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Because of the one-time nature of typical decision-analysis
projects, organizations often have difficulty identifying and
documenting their value. Based on Eastman Kodak Company’s
records for 1990 to 1999, we estimated that decision analysis
contributed around a billion dollars to the organization over
this time. The data also reflect the many roles decision analysis
can play. Aside from its monetary benefits, it promotes careful
thinking about strategies and alternatives, improved under-
standing and appreciation of risk, and use of systematic
decision-making principles.

Without doubt, management science
and operations research (MS/OR)

add value to organizations when used
well. Authors describing applications in
Interfaces routinely document value added.
Recently, authors have combined MS/OR
with information technology to create stra-
tegic advantages with striking results in a
variety of industries [Bell 1998a, 1998b].

Despite the documented success of
MS/OR in general, the value of decision
analysis (DA) is more difficult to demon-

strate. In part, this is because many DA
projects are one time only. As a result, it is
not easy to measure the value of the cho-
sen course of action relative to paths not
taken. If a firm uses DA to decide which
market to enter, for example, it is difficult
to measure the value of the analysis. Even-
tually the firm will realize earnings from
the new market, but it can only estimate
earnings that might have come from mar-
kets it did not pursue.

While decision analysts have difficulty
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measuring the dollar value of one-time
DA projects, they also commonly believe
that DA adds value beyond the bottom
line. Such contributions include facilitating
discussions among stakeholders with dif-
ferent preferences, providing a common
language for discussing elements of a deci-
sion problem and focusing on specific dis-
agreements, and helping to build consen-
sus, which in turn speeds implementation.
Such contributions can improve the over-
all functioning of the organization, thereby
contributing to the bottom line. However,
measuring their value is problematic.

One method is to use an expected-
value-of-modeling approach. As analysts
typically do in DA to calculate the ex-
pected value of information, they can con-
sider ex ante the difference in expected
value between the DA-recommended al-
ternative and the organization’s preferred
alternative without analysis. Brown [1994],
Kiesler [1992], Nickerson and Boyd [1980],
and Watson and Brown [1978] have taken
this approach. Although normatively com-
pelling, this approach is difficult to put
into practice because of the difficulty of
judging in advance what an analysis may
recommend.

Many researchers and practitioners
avoid the problem of measuring DA out-
comes entirely by focusing on the process.
That is, instead of trying to show that us-
ing DA leads to better organizational per-
formance (for example, profits or share-
holder value), they focus on the quality of
the decision-making process itself. For ex-
ample, Matheson and Matheson [1998]
took this approach in describing nine prin-
ciples that they believe characterize the
decision-making process in “smart” orga-

nizations. A typical reason given for such
a focus is that process and outcome in de-
cision making are disconnected; even a
good decision process can be followed by
an unlucky outcome. Nevertheless, we be-
lieve that people and organizations work
to improve their decision processes pre-
cisely because they hope to improve their
chances of getting a preferred outcome or
achieving their objectives. Matheson and
Matheson [1999] presented preliminary
data suggesting a positive correlation be-
tween their “organizational IQ” measure
and financial performance.

Inability to document the bottom-line
value of DA has hampered some analysts as
they have tried to gain acceptance for DA
within their organizations. Although

Analysts have difficulty
measuring the dollar value on
one-time decision-analysis
projects.

analysts have performed many successful
applications and published accounts of
them (many in Interfaces), the evidence for
DA’s value remains largely testimonial and
unsystematic. To help fill the gap, we de-
scribe a data set based on 178 DA projects
performed for Eastman Kodak Company
from 1990 to 1999. We collected these data
in an ad hoc way rather than as part of a
scientific study, and so we do not claim
anything more than an interesting retrospec-
tive view of the contributions DA made
during this period. In several cases, the data
document specific dollar values associated
with the analysis and allow us to estimate
the incremental value of the analysis per-
formed. In many other cases, the projects
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may not have led to quantitatively measur-
able outcomes but nevertheless contributed
to the firm in some way. Overall, the data
reveal much about the role that DA has
played in the organization.
Decision Analysis at Eastman Kodak
Company

Eastman Kodak Company, headquar-
tered in Rochester, New York, is the larg-
est manufacturer of photographic prod-
ucts in the world. In 1998, Kodak held
assets worth $14.7 billion. Kodak’s 1998
sales of $13.4 billion came from four major
businesses: consumer imaging ($7.2 bil-
lion), Kodak professional ($1.8 billion),
health imaging ($1.5 billion), and other
imaging ($2.9 billion), which includes en-
tertainment imaging, digital and applied
imaging, document imaging, Eastman
software, and customer service. Kodak is a
worldwide company, with business opera-
tions on all continents and manufacturing
facilities in nine countries.

Over the past few years, the growth of
the digital business; competitive actions,
such as pricing, private label, and new
product offerings; and heightened expecta-
tions from shareholders have challenged
company management. In addition, envi-
ronmental regulations and a strong com-
mitment to environmental responsibility
have led to high expenditures. Like many
US companies, Kodak downsized consid-
erably during the 1990s.

The industrial engineering department,
now combined with a statistics group and
called the productivity and quality im-
provement division (PQID), numbers
about 100 people (down from some 400 in
1988) and reports to the US and Canada
region manager who reports to the presi-

dent and COO. The strategy and decision-
analysis group is a small part of one unit
within PQID.

Decision and risk analysis (D and RA), a
specific form of DA, was introduced at
Kodak in the early 1980s under the direc-
tion of Terry Faulkner, assistant to the di-
rector of research and development. His
staff was contracted from the industrial
engineering department, which was then
part of the management services division
(MSD). In 1988 his staff totaled 11. Kenny
Oppenheimer of Decision and Risk Analy-
sis, Incorporated, trained the staff in D
and RA methodology. Most members of
the group held engineering degrees. One
had a degree in applied math and another
in statistics. Several held master’s degrees,
often MBAs. One had a doctorate.

The group’s original mission was to an-
alyze Kodak’s research and development
(R and D) portfolio. The company’s
business-unit (BU) structure had been
formed in the mid-1980s; the group sought
to work through the BU’s product R and
D portfolios one at a time. It directed a
similar effort toward process R and D.

With the publication of “Strategic in-
tent” [Hamel and Prahalad 1989] and “The
core competence of the corporation”
[Prahalad and Hamel 1990], the D and RA
group shifted to facilitating cross-
functional corporate teams to create strate-
gies and identify competencies on which
to focus. Around the same time, with the
advent of digital technologies, the com-
pany had to decide how to balance its ef-
forts between analog and digital portfolios
and between media and equipment port-
folios, and among various segments of the
imaging chain (capture, store, transmit,
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output).
In a 1991 downsizing and reorganization,

the company reduced the size of the D and
RA group. Terry Faulkner moved on to
other responsibilities, eventually becoming
the director of strategic initiatives reporting
to the CEO. Promotions into managerial
positions in the business units, transfers to
other functional areas of the company, and
retirements decimated the unit. Only two
of the original 1988 industrial engineers re-
mained, and they continue to work as deci-
sion analysts today. During the 1990s, sev-
eral other industrial engineers joined the
group, but they have since moved to other
jobs, retired, or left the company.

Since 1992, the two remaining analysts
have worked on an assignment-by-
assignment basis, relying on clients’ word-
of-mouth recommendations and their rep-
utations to generate projects. One of these
analysts spent the majority of his time on
strategy and scenario planning while the
other (Kwit) spent most of his time on D
and RA before retiring in 2001. Occasion-
ally, they undertook assignments that
were not strictly D and RA, sometimes to
serve on teams that would eventually
need D and RA or to fill temporary needs
for industrial engineers. They served as a
corporate resource and, as such, were not
attached to a business unit or functional
area.
The Data

Robert Kwit undertook and kept records
for 178 projects from 1990 to 1999 (Table
1). The projects include many kinds of
work, including strategy development,
vendor selection, technical-manufacturing-
process analysis, new-product brainstorm-
ing, product-portfolio selection, and

emission-reduction analysis. For reasons of
confidentiality, we do not list project titles
or details. These 178 projects cover a total
of 14,372 hours of analyst time over the 10
years. In addition, not included in the list
are another 130 hours for miscellaneous
small projects and 1,384 hours spent de-
veloping and delivering D and RA courses
for Kodak managers and staff.

Over the 10 years, data-collection and
record-keeping procedures changed: (1)
the managers of the division to which In-
dustrial Engineering reported changed
their ideas about what value data to keep,
(2) the analyst took the initiative to im-
prove records, and (3) the nature of the
work changed. For the first three years, for
example, quantitative data about the value
of alternatives were lacking because the
work was primarily strategic and qualita-
tive. Data about the perceived value of the
projects, however, were collected until
1994. From 1994 to 1997, the division col-
lected data but used three different survey
forms based on direction from the parent
division. Beginning in 1998, the parent di-
vision again changed emphasis and no
longer requested client-perceived value
data.
The Nature of the Projects

The 178 projects varied considerably in
duration (Table 2). The shortest projects
took less than 20 hours and were com-
pleted within a few weeks. The longest
projects took the better part of a year, both
in days duration and in analyst hours. The
median project lengths of 54 days and 46
hours are representative. Fifty percent of
the projects fell between 27 and 110 days,
or between 21 and 90 hours.

The projects were predominantly D and
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Project effort Decision analysis projects

Days duration Analyst hours Project type Number

Mean 77.7 80.7 D&RA 83
Standard deviation 74.4 112.9 Strategy 28

Modeling 19
Minimum 1 4 Portfolio analysis 12
25th percentile 27 21 Trade-offs 9
Median 54 46 Project management 7
75th percentile 110 90 Facilitation 4
Maximum 357 792 Risk analysis 6

Workflow analysis 2
Scenario development 2
Potential problem analysis 2
Other 4

Table 2: We calculated descriptive statistics for the duration in days and number of analyst
hours for our 178 projects. The table also shows the different types of projects and their fre-
quency.

RA and strategy (62 percent). Moreover,
the very largest projects are overwhelm-
ingly D and RA and strategy; of the 13
projects that took more than 200 hours; 11
were one of these two types. The top five
project types (D and RA, strategy, model-
ing, portfolio analysis, and trade-offs)
made up 85 percent of the projects. They
account for 87 percent of the total hours.

Despite the predominance of the top
five project types, the variety of types
listed and the descriptions of the results
show that Kodak’s D and RA group per-
formed a wide variety of tasks related to
decision making. Although not reported
here in detail, these projects represent
work done for 30 different units at Kodak.
Particularly heavy users were the media-
manufacturing functional unit, the utilities
functional unit, and the professional busi-
ness unit. They accounted for almost 50
percent of the projects.
The Value of the Projects

Valuing DA projects can be problematic.

We measured the incremental value of
each analysis on the basis of expected net
present values (ENPV) of the alternatives
analyzed. Thus, we evaluated the alterna-
tives as of the time the decisions were
made but before any outcomes occurred.
This is the final point at which we had
parallel value estimates for the alterna-
tives; waiting for real outcome results
would have led to an actual value only for
the chosen alternative.

One way to estimate the bottom-line
contribution of DA would be to calculate
the difference between the ENPV of the
DA-recommended alternative and the
ENPV of the momentum strategy, the al-
ternative that the firm would have fol-
lowed without analysis. Although this
may appear to be the best approach, it has
drawbacks. For example, it requires identi-
fication and evaluation of the momentum
strategy, which may not be apparent, es-
pecially if the problem concerns new tech-
nology, markets, or products. If a momen-
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tum strategy can be identified, subsequent
modeling and analysis may reveal previ-
ously hidden uncertainties or downstream
options, and it may not be obvious how
the momentum strategy would react to
these. (If DA recommends the momentum
strategy, its contribution to the bottom line
would be calculated as zero. However,
this would ignore any nonquantitative
value of the DA project, such as providing
better justification or improving communi-
cation and corporate commitment.)

Our data set does not include documen-
tation of the momentum strategy, so we
considered three other measures that
range from conservative to liberal esti-
mates of the value of a project:

V � ENPV (best alternative)1

� ENPV (second best alternative),

V � ENPV (best alternative) � Average2

[ENPVs for all alternatives],

V � ENPV (bestalternative) � Average3

[ENPVs for all alternatives

except the best].

V1 is the most conservative estimate,
essentially assuming that without the
analysis, the firm would have chosen
the second-best alternative (as ranked
by ENPV). V2 and V3 also can be inter-
preted in suitable ways. In these two
cases, the average of ENPVs repre-
sents an average of what the decision
maker might have achieved without
modeling and analysis. V2 includes the
best alternative in the average, whereas
V3 does not; V3 essentially assumes
that the best alternative (after analysis)
would not have been chosen without

analysis. Thus, V3 is the most liberal
estimate of the value of DA among the
three that we considered, while V2 oc-
cupies the middle ground.

For 38 of the 178 projects, our records
included the ENPV for each alternative
considered. Although not shown here, the
38 projects varied widely in the ENPV of
alternatives considered, ranging in magni-
tude from $100 thousand to over $2 bil-
lion. (Table 1 shows the calculated values
according to our three measures.)

For the conservative V1, the average per
project is $6.65 million (M), standard devi-
ation $12.26M, and total (for all 38 proj-
ects) of $253M (Table 3). This contrasts
with the corresponding figures for V2 (av-
erage $12.82M, standard deviation
$35.03M, and total $487M) and the more
liberal V3 (average $16.35M, standard de-
viation $41.81M, and total $621M). All
three distributions are somewhat skewed:
For example, the minimum for V2 is 0,
25th percentile $0.6M, median $2.4M, 75th
percentile $9.3M, and maximum $209M.

The calculations above include all 38
projects. Project 99-12, however, was an
extreme outlier. Its alternatives had the
largest ENPVs (all six well above $1.5 bil-
lion), giving V1 � $59M, V2 � $209M,
and V3 � $251M. Because of the effect
that this project had on the average and
standard deviation of V1, V2, and V3, we
also calculated these summary measures
excluding Project 99-12. Excluding 99-12,
we obtained average per-project values of
$5.24M, $7.52M, and $10.02M for V1, V2,
and V3, respectively, and similarly de-
flated standard deviations.

From any perspective, these data repre-
sent substantial added value to the organi-
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ENPV measures ($M)
n Average Standard deviation Estimated total value

V1 38 (37) 6.65 (5.24) 12.26 (8.73) 253
V2 38 (37) 12.82 (7.52) 35.03 (12.85) 487
V3 38 (37) 16.35 (10.02) 41.81 (15.21) 621

Perceived value measures
n Average Standard deviation Estimated total value

Estimated value added ($M) 39 1.14 2.96 44.64

n Ratio � 1 Ratio � 1 Ratio � 1

Value/cost ratio 54 1 12 41

n Level � 5 Level 5–7 Level � 8

Satisfaction level 56 1 12 43

Table 3: Projects for which alternatives were evaluated using ENPV are included in the top part
of the table, where V1 � ENPV(best)� ENPV(second best); V2 � ENPV(best)� Aver-
age(ENPV); V3 � ENPV(best)� Average(ENPV except best). Numbers in parentheses for V1,
V2, and V3 exclude the outlier project 99-12. Client estimates of value summarized in the lower
part of the table include dollar values of DA projects as estimated by the client, estimated
value/cost ratio, and satisfaction level (on a 10-point scale, where 1 � very dissatisfied and 10
� very satisfied).

zation. Assuming that the cost of main-
taining an analyst over the 10 years was
about $1.50 million (or $150K per year),
the total value added by these 38 projects
was over 300 times the cost, based on
measure V2. Excluding Project 99-12, the
remaining 37 projects were still worth (by
V2) more than 185 times the cost.
Nonquantitative Results

The quantitative results discussed above
arose from only 21 percent of the 178 proj-
ects. What about the others? DA contrib-
uted to the organization in many ways
(Table 1). Practicing analysts know that
projects do not always lead to complete
evaluation of fully developed alternatives.
For example, in some Kodak projects the
analysts developed weighted-scoring sys-
tems. In others, they proposed strategies
or portfolios. In some projects, analysts fa-
cilitated discussion among managers or

stakeholders. In a few projects, they only
structured a model that managers used for
subsequent analysis. Some projects re-
quired only scenario development, brain-
storming alternatives, or developing strat-
egy tables.

Although the projects in Table 1 are or-
ganized by year (and by far the majority
of projects were completed within a year),
six led directly to later projects (94-8, 94-
12, 96-3, 96-19, 97-19, and 98-15). Many
more were interrelated. Satisfied clients re-
turned for follow-up projects or analyses
of related problems or passed on favorable
reports to colleagues, thereby leading to
further related studies.

Not all of the projects listed in Table 1
were completed. Beginning in 1994, 16
projects were not completed, typically be-
cause client focus changed. Other reasons
include client transfer, illness, cut-back of
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funds, or the client’s making a gut choice
before the project was completed.

We extrapolated from our quantitative
results to estimate the total value to Kodak
of all DA efforts over the 10 years. We
used an average of $7.52 million per proj-
ect (based on V2 and excluding Project 99-
12) to estimate the value of the 140 non-
quantified projects. Using this approach,
we estimated that the total value to Kodak
of all 178 projects was $1.45 billion. Using
V1 or V3 instead of V2, we obtained corre-
sponding estimates of $923 million and
$1.90 billion, respectively. More conserva-
tively, we could discard the 16 projects
that were not completed and assume that
the remaining 124 without quantitative re-
sults were worth on average (per project)
75 percent of the 37 completed projects
(again excluding 99-12) with quantitative
results. By doing so, we obtained total val-
ues of $740 million with V1, $976 million
with V2, and $1.30 billion with V3.
Value to the Client

For 58 of the projects, we had data re-
lated to clients’ perceived value. The firm
collected these data sporadically and in a
variety of ways over the years. In all cases,
though, analysts tried to help clients think
about the various ways in which the proj-
ects could add value. The appendix shows
the form used in 1995. Analysts asked
their clients, in filling out this form, to
consider such dimensions as cycle time for
decision making, quality of plans, imple-
mentation speed and effectiveness, and
learning of skills on the part of the client.
Other sources of value (included on other
versions of the feedback forms used at
other times) included effectiveness of
framing the problem, provision of neces-

sary analytical skills, improvements in the
decision-making process (for example,
communication and consensus building),
and the effects on inventory, project cost,
safety, and other intangibles.

The clients’ estimates of value for 39
projects range from $2,000 to over $14 mil-
lion, with an average of $1.14 million,
standard deviation of $2.96 million, and a
total of $44.64 million (Table 3). The con-
trast with the much higher value estimates
based on ENPV is striking, even in com-
parison with the conservative V1. A partial
explanation for this contrast may be that
V1, V2, and V3 yield positive values for DA
as long as the ENPV of the best alternative
is more than the ENPV of the second best.
If it were possible to identify the momen-
tum strategy and it turned out to be the
best strategy, however, it could be argued
that the value of the analysis should be
zero. Another explanation for the lower
client estimates is that decision makers
may, in hindsight, believe that they knew
the best alternative all along, even before
any analysis.

Over 54 projects, clients judged that 41
had value greater than cost, and only one
had a value lower than its cost (Project 94-
24, which was not completed because of
illness). Of those with quantitative esti-
mates, the ratios range from a minimum
of 0.5 to a high of 1,400.

Clients assigned only one project out of
56 a rating less than five (again Project 94-
24) on a 10-point satisfaction scale, and
and they rated 43 at eight or better.
Conclusion

DA can be extremely valuable. Even
with the limited amount of data we have,
and even though the data reflect the mess-
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iness of collecting field data in an ad hoc
way over 10 years, the data clearly show
that DA adds value. We have documented
at least (by V1) $253 million in added
value for projects that led to quantitative
results, and we estimated that all the proj-
ects taken together may have added well
over $1 billion.

Our data also paint a rich picture of the
nature and variety of the contributions of
DA beyond the direct dollar contribution.
Future researchers might try to identify
appropriate organizational dimensions
that represent such intangibles, along with
scientifically valid questionnaires for mea-
suring value along these dimensions.

The data further show a realistic picture
of the nature of real-world DA projects.
Some are completed and are models of
what can be done, but many others are
limited in scope. Some are aborted for a
variety of reasons, often because a client’s
focus changes. The latter suggests two
things. First, analysts must be nimble to
provide analytical support quickly enough
to be useful. Second, organizations must
have realistic expectations of DA; not all
efforts work out perfectly, especially when
it comes to developing and analyzing new
strategic possibilities for a firm in a rap-
idly changing environment.

Finally, we wish to emphasize the diffi-
culty of collecting and maintaining a data-
base over many years. We were fortunate
to have substantial records, largely as a re-
sult of one analyst’s efforts over the 10-
year period. Analysts wishing to track the
value of DA contributions in their firms
should document the value of all DA proj-
ects and develop an effective record-
keeping process. To show the value added

by DA, they must gather appropriate
documentation for every project. Data to
capture include
—Project title, description, and client;
—Start and end dates;
—Analyst hours and cost per hour;
—If practical, identification (and early
documentation) of the momentum
strategy;
—ENPV (or similar) for each alternative
studied (if the results are so quantified);
—Results or benefits described verbally
(drawn from a standard questionnaire);
and
—Client feedback after the decision but
before implementation or outcome.

It may be tempting to try to improve on
the system over time, but analysts should
keep in mind that inconsistencies can
make the data less useful. Hence, it is
worthwhile at the outset to put thought
and effort into designing the system.

To implement the system, analysts must
establish effective record-keeping proce-
dures and follow them consistently year
after year. All analysts must be trained,
motivated, and supported in the data-
collection process, and clients should be
educated in the importance of the data-
collection discipline. An effective process
further includes management of personnel
turnover in the analysis group. As new
analysts are hired, they must be trained,
and as analysts leave, their records must
be secured.

What does the future hold for DA at
Kodak? Robert Kwit retired in 2001, and
the other analyst is nearing retirement.
They have been effective in proliferating
DA concepts, and some individuals in the
company use these techniques. Neverthe-
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less, no successors for these analysts have
been identified.

Kodak has no mandate that its em-
ployees must use DA techniques for re-
search or capital-program evaluations.
Project leaders rather than vice presi-
dents are the typical initiators of DA
projects. This makes it unlikely that ana-
lysts will apply DA and consistently col-
lect data for evaluating the DA process.
Kodak’s commitment to a standard orga-

nizational decision-making protocol
could improve this situation. For exam-
ple, General Motor’s dialogue decision
process [Barraba 1994; Matheson and
Matheson 1998] is such a protocol.
Sharpe and Keelin [1998] describe a simi-
lar one for SmithKline Beecham. Adopt-
ing such a protocol would facilitate the
collection of evaluation data and ensure
that the organization follows good
decision-making practice.

APPENDIX
IE Contract Closing/Feedback Form

Please help complete this form in order to improve the quality of services we provide.

Engineer, please fill in the following:

Client: Actual Completion Date:
Project: Actual Cost ($):
Engineer:

Client and Engineer, please fill in the following:
A. What did MSD do that added real value to the outcome of your project? (What

changed in your organization due to MSD’s intervention?)

B. Considering the effect on unit cost, inventory, capital cost, project cost, safety, capa-
bility transfer and other intangibles, how would you classify the value received rela-
tive to the cost of the job? (check one)

Value� Value� Value�
Cost Cost Cost

C. If value � cost, what is the approximate value/cost ratio?

D. What could we have done that would have improved our service?

E. What is your overall satisfaction with the services provided by MSD on this contract?
(check one box)

1 2 3 4 5 6 7 8 9 10
Very
Dis-
Satis.

Dis-
Satis.

Neither Satisfied Extremely
Satisfied

Engineer, please fill in the following:

F. Engineer’s Satisfaction
1 2 3 4 5 6 7 8 9 10

Very
Dis-
Satis.

Dis-
Satis.

Neither Satisfied Extremely
Satisfied
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G. Learnings from this assignment were

H. Quality design review concluded? YES NO
Was the QDR valuable to you? YES NO

I. Client value being sustained:
quantitative measures:

Estimating the “Value/Cost” Ratio
(included as instructions with the Closing/Feedback form above)

—The Problem: In planning consultation where project value is often in the future, it is
difficult to precisely quantify the added value due to MSD’s [Management Services
Division] involvement in the planning effort. What we are trying to assess is the
incremental value brought by the MSD consultant.

—Here’s how we recommend you go about the assessment of MSD incremental value:

—First think about the principal sources of incremental value:
Faster cycle time to arrive at a plan
A better plan as a result of MSD’s contribution
Better consensus leading toward more effective/faster implementation
Transfer of process planning skills to the client

—Think about and imagine how the effort would have gone without MSD’s help. Recall
similar efforts unsupported by MSD.

—Now think about how this did progress with MSD’s help.

—How much would you be willing to pay for the incremental value considering the
sources of value noted above? (Iterate within a very low to a very high initial interval,
narrowing it until you converge on the point of comfort within the interval.) See
example below.

Would you pay $1? Of course!
How about $10,000,000? You’ve got to be kidding.
How about $100? It’s certainly more than that.
What about $1,000,000? Still too high.
Was it worth $10,000? I’ve got to think about that. No. Still too low.
How about $500,000? Too high
Try $100,000? Getting close

—Compute the ratio of assessed value to the MSD cost (Value/MSD cost).

References
Barraba, V. 1994, Meeting of the Minds, Harvard

Business School Press, Boston, Massachusetts.
Bell, P. C. 1998a, “Strategic operational re-

search,” Journal of the Operational Research
Society, Vol. 49, No. 4, pp. 381–391.

Bell, P. C. 1998b, “Strategic OR/MS,” OR/MS
Today, Vol. 25, No. 6, pp. 24–29.

Brown, R. V. 1994, “The role of statistical deci-
sion theory in decision aiding: Measuring de-
cision effectiveness in the light of outcomes,”

in Aspects of Uncertainty, eds. P. R. Freeman
and A. F. M. Smith, John Wiley and Sons,
Chichester, England.

Hamel, G. and Prahalad, C. K. 1989, “Strategic
intent,” Harvard Business Review, Vol. 67, No.
3, pp. 63–76.

Kiesler, J. M. 1992, “A framework for organiza-
tional decision analysis,” PhD dissertation,
Harvard University, Cambridge,
Massachusetts.

Matheson, D. and Matheson, J. 1999, “The link



EASTMAN KODAK

INTERFACES 31:5 92

between organizational intelligence and busi-
ness results,” presentation at INFORMS
Philadelphia meeting, November.

Nickerson, R. C. and Boyd, D. W. 1980, “The
use and value of models in decision analy-
sis,” Operations Research, Vol. 28, No. 1, pp.
139–155.

Prahalad, C. K. and Hamel, G. 1990, “The core
competence of the corporation,” Harvard
Business Review, Vol. 68, No. 3, pp. 79–91.

Sharpe, P. and Keelin, T. 1998, “How Smith-
Kline Beecham makes better resource-
allocation decisions,” Harvard Business
Review, Vol. 76, No. 2, pp. 45–52.

Watson, S. R. and Brown, R. V. 1978, “The
valuation of decision analysis,” Journal of the
Royal Statistical Society, Series A, Vol. 141, Part
1, pp. 69–78.

Nancy L. S. Sousa, General Manager,
New Businesses, VP Health Imaging, East-
man Kodak Company, 1700 Dewey Ave-
nue, Rochester, New York 14650-1828,
writes: “. . . Decision and risk analysis has
made significant contributions to Eastman
Kodak. The application of decision and
risk analysis has contributed value in ex-
cess of what can be quantified. The contri-
butions are valued several ways:

• Quantitatively—understanding the dol-
lar value difference associated with choices,

• Improved planning—resulting through
improved communications among team
members,

• Better risk management—through
early identification of risk factors, assump-
tions, and contingency planning.

“As General Manager, New Businesses,
VP Health Imaging, Eastman Kodak, I en-
courage all of the business planners to use
the decision and risk principles and pro-
cesses as part of evaluating new business
opportunities. The processes have clearly
led to better decisions about entry and exit
of businesses.”


