the existing equipment or facilities in terms of injury to personnel, or damage to the
orbiter or the payloads. Nor is there a factor to assess the obsolescence and lack of
supportability of the existing equipment or facilities. Thus, in addidon to the ESR scores,
the GSWT Steering Committee has to consider these factors. Since at KSC, safety is
indeed our Number 1 concern, it is natural that we give a high priority to safety related
ESRs regardless of their 4-M scores. The “category” and “old category” information in
Table 1 confirms this. ESRs that had an Old Category 1, and those with 2-s designation
seem to be at the top of the list of 17 regardless of their costs, ESR scores, or payback
periods.

2. The 4-M method actually focuses on two primary factors:
(a) Expected annual impact on flow schedule, and
(b) Payback period.

Note that three of the four factors in the 4-M method, namely

i. Frequency of Operation

ii. Processing Impact/ Improvement

fii. Likelihood of Occurrence
when multiplied together, basically give us a score for the expected annual impact on
flow schedule.

The payback period is calculated separately in the Cost Assessment Worksheet.

3. A multiplicative model is inappropriate for the 4-M method.

In theory, if all incremental costs, risks, and benefits can be identified, measured, and
valued in dollar terms, the calculated Payback period should be the sole criterion for
rank-ordering ESRs. The shorter the Payback, the more desirable the ESR.

However, often it is difficult, if not impossible, to measure and value in dollar terms
factors such as Safety Improvement, Obsolescence Reduction, and Avoidance of Schedule
. Delays. In that case, it makes sense to use a factor scoring and weighting method. But
the scores on such factors should not be multiplied with each other or with the score on
Payback. What we need is a weighted average of the scores. The weights have to be
carefully chosen to reflect the values of the organization. A method called the Analytical
Hierarchy Process (AHP) is most helpful in the development of proper weights, and
KSC should explore its applicaton.
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4. The design of the rating categories and score ranges is inappropriate.

4-M’s multiplicative approach is particularly inappropriate since, by design, the score for
Expected Schedule Impact can range from 1 to 100 while the score for Payback can range
only from 1 to 5. Thus, 4-M is biased towards minimizing the importance of Payback.
This bias is further accentuated by the fact that all ESRs providing a longer than 2-year
payback (including those that may never payback) receive a rating of 1, while ESRs
providing a payback within 3 months receive a rating of only 5. I believe this is totally
inappropmnate.

The way I see it, provided the payback calculations are reasonably valid and
accurate, all ESRs promising a payback within one year deserve to be immediately
funded. That will have more money (or other resources) at the end of the year than we
had at the beginning, and those increased resources would be available for the pursuit of
our other goals such as increased safety. Even ESRs promising a payback within 4 years
are highly desirable. They represent better than 20% per year compounded rate of return.
On the other hand ESRs that take longer than 5 years to payback should be considered
undesirable unless they promise significant improvements on one or more of the non-
quantifiable dimensions of safety, obsolescence, or schedule.

Thus, I believe that 4-M’s design of the rating categories as well as possible range of
scores for the Payback factor are inappropriate.

An important attribute of properly designed rating categories is that they are mutually
exclusive (i.e., non-overlapping) and collectively exhaustive (i.e., no possibility should be
left out). Unfortunately, in 4-M we see both of these attributes violated:

¢ The critical path (i.e., serial flow) nature of an operaton seems to be double-counted,
once in the Frequency of Operation factor, and again in the Processing Impact!
Improvement factor.

¢ The categories in the Likelihood of Occurrence factor provide no room for the rating
of a mishap that is expected to happen no earlier than 18 months and no later than 24
months. Thus, the categories here are not collectively exhaustive.

¢ Given that we have already accounted for the frequency of an operation, the likelihood
of occurrence factor should refer to likelihood per operation, rather than likelihood
per year. This is a second example of double-counting certain factors.

5. The absence of relevant probability considerations on the Cost Assessment
Worksheet is inappropriate.

Many ESRs are designed to avoid potential mishaps likely to be caused by exisdng

equipment or faciliies, and hence will contibute their estimated savings in “annual
corrective manhours and materials” only with the probability of occurrence of the mishap. -
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The expected savings are the product of this probability umes the estimated savings. Yet,
the Cost Assessment Worksheet does not require an esumation of the relevant probability.
Consequendy, the computauon implicitly assumes that the mishap would occur with
certainty. The net result is that typically, 4-M’s Cost Assessment Worksheet
underestimates the payback period. (For an example, see comments on k5836 in
Appendix B).

6. The language is ambiguous, and instructions / explanations are lacking.

One well-known short-coming of cost-benefit analysis is that it can easily become an
instrument of intentional or unintentional biases introduced by the champions and
advocates of specific projects. Therefore, in designing a cost-benefit assessment method,
one has to be extra careful and try to minimize opportunities for the introduction of such
biases, and convenient misinterpretations of the words and phrases chosen. Unformnately,
4-M is fertile with many opportunities for the introduction of such biases:

e One factor is defined simply as “Processing Impact | Improvement,” without any
further instruction. The designers of 4-M assume that there will never be an ESR that
will actually negatively impact the flow schedule. But the fact is, in some cases for the
sake of safety, we may introduce new procedures that could actually delay a shutte’s
serial flow. For such an ESR, the designers of 4-M would like to see that the lowest
rating of 1 is used. However, the lead engineer who knows that the concerned
operation is a serial one, refuses to use a 1 or a 2. Indeed, one cannot blame a lead
engineer whose ESR introduces a 24-hour serial delay if he/she chose to rate the ESR
asa’“5.”

e 4-M asks that an operation’s frequency be rated either as a “5 Multiple tmes per flow
/ month,” or as a “4 Once per flow / month.” Given the ambiguity in the phrase “per
flow / month,” we just cannot blame a champion, whose ESR truly deserves a “4,” if
he/she rates it a “S.” After all, if the operation is once a month, then it is clearly
multiple times per flow since a flow lasts for several months. If the operation is once
per flow, given the overlapping nature of several shuttle flows, in many moaths in a
year the operation may be done multiple times a month!

o The designers of 4-M use the phrase “likelihood of occurrence™ to refer to the
“probability that a mishap or ‘problem condition’ would occur unless an ESR was
implemented”. Yet, several lead engineers I have talked to assume it to mean the
“probability thar the operation will be done within the next so many flows.” (See
comments on k/5813 in Appendix B).

e Among those who realize that “likelihood of occurrence” referred to the probability of
a mishap, many say that faced with the choice between rating their ESR a “3 Could
happen within next 4 flows / 6 months” or a “2 Could happen within next 8 flows / 12

months,” they invariably choose a “3” rather than a “2.” As one lead engineer puts it,
Y y g p )
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PROCESS ISSUES:
1. KSC culture is not cust-consci-ous.

The greatest single barrier to the implementation of any method of cost-effectiveness
analysis at KSC is KSC’s culture which is almost oblivious to any cost concerns, let

alone cost-effectiveness concerns. In the GSWT process this lack of cost-consciousness
is evident in many ways:

e AsTable 1 and my Appendix B comments on k/4453 show, the GSWT process does
not distinguish between a $4K ESR and a $4M ESR.

e Note from Table 1 that the steering committee has included k75825 in its list of Top
17 ESRs even though there is no rough order of magnitude (ROM) estimate of its
cost. In other words, the ESR could cost anywhere between a few thousand to a few
million dollars, and it would still be Priority #10 on the list.

o At the Thursday morning meetings of the steering committee, often a report is given
on the status of ESRs approved in prior years. While that report includes information
on which ESRs are complete, which ones are behind schedule and by how much, etc.,
there is no information on the original cost estimates and actual expenditures on
the various ESRs. In fact, I am told that the way our accounting system is set up, it
just cannot track and monitor ESR by ESR expenses.

e At the June 28, 1994 meeting to review TV’s FY 95 priority list, management did
not raise any questions about costs, paybacks, or the 4-M scores of any of the
ESRs. The steering committee also did not make any attempt to defend its priority list
using any one of these cost-related considerations.

Given this culture, most engineers do not take ESR cost estimates seriously. Even
those who are charged with armriving at the estimates freely admit that their estimates
could be wrong by 50-60%. Others put the expected margins of errors to be as high as
80-100%! Given that, for many ESRs, benefits are inherently more difficult to quantfy
and measure, sometimes we even see instances of carelessly exaggerated claims. (See
Appendix B comments on kJ1794). Others see no need to even attempt to quantify the
benefits of their ESRs, or report any 4-M scores. They know very well that as long as
their ESR can claim to be a “mission-stopper,” it will be funded regardless of costs. Some
team members speculated that the 4-M method creates the paperwork necessary to
pretend to Washington DC that we are cost-conscious.

Thus, 1 was not surprised that many teams had not read 4-M instructions carefully, and

made such elementary mistakes as addition in place of multiplication, or reporting payback
in years as payback in months (See Appendix B comments on k75040).
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2. Organizationa! separation of the prioritization, funding, and implementation
processes is noi condzcive to the pursuit 6f cost-effectiveness.

The second most important reason why any method of cost-effectiveness analysis would
be very difficult to implement in the GSWT process is the organizational separation of the
process that does the prioritization from the process that provides the funding, which in
turn, is separated from the process that ensures actual implementation of an ESR. While
GSWT teams and steering committee are asked to prioritize the ESRs, they have no

authority to actually fund or implement any ESR. The consequences of this separation
are:

o It perpetuates the culture of a lack of cost-consciousness, and GSWT teams and
steering committee are likely to continue to focus exclusively on technical merit and
ignore all cost considerations.

e It causes considerable frustration for the teams and the steering committee
insofar as the funding mechanism can ovemide the priorities set by the GSWT
integration process, and the implementation mechanism (i.e., Design Engineering [DE]
and Shop Floor [SF] ) can easily re-arrange those priorities by allocating or not
allocating the necessary manpower to specific ESRs. Furthermore, even if the steering
committee wants to use cost-effectiveness as an important criterion, given that our
long standing culture is so deeply ingrained throughout KSC, DE and/or SF may

continue to use technical merit as the sole criterion in deciding which ESRs to work
first, if at all.

e Both, the total manpower spent, and the calendar time needed, for all this
prioritization, funding, and implementation is inordinately high. In other words, the
bureaucracy is perpetuated.

3. The culture of integration is not conducive to the analysis and confrontation
necessary in a rational prioritization among competing investment
alternatives.

rd

At KSC, the ESR prioritization process is called “GSWT integration process,” and it is
left to a committee consisting of representatives of several GSWT teams (i.e., a committee
of peers). This is consistent with KSC’s long standing tradition of decision-making by
consensus developing teams. The GSWT integration process should help ensure that one
team’s ESR does not interfere with the functioning of other team’s systems. However, it
may not be the most productive process for prioritization among competing demands on
limited resources. Appendix B clearly shows that for a rational prioritization of ESRs, we
need considerable analysis and confrontation.

As members of “an integration process,” individuals on the steering comumittee are inclined
to respect the expertise and trust the integrity and judgment of individual teams. For
example, from Attachment A-1, page 2. note that a team’s internal priorities of its ESRs
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are not to be questioned by the steering committee. Yet, as is clear from Appendix B,
these teams have no expertise in cost-benefit estimation. Consequently, a team’s cost-
benefit estimates may be way off the mark, and its internal priorities may be based on such
erroneous estimates. On the other hand, GSWT teams do have substantial vested interests
in making their ESR look as attractive as possible. Consequently, a team may be
misrepresenting the true benefits (see Appendix B comments on kI5040), or

overestimating the magnitude of those benefits (see Appendix B comments on k15813,
k11794, and k15836).

4. The need for a properly trained and impartial analyst to assist the steering
committee.

Of course, even if we renamed the GSWT Steering Committee as “ESR Prioritization

Committee,” we will not get the necessary degree of analysis and confrontation from this
commiittee, for several reasons:

e First, most members of the committee do not have the necessary background or
training to do the kind of analysis I have done.

e Second, given that
a) serving on the steering committee is only one tenth of one’s job, and
b) the number of ESRs to consider is very large
(48 were considered in prioritizing the TV list),
no one has the time to check the claims, the assumptions, and the computational
accuracy of each one of the ESRs.

e Third, in a structured team, members of the team could be assigned to check out
specific ESRs, ensuring that each ESR is checked by one or more team members. In a
committee of peers, such a division of labor is very difficult.

e Finally, a committee of peers thrives on the collegiality of its members. Such a
committee hates confrontational members, and no individual is likely to volunteer to be
a confrontational member.

Thus, if the GSWT steering committee truly wants to use cost-effectiveness as a criterion
in its prioritization of ESRs, it must seek assistance from a properly trained, impartial

analyst who is charged to be confrontational about every ESR, its logic, cost-benefit
estimates, computational accuracy, etc.
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“Almost anything that could happen over the next 12 months, could also happen over
the next 6 months, except perhaps an increase in my salary.”

¢ Although the instructions are to multiply the scores on the four matrices to obtain the
total score, the use of the word “total” seems to have led some teams to add the
scores on the four matrices. (See comments on £/58/3 in Appendix B).

7. The presumption of being able to create a singie method to fit all ESRs is
unrealistic.

When we force different discipline engineers to all use particular forms, and a given set of
cost categories, we soon discover that our method does not quite fit all the systems we are
trying to evaluate. There are many tell-tale signs that the 4-M method does not fit all
ESRs.

L

7 (15%) of the top 48 ESRs for FY95 were submitted without an attempt to fill out

either of the two forms of the 4-M method.

o 6 (13%) more filled out the ESR score form, but not the Cost Assessment Worksheet.

¢ Regardless, 3 of these “defiant™ 13 wound up on the Steering Committee’s list of the
top 17 ESRs.

e Those who did fill in the forms, often had to modify the cost assessment worksheet to
report the some of the unique costs or benefits of their system.

¢ For more specific examples of the inapplicability of 4-M method, see Appendix B.

The variety of technical disciplines the ESRs originate in, the diversity of benefits they
seek, the variety of risks they reduce, the many different types of costs they impose,
together suggest that to evaluate and rank-order these ESRs, what we need is a
methodology, and not a method. A methodology allows for the use of several different
methods of analysis depending on the nature of the techmical system, the type of
modification sought, and the relevant costs and benefits. Thus, despite the shortcomings of
the 4-M method, we must not abandon the pursuit of cost-benefit analysis, or return to the
arbitrary decision making of the past Instead, we must evolve towards the adoption of a
methodology such as Costs, Risks, and Values Evaluation (CRAVE).
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G‘SWT INTEGRATION PROCESS

0 GROUNDRULES
0 ONLY CATEGORY 2, 2E, OR 2S ESR'S ARE CONSIDERED

0 TECHNICAL MERIT IS THE ONLY CRITERIA USED TO EVALUATE ESR'S
THROUGHOUT THE INTEGRATION PROCESS

0 THE INTEGRATION PROCESS STARTS WITH THE TEAM LIST.

0 THE GSWT TEAM CONSISTING OF A NASA & LSOC SE AND AN SDE
FROM GSDE PRIORITIZE THE ESR'S WITHIN THEIR SYSTEM BY
TECHNICAL MERIT AND FISCAL YEAR.

0 THE NEXT LEVEL OF INTEGRATION (CALLED THE TV _LIST) OCCURS
ONCEAYEAR.

0 THE GSWT STEERING COMMITTEE (S/C) REPRESENTATIVES FROM
TV, 17-01, AND 15-01 TAKE THE TEAM LISTS FROM THEIR
RESPECTIVE ORGANIZATIONS AND INTEGRATE THESE ESR'S INTO A

SINGLE LIST.

INDOAHEDVYLLY

I-v

8-19-93 \ 1 =-,.}'lockheed

Space Operatlons Gompany
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GSWT INTEGRATION PROCESS

_——

0

8-19-93

THE PROCESS WORKS AS FOLLOWS;

0 THE #1 PRIORITY ESR FROM EACH TEAM'S LIST ARE LAID ON THE
TABLE. THISISATOTAL OF 22 ESR'S.

0 THE ESR'S ARE GROUPED BY P-CUT AN INDEX ASSIGNED TO THE
ESR BY THE GSWT TEAM. IT INDICATES THE SEVERITY OF THE
IMPACT OF NOT DOING THE REQUESTED MODIFICATION.

0 USING THE P-CUT, THEIR UNDERSTANDING OF THE PROBLEM
CONDITION AND THEIR EXPERIENCE AS A GUIDE, THE THREE S/C
REP'S SELECT WHAT THEY CONSIDER TO BE THE MOST
IMPORTANT ESR FROM THE ITEMS ON THE TABLE.

0 THE #2 PRIORITY FROM THAT TEAM (WHOSE ESR WAS SELECTED
AS MOST IMPORTANT) IS THEN BROUGHT UP ON THE TABLE AND

COMPETES AGAINST THE OTHER 21 ESR ALREADY ON THE TABLE.
0 THIS PROCESS CONTINUES UNTILA SET NUMBER OF ITEMS HAVE

BEEN SELECTED. THIS IS THE TV LIST.

2 = plockheed

Space Operatlons Company
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GSWT INTEGRATION PROCESS

THE TV LIST IS THEN SUBMITTED TO THE ENGINEERING DIRECTORS
FROM 17-01AND15-01, THE LSOC CHIEF ENGINEER, THE TV
ENGINEERING DIRECTOR, AND ALL TV DIVISION CHIEFS.

0 AMEETING IS CONVENED TO ALLOW REDLINES TO THE LIST TO BE
DISCUSSED AND INCORPORATED.

DURING THIS TIME, THE SUPPORT OPS AND TE ORGANIZATIONS ARE
PERFORMING THE SAME INTEGRATION FOR ESR'S FROM THEIR
TEAMS USING A SIMILAR PROCESS. THEIR EFFORT COMPILES THE TE
LIST.

THE LAST STEP IN THE INTEGRATION IS PERFORMED BY THE GSWT
S/C INTEGRATION TEAM AND RESULTS IN THE FYXX GSWT
INTEGRATED PRIORITY LIST.

0 THIS TEAM CONSISTS OF THE S/C REPRESENTATIVES FROM TV, TE,
30-0, AND 17-01 (ALSO REPRESENTING 15-01). THE S/C CHAIRMAN
ATTENDS AND ACTS AS A TIE BREAKER IF REQUIRED.

8-19-93 3 S.rlockheed

Space Operatlons Company
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GSWT INTEGRATION PROCESS

0 THE TV AND TE LISTS ARE USED AT THIS LEVEL AND THE
INTEGRATION PROCESS IS THE SAME AS EARILER EXCEPT THERE
ARE ONLY 2 ESR'S ON THE TABLE AT ANY GIVEN TIME.

0 THE NUMBER OF ITEMS TO COMPRISE THE LIST IS DETERMINED BY

THE TEAM AT THE START OF THE PROCESS AND THE INTEGRATION
CONTINUES UNTIL THIS NUMBER IS REACHED.

0 WHEN THE PROCESS IS COMPLETE THE LIST IS DISTRIBUTED BY THE
STEERING COMMITTEE CHAIRMAN.

819-93 | 4 s rlockheed

Space Operatlons Company

¢ « (

6¢



LeZ

(

GSWT INTEGRATION PROCESS

8/20/93

TEAMNO. 1
CRYO'S/IMPS

TV, 17-01

, 8

15-01 STEERING
COMMITTEE

REP.

PROGRAM
MGMT

~

GSWT TEAM LIST TEAM NO. 31
SPECIAL
POWER

TE & 30-01

STEERING

COMMITTEE
REP.

GSWT STEERING

TE LIST

EJOMMITTEE MANUAL LINK? . . POP PROCESS
INTEGRATION TEAM i B

v

FYXX GSWT INTEGRATED PRIORITY LIST

o

CAP EQUIP,

/

COFF R&D ASA

LVL IV GSccCB |
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ATTACHMENT 4-2 31

/

GSWT STEERING COMMITTEE — PRIGRITY DEFINITIONS =

SEQUIRED ITEMS THAT ARE:

p1-1 - Requiramenls dlclated by drawing, speciflcadon, ar dlrecilve ic support a
specille mission effectivily

pP1-2 - Madlilcallons tequited lo suppart a spaciile Haght sysiemipayload require—
ment dlctatad by drawing, spacification, or direciive

p1-3 - Modlflcatlons which prevent patentlat loss of lla, savere Injury, or signiflcant
damagae lo (light hazdware whete no procedural Lt operational workarounds
axist ' '

P1—4 Modlifications which prevent signifieant (>3 ars) =;rocessing impact

REQUIRED ITEMS THAT:

- -

p12-1 - Meet Upgraded deslgn requitaments (with hazardous Impilcztions)
p2-2 - Carrect design gellciencies in nrimary sysiem (wilh tazardeus implicsticas

RECUIRED ITEMS THAT:

o

2-1 - P1 ar P2 Hewrwhete workaround fs passible
51-7 - Carrec! design deflciencies in buckup systems
£1.-1 — Meat upgtaded requirements : =
23— — Corract design ar documentation inconsisiencies
oa_5 — Reducs (ha polential of Injury lo nersannei or notenilal damage i@ ilight
hardwara witere @ procedural of operutfonat wotkaround 2xisis.

DCSIRABLE ITEMS THAT ARE NEEDED TC:

DESIRASLE ITEMS WITH NO CUANTIFIABLE EFFECT ON PRCCESSING 3UT WILL:

n4—1 — Prevant cbsaltscence—csused problems
pPa—2 — Enhanca apersdons wilh short-term gaybaci (lass than { veary
pa—-3 —Improve prucessing operations (e reduen schncule tisk.

551 - Crealo Improved praciices ar elficlencles
psS-2 - Enhancs proecassing willl long-iarm payhack (mure than 1 yeat)
ps5-1 - Upgrade-sysiems la allgnmwith curtent Governmuni reguiations.

Jodroy = While, Chairman
Adoltroy = Nhile,
L _ZSWT Siearing Commillec

QNAINAL PAGE
OF POOR QuALITY
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ATTACHMENT A-3

LOCKHEED SPACE OPERATIONS COMPANY
INTERDEPARTMENTAL COMMUNICATION

0ATE: March 29, 19¢4

CONTROL NUMBER: 3:201-292-)4Q

. QEPT. BLOG.
70: Distribution NO. NO.
DEPT. 8LDG.
FROM: J. F. Whites NO. 32-01 NO. LS7-2

SUBJECT: REPLACEMENT OF THE P-CUT OURING ESR PRIORI

Currently a ?-CUT is assigned o each E3R 25 it is en
is wuseful o the Steering Committae Intagration

MAIL
CooE
MAIL
CODE LSQJ-247 PHONE 2383-2200
ZxtT. 27%
TIZATION

tared in CMDS. The P-Cut
Team during =the yearly

-~
t

prioritization orocass, but has not deea helpTul 0 ne Z3WT'S ‘n Jrioritizing

the ZSRS on their individual :zaam Jists.

The GSWT Steering Committes s introducing a new

methodology o use in

determining the priority aof Z3Rs within the GSWT systam that «il! regiacz the
p-CUT. This new system c2lled “the d-matrix metnod" is simoier znd maors
sTrilgnt 7orward and should benetit your GSWT in avaluating whersz zn Z3R snould

Tit on your respecTtive taam lists. A copy OF The metnod is

drier description of 23ch major matrix follows:

Fraaquencv of Queration:

dtiiachea and 3

tach E5R has a problem candition or avent that is described ia 3lock 16 of zhe
SR form. This problem condition is normally the result of the ser<aormancz oFf
some operation such as a parvicular sequenc2 of an OMI aor WAC. This matrix
correlatas the number of times this aperation occurs per Flow or month o a

numerical value. The more freaguent the occurrenca :he

Procassinag Impact/Imprdvement:

This matrix equatss the 3lock i6 oroblem to a VYenicle

impact should be a direct rasuylt of the probiem condition, =z
Tailure” scanario rather than rzlying cn a series of faiiurss o9

case situation.

Likelihood of Occurrences:

This matrix cancarns :he orcoability ot the argpiem conaizion ar
occurving within a given time frame. A higner aoz2

dssigne2 a higner value in the matrix.

L 2 B ~.t' v

ST T ORGINAL Page 299
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70: Distribution -2 3201-84-049

Cost Assessment:

The first step in performing this matrix is to fill out the ZSR EZwvaluation-Cast
impact sheet. This data is similar to the ROM data that has beéan required in

the past. When the sheat is complete, you will have calculatega the months ©0

pay back required to perform the "Cost Assessment” matrix. On the "Cost
Assessment” matrix, select the appropriate pay back period and numerical value

associated with the pay back period.

Multiply the numerical values obtained from the four matriczs together 0
obtain a score for the £SR under evaluation. This score, wnen compared to the
scores on other ESRs on your list, should help you understind wnere this &SR

should be prioritized.

Pleasas implement this system immediately. 3eginning with the upcoming
Integrated Priority Proc2ss starting in April of this year, at ieast the
three priorities on your team list need to have been avaluateg and selected
using the 4-matrix method. (Retain the wark sheets for these zthres ESRs tTo
provide background data to support your priority). This procass is to be used
on all new £SRs. Use the attached sheets to pertorm this availuation. Jpdatsa
the CMDS P-CUT field for these first three with the numerical score obtained
from the matricas. In the summer, the GSWT data fieles in ZMOS will oe

FY85
100

revised to allow you to input this information directly intd CMpS.  Also, SP!
BM-310 (2)K is in the process of being revised to reflect This cnange. In tne
interim, make the changes to your team lisT using the atzached information. ¥
you have any questions, contact your GSWT Steering Committese Renresentative.
JF. Wh9te, DirectIor
Ground Systams Design fnginesring
Cnairman, GSWT Sceering Zommitiae
JFW:1m
Attachments: A/S
g:yeunuu.rwqgg
POCR QuALTTY
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ESR ASSESSMENT CRITERIA SCORE
FREQUENCY OF OPERATION

Multiple Times Per Flow/Month

Once Per Flow/Month - Critical Path
Once Per Flow/Month - Non Critical Path
1-5/OMDP/2 Years

Contingency Operation Only

— W a O,

PROCESSING IMPACT/IMPROVEMENT

5 More Then 24 Hour Serial Flow Time

4 More Then 8 Less Then 24 Hour Serial Fiow Time
3 Less Then 8 Hour Serial Flow Time

2 More Then 24 Hour Parallet Flow Time

1 Less Then 24 Hour Parallel Flow Time

LIKELIHOOD OF OCCURRENCE

Expected To Happen Within The Next Flow/Manth
Could Happen Within The Next Fiows/6 Months

Could Happen Within Next 12 Fiows/18 Months

Not Expected To Happen In The Next 16 Fiows/2 Years

== N W A

COST ASSESSMENT (SCORE FROM REVERSE SIDE)

Payback Within 3 Months

Payback Between 3 and 6 Months
Payback Between 6 and 12 Months
Payback Between 1 and 2 Years
Payback Longer Then 2 Years

- N W R~ O,

TOTAL

Determine the appropriate classification of the ESR within each category.
Muttioly the score of egch category together to determine the SR rating. The
rating will be compared with other ESR's to prioritize next year's mcdification
budget. The ratings will be independently verified curing the GSWT Integration
Process.

QRINAL PAGe »
OF sooR QUALTTY
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COST ASSESSMENT WORKSHEET
CCOST OF PROPQOSAL: (ROM) : , , —

Engineering M.H. @ $40.00 $ g
Matenal S
Labor M.H. @ $40.00 S
FPC 5.
TOTAL COST $ — (A)
~BENEFIT OF PROPOSAL*
OPERATIONAL SAVINGS: (ANNUAL)
(___ MH. (Old Way) - — _ M.H. (New Way) X $40.00 = 3
{ Consumabies (Old)- § Consumables (New) = S
$ Energy (Old) - 3 Energy (New) = $
TOTAL (B)
MAINTENANCE SAVINGS: (ANNUAL)
(P.M. MH.s/Yr (Old) - P.M. M.H.s/Yr (New) X $40.00 = S =)
(P.M. Mat'! (Qld) - P.M. Mat'l (New) ) = S
Corrective M.H. (Old) - Corrective M.H. (New) X 340.00=$
(Carrective Mat'! (Old) - Correctible Mat'l (New) ) =$
TOTAL —_—(C)
OTHER SAVINGS (ANNUAL) $ (D)
PAYBACK:
A
P= X 12 = Months To Payback
B+C+D

If savings are negative for any factor, acd total algebraically.

To be used with E5R Assessment Matrix

¢
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A Appeadix B
Commeats on Selected ESRs from the

Costs, Risks, and Yalues Evaluation (CRAVE) Perspective
by
Praf joglekar

Costs, Risks, and Values Evaluation (CRAVE) is a methodology. That is, it is a2 way of
thinking — armed with csrmain fundamental princivles and concepts — and a way of
analyzing available decision alternadves using simadonaily appropriate techniques and tools
from a large body of methods consiszear with the fundamentai principles and concspts. A
mezhodology focuses on both the techniques and the procssses used in relevant decision-
making.

Consequentdy, the first step in applying CRAVE to the problem of ESR rank-ordering is
to understand the complexity, diversity, and situational specificity of the ESRs i terms
of

a) the magnimdes of costs, risks, and benefits involved.,

b) the degres o which these magnimdes could be quandratively measured,

c) the degres to which relared decisions affect an ESR's costs and benefits,

d) the degre= to which sub-decision siemenrs (such as the dming or implementation oOr
availability of quantty discounts) atfect the pertinent costs and benexrs, and

2) any other cridcal elements.

Only when we understand this compiexiry and diversity can we create a suiradle adapraton of
the CRAVE methodology to ESR prioridzaton. Towards that end, I smdied several ESRs In
werms of the modificatons they were proposing, their esdmated costs, tsks, benefits, ESR
scores, payback periods, ew. [ wiked o several lead eagineers, ESR champions, steering
commines members, accountng professionals, and third pardes familiar with specific ESRs
and/or familiar with the GSWT process.

The following comments reflect my informed assessments of the selected ESRs, as weil
as my observations about the ESR prioritization process. Some readers may find these

~ ‘comments too cryptc, but of aecsssity, [ have assumed thar readers are reasonably famuiar

with the selected ESRs and their respecdve 4-M assessments.
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. K14453. "New Hydraulic Pump Units”
1. An ESR that does not belong.

In terms of costs, this ESR stands out as the most important one to analyze carefully. Insofar
as its estimated costs ($3.8M for Option A and $2.8M for Option Al) exceed the combined
costs of all 16 remaining ESRs on TV's FY95 priority list (See Figure 4), it is unfair aad
irrational to treat this as just another ESR to be rank-ordered as Priority 1, or 4 (as the
Steering Committee did), or 17. Thus, in my opinion this ESR does not belong to the GSWT
prioritization process. If a comparison with other ESRs must be done, the appropriate
question would be whether or not the benefits of this ESR exceed the sum total of the benefits
of all remaining ESRs. But such a comparison would be similar to asking whether the value
of buying a house exceeds the value of feeding and clothing ourselves for several years. With
that kind of a comparison, we would never buy a house!

In our personal lives, although some sacrifices in the amounts we spend on food and clothing
are necessary to buy a house, through devices such as a mortgage, we manage to buy a house
without starving. Similarly, organizations must find ways to spend on capital equipment
without jeopardizing their short-term survival. The best way to do that is to set aside two
separate funds for capital expenditures and operational expenditures, and to avoid any
comparison of a project in the capital expenditure category with projects in the operational
expenditure category.

At KSC, we do have different funds and funding mechanisms to take care of capital versus
operational items. Unfortunately, in the GSWT prioritization process, we have not
stopped comparing capital ESRs with operational ESRs.

2. Let them fight with their equalis.
If at all, I would have compared this ESR with others costing $1M or more.
3. Widely different cost estimates.

As I dug deeper into this ESR, I came across several different cost estimates ranging from
$1.8M to 3.8M without much explanation for why the estmates were so widely different. I
‘was told not o0 be surprised if it ends up costing $5M by the time it is actually implemented.
More importantly, it seems that with the accounting system at KSC, even in retrospect, we
may never find out how much an ESR really costs. The most disturbing thing for me is the
fact that the GSWT Steering Committee concerns itself neither with the magnitude of the cost
estimates nor with the reliability of those estimates. Finally, I am disturbed to note that
KSC cuiture is so oblivious to cost consideration.
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4. If I were King:

If I were King, considering that

a) this ESR offers a payback from its quantified benefits (from savings in reduced PRs
and reduced O&M expenses) within six to eight years,

b) additionally, it offers intangible benefits such as avoidance of flight-critical delays,
reduction of noise, and reduction of elecmric shock hazard, that have not been
quantfied,

¢) the current equipment is 17 years old and it must be replaced within the next two or
three years, and

d) proper timing (coordinated with the construction of Fluid Support Stations in the two
OPF bays) is very important in the case of this ESR, and can save as much as $1M,

I would have approved this ESR for FY9%4. Perhaps it is stll not too late.

KI15040. PGHM Anri-Free Wheel Mod
1. Disguised motivation.

It seems that the GSWT team's real motivation is to modernize and automate PGHM
operations — a very desirable goal. However, knowing the KSC culture of approving
primarily (perhaps only) safety related ESRs, the champions of this ESR have framed its
Justification in terms of avoiding potential damage to cryogenic or hypergolic payloads. The
fact is that given the precautions we take and the manpower we allocate to PGHM operations,
the likelihood of Z wheel operations causing any major damage to payload is one in several
thousand.

2. Inconsistent cost and payback estimates.

Although an October 1993 study estimates the cost of this ESR to be $49K, the ESR score
calculations are based on a cost of $108K. No one on the GSWT Steering Committee is
charged specifically with the responsibility to identify and correct such inconsistencies.
Indeed, the steering committee does not know how much expenditure it is authorizing by
putting an ESR on its priority list.

Similarly, the GSWT team seems to have made a mistake in reporting that this ESRs payback
as 11.6 months when they meant 11.6 years! Once again, the mistake went undetected by the
steering committee.

3. Bite the bullet or forget it!

I am not an engineer, but it seems to me that if we are going to spend S108K, we ought to
attain a much greater degree of automation than replacing a ball and screw mechanism with a
machine screw!
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K15813. EPDM Cover Installation Tool

1. The steering committee does catch some mistakes.
Instead of multiplying, the GSWT team had added the scores on the four matrices. The
steering committee corrected that mistake. The steering commitiee also seems to have
challenged the team's claim of a rating of 4 on the Processing Impact factor and corrected it to
a rating of 2.
2. Likelihood factor incorrectly rated.
On the other hand, the steering committee seems to have missed the fact that the GSWT team
interpreted this factor to mean "likelihood that the operation will be performed” rather than
"ikelihood that a mishap or problem condition would occur."
3. Operational savings overestimated.
A reality check suggests that the estimated saving of eight man-hours per EPDM cover
installation exceeds the actual man-hours currently required for this operaton! A payback
period of four years may be more accurate. Of course, that is sufficient considering the
reduction in the risk of damaging the covers — a benefit not quantified in the payback
calculation.

K153991. Main Door Windlocks Pin Insertion

1. Isn't there a cheaper way?

While it makes sense to avoid a broomstick approach (particularly in the Space Program),
certainly the replacement should not cost $28K.

2, Look for economies of scale.

This ESR highlights the need to make certain changes in Pad A and Pad B configurations

simultaneously rather than one at a tme. Had we done that, the incremental cost of the
device for Pad A could have been of the order of $5K rather than $28K.

K11794. An Additional Winch to Recover from ESPIECP Platform Tilt
1. Counting benefits that are impossible to obtain through the proposed ESR.

This ESR estimates the payback period for its investment to be .067 months (or two days)!
To me this ESR represents the case of a carelessly exaggerated claims. An assumpton
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underlying this claim is that by recovering from a dlt of the ESP/ECP platform we will save
the cost of an SSME ($60M). The fact is, the damage due to the tilt would be already done
and straightening out the platform will not in itself save the SSME. We will have to undertake
all the necessary repairs, and tests as well. If having an additional winch would prevent a
potental tilt, then we could count the avoided damage times the probability that the damage
would occur in the absence of the new winch as a saving due to this ESR.

Another implied assumption in this payback calculation is that a ESP/ECP platform tlt will
occur with certainty. Although with aging winches, the probability of a dlt occurring is
increasing, I would say that it is still of the order of one in a hundred.

Yes, we need to refurbish our aging winches, but this is hardly a radonal way of justifying
that. I am most surprised that the steering committee did not challenge these payback
calculations.

2. Inadequacy of the cost assessment worksheet

It 1s clear that 4-M's design of the Cost Assessment Worksheet cannot accommodate the
capture of all relevant risk and benefits associated with this ESR.

3. Why insist on an exact duplicate of existing winches?
I am told that for the $340K cost of this ESR, instead of buying one winch that duplicates
existing winches in form and function, one could easily buy four commercial off-the-shelf

(COTS) winches that incorporate better technology and avoids single point failures.

Such a purchase of four new winches would allow us
a) to use them together for the safest hoisting of crucial loads, and
b) to disassemble, inspect, and refurbish at least ten of the existing twelve winches,
with parts to spare from the other two.

4. The option generating nature of CRAVE.
The suggestion in Comment 3 above shows that the CRAVE methodology not only helps in
the assessment of a given ESR, it has the potential to generate better options.

K15783. KU-Band DEMOD Replacement.
1. Internal inconsistency.
On the cne hand, this ESR claims a processing improvement of more than 24 hours of serial
flow ume. On the other hand, it says that there will be no monetary payback. This seems

inconsistent. Surely there must be a quantfiable lower bound on the value of a 24-hour serial
flow improvement.
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2. The importance of establishing upper and lower bounds on the values of certain
types of benefits.

It seems important that a trained cost-benefit analyst should establish upper and lower bounds
for the value of the various categories in the Processing Impact/Improvement factor. This is a
very doable task, and it should help us in more rigorous and quantitative assessments of many
ESRs.

3. Work around possible.

As it turns out, this ESR will not contribute to an improvement of 24 hours of serial flow
time. This is because when the DEMOD does not work, we do have a way to communicate
between firing room and OPF. The trouble is that communication involves routing through
JSC and satellite, etc. Commercially, such a communication could cost as much as $100 per
minute. Luckily, NASA does not have to pay anybody for this communication. However,
we may be impeding or slowing down other vital communication that uly needs the satellite
system. Considering all these factors and the fact its estimated cost is $305K, T found this
ESR to be the most difficult one to decide on.

K15505. Additional HPD Platforms
1. We must develop a simpler and speedier low cost mod (LCM) process.

This is one of the least costly ($4K) of the ESRs I studied. It seems unfair to burden such
low cost proposals with the same degree of rigor of assessment and rank-ordering as ESRs
costing ten or a hundred times its cost

2. Estimate minimum benefits in quantitative terms.

Although this ESR made no attempt to calculate its payback period, it would have been easy
to obtain a lower bound on the benefits and an upper bound on that payback. Given that two
injuries have occurred during the last two years, the average cost of these injuries can be seen
as the minimum savings brought by this ESR. Of course, one of my presumptions is that we
_have reasonable records from Personnel Department to be able to estimate the costs of those
injuries.

3. If I must rank-order the sample of ESRs I have studied:
Considering the facts that

a) we have already spent the money for the design of the platiorms,
b) the incremental costs of the remaining work are so small, and
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c) itwil avoid the types of imjuries to workers that have occurred twice during the
last two years,
this ESR would be my Priority #1.

4. Why re-evaluate?

What I do not understand is why this ESR is being re-evaluated at this stage. The original
version of this ESR calling for the design and implementation was estimated to cost $35K,
and we have already done the design work. I would have assumed that implementation of
that design would not be a new decision point!

15836. Replace Diver Operated Plug (DOP) sin 4
1. Reasonably quantifiable costs, risks, and benefits.
This a good example of ESRs whose costs, risks, and benefits are reasonably quantifiable.
The use of the 4-M ESR score in such cases would be totally inappropriate. The sole
criterion for rank-ordering among these ESRs should be the payback period—the shorter the
better.
2. Benefits overestimated.
This ESR claims a payback in seven months by estimating an annual saving of $103K when
the cost of a new DOP is only $58K. Based on available information, I would re-estimate the

benefits as below:

The last time DOP s/n 4 failed was two years back. So let us assume that its probability of
failure in a year is 0.5. In the event of a failure, we would spend

One day of sea labor $7,700
One day of sea boat rental 5,000
PR Generation & Disposition 1,600
Materials & Labor to Fix DOP s/n 4 19.800

$34,100

Thus, assuming that a new DOP will have zero probability of failure, the purchase of a new
DOP will help us avoid a cost of $34K with a probability of 0.5. Hence, the expected savings
are (.5)(34K) = 17K per year. This gives us a payback of 41 months.

To the extent that the probability of DOP s/n 4 failing goes up from year to year, the payback

period may be shorter than my calculation indicates. But certainly it is not as short as seven
months. Of course, as I have indicated elsewhere, if the payback is four years or less, T
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consider an ESR to be desirable. Such ESRs should be prioritized in the increasing order of
their (correctly esimated) payback periods. '

3. Look for economies of scale.

Here is another example illustrating the need to take advantage of economies of scale. We
will need one more DOP within a year or two. It would be considerably cheaper if we
ordered two at a time, rather than one now and one a year or two later.

4. The need for a qualified analyst to assist GSWT Steering Committee.
I do not expect a steering committee to be able to do the kind of reassessment of benefits I
have done in Comment 2 above. I believe that if we are serious about incorporating cost-
effectiveness considerations in our ESR prioritization, the steering committee must be
assisted by a properly trained and impartal analyst whose charge is to challenge the GSWT
teamns' logic and the numbers on each ESR.
K15818. Digital Control Cards for LOX Pumps

1. An ESR we cannot afford not to invest in.
This ESR proposes to spend $46K in order to save three cold flows (LOX) per year, worth
$25K per flow. Assuming these numbers are correct, KSC must take $46K from its liquid
oxygen (LOX) budget to fund this ESR immediately, so that we will save $29K this year and
we will have $75K extra in future years for other desirable projects.
2. Use the right funding source.
As I see it, this ESR should be funded from the LOX budget. It should not compete with
other ESRs for other sources of funds. Any comparison of this ESR with other ESRs would
be unfair to both.

K14515. Prime Backup HGDS Infinite Zero Gas Source
1. Not on GSWT steering committee's priority list, very correctly.

This ESR is not one of the Top 17 on TV's list, but it is on the "open ESR" database. Yet, 1
have included it in this review primarily because I want to make the following points.

2. Reasonably quantifiable costs and benefits.

_From the data on this ESR, it seems clear that the costs, risks, and benefits are reasonably
quantifiable, and hence payback ought to be the sole criterion for this ESRs rank-ordering.
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3. An ESR that deserves to be rejected once and for all, closed, and deleted from
the database.

This ESR proposes to spend $118K to be able to use facility GN2 gas in place of ultra pure
GN2 in everyday standby purge operations, so as to obtain an estimated savings of $7K per
year. There are no other intangible benefits associated with this ESR. Thus, this ESR will
take 16 years to payback!

I believe that such ESRs ought to be rejected once and for all, closed, and deleted from the
"open ESR database” so that the GSWT steering committee is not burdened with its
consideration year after year, and our computer systems are not burdemed with carrying
unnecessary data.
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