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Two Illustrations and the Answer

Hlustration 1: Each Outcome is Equally A
Fun Problem — What would you do?
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A local coffee shop has a price policy based on the
toss of a die. The guest pays one dollar for each spot
face up. How would you budget for this cup of
coffee? Statistically, one might argue to budget for
$3.50, although it is impossible that this be the actual
outcome. Individuals might invent creative ways to

budget this and probably few would be the same.
Problems Identified

How should the employee predict how much the

coffee would cost?

How can the manager know how close the prediction

is to the likely final cost?

If an outside review is required, how would they

know how the estimate was derived?

Ilustration 2: Possibilities are Known and the
Selection is Not Known

A traveling sales agent is planning a four city tour. Intercity
travel can be by bus, train or air and the sales agent will select
the ‘best” method depending on cost, available time and
potential profit at the destination. Statistically, there are 243
different route combinations. The sales agent does not know
which will be the final combination, how should the budget

projected cost be calculated?
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e  WhaWhat is the ‘correct’ cost to budget . Is it

minimum, maximum, average, most likely or another

e How likely or how much over or under the projected

costs could be expected?

e Can it be proved that the projected cost is reasonable?

The CRIMS Innovation

CRIMS uses probability to calculate total project
cost. Project budgeting used to consist of
predicting (crystal ball) the cost of activities. A
more accurate method is to use estimating ranges.
These ranges can be used to build a matrix of

billions of possible scenarios.

Great Budget patent pending technology builds a
model to simulate different scenarios and
accurately predicts the total cost of the project.
This can be accomplished without predetermining

an exact cost of each activity.

Great Budget Software and TurboBudget are
products that build an accurate budget based on the
scenarios. The products collect activity ranges and
build a table of probability based on many of the

billion possible scenarios.
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This is accurate project budgeting



