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PREFACE 

This book presents the principles and techniques of managing engineering and con- 
struction projects from the conceptual phase, through design and construction, to 
completion. It emphasizes project management during the early stages of project de- 
velopment because the ability to influence the quality, cost, and schedule of a proj- 
ect can best be achieved during the early stages of development. Most books discuss 
project management during construction, after the scope of work is fully defined, 
the budget is fixed, and the completion date is firm. It is then too late to make any 
significant adjustments to the project to improve quality, cost, or schedule to bene- 
fit the owner. 

Although each project is unique, there is certain information that must be identi- 
fied and organized at the beginning of a project, before any work is started. Numer- 
ous tables and graphs are presented and discussed throughout this book to provide 
guidelines for management of the three basic components of a project: scope, 
budget, and schedule. Throughout this book, achieving project quality to meet the 
owner's satisfaction is emphasized as an integral part of project management. 

This second edition of the book has three new chapters: Working with Project 
Teams, Early Estimates, and Design Proposals. The topics in these chapters are ex- 
tremely important to achieving a successful project. These topics are covered from 
the perspective of the engineer who is employed with either the owner's organiza- 
tion or the design firm. 

The intended audience of this book is students of university programs in engi- 
neering and construction. It is also intended for persons in industry who aid the 
owner in the feasibility study, coordinate the design effort, and witness construction 
in the field. A common example is used throughout this book to illustrate project 
management of the design and construction process. 

This book is based on the author's experience in working with hundreds of proj- 
ect managers in the engineering and construction industry. Much of the information 
in this book is based on formal and informal discussions with these project man- 
agers, who are actively involved in the practice of project management. Although 
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the author has observed that no two project managers operate exactly the same, 
there are common elements that apply to all projects and all project managers. The 
author presents these common elements of effective project management that have 
been successfully applied in practice. 

McGraw-Hill and the author would like to thank Martin Fischer of Stanford Uni- 
versity and C. William Ibbs of the University of California at Berkeley for their 
many comments and suggestions. The author would also like to thank the many 
project managers in industry who have shared their successes, and problems, and 
who have influenced the author's thoughts in the development of this book. Finally, 
the author greatly appreciates the patience and tolerance of his wife, Jana, and three 
sons, Dan, Tim, and Ron, for their support and encouragement during the writing 
and editing phases in producing this finished book. 
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INTRODUCTION 

PURPOSE OF THIS BOOK 

The purpose of this book is to present the principles and techniques of project man- 
agement beginning with the conceptual phase by the owner, through coordination of 
design and construction, to project completion. 

Experienced project managers agree that the procedures used for project man- 
agement vary from company to company and even among individuals within a 
company. Although each manager develops his or her own style of management, 
and each project is unique, there are basic principles that apply to all project man- 
agers and proiects. This book presents these ~rincivles and illustrates the basic 
steps, and sequencing of steps, to develop a woik pl& to manage a project through 
each phase from conceptual develovment to comvletion. 

project management requires teamwork amoig the three principal contracting 
parties: the owner, designer, and contractor. The coordination of the design and con- 
struction of a project requires planning and organizing a team of people who are 
dedicated to a common goal of completing the project for the owner. Even a small 
project involves a large number of people who work for different organizations. The 
key to a successful project is the selection and coordination of people who have the 
ability to detect and solve problems to complete the project. 

Throughout this book the importance of management skills is emphasized to en- 
able the user to develop his or her own style of project management. The focus is to 
apply project management at the beginning of the project, when it is first approved. 
Too often the formal organization to manage a project is not developed until the be- 
ginning of the construction phase. This book presents the information that must be 
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assembled and managed during the development and engineering design phase to 
bring a project to successful completion for use by the owner. 

The intended audience of this book is students enrolled in university programs in 
engineering and construction. It is also intended for the design firms which aid the 
owner in the feasibility study, coordinate the design effort, and witness construction 
in the field. This book is also for persons in the owner's organization who are in- 
volved in the design and construction process. 

ARRANGEMENT OF THIS BOOK 

Adiscussion of project management is difficult because there are many ways a proj- 
ect can be handled. The design andlor construction of a project can be performed by 
one or more parties. Regardless of the method that is used to handle a project, the 
management of a project generally follows these steps: 

Step 1: Project Definition (to meet the needs of the end user) 
Intended use by the owner upon completion of construction 
Conceptual configurations and components to meet the intended use 

Step 2: Project Scope (to meet the project definition) 
Define the work that must be accomplished 
Identify the quantity, quality, and tasks that must be performed 

Step 3: Project Budgeting (to match the project definition and scope) 
Define the owner's permissible budget 
Determine direct and indirect costs plus contingencies 

Step 4: Project Planning (the strategy to accomplish the work) 
Select and assign project staffing 
Identify the tasks required to accomplish the work 

Step 5: Project Scheduling (the product of scope, budgeting, and planning) 
Arrange and schedule activities in a logical sequence 
Link the costs and resources to the scheduled activities 

Step 6: Project Tracking (to ensure the project is progressing as planned) 
Measure work, time, and costs that are expended 
Compare "actual" to "planned work, time, and cost 

Step 7: Project Close Out (final completion to ensure owner satisfaction) 
Perform final testing and inspection, archive documents, and confirm 
payments 
Turn over the project to the owner 

These steps describe project management in its simplest form. In reality there is 
considerable overlap between the steps, because any one step may affect one or 
more other steps. For example, budget preparation overlaps project definition and 
scope development. Similarly, project scheduling relates project scope and budget 
to project tracking and control. 

The topic of project management is further complicated because the responsibil- 
ity for these steps usually involves many parties. Thus, the above steps must all be 
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integrated together to successfully manage a project. Subsequent chapters of this 
book describe each of these steps. 

Chapter 1 defines general principles related to project management. These basic 
principles must be fully understood because they apply to all the remaining chap- 
ters. Many of the problems associated with project management are caused by fail- 
ure to apply the basic management principles that are presented in Chapter 1. 

Chapter 2, Working with Project Teams, presents the human aspects of project 
management. The project team is a group of diverse individuals, each with a special 
expertise, that performs the work necessary to complete the project. As leader of the 
project team, the project manager acts as a coach to answer questions and to make 
sure the team understands what is expected of them and the desired outcome of the 
project. 

Chapter 3, Project Initiation, presents material that is generally performed by the 
owner. However, the owner may contract the services of a design organization to as- 
sist with the feasibility study of a project. The project manager should be involved 
at the project development or marketing phase to establish the scope. This requires 
input from experienced technical people that represent every aspect of the proposed 
project. 

Chapter 4, Early Estimates, presents the techniques and processes of preparing 
estimates in the early phase of a project. Preparation of early estimates is a prereq- 
uisite to project budgeting. For engineering and construction projects, the early cost 
estimate is used by the owner in making economic decisions to approve the project. 
The early cost estimate is a key project parameter for cost control during the design 
process. 

Chapter 5, Project Budgeting, applies to all parties in a project: the owner, de- 
signer, and contractor. The budget must be linked to the quantity, quality, and sched- 
ule of the work to be accomplished. A change in scope or schedule almost always 
affects the budget, so the project manager must continually be alert to changes in a 
project and to relate any changes to the budget. 

Chapter 6, Development of Work Plan, applies to the project manager who is re- 
sponsible for management of the design effort. Generally, he or she is employed by 
the professional design organization, which may be an agency of the owner or un- 
der contract by the owner to perform design services. The material presented in this 
chapter is important because it establishes the work plan which is the framework for 
guiding the entire roject effort. The information in this chapter relates to all the P project managemen steps and chapters of this book. 

Chapter 7, Design Proposals, presents the process of preparing proposals from the 
design otganization to the owner. After the owner has defined the goals, objectives, 
intended use, and desired outcome of the project, a request for proposals is solicited 
from the design organization. The design organization must convert the owner's ex- 
pectations of the project into an engineering scope of work, budget, and schedule. 

Chapter 8, Project Scheduling, provides the base against which all activities are 
measured. It relates the work to be accomplished to the people who will perform 
the work as well as to the budget and schedule. Project scheduling cannot be 



4 PROJECT MANAGEMENT FOR ENGINEERING AND CONSTRUCTION 

accomplished without a well-defined work plan, as described in Chapter 6, and it 
forms the basis for project tracking, as described in Chapter 9. 

Chapter 9, Tracking Work, cannot be accomplished without a well-defined work 
plan, as described in Chapter 6, and a detailed schedule, as described in Chapter 8. 
This chapter is important because there is always a tendency for scope growth, cost 
overrun, or schedule delays. A control system must simultaneously monitor the 
three basic components of a project: the work accomplished, the budget, and the 
schedule. These three components must be collectively monitored, not as individual 
components, because a change in any one component usually will affect the other 
two components. 

Chapter 10, Design Coordination, applies to the project manager of the design 
organization. The quality, cost, and schedule of a project is highly dependent on the 
effectiveness of the design effort. The end result of the design process is to produce 
plans and specifications in a timely manner that meet the intended use of the proj- 
ect by the owner. The product of design must be within the owner's approved 
budget and schedule and must be constructable by the construction contractor. 

Chapter 11, Construction Phase, is important because most of the cost of a proj- 
ect is expended in the construction phase, and the quality of the final project is 
highly dependent upon the quality of work that is performed by the construction 
contractors. Most of the books that have been written on project management have 
been directed toward a project in the construction phase. This book emphasizes 
project management from the initial conception of the project by the owner, through 
coordination of design and development of the construction documents, and into the 
construction phase until project close out. 

Chapter 12, Project Close Out, discusses the steps required to complete a project 
and turn it over to the owner. This is an important phase of a project because the 
owner will have expended most of the budget for the project, but will not receive 
any benefits from the expenditures until it is completed and ready for use. Also it is 
sometimes difficult to close a project because there are always many small items 
that must be finished. 

Chapter 13, Personal Management Skills, addresses the human aspects of project 
management. Although the primary emphasis of this book is on the techniques of 
project management, it is the project manager working with his or her people who 
ensures the successful completion of a project. 

Chapter 14, Total Quality Management, presents the management philosophy 
that has gained much attention in the engineering and construction industry. Most of 
the attention has been attributed to the success of TQM in the manufacturing and 
electronics industries. However, many of the topics related to TQM are applicable 
to good project management of design and construction. 

DEFINITION OF A PROJECT 

A project is an endeavor that is undertaken to produce the results that are expected 
from the requesting party. For this book a project may be design only, construction 
only, or a combination of design and construction. A project consists of three 
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components: scope, budget, and schedule. When a project is first assigned to aproj- 
ect manager, it is important that all three of these components be clearly defined. 
Throughout this book, the term Scope represents the work to be accomplished, i.e., 
the quantity and quality of work. Budget refers to costs, measured in dollars and/or 
labor-hours of work. Schedule refers to the logical sequencing and timing of the 
work to be performed. The quality of a project must meet the owner's satisfaction 
and is an integral part of project management as illustrated in Figure 1-1. 

Figure 1-1 is shown as an equilateral triangle to represent an important principle 
of project management: a balance is necessary between the scope, budget, and 
schedule. For any given project there is a certain amount of work that must be per- 
formed and an associated cost and schedule for producing the work. Any increase in 
the scope of work requires a corresponding increase in budget and schedule. Con- 
versely, any decrease in scope of work results in a corresponding decrease in budget 
and schedule. This principle applies between any and all of the three components of 
a project. For example, any adjustment in budget and/or schedule requires a corre- 
sponding adjustment in scope. This simple concept of a balance between scope, 
budget, and schedule is sometimes not fully recognized during early project devel- 
opment as well as during design and construction. 

The source of many problems associated with a project is failure to properly de- 
fine the project scope. Too often the focus is just on budget or schedule. Not only 
should the scope, budget, and schedule be well defined, but each must be linked to- 
gether since one affects the other, both individually and collectively. 

Since the project scope defines the work to be accomplished, it should be the first 
task in the development of a project, prior to the development of either the budget 
or the schedule. Experienced project managers agree that the budget and schedule 
are derived from the scope. Too often, top management specifies a project budget or 
schedule and then asks the project team to define a scope to match the budget. This 
is the reverse order of defining a project and is not a good project management prac- 
tice. 'It is the duty of a project manager to ensure that the project scope, budget, and 
schedule are linked together. 

Budgeting is important because it establishes the amount of money the owner 
will spend to obtain the project and the amount of money that the design and con- 
struction organizations will be compensated for performing the work. Each party is 

/ MANAGEMENT \ 
FIGURE 1-1 
QualiVj Is an Integral Part of Scope, 
Budget, and Schedule. 

/ \\ 
Budget Schedule 
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concerned about project cost overmn because it adversely affects profitability and 
creates adverse relationships between the parties. 

Scheduling is important because it brings together project definition, people, 
cost, resources, timing, and methods of performing work to define the logical 
sequencing of activities for the project. The schedule is the final product of scope 
definition, budgeting, and planning and forms the base against which all activities 
are measured. Project tracking and control cannot be accomplished without a good 
plan and schedule. 

Quality is an element that is integrated into and between all parts of a project: 
scope, budget, and schedule. It should not be construed as merely creating drawings 
with a minimum number of errors, furnishing equipment that meets specifications, 
or building a project to fulfill the requirements of a contract. Certainly these factors 
are a part of quality, but it involves much more. Quality is meeting the needs and 
satisfaction of the ultimate end user of the project, the owner. 

Quality is the responsibility of all participants in a project, including all levels of 
management and workers in each of the principal parties. An attitude of achieving 
quality must be instilled in everyone and perpetuate throughout the work environ- 
ment. The attitude should not be "what can we do to pass quality control or final in- 
spection?'Instead, it should be "what can we do to improve our work and what is 
the best way we can furnish a project that meets the needs and satisfaction of the 
owner?" 

RESPONSIBILITIES OF PARTIES 

Each of the three principal parties in a project has a role to fulfill in the various 
phases of design development and construction. A team approach between the 
owner, designer, and contractor must be created with a cooperative relationship to 
complete the project in the most efficient manner. Too often an adverse relationship 
develops that does not serve the best interest of anyone. 

The owner is responsible for setting the operational criteria for the completed 
project. Examples are usage of a building, barrels per day of crude oil to be refined, 
millions of cubic feet per hour of gas to be transported in a pipeline, and so on. Any 
special equipment, material, or company standards that are to apply to the project 
must also be defined. Owners also need to identify their level of involvement in the 
project, e.g., the review process, required reports, and the levels of approval. The 
owner is also responsible for setting parameters on total cost, payment of costs, ma- 
jor milestones, and the project completion date. 

The designer is responsible for producing design alternatives, computations, 
drawings, and specifications that meet the needs of the owner. In addition there may 
be other duties that are delegated to the designer by the owner, e.g., on-site or peri- 
odic inspection, review of shop drawings, and in some instances the acquisition of 
land and/or permits. It is the duty of the designer to produce a project design that 
meets all federal, state, and local codes; standards; and environmental and safety 
regulations. In addition a budget for the design should be prepared, along with a de- 
sign schedule that matches the owner's schedule. The design schedule should be 
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directly correlated to the construction schedule so the project can be completed by 
the construction contractor when the owner needs it. 

Generally the designers are not obligated under standard-form contracts to gum- 
antee the construction cost of a project, although there have been some cases where 
the designer bas been held legally responsible for the construction price. As part of 
their design responsibility, designers usually prepare an estimate of the probable 
construction cost for the design they have prepared. Major decisions by the owner 
to proceed with the project are made from the designer's cost estimate. 

The cost and operational characteristics of a project are influenced most, and are 
more easy to change, during the design phase. Because of this, the designer plays a 
key role during the early phase of a project by working with the owner to keep the 
project on track so the owner/contractor relationship will be in the best possible form. 

The construction contractor is responsible for the performance of all work in ac- 
cordance with the contract documents that have been prepared by the designer. This 
includes furnishing all labor, equipment, material, and know-how necessary to build 
the project. The construction phase is important because most of the project budget 
is expended during construction. Also, the operation and maintenance of the com- 
pleted project is highly dependent on the quality of work that is performed during 
construction. The contractor must prepare an accurate estimate of the project, de- 
velop a realistic construction schedule, and establish an effective project control 
system for cost, schedule, and quality. 

WHO DOES THE PROJECT MANAGER WORK FOR? 

The project manager works for the project, although he or she may be employed by 
the owner, designer, or contractor. For large projects a team consisting of a project 
manager for the owner, designer, and contractor forms a group of people who work 
together to manage the design, procurement, and construction activities. For small 
projects the owner may delegate overall project management responsibility to a de- 
sign consultant, or a professional construction manager, and assign an owner's rep- 
resentative as a liaison to represent the owner's interest. 

The Construction Industry Institute (CII) has sponsored research and published 
numerous papers on a variety of topics related to project management. Organizing 
for Project Success, a CII publication, provides a good description of the interface 
between project managers for the owner, designer, and contractor. The following 
paragraphs are a summary of the project management teams that are discussed in 
the publication. 

After commitment has been made by an owner to invest in a project, an Invest- 
ment Management Team is formed within the owner's organization to provide over- 
all project control. The major functions, such as marketing, engineering, finance, 
and manufacturing, are usually represented. A Project Executive usually leads the 
team and reports to the head of the business unit which made the decision to pro- 
ceed with the project. A member of this team is the Owner's Project Manager. 

The Owner's Project Manager leads a Project Management Team which consists 
of each Design Project Manager and Construction Project Manager that is assigned 
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a contract from the owner. Their mission is to accomplish the work, including coor- 
dinating the engineering, procurement, and construction phases. The Owner's Proj- 
ect Manager leads this team, which is one of the most important management 
functions of the project. The Owner's Project Manager is responsible for the ac- 
complishment of all work, even though he or she has limited resources under his or 
her direct control because the work has been contracted to various organizations. 

Reporting to each Design Project Manager and Construction Project Manager are 
the Work Managers who fulfill the requirements of their contracts. Each Design and 
Contractor Project Manager reports to the Owner's Project Manager for contractual 
matters and to his or her parent organization for business matters. 

The Work Managers are the design leaders and supervisors who lead the teams 
actually accomplishing the work. They are directly responsible for the part of the 
contract assigned to them by their Project Manager. They must also communicate 
and coordinate their efforts with Work Managers from other organizations. Usually 
this communication does not flow vertically through a chain of command, but in- 
stead flows horizontally between people actually involved in the work. It is their re- 
sponsibility to also work with their Project Manager and keep them informed. This 
is further discussed in Chapters 2 and 11. 

PURPOSE OF PROJECT MANAGEMENT 

For the purpose of this book, project management may be defined as: 

The art and science of coordinating people, equipment, materials, money. and schedules 
to complete a specified project on time and within approved cost. 

Much of the work of a project manager is organizing and working with people to 
identify problems and determine solutions to problems. In addition to being orga- 
nized and a problem solver, a manager must also work well with people. It is peo- 
ple who have the ability to create ideas, identify and solve problems, communicate, 
and get the work done. Because of this, people are the most important resource of 
the project manager. Thus, the project manager must develop a good working rela- 
tionship with people in order to benefit from the best of their abilities. 

It is the duty of a project manager to organize a project team of people and coor- 
dinate their efforts in a common direction to bring a project to successful comple- 
tion. Throughout the project management process there are four questions that must 
be addressed: Who? Does what? When? and How much? 

The work required often involves people outside of the project manager's orga- 
nization. Although these individuals do not report directly to the project manager, it 
is necessary that effective working relationships be developed. 

A manager must be a motivated achiever with a "can do" attitude. Throughout a 
project there are numerous obstacles that must be overcome. The manager must 
have perspective with the ability to forecast methods of achieving results. The drive 
to achieve results must always be present. This attitude must also be instilled in 
everyone involved in the project. 
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Good communication skills are a must for a manager. The management of a proj- 
ect reauires coordination of ~ e o o l e  and information. Coordination is achieved . . 
through effective communication. Most problems associated with project manage- 
ment can be traced to poor communications. Too often the "other person" receives 
information that is incorrect, inadequate, or too late. In some instances the infonna- 
tion is simply never received. It is the responsibility of the project manager to be a 
good communicator and to ensure that people involved in a project communicate 
with each other. 

TYPES OF MANAGEMENT 

Management may be divided into at least two different types: functional manage- 
ment (sometimes called discipline management) and project management. Func- 
tional management involves the coordination of repeated work of a similar nature 
by the same people. Examples are management of a department of design engineer- 
ing, surveying, estimating, or purchasing. Project management involves the coordi- 
nation of one time work by a team of people who often have never previously 
worked together. Examples are management of the design andlor construction of a 
substation, shopping center, refinery unit, or water treatment plant. Although the ba- 
sic principles of management apply to both of these types of management, there are 
distinct differences between the two. 

Most individuals begin their career in the discipline environment of manage- 
ment. Upon graduation from college, a person generally accepts a position in a dis- 
cipline closely related to his or her formal education. Typical examples are design 
engineers, estimators, schedulers, or surveyors. The work environment focuses on 
how and who will perform the work, with an emphasis on providing technical ex- 
pertise for a single discipline. Career goals are directed toward becoming a special- 
ist in a particular technical area. 

Project management requires a multi-discipline focus to coordinate the overall 
needs of a project with reliance on others to provide the technical expertise. The 
project manager must be able to delegate authority and responsibility to others and 
still retain focus on the linking process between disciplines. Project managers can- 
not become overly involved in detailed tasks or take over the discipline they are ed- 
ucated in, but should focus on the project objectives. 

A fundamental principle of project management is to organize the project around 
the work to be accomplished. The work environment focuses on what must be per- 
formed, when it must be accomplished, and how much it will cost. Career develop- 
ment for project managers must be directed toward the goal of becoming a 
generalist with a broad administrative viewpoint. 

The successful completion of a project depends upon the ability of a project 
manager to coordinate the work of a team of specialists who have the technical abil- 
ity to perform the work. Table 1-1 illustrates the relationship between project man- 
agement and discipline management. 
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TABLE 1-1 
DISTINGUISHING BEWEEN PROJECT AND DISCIPLINE MANAGEMENT 

Project management is 
concerned with 

Discipline management is 
concerned with 

What must be done 
When it must be done 
How much it will cost 
Coordinating overall needs 
Multi-discipline focus 
Reliance on others 
Project quality 
Administrative viewpoint 
A generalist's approach 

How it will be done 
Who will do it 
How well it will be done 
Coordinating specific needs 
Single-discipline focus 
Providing technical expertise 
Technical quality 
Technical viewpoint 
A specialist's approach 

FUNCTIONS OF MANAGEMENT 

Management is often summarized into five basic functions: planning, organizing, 
staffing, directing, and controlling. Although these basic management functions 
have been developed and used by managers of businesses, they apply equally to the 
management of a project. 

Planning is the formulation of a course of action to guide a project to completion. 
It starts at the beginning of a project, with the scope of work, and continues through- 
out the life of a project. The establishment of milestones and consideration of pos- 
sible constraints are major parts of planning. Successful project planning is best 
accomplished by the participation of all parties involved in a project. There must be 
an explicit operational plan to guide the entire project throughout its life. 

Organizing is the arrangement of resources in a systematic manner to fit the proj- 
ect plan. A project must be organized around the work to be performed. There must 
be a breakdown of the work to be performed into manageable units, which can be 
defined and measured. The work breakdown structure of a project is a multi-level 
system that consists of tasks, subtasks, and work packages. 

StafSig is the selection of individuals who have the expertise to produce the 
work. The persons that are assigned to the project team influence every part of a 
project. Most managers will readily agree that people are the most important re- 
source on a project. People provide the knowledge to design, coordinate, and con- 
struct the project. The numerous problems that arise throughout the life of a project 
are solved by people. 

Directing is the guidance of the work required to complete a project. The people 
on the project staff that provide diverse technical expertise must be developed into 
an effective team. Although each person provides work in his or her area of exper- 
tise, the work that is provided by each must be collectively directed in a common ef- 
fort and in a common direction. 

Controlling is the establishment of a system to measure, report, and forecast de- 
viations in the project scope, budget, and schedule. The purpose of project control 
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TABLE 1-2 
KEY CONCEPTS OF PROJECT MANAGEMENT 

1. Ensure that one person, and only one person, is responsible for the project scope, budget, 
and schedule 

2. Don't begin work without a signed contract, regardless of the pressure to start 
3. Confirm that there is an approved scope, budget, and schedule for the project 
4. Lock in the project scope at the beginning and ensure there is no scope growth without 

a ~ ~ r o v a l  . ,  - 

5. Make certain that scope is understood by all parties, ~ncluding the owner 
6. Determine who developed the budget and schedule, and when they were prepared 
7. Verify that the budget and schedule are linked to the scope 
8. Organize the project around the work to be performed, rather than trying to keep people 

busy 
9. Ensure there is an explicit operational work plan to guide the entire project 

10. Establish a work breakdown structure that divides the project into definable and measurable 
units of work 

11. Establish a project organizational chart that shows authority and responsibilities for all team 
members 

12. Build the project staff into an effective team that works together as a unit 
13. Emphasize that quality is a must, because if it doesn't work it is worthless, regardless of 

cost or how fast it is completed 
14. Budget all tasks; any work worth doing should have compensation 
15. Develop a project schedule that provides logical sequencing of the work required to com- 

plete the job 
16. Establish a control system that will anticipate and report deviations on a timely basis so cor- 

rective actions can be taken 
17. Get problems out in the open with all persons involved so they can be resolved 
18. Document all work, because what may seem irrelevant at one point in time may later be very 

significant 
19. Prepare a formal agreement with appropriate parties whenever there is a charge in the 

project 
20. Keep the client informed; they pay for everything and will use the project upon completion 

is to determine and predict deviations in a project so corrective actions can be taken. 
Project control requires the continual reporting of information in a timely manner SO 

management can respond during the project rather than afterwards. Control is often 
the most difficult function of project management. 

KEY CONCEPTS OF PROJECT MANAGEMENT 

Although each project is unique, there are key concepts that a project manager can 
use to coordinate and guide a project to completion. A list of the key concepts is 
provided in Table 1-2. 

Each of the key concepts shown in Table 1-2 is discussed in detail in subsequent 
chapters of this book. It is the responsibility of the project manager to address 
each of these concepts from the beginning of a project and through each phase un- 
til completion. 
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ROLE OF THE PROJECT MANAGER 

The role of a project manager is to lead the project team to ensure a quality project 
within time, budget, and scope constraints. A project is a single, non-repetitive en- 
terprise, and because each project is unique, its outcome can never be predicted with 
absolute confidence. A project manager must achieve the end results despite all the 
risks and problems that are encountered. Success depends on carrying out the re- 
quired tasks in a logical sequence, utilizing the available resources to the best 
advantage. The project manager must perform the five basic functions of manage- 
ment: planning, organizing, staffing, directing, and controlling. 

Project planning is the heart of good project management. It is important for the 
project manager to realize that he or she is responsible for project planning, and it 
must be started early in the project (before starting any work). Planning is a contin- 
uous process throughout the life of the project, and to be effective it must be done 
with input from the people involved in the project. The techniques and tools of 
planning are well established. Table 1-3 provides guidelines for planning. 

A project organizational chart should be developed by the project manager for 
each project. The chart should clearly show the appropriate communication chan- 
nels between the people working on the project. Project team members must know 
the authority of every other team member in order to reduce miscommunications 
and rework. Organized work leads to accomplishments and a sense of pride in the 
work accomplished. Unorganized work leads to rework. Rework leads to errors, low 
productivity, and frustrated team members. Table 1-4 provides guidelines for 
organizing. 

Project staffing is important because people make things happen. Most individu- 
als will readily agree that people are the most important resource on a project. They 
create ideas, solve problems, produce designs, operate equipment, and install mate- 
rials to produce the final product. Because each project is unique, the project 

TABLE 1-3 
PROJECT MANAGER'S ROLE IN PLANNING 

- - -  - - - - 

1. Develop planning focused on the work to be performed 
2. Establish project objectives and performance requirements early so everyone involved knows 

what is required 
3. Involve all discipline managers and key staff members in the process of planning and 

estimating 
4. Establish clear and well-defined milestones in the project so all concerned will know what is to 

be accomplished, and when it is to be completed 
5. Build contingencies into the plan to provide a reserve in the schedule for unforeseen future 

problems 
6. Avoid reprogramming or replanning the project unless absolutely necessary 
7. Prepare formal agreements with appropriate parties whenever there is a change in the project 

and establish methods to control changes 
8. Communicate the project plan to clearly define individual responsibilities, schedules, and 

budgets 
9. Remember that the best-prepared plans are worthless unless they are implemented 
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TABLE 1-4 
PROJECT MANAGER'S ROLE IN ORGANIZING 

1. Organize the project around the work to be accomplished 
2. Develop a work breakdown structure that divides the project into definable and measurable 

units of work 
3. Establish a project organization chart for each project to show who does what 
4. Define clearly the authority and responsibility for all project team members 

manager must understand the work to be accomplished by each discipline. The proj- 
ect manager should then work with his or her supervisor and appropriate discipline 
managers to identify the persons who are best qualified to work on the project. 
Table 1-5 provides guidelines for project staffing. 

The project manager must direct the overall project and serve as an effective 
leader in coordinating all aspects of the project. This requires a close working rela- 
tionship between the project manager and the project staff to build an effective 
working team. Because most project team members are assigned (loaned) to the 
project from their discipline (home) departments, the project manager must foster 
the development of staff loyalty to the project while they maintain loyalty to their 
home departments. The project manager must be a good communicator and have 
the ability to work with people at all levels of authority. The project manager must 
be able to delegate authority and responsibility to others and concentrate on the 
linking process between disciplines. He or she cannot become overly involved in 
detailed tasks, but should be the leader of the team to meet project objectives. Table 
1-6 provides guidelines for directing the project. 

Project control is a high priority of management and involves a cooperative ef- 
fort of the entire project team. It is important for the project manager to establish a 
control system that will anticipate and report deviations on a timely basis, so cor- 
rective action can be initiated before more serious problems actually occur. Many 
team members resist being controlled; therefore the term monitoring a project may 
also be used as a description for anticipating and reporting deviations in the project. 
An effective project control system must address all parts of the project: quality, 
work accomplished, budget, schedule, and scope changes. Table 1-7 provides guide- 
lines for project control. 

TABLE 1-5 
PROJECT MANAGER'S ROLE IN STAFFING 

1. Define clearly the work to  be performed, and work with appropriate department managers in 
selecting team members 

2. Provide an effective orientation (project goals and objectives) for team members at the 
beginning of the project 

3. Explain clearly to team members what is expected of them and how their work fits into the 
total project 

4. Solicit each team member's input to clearly define and agree upon scope, budget, and 
schedule 



14 PROJECT MANAGEMENT FOR ENGINEERING AND CONSTRUCTION 

TABLE 1-6 
PROJECT MANAGER'S ROLE IN DIRECTING 

1 .  Serve as an effective leader in coordinating all important aspects of the project 
2. Show interest and enthusiasm in the project with a "can do" attitude 
3. Be available to the project staff, get problems out in the open, and work out problems in a 

cooperative manner 
4. Analyze and investigate problems early so solutions can be found at the earliest possible date 
5. Obtain the resources needed by the project team to accomplish their work to complete the 

project 
6. Recognize the importance of team members, compliment them for good work, guide them in 

correcting mistakes, and build an effective team 

TABLE 1-7 
PROJECT MANAGER'S ROLE IN CONTROLLING 

1. Maintain a record of planned and actual work accomplished to measure project performance 
2. Maintain a current milestone chart that displays planned and achieved milestones 
3. Maintain a monthly project cost chart that displays planned expenditures and actual 

expenditures 
4. Keep records of meetings, telephone conversations, and agreements 
5. Keep everyone informed, ensuring that no one gets any "surprises," and have solutions or 

proposed solutions to problems 

PROFESSIONAL AND TECHNICAL ORGANIZATIONS 

Due to the increased cost and complexity of projects, the interest in developing and 
applying good project management principles has gained considerable attention by 
owners, designers, and contractors. Numerous organizations have made significant 
contributions related to project management by conducting research, sponsoring 
workshops and seminars, and publishing technical papers. The following para- 
graphs describe some of these organizations. 

The American Society of Civil Engineers (ASCE), founded in 1852, is the oldest 
national engineering society in the United States. Membership comprises over 
100,000 civil engineers working in government, education, research, construction, 
and private consulting. The construction division of ASCE has many councils and 
technical committees that have uublished technical OaDers related to oroiect man- . . - - 
agement in its Journal of Construction Engineering and Management. 

The National Society of Professional Engineers (NSPE), founded in 1936, is the - 
national engineering society of registered professional engineers from all disciplines 
of engineering. NSPE membership comprises over 50,000 engineers who are or- 
ganized in five practice divisions: construction, education, government, industry, 
and private practice. The construction practice division has numerous committees 
that have contributed to contract documents and legislation related to engineers in 
the construction industry. 



The Project Management Institute (PMI), founded in 1969, consists of members 
from all disciplines and is dedicated to advancing the state-of-the-art in the profes- 
sion of project management. PMI has a certification program for project manage- 
ment professionals and publishes a Project Management Book of Knowledge 
(PMBOK). 

The Construction Management Association of America (CMAA), founded in 
1981, is an organization of corporate companies, public agencies, and individual 
members who promote the growth and development of construction management 
(CM) as a professional service. CMAA publishes documents related to CM, includ- 
ing the Standard CM Sewices and Practice. 

The Construction Industry Institute (CII), founded in 1983, is a national research 
organization consisting of an equal number of owner and contractor member com- 
panies, and research universities from across the United States. CII is organized into 
committees, councils, and research teams which are comprised of owners, contrac- 
tors, and academic members who work together to conduct research and produce 
publications on a variety of topics related to project management. 

The following list of organizations is provided to the reader as sources for infor- 
mation related to project management: 

American Institute of Architects 
American Society of Civil Engineers 
American Society of Military Engineers 
Association for Advancement of Cost Engineering, International 
Construction Industry Institute 
Construction Management Association of America 
Design Build Institute of America 
National Society of Professional Engineers 
Project Management Institute 
Society of American Value Engineers 

QUESTIONS FOR CHAPTER 1-INTRODUCTION 

1 As presented in this chapter, quality is an integral part of project management. Because 
there are different levels of quality, it is important for the owner, designer, and contrac- 
tor to have a mutual understanding of the quality that is expected in a project. Describe 
methods that can be used to ensure that quality is adequately defined, understood, and 
properly included in a project. 

2 Give examples of problems that may arise when an owner fails to fulfill his or her re- 
sponsibility of clearly defining the operational criteria of a project. 

3 Give examples of problems that may arise when a designer fails to give adequate atten- 
tion to the impact of a design selection on the cost or schedule during the construction 
phase. 

4 Give examples of problems that may arise when a contractor fails to perform his or her 
work in accordance with the contract documents. 

5 In actuality, there are at least three project managers that are involved in a project, one 
each working for the owner, designer, and contractor. Since each of these individuals 



works for a different organization, describe methods that you would suggest to ensure 
good working relationships between these three individuals. 

6 Interview three project managers, one working for an owner, designer, and contractor, re- 
spectively, to identify factors that each manager believes is important for the successful 
completion of a project. 

7 A definition of project management is given in this chapter. Review this definition and 
expand it to include additional items that you feel are important to the function of proj- 
ect management. 

8 Consult publications from one or more of the references at the end of this chapter to 
compare and contrast the differences between "project management" and "functional 
management." 

9 The five basic functions of management discussed in this chapter are derived from the 
basic principles of business management. Review two sources of publications that 
describe the role and functions of management, one from a journal of business manage- 
ment and one from a journal of engineering management. Compare the business per- 
spective of management to the engineering perspective of management. 

10 Throughout the project management pmcess, there are four quertions that must be ad- 
dressed: Who? Does what? When? and How much? Expand this list to include other 
questions that may be appropriate for some situations in the management of a project. 
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WORKING WITH PROJECT 
TEAMS 

PROJECT TEAMS 

Project teams must be assembled to accomplish the work necessary to complete en- 
gineering and construction projects. Team members are vital to the success of the 
project. The project manager depends on the team because he or she typically does 
not have the expertise to do all the work required to complete the project. For any 
team, there must be a leader to guide the overall efforts. In many respects the proj- 
ect manager acts as a coach, answering questions, making sure the team understands 
the desired outcome of the project, and ensuring that team members know what is 
expected of them and the importance of sharing information. The project manager 
must make sure that his or her team understands and is focused on the desired out- 
come of the project. The project manager also acts as a facilitator in project com- 
munications for conflict resolution and team performance. 

Project teams are made up of all the participants in the project, including 
in-house personnel and outside consultants. Team members report either part-time 
or full-time to the project manager and are responsible for some aspect of the proj- 
ect's activities. Teamwork must be well coordinated with effective interaction to 
achieve the shared objective of completing the scope, budget, and schedule con- 
straints of the project. Managing project teams is a fundamental skill within the area 
of human resources management. The Project Management Institute defines human 
resources management as the art and science of directing and coordinating human 
resources throughout the life of a project, by using administrative and behavioral 
knowledge to achieve predetermined project objectives of scope, cost, time, quality, 
and participant satisfaction. 
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For a successful project, the project manager must build and lead an effective 
project team. Team building is the process of influencing a group of diverse indi- 
viduals, each with his or her own goals, needs, and perspectives, to work together 
effectively for the good of the project. The team effort should accomplish more than 
the sum of the individual efforts. Every team needs motivation. Team motivation is 
the process by which project managers influence the team members to do what it 
takes to get the job done. The key problem is "How do you motivate team members 
when they are borrowed resources?" Usually, members of the project team are indi- 
viduals who are assigned from other departments to the project manager's project. 
Because these individuals are borrowed from other departments or hired from out- 
side organizations, the project manager must devise a method to motivate them to 
be dedicated to the project while remaining loyal to their home departments and or- 
ganizations. This presents a real challenge to the project manager. 

TEAMWORK 

Teamwork is not a new concept; it is just being revisited after two decades of 
worker isolation due to extensive emphasis on technical specialization. Reorganiza- 
tion and downsizing of businesses also has created a renewed emphasis on team- 
work because the in-house capabilities of many businesses have been reduced, 
causing outsourcing of work to finish projects. Everyone agrees that teamwork is 
important; the real task is organizing a successful team for a successful project. 

Teamwork starts with the sponsor of the project who defines goals, objectives, 
needs, and priorities. For successful projects, teamwork starts with the team's for- 
mation at the beginning of the project and continues throughout the life of aproject. 
A well-organized team resolves disputes, solves problems, and communicates ef- 
fectively. Effective teamwork discourages fault finding and accusations and pro- 
motes unity and a common focus on the same set of project goals and priorities. 
Although everyone is a key player on a successful team, every team must have a 
leader. The project manager is the leader of the team. 

TEAMS FOR SMALL PROJECTS 

A team is two or more people working together to accomplish a common goal. 
When managing multiple small projects, the project manager is usually required to 
share team members with other project managers. Generally the project duration is 
short with nlinimal contact between the project manager and team members. Some- 
times the team members are specialists who are hired by contracts from outside 
sources to perform a specific task or function. 

Since the project manager of a project is generally responsible for managing 
multiple projects at the same time, it is often difficult for him or her to give the 
needed attention to each project, which complicates scheduling and resource con- 
trol. Only minimal staffs can be afforded on small projects. This means that the few 



individuals assigned must take responsibility for multiple functions. In this type of 
work environment, the skill of the project manager to maneuver through the various 
departments within his or her organization to get people to do the work on the proj- 
ect is crucial in completing the projects on time and within budget. There is less po- 
tential for comprehensive look-ahead planning and attention to those functions not 
currently experiencing problems. The ability to meet project deadlines is highly de- 
pendent on the schedules of others. 

On engineering work, it is difficult to have a core discipline team assigned to 
each project. As a consequence, time is wasted while team members wait for infor- 
mation. Since small projects have short durations, there is often insufficient time for 
detailed planning and in-process correction of problems. The learning curve for per- 
sonnel is still climbing when the project is over. 

Although managing multiple small projects may not have the formality of man- 
aging a single large project, the principles of working with people in the spirit of co- 
operation and teamwork still applies. Typically the project manager relies on 
frequent phone calls or e-mail in lieu of formal face-to-face team meetings. 

WORKING WITH MULTIPLE TEAMS 

As a project progresses through design into construction, the work of the owner's, 
designer's, and contractor's teams must merge into a collective effort. Although 
each of these teams have their own objectives, the diverse expertise that each 
possesses must converge into an overlapping environment as illustrated in Fig- 
ure 2-1. 

Each triangle in Figure 2-1 represents a team. Although each team performs a 
different function, each team must develop an attitude of shared ownership in the 
project. The project manager from each organization must create and foster an en- 
vironment where team members contribute to solving problems and doing their jobs 
well, rather than trying to do just what they feel is necessary to get by. The team 
building and teamwork that was started at the beginning of the project must be con- 
tinued into the construction. 

Regardless of the size and number of teams, there must be a single head project 
manager to make final decisions and keep focus on the project. The owner's proj- 
ect manager has overall responsibility and final authority for the total project. Serv- 
ing on the owner's project management team are project managers who are 
responsible for leading lower levels of teams that are responsible for engineering 
design and construction of the project. As illustrated in Figure 2-1 there is a project 
manager for in-house design, a project manager for each design contractor, and a 
project manager for each construction contractor. Each of these project managers 
leads the team for his or her organization. Below these managers are lower tiers of 
teams who are led by work managers. As shown in Figure 2-1, the manager of the 
lower-level team serves as a member of the higher-level team. There must be one 
head of each team. 
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FIGURE 2-1 
Overlapping Environment of Multiple Teams. 

DESIGN TEAMS 

Members of the design team are selected based on the specific expertise needed for 
a particular project. The team is composed of individuals with diverse backgrounds, 
including design disciplines [architectural, civil, mechanical, electrical, structural, 
computer aided design and drafting (CADD), etc.], project control individuals (cost 
control, estimating, quality control, safety, etc.), non-technical people (purchasing, 
legal, financial, permitting, regulatory, etc.), and the sponsor's representative. 

Every design team must have a sponsor's representative, who may be the 
owner's project manager or appointed by the owner's project manager. This indi- 
vidual must communicate to the project team the corporate policies and the funding 
limit of the sponsoring organization. He or she must have the responsibility and au- 
thority to act on behalf of the sponsoring organization. 
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The sponsor's representative plays a key role in resolving issues related to the 
project requirements and costs that will impact the sponsor's organization after the 
project is completed, when it will be used by the sponsor. He or she reviews and ap- 
proves the evolving scope, budget, and schedule. As a team member, the sponsor's 
representative approves any changes in scope, budget, and schedule before com- 
mitments are made. This individual should be an active participant on the design 
team, answering questions and providing information needed by the team to ac- 
complish the work. ~nfor tunate i~ ,  the sponsoring organization'; representative is 
sometimes not involved until the proiect gets into trouble. Early involvement of the - -  - 
sponsor's representative can prevent future problems. The design project manager 
must make this individual feel that he or she is part of the project team. 

Selecting design team members is an important step in project management be- 
cause it begins the team building process. How team members are selected varies, 
depending on the policies of the design project manager's organization and the per- 
suasiveness of the project manager to get the people on the project that he or she 
wants. Chapter 6 presents various organization structures for design firms. To illus- 
trate selection of design team members, consider a design firm that is organized as 
shown in Figure 6-5. The project manager and his or her supervising manager will 
review the project's needs to identify required discipline expertise and required per- 
sonnel. Then, a meeting is arranged with the manager of appropriate discipline man- 
agers to request team members. The people assigned to the project are selected by 
the department manager of engineers for each respective discipline. 

Obviously, the project manager always wants the best and most qualified work- 
ers assigned to his or her project. However, the assignment of team members is of- 
ten based on who is available at the time assignments are made. If the project 
manager feels a person who is assigned to the team lacks the required skills, then 
the project manager must act as a coach to assist the team member andlor make 
arrangements for additional training to ensure the work can be completed. 

CONSTRUCTION TEAMS 

The work environment and culture of a construction project is unique compared to 
most working conditions. A typical construction project consists of groups of peo- 
ple, normally from several organizations, that are hired and assigned to a project to 
build the facility. Due to the relatively short life of a construction project, these peo- 
ple may view the construction project as accomplishing short-term tasks. However, 
the project manager of the construction team must instill in the team that building 
long-term relationships is more important in career advancement than trying to ac- 
complish short-term tasks. 

Even small-sized construction projects involve a large number of people. Orga- 
nizing their efforts is complex, even if they all work for the same organization. 
Sources of information, location, timing, and problem complexity change as people 
enter the project, perform their assigned duties, and depart. 
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With all the diversity involved in a construction project, people must be managed 
so they work together efficiently to accomplish the goal. This requires skilled peo- 
ple who are willing to sacrifice short-term gratification for the long-term satisfac- 
tion of achieving a larger goal. Common sense and flexibility are essential to 
working with construction teams. The key to a successful construction project is 
properly skilled construction managers. These individuals possess the ability to rec- 
ognize the degree of uncertainty at any point in the execution of the project and to 
manage the efforts of others to achieve clearly defined objectives that result in suc- 
cessful completion of the final product. 

The organizational chart for a construction project consists of lines and boxes 
that show the division of work and the relationship of the workers to formal author- 
ity. The boxes in the chart depict the tasks to be performed and the lines depict the 
coordination required. 

The number of construction teams for a project depends upon the number of con- 
tracts awarded by the owner. For each construction contractor, and subsequent tier 
of subcontractors, a construction team is formed to perform the work in accordance 
with the contract documents issued by the owner. 

TEAM MANAGEMENT 

Successful team management requires the team to be an integral unit of the organi- 
zation. A team must have a well-defined mission with common goals, objectives, 
and strategies. The role of each team member must be clearly defined. The project 
manager must learn the needs of team members and encourage team participation. 
Team members will put extra effort into accomplishing work when they know the 
project manager cares about them and their careers. This can be accomplished only 
by effective communications and feedback throughout the project. Trust is instilled 
among team members and the project manager by creating an environment of un- 
derstanding and teamwork. Open and honest communications are necessary to in- 
still integrity and support for each other. Trust is essential to effective and successful 
teams. 

It is the project manager's responsibility to ensure that individuals are assigned 
primary responsibility for discrete work. Most workers want to do what is expected 
of them and will do the work, provided there are clear instructions and understand- 
ings. This requires a collective culture of mutual agreements between the project 
manager and team members. All individuals murt have the common goal of creating 
a team that plans and executes the work with a clear knowledge of what they are go- 
ing to do, who is going to do it, and when it will be done. Sometimes it is necessary 
to know where it will be done or how it will be done. For example, for some in- 
stances it may be necessary to know what method of'analysis will be used in a design. 

TEAMS AND THE PROJECT MANAGER'S RESPONSIBILITIES 

When working with team members, the project manager must cross many bound- 
aries in the organizational structure to develop the project team into a cohesive 
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group. This must be done quickly in spite of constraints imposed by others. The 
project manager must combine administrative and behavioral knowledge to work 
well with people. People skills are vital for effective management of team members. 
The project manager must create a cordial environment that enables the team to 
work together so members will motivate themselves to peak performance. 

The project manager is responsible for resolving conflicts between team mem- 
bers in addition to organizing, coordinating, and directing the project. The project 
manager is the team leader who is responsible for developing the project require- 
ments. This is accomplished by effective communications. 

When working with teams, the project manager acts as the leader in acquiring re- 
sources, selecting team members, developing the sponsor's requirements, defining 
scope and quality, defining budgets, and determining schedules. The project man- 
ager must establish a control system to complete the project in accordance with the 
expected requirements. The project manager is expected to control project activities 
within a defined scope, budget, and schedule. Situations will arise when design dif- 
ferences must be resolved. Trade-offs will have to be made to comply with the 
budget and schedule. 

An important responsibility of the project manager is decision making. During 
team meetings, numerous decisions must be made. The process used in making de- 
cisions can have a direct impact on team performance. In some situations the deci- 
sion can be made solely by the project manager, possibly with input from one or 
more team members. However, there are other situations when the decision making 
should involve the entire team. The project manager must establish a process for de- 
cision making that matches the decision to be made. For example, the decision may 
be to resolve the best way to perform a design or produce drawings while another 
may involve generating ideas, solving a problem with one correct answer, or decid- 
ing issues with multiple correct answers. The project manager must develop a lead- 
ership style that is respected and accepted by the project team for decision making. 

KEY FACTORS IN TEAM LEADERSHIP 

Developing a culture where each team member feels that he or she is a part of the 
team and wanted by the team is essential to a successful team. Individuals who feel 
they are an important part of the team will develop a sense of pride because they are 
a part of the team and will become enthusiastic and motivated to assist others to en- 
sure the successful performance of the entire team. 

The behavior and leadership style of the project manager has a significant influ- 
ence on the team. The project manager must have high ethics and a sense of fairness 
and honesty while dealing with members of the team as well as others who are not 
on the team. In many respects the project manager is the role model for the team. It 
is difficult for people to be highly motivated and productive when they do not have 
the respect of their leader. The project manager must communicate the desired 
goals, objectives, values, and outcomes of the project. The team can then translate 
these issues into producing quality work. The project manager must also keep mem- 
bers informed of the status of the project. 



24 PROJECT MANAGEMENT FOR ENGINEERING AND CONSTRUCTION 

Team communications are vital to a successful team because highly motivated 
and dedicated workers want, and need, to be informed. Regularly scheduled team 
meetings are essential. There may be numerous meetings between key team mem- 
bers to exchange detailed information, but a regularly scheduled weekly team meet- 
ing should be held for sharing status, making decisions, and documenting 
information. Because team member? are frequently located at different physical lo- 
cations, regular face-to-face meetings are necessary to keep the sense of team unity. 

A well-defined scope for the team guides the progress of work and provides clear 
goals that can be used as guidelines for decision making. The project manager must 
ensure the scope is defined and understood by each team member before work is 
started. A firm scope that is clearly understood provides empowerment to team 
members. It also allows more independence and autonomy of individual team mem- 
bers to perform their work in the most efficient and expeditious manner because 
their assigned work and desired outcome is known. Individuals who know their re- 
sponsibilities and the required outcome of their work are free to be innovative and 
creative, thereby producing high-quality work with performancc. The result is a suc- 
cessful project. 

TEAM BUILDING 

Effective teamwork is a key element in any successful project. Teamwork must be 
started early in the process, and it must be continuous throughout the life of a proj- 
ect. Experienced engineers and project managers all agree that teamwork is neces- 
sary, but the real question is "How does one organize a successful team?" 

Effective communications is essential to team building. In simple terms, effec- 
tive communications means the other person has received and understood the infor- 
mation that is being given to him or her. The giver of information must obtain 
feedback from the receiver to ensure effective communications. The project team 
cannot function when there are breakdowns in communications. Misinformation or 
incomplete information is a major deterrent to team building. Effective communi- 
cations ensures that everyone knows what is expected and when it is expected. 

All participants on the team have a common customer, the sponsor or user of the 
finished Team building starts with the sponsoring organization, with its 
project charter and mission statement. The proiect sponsor must be informed on es- 
iablished objectives, and he or she needs tobe clear in their commitments. The proj- 
ect sponsor must have a good prequalification process for selecting designers, 
contractors, and other third-party participants. In addition, the sponsor must know 
and communicate his or her goals and aspirations for the project and must set prior- 
ities related to cost, schedule, safety, and the expected level of quality. Everyone on 
the project must realize that the project sponsor pays for everything and is therefore 
the common customer of all parties. 

Designers want an educated sponsor who is knowledgeable in the process of de- 
signing and constructing the project, but sometimes that is not the case. Sometimes 
the project manager must help the project sponsor to understand the importance of 
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sequencing work and the impact of decisions that must be made in designing and 
constructing the project. 

From the first day of the project, there must be continuity in the project team. 
High turnover of team members creates wasted time in educating new people and 
lost knowledge of previous developments in the project. The contractor should be 
brought into the project at the earliest possible date. Construction contractors have 
excellent knowledge of costs and methods of construction that are extremely help- 
ful during the design phase of a project. People experienced in construction can pro- 
vide valuable input in the constructability of a project. 

Many private-sector projects are financed by lending institutions. Too often, for 
these types of projects the lender is not an active participant in the team and every- 
one suffers from it. Unfortunately, the lender stays too far from the project and does 
not become involved until problems arise. There are other parties that are some- 
times not brought into the team from the beginning of the project. For example, the 
purchasing agent is an important participant in teams that must procure large 
amounts of material or major equipment. Early involvement of the person who will 
be involved in issuing purchase orders, tracking vendors' shipping dates and deliv- 
ery dates, and receipt of procured material and equipment has a significant impact 
on meeting installation deadlines in a project. 

Key words for team building are pressure, responsibility, honesty, kindness, re- 
spect, and communications. Engineering and construction projects usually require 
tight schedules which create pressure on the project team to complete h e  work at 
the earliest possible date. This requires cooperation among team members who must 
assume responsibility and perform their work in the most expeditious manner. The 
ground rule should be "Everyone is a contributor and winner on a successful team." 
The team must stop worrying about the 1% that is wrong and focus on the 99% that 
is right. The project team must have open communications and avoid hiding mis- 
takes and pointing blame. A successful team can achieve a successful project and 
have fun doing it. 

Some companies have begun the team building process by holding a week-end 
retreat for team members, including their family members. The retreat is usually 
held in a resort setting to allow interaction of team members related to their personal 
interests. This allows everyone to realize that team members have similar aspirations 
and common interests. For example, understanding that others on the team have 
children with special talents or must care for elderly parents can provide a sense of 
bonding and mutual respect, which is the first step in effective team building. 

MOTIVATING TEAMS 

For years managers and supervisors have struggled with methods of motivating 
workers. In the early 1950s A. H. Maslow developed a theory of motivation called 
the hierarchy of needs. Maslow's theory has been used by managers, as well as ed- 
ucators, to try to understand why people behave the way they do, how to motivate 
them, and how to enlist their commitment. 
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Maslow proposed that humany are a wanting animal and their wants become 
needs. It is the quest to satisfy their needs that drives or motivates people. The needs 
include basic physical and psychological needs, which are perceived in the human 
mind and satisfied by material things. Maslow proposed that the needs of humans 
follow a hierarchy, beginning with comfort and basic survival, such as food, cloth- 
ing, and shelter. Once this first need is satisfied, humans seek to satisfy the next 
higher level of need: safety and security. After this need is satisfied, individuals seek 
progressively higher levels of need, including belonging, ego, and finally self- 
fulfillment. Self-fulfillment is the highest level of need and may include an urge to 
havc increasing influence or give back to the world, such as establishing an endow- 
mcnt. Figure 2-2 is a graphical representation of the five levels in Maslow's hierar- 
chy of human needs. 

As the lower levels of needs are satisfied, it is only natural for a person to be- 
come motivated to achieve the next higher level in Maslow's hierarchy of needs. A 
project manager must use his or her skills to determine the specific needs of team 
members in order to motivate them to their full potential. 

Determining the needs of people is not easy to accomplish in the day-to-day 
work environment. Sometimes it may be necessary to spend time in an informal set- 
ting to build a relationship that provides understanding of what is important to a 
team member. For example, a team member may be concerned about having ade- 
quate time to attend a child's school function or care for an ill family member. A 
team member in this situation may be motivated by being allowed flexible work 
hours with the understanding that the time will be made up at nights or on 
week-ends. 

The project manager must also realize that the needs of people can change. For 
example, personal finances or problems within the family can change the needs of 
a person rapidly. Each project manager must devise a way to ascertain the needs 

FIGURE 2-2 
Maslow's Hierarchy of Needs. 

Self-Fulfillment Needs 
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Belonging Needs 
(Peer Acceptance) 

Safety Needs 
(Job Security) 

Basic Comfort Needs 
(Food, Clothing, Shelter) 
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of their team members. Once the needs are identified, then an appropriate method 
of motivation can be determined. Attempting to motivate without sincerity or in- 
tegrity can cause teams to fragment or disintegrate. Thus, the project manager must 
use good people skills to motivate team members. 

CONFLICT MANAGEMENT 

Due to the dynamic nature of project environments, it is inevitable that conflicts 
among team members will arise. Conflicls can arise over the distribution of re- 
sources, access to information, disagreement about decisions, or the perception by 
an individual that he or she is not respected or fully a part of the team. Conflict can 
have a negative influence by fostering interpersonal hostility, reduced performance, 
and dissension in the team. 

Conflicts can arise due to different agendas among team members since some of 
the team members may work for different companies. For example, on the owner's 
project management team there will be members from one or more design firms as 
well as one or more construction companies. Likewise, the design team's project 
manager may have team members who are in-house as well as design consultants 
who are under contract to perform special parts of the design. The construction con- 
tractor's project manager usually has many diverse personnel from both in-house 
and subcontractors. 

It should be recognized that conflicts are often a result of changes, for example, 
modification of drawings, reassignment of a team member, or changes in meeting 
dates that are not communicated to other team members. The project manager and 
team should evaluate each conflict resolution to capture lessons learned, both posi- 
tive and negative, for the benefit of future project work. A good project manager 
must and can manage conflicts. 

To manage conflict the project manager must use techniques to deal with dis- 
agreements, both technical and personal in nature, that inevitably develop among 
team members. Project managers and team members may perceive that conflicts are 
bad, shouldn't exist, are caused by troublemakers, or should be avoided. However, 
all project participants should recognize that conflicts are inevitable and actually 
can be beneficial if resolved in an appropriate manner. Resolution of conflicts can 
lead to innovation and to ideas about how to improve work efficiency. 

Withdrawal or giving up is a poor way of managing conflicts. It is a stopgap at- 
tempt to resolve a conflict and does not solve the problem. Withdrawal is a passive 
approach to solving a problem and only temporarily delays Lhe inevitable future re- 
occurrence of the problem. Another method, smoothing, is a more active technique 
to managing conflicts. However, smoothing only temporarily avoids the conflict by 
appeasing one or more of the parties involved in the conflict. Smoothing does not 
provide long-lasting solutions. 

Compromising is another approach to settling conflicts. This approach involves 
bargaining between the disputing parties to reach an acceptable agreement. The dis- 
puting parties make trade-offs that often fall short of ideal solutions. Too often, 
compromising does not result in a definitive resolution and leaves opportunities for 



a reoccurrence of the conflicts. Depending on the circumstances, however, compro- 
mising may be the best method of resolving conflicts. 

Confronting and problem solving is a method of resolving conflicts that requires 
participation by all parties involved in the conflict. It requires an open dialogue to 
identify the root problems and a joint effort to use problem-solving techniques to 
objectively resolve the conflict. The potential to find final, mutually acceptable so- 
lutions is usually higher when the project manager and team use this method. 

For some situations it may be necessary for the project manager to exercise au- 
thority to force a resolution of the conflict. Forcing a resolution can only be used 
when the project manager has the authority and is willing to use his or her power to 
settle the conflict without producing hurt feelings. The project manager must un- 
derstand that forcing a solution may create resentment or other adverse reactions 
that can affect the team's future performance. 

DEVELOPING A CONSENSUS 

Sometimes multiple solutions to a problem exist, each of which may yield the same 
result. Team members may no1 agree on any one particular solution. Some members 
may be indifferent regarding a particular solution, while others may have strong 
feelings about a solution. The project manager must work with the team to develop 
a consensus regarding selection of the best solution. For these situations, the project 
manager must help the team members to focus on solving the problem. 

Voting, trading, or averaging can be helpful in reaching a consensus. The project 
manager must lead the team in seeking facts to avoid dilemmas and indecisions. 
During discussions, conflict should be accepted as helpful and every effort should 
be made to prevent threats, offensive comments, or defensive aclions. Team mem- 
bers should avoid personal interests and behaviors that exclude the opinions and po- 
sitions of other team members. Instead, they should exhibit mutual respect for each 
other with a special effort to focus on what is best overall for the project. 

TEAM CONDUCT 

A team is most simply defined as two or more people who, by working together, ac- 
complish more than if they worked separately. Projects typically consist of multiple 
design and construction packages, each with specific assignments and responsibili- 
ties. For a successful team, specific rules are required. 

Goals for a particular team explicitly direct the project requirements of each spe- 
cific group. For example, the safety team should know that it is supposed to keep 
health and accident incidents to a quantified level, or the scheduling team should 
know the number of days allowed to develop the CPM schedule. Teams need to 
know the required time to do their work and the desired outcome of their work. 

In addition to knowing the goals, the team must also know how it is expected to 
operate. The design and construction teams should know from the beginning the ex- 
tent of their power and authority to act. For example, some teams may be expected 



only to solve problems, while others are only required for routine reviews, and 
others exist to make decisions. 

Every project requires a set of rules to be obeyed. Without rules, disorder and 
frustration will likely occur. Rules should not be viewed as restrictive. Instead, a 
good set of rules provides freedom to the team members to perform their work be- 
cause they know what is expected ofthem. Generally, when the rules are unclear or 
absent, teams limit themselves from reaching their full potential. 

Working relationships must be clearly defined and understood. To be effective, 
each team should know where it fits in the overall scheme of other operating teams. 
The leader of each team must answer questions regarding internal team relation- 
ships. Team members must show trust and respect for other team members, but 
close personal friendship is not always necessary. In engineering and construction 
projects, teanis often function on the basis of professional relationships. Interrela- 
tionships between teams is the responsibility of upper management. 

Personal values of individual team members often play an important role in 
teams. Each team member brings his or her own set of principles and values to the 
team. The extent and determination to which they hold these values influences how 
well the team will be able to work together. Team members should not have to com- 
promise their personal values and principles. The team leader must be committed to 
respecting team members, promoting openness and flexibility. Situations will arise 
when compromises are necessary to resolve issues. 

QUESTIONS FOR CHAPTER 2-WORKING WITH 
PROJECT TEAMS 

1 It is the project manager's responsibility to ensure that each team member is assigned pri- 
mary responsibility Tor discrete work. Recognizing there are numerous work items in a 
project, describe methods for ensuring there will be no overlap or gaps in the work of a 
project team. 

2 You are the project manager of a team which has been newly formed. Suppose you feel 
one of the team members-is lacking in the required skills to perform the work. Discuss 
methods you would use to assisl lhe team member to ensure that his or her work will meet 
your expectations, 

3 The composition of a design team represents individuals with diverse backgrounds, in- 
cluding civil, mechanical, electrical, and structural. What are methods that you would use 
to ensure mutual respect among team members and to reinforce thc understanding that 
everyone on the team is an important player in the success 01 Lhe project? 

4 Maslow's theory of hierarchy of needs lists five levels of needs that are motivators of peo- 
ple. As a project manager, list methods you would use to identify the needs of team mem- 
bers so you can be responsive to those needs in motivating your team. 

5 Conflict between team members often is a result of changes. List changes during a proj- 
ect that could potentially lead to conflicts. For each change, how would you attempt to re- 
solve the conflict? 

6 When a team is formed that consists of people who have never worked together, team 
building may be necessary. Describe methods of team building for a design team that has 
different engineering disciplines combined with people from purchasing, quality control, 
and cost control. 



7 There are numerous factors in team leadership. List and briefly discuss factors that are im- 
portant in successful team leadership. 
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PROJECT INITIATION 

DESIGN AND CONSTRUCTION PROCESS 

Early in a project, the owner must select a process for design and construction. 
There are many choices of processes, each with advantages and disadvantages. The 
process selected affects financing; selection of team members; and the project cost, 
quality, and schedule. Although the process selected is important, selecting good- 
quality people is more important. A successful project is achieved by people work- 
ing together with clear responsibilities. 

Design and construction projects progress through three phases: project defini- 
tion, design, and construction. It should be mentioned that for a total project there 
are business planning steps that precede design and there is an operations and main- 
tenance phase that follows construction. This book focuses on the design and con- 
struction of projects. Project definition sets the stage for design work, and design 
work sets the stage for construction work. The project definition phase involves dis- 
covery to identify and analyze project requirements and constraints. Although the 
initial focus is on the owner's requirements and constraints, it must be recognized 
that the owner's requirements and constraints carry over to both the designer and 
contractor. Integration of the owner's requirements and constraints provides a de- 
scription of the project and helps identify a plan for the time and cost of delivering 
the project. 

Projects can generally be classified into three sectors: buildings, infrastructure, 
and process. Examples of building-sector projects include commercial buildings, 
schools, office buildings, and hospitals. For building-sector projects, where the ar- 
chitect is the prime designer, the design follows three stages: schematic design, 
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design development, and contract documents. The schematic design produces the 
basic appearance of the project, building elevations, layout of floors, room 
arrangements within the building, and overall features of the project. At the con- 
clusion of schematic design the owner can review the design configuration and the 
estimated cost before giving approval to proceed into design development. Design 
development defines the functional use and systems in the project in order to 
produce the contract documents, the plans and specifications for constructing the 
project. 

Infrastructure-sector projects include transportation systems, such as city streets, 
county roads, state and federal highways, airports, or navigational waterways. The 
infrastructure sector also includes utility projects, such as water and sewer line sys- 
tems, gas distribution lines, electrical transmission and distribution, telephone, and 
cable lines. For these types of projects the owner may be a private company or an 
agency of the government. The prime designer is the engineer, who generally pre- 
pares a complete design before construction contracts are created. 

Process-sector projects include chemical plants, oil refining, pharmaceuticals, 
pulp and paper, and electrical generating. Engineers are the prime designers of 
process-sector projects. The stages of design include preliminary engineering, de- 
tailed engineering, and development of the contract documents. For example, pre- 
liminary engineering may involve designing the process flow sheets and mechanical 
flow sheets for a chemical processing plant. The preliminary engineering produces 
the major processes and major equipment required in the project. Detailed engi- 
neering involves the actual sizing of pipes that will connect to the equipment and 
control systems to operate the facility, such as piping and instrumentation drawings. 
The contract documents are the final drawings and specifications for constructing 
the project. 

Depending on the project delivery method, procurement may start during the de- 
sign phase. For example, as soon as the specification is completed for a major piece 
of equipment, a purchase order may be issued to procure the equipment if it is a 
long lead-time item that must be ordered in advance of construction to ensure that it 
can he installed without delaying the project. Procurement is not restricted only to 
equipment. Procurement may also apply to long lead-time acquisition of bulk ma- 
terial or procurement of construction contractors. 

In the current practice of competitive-bid projects, contractors bid the project af- 
ter the contract documents are completed. After accepting the bid, the contractor 
must develop shop drawings to build the project. Shop drawings are prepared by the 
contractor and submitted to the designer for approval. The shop drawings show the 
detailed fabrication and installation that will be used during construction. Thus, 
the contractor is also involved in design. The production of shop drawings impacts 
the quality of fabrication of manufactured items that will be installed at the job-site. 
Site construction involves labor, material, and construction equipment to physically 
build the project. 

For non-competitive-bid projects, the owner negotiates a contract with a firm to 
provide engineering and/or construction services. Typically, the cost of the project 
is negotiated on some type of cost-reimbursable basis. The agreement also specifies 
how the engineering design will be integrated with the construction process. 
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ADVANCES IN THE ENGINEERING AND 
CONSTRUCTION PROCESS 

The construction industry has matured and continued to enhance the integration of 
activities in the design, fabrication, construction, and operation of constructed fa- 
cilities. Major advancements in computer hardware and software have produced 
two-dimensional (2-D) and three-dimensional (3-D) computer aided design (CAD) 
systems. The CAD technology has progressed to versatile modeling systems that 
can be used throughout the design, engineering, and construction phases to greatly 
improve the capability to detect and prevent interference during field construction. 
The result is more efficient construction operations and less rework. 

The biggest improvement using CAD is better coordination of activities within 
an integrated process, rather than automating individual activities within the exist- 
ing fragmented design1construction process. The design intent may not be fully re- 
alized in the field using traditional information flow to the field through the use of 
drawings and other hardcopy documents. Traditional paper-based construction doc- 
uments do not permit field personnel to interact with the 3-D model to extract in- 
formation that meets their needs. Communication that uses 3-D modeling coupled 
with improved representation of design intent and other supplemental information 
can help alleviate many typical construction problems associated with material 
availability, work packaging, construction sequencing, and field changes. 

PRIVATE VERSUS PUBLIC PROJECTS 

Projects may also be classified as private-sector or public-sector projects. The 
owner of a private-sector project is typically a business that provides goods and 
services for a profit. Examples include commercial retail stores, manufacturing fa- 
cilities, industrial process plants, and entertainment facilities. Since the owner is a 
private business, the business administrators have the flexibility to choose any en- 
gineering and construction services that suit their specific needs. For example, they 
can competitive bid the project or select a sole source firm to provide engineering 
and ~onstruction services. They are not restricted to accepting the lowest bid for the 
work and can choose any form of payment for services. 

The owner of public-sector projects is typically a government agency, such as 
city, county, state, or federal. Examples include local school boards, state highway 
departments, or the federal department of energy or defense. For public-sector proj- 
ects the owner typically uses the competitive-hid method based on the lowest bid 
price for securing engineering and construction services. However, in recent years 
there has been an increase in qualification-based selection (QBS) for securing engi- 
neering and construction services. Using the QBS process, the owner selects 
engineering and construction services based on specific qualifications and other fac- 
tors, rather than only price. 

CONTRACTUAL ARRANGEMENTS 

Project management requires teamwork among the three principal contracting par- 
ties. Members of the owner's team must provide the project's needs, the level of 
quality expected, a permissible budget, and the required schedule. They must also 
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provide the overall direction of the project. The designer's team must develop a set 
of contract documents that meets the owner's needs, budget, required level of qual- 
ity, and schedule. In addition, the work specified in the contract documents must 
be constructable by the contractor. The contractor's team must efficiently manage 
the physical work required to build the project in accordance with the contract 
documents. 

There are numerous combinations of contract arrangements for handling a proj- 
ect. Figure 3-1 illustrates the fundamental arrangements in their simplest form. Each 
of these arrangements is briefly described in the following paragraphs. 

A design/bid/build contract is commonly used for projects that have no unusual 
features and a well-defined scope. It is a three-party arrangement involving the 
owner, designer, and contractor. This method involves three steps: a complete 
design is prepared, followed by solicitation of competitive bids from contractors, 
and the award of a contract to a construction contractor to build the project. Two 

FIGURE 3-1 
Contracting Arrangements. 
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separate contracts are awarded, one to the designer and one to the contractor. Since 
a complete design is prepared before conrtruction, the owner knows the project's 
configuration and approximate cost before commencing construction. Considerable 
time can be required because each step must be completed before starting the next 
step. Also changes during construction can be expensive because the award of the 
construction contract is usually based upon a lump-sum, fixed-price bid before con- 
struction, rather than during construction. 

A designtbuild contract is often used to shorten the time required to complete a 
project or to provide flexibility for the owner to make changes in the project during 
construction. It is a two-party arrangement between the owner and the designlbuild 
firm. Since the contract with the designlbuild firm is awarded before starting any 
design or construction, a cost-reimbursable arrangement is normally used instead of 
a lump-sum, fixed-cost arrangement. This method requires extensive involvement 
of the owner for decisions that are made during the selection of design alternatives 
and the monitoring of costs and schedules during construction. 

A construction management (CM) contract can be assigned to a CM firm to co- 
ordinate the project for the owner. The CM contract is a four-party arrangement in- 
volving the owner, designer, CM firm, and contractor. During the past twenty years 
there has been considerable debate regarding the CM process and the amount of re- 
sponsibility assigned to the CM firm by the owner. The basic CM concept is that the 
owner assigns a contract to a firm that is knowledgeable and capable of coordinat- 
ing all aspects of the project to meet the intended use of the project by the owner. 
The CM method of contracting is discussed further in Chapter 11. 

An ownerlagent arrangement is sometimes used for handling a project. Some 
owners perform part of the design with in-house personnel and contract the balance 
of design to one or more outside design consultants. Construction contracts may be 
assigned to one contractor or to multiple contractors. Although uncommon, an 
owner may perform all design and construction activities with in-house personnel. 
When a project is handled in this manner, it is sometimes referred to as a force- 
account method. 

There are two general types of owners: single-builder owners and multiple- 
builder owners. Single-builder owners are organizations that do not have a need for 
projects on a repetitive basis, normally have a limited project staff, and contract all 
design and construction activities to outside organizations. Thcy usually handle 
pro,jects with a designiidhuild or construction management contract. 

Multiple-builder owners are generally large organizations that have a continual 
need for projects, and generally have a staff assigned to project work. They typically 
will handle small-sized, short-duration projects by designhidhuild. For a project in 
which they desire extensive involvement, a designbuild, construction management, 
or ownerlagent contract arrangement is often used. 

An owner can select a variety of ways to handle a project. The contract arrange- 
ment that is selected depends on the resources available to the owner, the amount of 
project control the owner wishes to retain, the amount of involvement desired by the 
owner, the amount of risk that is shared between the owner and contractor, and the 
importance of cost and schedule. 



PHASES OF A PROJECT 

A project is in a continual state of change as it progresses from its start, as a need by 
the owner, through design development and, tinally, construction. Figure 3-2 shows 
the various phases during the life of a project. As the project moves from one phase 
to another, additional parties hecome involved and more information is ohtained to 

FIGURE 3-2 
Phases of a Project. 
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better identify scope, budget, and schedule. There are times when a project recycles 
through a phase before gaining management approval to proceed to the subsequent 
phase. During each phase, it is the responsibility of the project manager to keep all 
work within the approved scope, budget, and schedule. 

In the early phases of design development, there may not be sufficient informa- 
tion to define the scope accurately enough to know the work to be performed. A 
characteristic of most project managcrs is "I can do it." This characteristic often 
leads to assignment of work to the project manager before the work is completely 
defined or officially approved. This applies to the project manager in either the 
owner, designer, or contractor organization. The people who work around the proj- 
ect manager include clients, subordinates, project team members, upper manage- 
ment, and colleagues who are themselves project managers. A project manager 
cannot efficiently utilize his or her time or effectively manage when special requests 
are made for work that is not well defined. If these conditions exist, the work should 
be performed on a time and material basis for actual work accomplished, until an 
adequate scope, budget, and schedule can be determined. Another option is to de- 
fine a scope, with a matching budget and schedule. Then when there is a deviation 
from the defined scope, the project manager can advise the owner of the readjusted 
budget and schedule caused by the change in scope and obtain the owner's approval 
before proceeding with the work. 

During the development of conceptual configurations and alternatives, the qual- 
ity and total cost of the project must be considered. This can only be achieved 
through extensive input from the owner who will ultimately use the project, since , 

the cost to operate and maintain the facility after completion is a major factor in 
project design. Sometimes the budget is a controlling factor, which causes the 
owner's contemplated scope to be reduced, or expanded. If this condition exists, 
care must be exercised to ensure the project meets the minimum needs of the owner 
and there is a clear understanding of the level of quality that is expected by the 
owner. It is the duty of the project manager to ensure that project development 
meets the owner's expectations. 

The owner's authorization to proceed with final design places pressure on the de- 
signer to complete the contract documents at the earliest possible date. However, the 
quality and completeness of the bid documents have a great influence on the cost of 
the project. Adequate time should be allocated to the designer to produce a design 
for the project that is constrnctable and will perform for the owner with the least 
amount of maintenance and operating costs. 

For large projects the procurement of bulk material and special equipment has a 
large impact on the construction schedule. The project manager must ensure that 
long lead-time purchase items are procured. This must be coordinated with the 
owner's representative on the project team. 

The type of contract chosen and the contractors selected to bid the project influ- 
ence cost, schedule, and quality. The project manager plays an important role in 
process of qualifying of contractors, the evaluation of bids, and recommendations 
of the award of construction contracts. 



OWNER'S STUDY 

A project starts as a need by the owner ibr the design and construction of a facility 
to produce a product or service. The need for a facility may be recognized by an op- 
erating division of the owner, a corporate planning group, a top executive, a board 
of directors, or an outside consulting 1-m. Generally one or more persons within the 
owner's organization are assigned to perform a needs assessment to study the mer- 
its of pursuing the project. 

The first requirement of the owner is objective setting. This is important because 
it provides a focus for scope definition, guides the design process, and influences 
the motivation of the project team. The process of setting objectives involves an op- 
timization of quality, cost, and schedule. The owner's objectives must be clearly 
communicated and understood by all parties and serve as a benchmark for the nu- 
merous decisions that are made throughout the duration of the project. 

The magnitude of the owner's study varies widely, depending on the complexity 
of a project and the importance 01 the project to the owner. It is an important study 
because the goals, objectives, concepts, ideas, budgets, and schedule that are devel- 
oped will greatly influence the design and construction phases. 

The owner's study must conclude with a well-defined set of project objectives 
and needs, the minimum requirements of quality and performance, an approved 
maximum budget, and a required project completion date. Failure to provide any of 
the above items starts a project in the wrong direction and leads to future problems. 
Sometimes an owner will contract parts of the study to an outside consulting firm. 
If an outside f i  is utilized, the owner must still be involved to be certain his or her 
needs are represented. 

The thoroughness and completeness of the owner's study has a significant impact 
on total project cost. An inadequately defined project scope leads to changes during 
design andlor construction. An incomplete scope leads to costly change orders and, 
frequently, to claims and disputes which lead to major cost overruns, delays, and 
other problems. Experienced managers agree the time to achieve savings and reduce 
changes is in the early life of the project, not at the start of construction. This con- 
cept is illustrated in Figure 3-3. 

OWNER'S NEEDS AND PROJECT OBJECTIVES 

An owner must know his or her needs and objectives before any productive project 
work can be started. If the owner doesn't know what the project requires, then no 
one knows what to do. Defining owner needs is the first step in a broad range of 
preproject activities that lead to scope definition. A project manager cannot form the 
project team to execute the project without a clear scope definition. 

The pmcess of identifying owner needs and objectives requires the involvement 
of a wide range of people within the owner's organization. This includes top man- 
agers and investors, financial personnel, and in particular the people who will use 
and/or operate the project after it is constructed. The process of identifying owner 
needs and objectives usually involves numerous activities and discussions. It is 
important that "what is needed be separated from "what is wanted." Without 
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FIGURE 3-3 
Importance of Clear Project Definition During the Early Phases of a Project. 
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constraints of cost and schedule, focus easily shifts from what is needed to what is 
wanted. This makes a project unaffordable and non-feasible. Because there are al- 
ways constraints of cost and schedule, the owner must develop a project definition 
based upon need. This process involves an optimization of quantity, quality, cost, 
and schedule. 
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Members of the owner's organization must realize that it is their responsibility to 
resolve all issues related to project needs and objectives before assigning the proj- 
ect to the project manager. It is not the duty of the project manager or the project 
team Lo define the owner needs. Vague owner needs lead to project changes, scope 
growth, cost ovenuns, rework, and misunderstandings among team members. The 
best way to determine needs, and information related to needs, is to talk to the peo- 
ple who will use the facility after it is constructed. 

The following paragraphs present a hypothetical example of the development of 
an owner's needs. An owner may define a company goal of centralization of its op- 
erations to streamline operating efficiency. To achieve this goal, company manage- 
ment may set the objective of consolidating the service facility of each of its five 
operating districts into a single location. Thus, there is a need to design and build a 
service facility that will serve the rive operating districts. Key people, from each 
district, must meet and agree on what is needed in a facility that satisfies the in- 
tended usage by each operating district. Negotiations between the people should fo- 
cus on what is best overall for the company in order to achieve efficiency of 
operations, which is the company's goal. Compromise is often necessary to separate 
"what is needed" from "what is wanted." The end result should be a facility that 
meets the needs of all five districts and can be operated more efficiently than five 
separate senice facilities. For example, agreement may be reached that the owner 
needs a facility consisting of three buildings: an employee's ofice building, a ware- 
house, and a maintenance shop. Additionally, an outside heavy equipment and bulk 
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materials storage area may be needed. These minimum requirements of the facility 
then initiate the process of project definition and scope. 

A part of the owner's needs and objectives study is assessment of the total proj- 
ect budget because management generally will not approve starting the design of a 
project unless the probable total cost is known. The project budget at this stage of 
development is based on parameter costs, such as cost per square foot of building or 
cost per acre of site development. If the anticipated project cost exceeds the amount 
that management is willing to approve, then it is necessary to reduce the scope of 
work. For example, the employee's office building and maintenance shop may be 
retained in the project and the warehouse eliminated. This decision would be made 
if the warehouse is the lowest priority of the three buildings. Consideration would 
be given to adding the warehouse at a future date when funds are available, after 
completion of the site-work, the employee's office building, and the maintenance 
shop. The project management of this type of project is further discussed in Chap- 
ters 6 ,8 ,  9 and Appendix A. 

PROJECT SCOPE DEFINITION 

Project scope identifies those items and activities that are required to meet the needs 
of the owner. For example, a project nlay need three buildings consisting of an em- 
ployee's office building, a warehouse, and a maintenance shop. In addition, the proj- 
ect may need a crushed aggregate area for storage of heavy equipment and bulk 
materials. Each of the above items should be defined in further detail, such as num- 
ber of employees in each building, type and amount of storage needed in the ware- 
house, type of maintenance required, and size and weight of equipment. This type 
of information is needed by the project manager and team to define the work re- 
quired to meet the owner's needs and objectives. 

The purpose of project scope definition is to provide sufficient inrormation to 
identify the work to be performed, to allow the design to proceed without signifi- 
cant changes that may adversely affect the project budget and schedule. Just to state 
that a project consists of three buildings and an outside storage area is not enough 
information to start the design phase. To assist the owner in this effort, a compre- 
hensive check list of items should be prepared. Table 3-1 is an abbreviated check list 
for project scope definition of a petrochemical project. The table is provided for il- 
lustrative purposes only and does not include all the items that should be consid- 
ered. A similar check list should be prepared for other types of projects. 
Experienced design and construction personnel can provide valuable input to assist 
an owner in the development of a check list for project scope. 

Before design is started, scope must adequately define deliverables, that is, what 
will be furnished. Examples of deliverables are design drawings, specifications, as- 
sistance during bidding, construction inspection, record drawings, and reimbursable 
expenses. All this information must be known before starting design because it af- 
fects the project budget and schedule. To accomplish this, the project manager from 
the design organization must be involved early in the project; and he or she will re- 
quire input from experienced technical people to represent every aspect of the pm- 
posed project. 



TABLE 3-1 
ABBREVIATED CHECK LIST FOR PROJECT SCOPE DEFINITION OF A 
PETROCHEMICAL PROJECT 

1. General 
1.1 Size of plant capacity 
1.2 Process units to be included 
1.3 Type of plant feedstock 
1.4 Products to be made, initial and future 
1.5 Should plant be designed for minimum investment 
1.6 Horizontal vs. stacked arrangement of equipment 
1.7 Layout and provisions for future expansion 
1.8 Any special relationships (e.g., involvements of other companies) 

2. Site information 
2.1 Access to transportation: air, waterway, highway, railway 
2.2 Access to utilities: water, sewer, electrical, fire protection 
2.3 Climate conditions: moisture, temperature, wind 
2.4 Soil conditions: surface, subsurface, bearing capacity 
2.5 Terrain: special precautions for adjacent property 
2.6 Acquisition of land: purchase, lease, expansion potential 
2.7 Space available for construction 

3. Buildings 
3.1 Number, types, and size of each 
3.2 Occupancy: number of people, offices, laboratories 
3.3 Intended usage: offices, conferences, storage, equipment 
3.4 Special heating and cooling requirements 
3.5 Quality of finish work and furnishings 
3.6 Landscaping requirements 
3.7 Parking requirements 

4. Regulatory requirements 
4.1 Permits: construction, operation, environmental, municipal 
4.2 Regulations and codes: local, state, federal 
4.3 Safety: detection systems, fires, emergency power 
4.4 Environmental: air, liquids, solids, wetlands 
4.5 Preservations restrictions 

A realistic budget and schedule cannot be determined for a project without a 
well-defined scope of work. Thus, the project scope should be developed first, then 
a project budget and schedule developed that matches the scope. It is the responsi- 
bility of all project managers to keep all work within the approved scope, and all 
costs and schedulc within approved limits. 

There are times when an owner may become excited about the merits of a proj- 
ect and anxious to begin work as soon as possible. This usually occurs when a new 
product is developed or a government official decides a facility should be built at 
a particular time or location. The project manager must thoroughly review the proj- 
ect scope and be certain that it is sufficiently well defined before starting work on 
the project. If this is not done, the project team is forced into defining scope while 
work is being performed, which leads to frustration and adverse relationships. 
The simple solution to this problem is to lock in the scope at the beginning of the 
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project, before starting work, to make certain all parties know the full extent of the 
required work. 

PROJECT STRATEGY 

In the early stages of project development the owner must develop the project strat- 
egy, a plan to carry out tasks in a timely manner. Project strategy forms the frame- 
work for handling the project. It includes the contracting strategy, the roles and 
responsibilities of the project team, and the schedule for design, procurement, and 
construction. 

Contract strategy identiiies the overall organizational structure and the allocation 
of risk among the contracting parties. In the early stages of project development the 
owner must decide the work that can be performed by in-house personnel and the 
work that must be contracted to outside organizations. The owner may have a large 
engineering staff that can handle the entire project: design, procurement, and con- 
struction. In other cases the owner may only have a limited staff for projects, which 
requires the assignment of contracts to outside organizations that have the capabil- 
ity to perfom the necessary work. 

Although a large organization may have the in-house capability, it may not be 
able to schedule the work when it is needed due to prior commitments. The owner's 
organization must make a realistic assessment of the work that can be accomplished 
in-house and an outside firm's capability to perform the work, and then evaluate the 
cost and schedule trade-offs of purchasing outside services. 

The type of contract chosen defines the allocation of responsibilities and risks for 
each party and influences the project schedule. If a fast-track ~chedule is important 
in order to obtain an early return on the project investment, then a cost-plus-fee con- 
tracting strategy may be desirable. Government projects of an emergency nature are 
sometimes handled in this manner. If there is ample time to complete the entire de- 
sign, a traditional design/bid/build approach with a lump-sum contract may be de- 
sirable. The owner must evaluate all possibilities, identify the advantages and 
disadvantages, and consider what best meets his or her needs, objectives, budget 
constraints, and schedule requirements. 

The project strategy includes a schedule for the timing of design, procurement, 
and construction tasks. The purpose of the owner's schedule is to identify and in- 
terface overall project activities: design, procurement, and construction. A workable 
schedule must be developed that integrates the activities of all parties involved in 
the project. Any change in the project schedule should be approved by all parties. 

SELECTION OF DESIGN FIRMS AND CONSTRUCTION 
CONTRACTORS 

Selection of the designer and consb-uctor varies depending on many factors includ- 
ing the type, size, and complexity of the project; the owner's knowledge in handling 
engineering and construction projects, and how soon the owner wants the project 
completed. The method of selection depends on the owner's project strategy and the 
contract arrangement chosen by the owner. 
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When the owner plans to complete all the design before selecting a construction 
contractor, then a procedure must be initiated for selecting the designer. Typically, 
an owner selects a designer that he or she has used before and with which he or she 
has had a satisfactory experience. For private-sector projects, owners can simply 
choose their preferred designer or they may desire to obtain proposals from several 
design organizations that they have used in the past. A request for proposal (RFP) is 
issued to the prospective designers who then each prepare a design proposal as dis- 
cussed in Chapter 7. After the design organizations have submitted their proposals, 
the owner can review and evaluate the proposals and make a decision for award of 
the design contract. For public-sector projects, selection of the designer depends on 
the policies and restrictions of the owner's organization. Generally, designers are se- 
lected from a list of prequalified firms. Chapter 5 presents methods of compensation 
for professional design services. 

If the owner has no prior experience in workng with designers, a procedure must 
be established to select the designer. After the owner has studied the proposed proj- 
ect and its need for dcsign services, a list of prospective design organizations is iden- 
tified. Often the list is compiled based on recommendations of other owners or those 
acquainted with design firms who are known to have the expertise required to design 
the project. Generally the list consists of at least three design firms that appear to be 
best qualified for the particular project. Each design f i  is sent a letter that briefly 
describes the proposed project and inquires about its interest in the project. Upon re- 
ceipt of confirmation that the design firm is interested in the project, the owner then 
conducts a separate interview of each design firm. At the interview the owner re- 
views the qualifications and records of the firm to assess ils capability to complete 
the work within the allotted time and to review specific key personnel that would be 
assigned to the project. It is important for the owner to meet the specific people who 
will be performing the design work to ensure compatibility of personalities. 

Typically after all interviews are conducted, the owner lists the design firms in 
the order of their desirability, taking into account their location, reputation, size, ex- 
perience, financial stability, available personnel, quality of references, work load, 
and other factors related to the proposed pro-iect. Based on the evaluation, one or 
more additional interviews of the top design firms may be conducted before a deci- 
sion is made on the final selection. 

If the design is 100% complete, the owner may issue requests for bids (RFB) to 
construction contractors. For most private-sector projects the contract documents 
generally state that selection of the construction contractor will be based on the low- 
est and best bid. Typically for public-sector projects the contract documents state 
the selection of the construction contractor will be based on the lowest qualified 
bidder. However, the lowest bid is generally the criteria for selection of a construc- 
tion contractor when the design is 100% complete. 

Sometimes the owner may desire to start construction before design is com- 
pleted. For example, the construction contractor may be chosen after 70% design 
completion, or the construction contractor may be selected at the same time the de- 
signer is selected in order to take advantage of the contractor's knowledge of build- 
ing the project. When the owner desires to start construction before design is 
complete, selection of the construction contractor cannot be made on price alone 
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because the design documents are not completed. When the construction contractor 
is selected before design is completed, a procedure is established to review and 
evaluate prospective construction contractors similar to the procedures presented in 
preceding paragraphs for selection of the designer. A more detailed discussion of 
project delivery methods for construction is presented in Chapter 11. 

PARTNERlNG 

The competitive environment and the rigid requirements of contracts have, at times, 
caused adverse relationships in lhe construction industry. Traditionally, contractors 
and vendors have been selected on a competitive-bid basis to provide construction 
services, under formal contracts, to meet the requirements specified in the drawings 
and specifications. A short-time commitment is made for the duration of the project. 
Thus, contractors and vendors work themselves out of a job. 

A relatively new concept called partnering is an approach that focuses on mak- 
ing long-term commitments, with mutual goals for all parties involved, to achieve 
mutual success. The Construction Industry Institute (CII) established a task force on 
partnering to evaluate the feasibility of this method of doing business in the con- 
struction industry. CIT Publication 17-1, entitled In Search ofparfnering Excellence, 
is a report that discusses the research findings on partnering practices. The follow- 
ing paragraphs are excerpts from the report. 

Partnering is a business strategy that offers many advantages to the parties in- 
volved; however, its success depends on the conduct of the parties and their ability 
to overcome barriers related to doing business differently than in the past. Compa- 
nies agree to share resources in a long-term commitment of trust and shared vision, 
with an agreement to cooperate to an unusually high degree to achieve separate yet 
complementary objectives. Partnering is not to be construed as a legal "partnership" 
with the associated joint liabilities. 

The first known partnering relationship in the construction industry was between 
an oil company and a contractor. The owner approached the contractor and pro- 
posed that some of the existing engineering blanket work be accomplished using a 
new set of relationships and accountabilities. Hence, both agreed to enter into a 
"partnering relationship" to perform multiple projects in different locations. The 
services provided by the contractor included project-execution related services, 
while the owner provided technical assurance and approved only primary funding 
documents and scoping documents developed by the contractor. Twenty-five differ- 
ent projects were performed with this relationship. 

From a contractual point of view, this first partnering relationship differed from 
traditional contracts because the bureaucratic procedures were removed and all is- 
sues were open for negotiations. In this relationship the owner agreed to carry the 
financial burden of any risks that might occur during the duration of the relation- 
ship. The parties agreed to set performance evaluation criteria for major areas that 
were important to the projects. An incentive system based on the performance cri- 
teria was utilized, including monetary awards given by the owner to the contractor 
for doing a good job. Contractor incentives to employees included both monetary 
and non-monetary incentives. 
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A cultural change is required by all parties in a partnering relationship. The three 
key elements of any successful partnering relationship are trust, long-term comrnit- 
ment, and shared vision. As these three elements are developed, other subelements 
are achieved and the benefits to all parties are maximized. Both customer and sup- 
plier can profit from reduccd overhead and work load stability. Competitive advan- 
tage is enhanced through improved cost, quality, and schedule. Growth and balance 
ate important to the continual improvement of the partnering agreement. For exam- 
ple, in developing long-term commitment, a partnering agreement may grow from 
single to multiple projects. Likewise, trnst may evolve from competitive bidding 
through complete disclosure of project costs in a cost-plus relationship. Shared vi- 
sion can expand to open sharing and mutual development of business objectives. 

The Cll publication discusses applications of partnering to small businesses and 
projects, guidelines on selecting partners, and guidelines for implementing a part- 
nering relationship. 

QUESTIONS FOR CHAPTER 3--PROJECT INITIATION 

1 There are many contractual arrangements for handling a project. This chapter describes 
the arrangements in four basic forms: designlbidhuild, designbuild, construction man- 
agement, and ownerfagent. Describe the advantages and disadvantages of each of these 
arrangements, considering factors such as the cost, time, and level of involvement desired 
by the owner of the project. 

2 Review one of the references at the end of this chapter, or choose another reference, and 
briefly describe the many forms of consuuction management that are currently being used 
in the engineering and construction industry. 

3 The various phases for development of a project are shown in Figure 3-2. Review each 
phase and identify the party that most likely would be involved in performing the work of 
the phase, and the party whose work will be most influenced by the results of the phase. 
Identify parties as one of the following: owner, consultant to the owner, designer, con- 
struction manager, or construction contractor. 

4 A part of the owner's study is defining the requirements of the project. Identify and de- 
scribe methods that can be used to assist an owner with this important study assuming that 
the owner does not have the expertise to perform the study. 

5 Review the list of references at the end of this chapter and summarize the process of set- 
ting project objectives to assure the successful completion of a project. 

6 Describe the differences between project objectives and project scope definition. Define 
the interactive role of the owner and designer in this process to ensure a well-defined un- 
derstanding between the two parties. 

7 Review published articles that describe the concept and process of partnering, and list ma- 
jor differences between partnering and traditional methods of contracting strategies. 
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EARLY EST1 MATES 

IMPORTANCE OF EARLY ESTIMATES 

For engineering and construction projects, accurate early cost estimates are ex- 
tremely important to the sponsoring organization and the engineering team. For the 
sponsoring organization, early cost estimates are often a basis for business unit de- 
cisions, including asset development strategies, screening of potential projects, and 
committing resources for further project development. Inaccurate early estimates 
can lead to lost opportunities, wasted development effort, and lower than expected 
returns. 

An early estimate is also important to the project team because it becomes one of 
the key project parameters. It helps formulate execution strategies and provides a 
basis to plan engineering and construction. The early estimate often serves as a 
baseline for identifying changes as the project progresses from design to construc- 
tion. In addition, the performance of the project team and overall project success is 
often measured by how well the final cost compares to the early cost estimate. 

CLASSIFICATION OF EARLY ESTIMATES 

There are many estimates and reestimates for a project, based on the stage of proj- 
ect development. Estimates are performed throughout the life of a project, begin- 
ning with the first estimate through the various phases of design and into 
construction as shown in Figure 4-1. Initial cost estimates form the basis to which 
all future estimates are compared. Future estimates are often expected to agree with 
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Sponsor's Preliminary Detailed Procurement Construction 
study 1 Engineering 1 ngineering 1 1 

FIGURE 4-1 
Estimates and Reestimates Through Phases of Project Development. 

(i.e., be equal to or less than) the initial estimates. However, too often the final proj- 
ect costs exceed the initial estimates. 

Various names have been given to estimates by several organi~ations. However, 
there is no industry standard that has been established for defining estimates. In 
general, an early estimate is defined as an estimate that has been prepared after the 
business unit study but prior to completion of dethiled design. 

Individual companies define estimate names and percent variations that they use. 
Various organizations have also defined classifications of cost estimates. Two ex- 
amples are the cost estimate classifications by the Association for Advancement of 
Cost Engineering (AACE) International shown in Figure 4-2 and by the Construc- 
tion Industry Institute (CII) shown in Figure 4-3. 

In general, an early estimate is defined as an estimate that has been prepared be- 
fore completion of detailed engineering. This definition applies to class 5, class 4, 
and early class 3 estimates of AACE International. This definition also applies to 
order-of-magnitude and factored estimates described in CII publications. 

FIGURE 4-2 
AACE International Cost Estimation Classifications (18R-97) 

Estimate 
class 

Class 5 
Class 4 
Class 3 
Class 2 
Class 1 

Level of project 
definition 

0% to 2% 
1%t05% 

10% to 40% 
30% to 70% 
50% to 100% 

End usage 
(Typical purpose of estimate) 

Concept Screening 
Study or Feasibility 
Budget, Authorization, or Control 
Control or Bidmender 
Check Estimate or BidlTender 

Expected 
accuracy range 

5 0 %  to 100% 
-30% to +50% 
-20% to +30% 
1 5 %  to +20% 
1 0 %  to +15% 
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Estimate class Percent range Description/methodology 

Order-of-Magnitude +IF30 to 50% Feasibility study--cost/capacity curves 
Factored Estimate +/-25 to 30% Major equipment-factors applied for costs 
Control Estimate +/-I0 to 15% Quantities from mech/elect/civil drawings 
Detailed or Definitive +/-<lo% Based on detailed drawings 

I I 

FIGURE 4-3 
Construction Industry Institute Cost Estimate Definitions (GI1 SD-6). 

ESTIMATING WORK PROCESS 

Estimating is a process, just like any endeavor that requires an end product. Infor- 
mation must be assembled, evaluated, documented, and managed in an organized 
manner. For a process to work effectively, key information must be defined and ac- 
cumulated at critical times. The primary factors in preparing estimates are shown in 
Table 4-1. 

These concepts are illustrated in the estimating work process of Figure 4-4. The 
f m t  step in the estimating work process is alignment. Alignment between the cus- 
tomer and the estimating team must be established before starting an estimate. As 
discussed on the following pages alignment is accomplished by early communica- 
tions to ensure a clear understanding of the customer's expectations and the esti- 
mating team's ability to meet those expectations. Close alignment helps mitigate 
estimate inaccuracies that can result from misunderstandings and miscommunica- 
tions. It also enables establishment of the estimate work plan and staffing require- 
ments. The estimate kick-off meeting provides an excellent forum for establishing 
alignment. 

A wccessful process provides a clear understanding of the work to be performed 
and the products that will be produced. The level of scope definition for early 
estimates is low compared to later estimates. There must be a mutual understanding 

TABLE 4-1 
PRIMARY FACTORS IN PREPARING ESTIMATES. 

1. Standardization of the cost estimate preparation process 

2. Alignment of objectives between the customer and team 

3. Selection of estimate methodology commensurate with the desired level of accuracy 

4. Collection of project data and confirmation of historical cost information 

5. Organizing the estimate into the desired format 

6. Documentation and communication of estimate basis, accuracy, etc. 

7. Review and checking of estimate 

8. Feed-back from project implementation 
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Lessons Learned for Continuous Improvement 

Estimate Feed-Back for Continuous lmorovrrnent 1 
FIGURE 4-4 
Estimating Work Process 

between the business unit and the estimator regarding the level of scope definition. 
The estimator must communicate to the business unit the expected range of accu- 
racy based on the level of scope definition. 

Prior to starting the estimate, a work plan for preparing the estimate should be 
developed. The work plan can be developed after alignment and scope definition. 
The estimate work plan identifies the work that is needed to prepare the estimate in- 
cluding who is going to do it, when it is to be done, and the budget for preparing the 
estimate. The plan also includes the tools and techniques that are appropriate for the 
level of scope definition and the expected accuracy of the estimate. The leader of 
the estimating team is responsible for developing the estimate work plan which is 
discussed in the following pages. 

While preparing an estimate, there must be two-way communications between 
the estimating team and the party that requested the estimate. The estimating team 
must keep the requesting party informed of the work being performed, and the re- 
questing party must respond to questions that may a r i ~ e  from the estimating team. 
The estimating process can assist the requesting party in identifying areas of uncer- 
tainty and additional information that may be needed or assumptions that must be 
made in lieu of definitive information about the project. 

After the estimate is completed, a document should be prepared that defines the 
basis of the estimate. Estimate documentation is essential for presentation, review, 
and future use of the estimate. The documentation for an estimate improves com- 
munications among project participants, establishes a mechanism for estimate re- 
views, and forms a basis for early project cost control. The estimating team should 
develop a standard cost estimate presentation format that is easily understood by in- 
ternal business and engineering management. 

Contingency is the amount of money that must be added to the base estimate to 
account for risk and uncertainty. Contingency is a real and necessary component of 
an estimate. Assessing risk and assigning contingency to the base estimate is one of 
the most important tasks in preparing early estimates. Typically, risk analysis is 
a prerequisite to assigning contingency. Based on the acceptable risks and the 



expected confidence level, a contingency is established for a given estimate. The 
lead estimator for a project must assess the uniqueness of each project and select the 
technique of risk analysis that is dcemed most appropriate. 

No estimating process is complete without the continuous feed-back loops 
shown in Figure 4-4. To improve early estimates, the estimating process must be a 
continuous cycle. Actual cost information from completed projects must be cap- 
tured in a feed-back system that can be integrated into the cost database for use in 
preparing future estimates. Lessons learnedduring project execution must also be 
documented and incorporated into estimating standards and procedures. The lessons 
l emed  during cons&ction must be communicated back t"the estimating team, to 
enable them to establish hetter standards for preparing future project estimates. 

IMPORTANCE OF TEAM ALIGNMENT IN PREPARING 
EARLY ESTIMATES 

Early communication between the team and the customer is essential to the success 
of any estimate, particularly early estimates. This early communication is necessary 
to ensure a clear understanding of the customer's expectations and the team's abil- 
ity to meet those expectations. Table 4-2 is a list of benefits of team alignment. 

To achieve alignment, a special effort must be made to resolve all issues that can 
impact the team's work and the customer's understanding of the contents of the es- 
timate. This can be accomplished by two-way, open communications before start- 
ing the estimating process. 

TABLE 4-2 
BENEFITS OF TEAM ALIGNMENT. 

1. Establishes a clear understanding between the customer and the team of the project's 
parameters 

2. Assists in determining the level of effort required of the estimating team to deliver the 
estimate 

3. Enables the estimating team to establish a work process and staffing plan to provide the 
deliverables required to meet the customer's expectations 

4. Highlights issues that might not otherwise have been considered in the development of the 
estimate 

5. Improves and documents the level of scope definition and the information that is known about 
the pmject 

6. Assists the customer's understanding of what is included in the estimate and what is not 
included in the estimate 

7. Establishes the responsibility of all project team members and the customer in the preparation 
of the estimate 

8. Serves to establish a cohesiveness between the project team and the customer 
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TABLE 4-3 
CRITICAL QUESTIONS FOR PREPARING EARLY ESTIMATES 

1. How thorough is the scope definition of the project? 

2. What level of accuracy and detail is the customer expecting? 

3. What deliverables are required from this effort? 

4. What decisions will be made based on this estimate? 

The level of scope definition of the project is one of the key issues that must be 
resolved early, because the accuracy of the estimate is dependent on scope defini- 
tion. The customer must provide the level of accuracy and detail that is expected in 
the estimate. The estimating team must clearly communicate to the customer what 
will be provided in the estimate. The customer must also define the required deliv- 
erable~ of the team and the type of decisions that will be made based on the esti- 
mate. Critical questions that must be addressed early are shown in Table 4-3. 

The estimate kick-off meeting is an effective method of achieving alignment by 
addressing the issues shown in Table 4-4. The estimate kick-off meeting between 
the customer and the teani provides an exchange of information regarding the cus- 
tomer's expectations and the team's ability to meet those expectations. Regularly 
scheduled progress meetings after the kick-off meeting ensure continued alignment 
throughout the estimating process. 

Project management should initiate open communication between the customer 
and the team to assist in identifying and documenting the issues to be resolved. 
Early involvement of the customer reduces the potential of giving conflicting in- 
structions and directions to the team. Alignment requires a cooperative effort be- 
tween the team and the customer. Common pitfalls in alignment of early estimates 
are shown in Table 4-5. 

SCOPE DEFINITION AND EARLY ESTIMATES 

Good scope definition is extremely important in preparing estimates. However, 
early estimates are usually prepared based on very limited scope definition and 
scant information regarding specific needs of the proposed project. 

It is common knowledge that the accuracy of any estimate depends on the 
amount of information that is known about the project when the estimate is pre- 
pared. Any cost estimate usually is assigned a range of accuracy (+I- percentage). 
These ranges narrow as the quantity and quality of information increase through the 
life of a project. This infers that estimate accuracy is a function of available infor- 
mation (scope definition), a generally accepted fact in engineering and construction. 

During the past thirty years, numerous papers have been published, emphasizing 
the importance of scope definition. The lack of scope definition has been identified 
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TABLE 4-4 
CHECK LIST OF ISSUES FOR THE ESTIMATE KICK-OFF MEETING 

1. What are the customer's driving principles and expectations? 

2. What is the level of scope definition of the project? 

3. What level of accuracy and detail is the customer expecting? 

4. What deliverables are required from this effort? 

5. What decisions will be made based on the estimate? 

6. Does the project have unique or unusual characteristics? 

7. What is the estimate due date and the anticipated project starVcompletion date? 

8. What level of confidentiality is required by the team? 

9. Who are the customer's contacts with the team? 

10. What other organizations need to interface with the team? 

11. Are there other information sources that can aid the estimating team? 

12. What is the budget for developing the estimate and who is paying for it? 

13. Have similar projectslestimates been developed previously? 

14. What customer-furnished items are to be excluded from the estimate? 

15. What customer-furnished costs are to be included in the estimate? 

16. Are there specific guidelines to be used in preparing the estimate? 

17. Are there special permitting requirements that may affect the cost and schedule? 

18. Are there any special funding requirements that might influence the final total installed cost? 

19. Are there other issues that could affect the cost or schedule of the pmject? 

20. What level of effort is required to meet the desired accuracy? 

as the root cause of cost overruns, late completion dates, excessive rework, unnec- 
essary disputes, poor team alignment, and other problems associated with engineer- 
ing and construction projects. 

It should be recognized that determining the level of scope definition is a pro- 
gressive activity. It starts at the inception of the project, when the project is only an 
idea of the project sponsor for a product to be produced. As engineering progresses, 
the level of scope definition increases. Consequently, early estimates are often sub- 
ject to high variability. 

Although good scope definition is important in preparing estimates, the skills and 
experience of the project team and the estimating procedure also play an important 
role. Figure 4-5 illustrates the importance of having the team involved early in a 
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TABLE 4-5 
COMMON PITFALLS IN TEAM ALIGNMENT FOR PREPARING EARLY ESTIMATES. 

1. Early estimates that are heavily influenced by a preconceived number developed by 
individuals outside the estimating team 

2. Failure to include the business decision maker early in the estimating process 

3. Failure to resolve issues early 

4. Excessive constraints on the estimating team, such as inadequate time for preparing the 
estimate or lack of cost data 

5. Failure to hold an estimate kick-off meeting 

6. Failure to identify information required of the estimating team to prepare the estimate 

7. Inadequate understanding of the expected accuracy based on the level of information, 
estimate methodology, or other factors that impact the estimate 

8. Failure to identify costs and scope to be captured in the estimate 

9. Failure to identify the scope that is not to be included in the estimate 

10. Faiiure to communicate the estimating methodology to be used in preparing the 
estimate 

Project Inception Project Completion 

FIGURE 4-5 
Relative Impact of Team's Skills and Estimating Procedures on Estimate Accuracy. 

project's life, when the level of scope definition is low. The business unit must rely 
on the experience and skills of the team to produce accurate early estimates, because 
early in the project the level of scope definition is low and it is often poorly defined. 
The estimator must address limited scope definition and clearly communicate to the 
customer the level of scope definition that was used in preparing the estimate. 
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PREPARING EARLY ESTIMATES 

Issues that should be discussed, defined, and documented when preparing estimates 
are shown in Table 4-6. As the estimate is being prepared it is important to perform 
periodic "reality checks" to make sure the costs developed are within reason. Based 
on estimator experience and familiarity with the project, this may include 

Simple "intuitive" checks for reasonableness 
Comparisons with similar projects 
Comparisons with industry data ($/square foot, costlmegawatt, indirect/diiect 
costs, etc.) 
Check ratios such as lighting costs/fixture, fire protection, costs/sprinkler, etc. 

Once the estimate is complete, a detailed review should be made of the entire esti- 
mate package, including the backup materials, assumptions, unit prices, and pro- 
ductivity rates. The estimate should also be checked against the project schedule 
requirements to ensure they are compatible, such as overtime rates assumed during 
outages, and price escalation. 

ORGANIZING TO PREPARE ESTIMATES 

The lead project estimator is responsible for initiating and leading the effort to de- 
velop a plan for preparing the estimate. In almost all situations, higher-quality esti- 
mates can be produced by professional cost estimators with an engineering or 
technical background. Like any technical specialty, estimating requires specific 
skills, training, and experience. Involvement of the estimating team early in the 
project is essential in the business development process. 

TABLE 4-6 
ISSUES FOR PREPARING EARLY ESTIMATES 

1. Work plan for preparing the estimate 

2. Costslscope to be included, or excluded, in this estimate 

3. Estimating methodology, tools, and techniques 

4. Expected accuracy of the estimate 

5. Impact of time allowed for preparing the estimate 

6. information needed by the estimating team to prepare the estimate 

7. Roles and responsibilities for preparing the estimate 

8. Format for presehting the estimate to the customer 

9. Schedule for preparing the estimate that includes 

a. Kick-off meeting, estimate reviews and approvals 

b. Milestones for delivery of information and deliverables 
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Cost estimates for projects in the engineering and consh-uction industry are pre- 
pared by individuals with many different job titles, responsibilities, and functions. 
Depending on the size and needs of each company, those preparing cost estimates 
may be working alone or as part of a group. They may be centralized in one loca- 
tion or in multiple locations. In some situations they may be integrated with differ- 
ent organizations or they may work in one homogeneous group. 

There are advantages and disadvantages to centralizing or decentralizing the es- 
timating staff. Where an estimate is prepared is not as important as who is preparing 
the estimate and the process used in preparing the estimate. It is important to im- 
plement and maintain effective control over the estimating process. Procedures 
must be in place for 

Disseminating knowledge and sharing expertise among the estimating staff 
Assigning and sharing the work load among estimators to improve efficiency 
Reviewing, checking, and approving work for quality control 

Timely exchange of information is critical to ensure current price data, databases, 
and feed-back. Preparing estimates requires expertise from multiple disciplines. An 
effective organization includes members of key disciplines, estimators, and man- 
agement personnel who are knowledgeable in estimating. An effective team must be 
organized to prepare, review, check, and approve the work. This same team must 
also capture lessons learned to improve the estimating process and improve 
efficiency. 

ESTABLISHING AN ESTIMATE WORK PLAN 

Effective management of the estimating effort requires planning, scheduling, and 
control. The leader of the estimating team is responsible for developing an estimate 
work plan for the project. The estimate work plan is a document to guide the team 
in preparing accurate estimates and improving the estimating process. It identifies 
the work that needs to be accomplished to prepare the estimate: who is going to do 
it, when it is to be done, and the budget for preparing the estimate. 

The estimate work plan is unique for each project, based on specific project pa- 
rameters and requirements. Figure 4-6 illustrates the type of information that 
should be included in an estimate work plan. The work plan should contain suf- 
ficient detail to allow all members of the estimating team to understand what is 
expected of them. After the work plan is finalized, it serves as a document to 
coordinate the estimating work and as a basis to control and maintain the estimating 
process. 

In preparing early estimates, the skill level of the estimator and his or her expe- 
rience with the type of facility to be estimated is extremely important. The quality 
of any estimate is governed by the following major considerations: 

Quality and amount of information available for preparing the estimate 
Time allocated to prepare the estimate 
Proficiency of the estimator and the estimating team 
Tools and techniques used in preparing the estimate 
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Estimate Work Plan 

Project Name: 
Project Number: 
Customer's Name: 

Type of Estimate Required 
Desired Level of Accuracy 
Level of Effort Required 
Deliverables of Estimate 

Estimating Services to Be Provided 
Deliverables of Estimate by In-House Resources 
Deliverables of Estimate by Outside Resources 

Budget for Preparing Estimate 
Anticipated work-hours for estimating staff 
Dollars budget for non-salaly estimating work 

Required Staffing for Preparing Estimate 
Principle Estimate (leader of estimating team) 
In-House and Outside Resources 
Availability of Personnel for Staffing 

Schedule for Preparing Estimate 
Anticipated Start Date 
Requirements of Review Date 
Customer Due Date 

Estimating Methodology 
Tools 
Technique 
Method 
Procedures 

Estimate Control 
Level of Scope Definition 
Check Lists 
Review Process 

Presentation 
Format for Presenting Estimate 
Audience of Presentation 

FIGURE 4-6 
Typical Information to be Addressed in the Estimate Work Plan. 

Typically, the technical definition and the completion date for an estimate is de- 
termined by others outside of the estimating team. Therefore, these two elements 
may be beyond the control of the estimator. However, the estimator does have con- 
trol over the selection of the tools and methodology to be used in preparing the es- 
timate. The approach to selecting the method of estimating should be commensurate 
with the owner's expected level of accuracy and constraints of time. 

The estimating team should develop a standard cost estimate presentation for- 
mat that includes the level of detail and summary of engineering design, engi- 
neered equipment, bulk materials, construction directs and indirects, owner's costs, 
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escalation, taxes, aild contingency. Computer methods, including spreadsheets or 
estimating programs, provide consistent formats for preparing and presenting esti- 
mates. Uniform formats provide the following benefits: 

Reduces errors in preparing estimates 
Enhances the ability to compare estimates of similar projects 
Promotes a better understanding of the contents of an estimate 
Provides an organized system for collecting future cost data 

Presentation of the estimate is important. The estimating team must develop a 
format that is easily understood by business managers and engineering managers, as 
well as by external clients. Using a standard format for presentations promotes bet- 
ter communication among all participants in the project and a better understanding 
of what is included in the estimate. This understanding is necessary so good deci- 
sions can be made based on the estimate. 

METHODS AND TECHNIQUES 

Selection of the methods for preparing early estimates depends on the level of scope 
definition, time allowed to prepare the estimate, desired level of accuracy, and the 
intended use of the estimate. For projects in the process industry, the following 
methods are commonly used: 

Cost capacity curves 
Capacity ratios raised to an exponent 
Plant cost per unit of production 
Equipment factored estimates 
Computer-generated estimates 

Cost-Capacity Curves 

A cost-capacity curve is simply a graph that plots cost on the vertical axis and ca- 
pacity on the horizontal axis. These curves are developed for a variety of individual 
process units, systems, and services. The minimum information needed to prepare 
an estimate by cost-capacity curves is the type of unit and capacity. For example, 
the type of unit may be a coker unit or hydrogen unit and the capacity may be bar- 
rels per day or cubic feel per hour. Examples of additional information that can en- 
hance the quality of the estimate may include adjustments for design pressure, 
project location, and project schedule. 

Cost-capacity curves are normally prepared by a conceptual estimating special- 
ist who develops, maintains, and updates the cost-capacity curves on a regular ba- 
sis. These curves are developed and updated utilizing return cost data from 
completed jobs. This information is normalized to a location, such as the U.S. Gulf 
Coast, and for a particular time frame expressed as a baseline, such as December of 
a particular year. 

The estimated cost is determined by locating the capacity on the horizontal 
x-axis and then following a straight line up to the point of intersection with the 
curve. The estimated cost is then read from the vertical y-axis by a straight line from 
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the y-axis to the point where the x-axis intersects with the curve. The total installed 
cost derived from the curve may be adjusted for escalation to the present day or to 
some point in the future and may be further adjusted to reflect other geographic 
locations. 

Example 4-1 

The figure shows cost-capacity curves for process units in a chemical plant. 
What is the estimated cost for a project that has a process unit C with a capacity 
of 6,000 barrels per day? 

Cost in $1,000 Process 
Unit D 7 

$200 \ 

$170 
Process 
Unit B 

Capacity in B m l s  per Day 

Locating the 6,000 barrels per day capacity along the abscissa, draw a vertical 
line upward until it intersects the process unit C cost curve. Then, draw a hori- 
zontal line to the left to read the estimated cost as $153,000. 

Capacity Ratios Raised to an Exponent 

Capacity ratios raised to an exponent is another estimating technique for conceptual 
estimating. This approach takes into account the effect of economy of scale on the 
total installed cost. For example, if the cost of process unit B with capacity B is 
known, then the estimated cost of process unit A is calculated by multiplying the 
cost of process unit B times the ratio of the process unit capacities raised to an ex- 
ponent (X) as shown in the following equation: 

Capacity of process unit A 
Cost of process unit A = (Cost of process unit B) X 

Capacity of process unit 
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Essentiallv. this method is a mathematical solution to the cost-capacity curves 
d .  . . 

presented earlier in this section, which was a graphical technique. The exponent rep- 
resented bv X is mathematically derived from historical records from completed 
projects. It represents the non-linear relationship between cost with size, based on 
economies of scale. 

Historical data can be captured from completed projects and a least-squares fit of 
the data or other methods of curve fitting can be used to determine an appropriate 
value of X for similar types of projects. Thus, the exponent distinguishes the curve 
of one process unit from another. Typically the range of the exponent X is between 
0.55 and 0.88, depending on the type of process unit. When utilizing this equation 
to develop a cost estimate, if the exponent for the particular process unit is un- 
known, an exponent of 0.6 is used, which represents a standard or typical exponent 
for process plants. 

Example 4-2 

The cost of a 320 cubic feet per hour (ft3/h) process unit is $675,000. From his- 
torical cost records, the capacity ratio exponent of a process unit is 0.72. Estimate 
the cost of a similar process unit with a capacity of 450 ft3k. 

Capacity of process unit A 
Cost of process unit A = (Cost of process unit B) X Capacity of process unit B 

Plant Cost per Unit of Production 

This conceptual estimating technique is used to estimate the total plant cost based 
on the average plant costs per unit of production on previously completed projects. 
This is a very simple and broad estimating approach where the only information 
available is the product description and the plant capacity. For example, cost records 
may show the average cost per unit for cogeneration facilities to be $1,000 per 
kilowatt ($l,OOO/kW) of production. Thus, for a future 300-megawatt (MW) co- 
generation facility, the estimated cost would be calculated by multiplying the 
$1,00OkW times the 300 MW of power to derive a total estimated cost of 
$300,000,000. 

This estimating technique assumes that the relationship between plant cost and 
production capacity is linear and, therefore, would apply best within a fairly narrow 
range. Ideally, average plant costs per unit of production capacity are best developed 
over various capacity ranges so that the estimator can select the relationship that is 
applicable for his or her estimate. 



This method of preparing early estimates is similar to the square-foot estimating 
method used for projects in the building sector. The total estimated cost of a partic- 
ular building project is determined by multiplying the average cost per square foot 
of previous projects by the total square feet in the proposed building. 

Equipment Factored Estimates 

For the process industry, equipment factored estimates are derived by applying var- 
ious factoring techniques to estimated equipment costs. The factors used are devel- 
oped and updated utilizing return cost data from completed projects. This 
information is normalized to a location, usually the U.S. Gulf Coast, and for a par- 
ticular time frame, such as December of a particular year. The estimated total in- 
stalled cost of a normalized unit is defined to include the following costs: 

Direct equipment costs 
Direct bulk material costs 
Subcontract costs 
Construction labor costs 
Construction indirect costs 
Home office services costs 

One example of the factoring technique is the "equipment cost" to "total installed 
cost" factor (TIC). This factoring technique is relatively simple for projects where 
equipment costs have been estimated. As the name implies, TIC factors are devel- 
oped by dividing the equipment costs of a particular process unit into the total 
installed cost of that unit. The estimated cost of the project is determined by multi- 
plying the equipment costs by the TIC factor, or multiplier. The factors for process 
plants generally range between 2.5 to 6.0, depending on the nature of the process 
unit. Conditions that affect the equipment to TIC factors are 

Equipment sizes 
Pressure 
Metallurgy 
Degree of prefabrication 
Site conditions 
Equipment costs 
Special conditions (large structures, pits, buildings, etc.) 
Explanation of engineering costs included 

Another equipment factored estimating technique develops equipment costs 
manually or by utilizing commercially available computer software systems. Bulk 
material costs are factored from the estimated equipment costs, using historical cost 
data for the same or similar type units. Field labor work-hours are estimated for 
each individual equipment item, and the work-hours for installing bulk materials are 
estimated as a percentage of the bulk material costs for each category of materials. 
The resultant field labor work-hours are adjusted for productivity and labor costs by 
applying local labor rates to the estimated construction work-hours. Construction 
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indirect costs are developed for the major categories by percentages of direct labor 
costs. Home office costs are estiinated as a percentage of the total installed cost. The 
equipment factored estimating techniques described can be utilized when there is 
sufficient technical definitions available consisting of the following: 

Process flow diagram 
Equipment list 
Equipment specifications 
Project location 
General site conditions (assumed if not specified) 
Construction labor information 
Project schedule 

Computer-Generated Estimates 

There are numerous commercially available computer software systems for esti- 
mating capital costs for a number of different types of industries, including the 
process industry, building construction industry, and the heavyhighway infrastmc- 
ture industries. These systems can be simple or very sophisticated. Most of the soft- 
ware packages can operate on a personal computer and are furnished with a cost 
database, which is updated on an annual basis. The more flexible systems allow the 
purchaser to customize the database. 

Sophisticated software packages are available to assist the estimator in generat- 
ing detailed material quantities as well as equipment and material costs, construc- 
tion work-hours and costs, field indirects and engineering work-hours and costs. 
The detailed quantity and cost output allows early project control, which is essen- 
tial in the preliminary phases of a project, before any detail engineering has started. 
The accuracy of an estimate can be improved because some systems allow vendor 
costs, takeoff quantities, project specifications, site conditions, etc., to be introduced 
into the program. To maximize the benefits of these software programs, the use of 
system defaults should be minimized and replaced with the following definitions: 

Specifications, standards, basic practices, and procurement philosophy 
Engineering policies 
Preliminary plot plans (if available) and information relating to pipe-rack, 
structures, builhngs, automation and control philosophy, etc. 
Adequate scope definition 
Site and soil conditions 
Local labor conditions relating to cost, productivity, and indirect costs 
Subcontract philosophy 

To become proficient in the use of computer software programs, frequent usage 
is required, and the user should compare the computer-generated results with other 
estimating techniques to determine the limitations and shortcomings of the pro- 
grams. Once the shortcomings are known, corrective action to eliminate or mini- 
mize the shortcomings can be taken. To maximize the benefits of the use of software 
systems in developing early estimates, the following should be considered: 



Index or benchmark the unit costs and installation work-hours in the computer 
software's databases to match the company's cost databases. 
Establish system defaults that correspond to the company's engineering and 
design standards. 
Create a program that allows conversion of the output of the software pro- 
grams to the company's account codes and format. 

By adopting the above recommendations, confidence in the output of estimating 
software systems will improve. This will result in more consistency and reliability 
of computer-generated estimates. 

There are other non-commercial computer software systems that are used in 
preparing early estimates, in particular spreadsheet programs. Some of these sys- 
tems, although not commercially available, have been developed by ownerJoperator 
companies and contractors. 

ESTIMATE CHECK LISTS 

Check lists are valuable tools to reduce the potential of overlooking a cost item. 
Check lists act as reminders to the estimator by 

Listing information required to prepare the early estimate 
Listing miscellaneous other costs that may be required in the estimate 
Listing the project scope that may be required but not identified in the defini- 
tion provided for the estimate 

A listing of information required to prepare an estimate in the process industry 
may include type of unit, feed capacity, and project location. For a computer- 
generated estimate, the required information includes soil and site data, building 
requirements, plot plan dimensions, and othcr specific engineering requirements. 
For projects in the building sector, a listing of information to prepare an estimate 
may include type of building, functional use of building, number of occupants, and 
project location. 

Typical examples of miscellaneous cost items for projects in the process industry 
may include spare parts, catalyst and chemicals, permits, and training. Typical scope 
items that may be required, but not identified in the definition provided for the esti- 
mate, may include certain utility and auxiliary systems. Examples are special steam 
systems, refrigeration, lube and seal oil systems, and flare systems. 

Check lists are useful during initial clientlcustomer meetings where they serve as 
agenda items for discussion. Check lists also assist the estimator in preparing an es- 
timate work plan by identifying important points to emphasize in the write-up for 
the execution of the estimate. Table 4-7 is an illustrative example of an early esti- 
mate check list for a project in the process industry. 

ESTIMATE DOCUMENTATION 

Effective communication is necessary during the estimating process. A support doc- 
ument should be developed and available for presentation, review, and future use of 
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TABLE 4-7 
CHECK LIST FOR AN EARLY ESTIMATE IN THE PROCESS INDUSTRY. 

1. Process unit description (delayed coker, hydrogen plant, etc.) 

2. Process licenser 
3. Feed capacity 
4. Production capacity 
5. Product yield 

6. Utility levels at process unit location 
7. Feedstock specifications 

8. Integration of multiple units 

9. Process pressure and temperature operating levels 
10. Provision for future expansion of capacity 

11. Provision for processing multiple or different feedstocks 
12. Single train vs. multi-train concept 

13. Project location 
14. Miscellaneous costs (spare parts, training, chemicals, etc.) 
15. Other items, such as unusually high or low recycle rate 

the estimate. A thorough documentation of the estimate forms a baseline for project 
control, so decisions during project execution can be made with a better awareness 
of the budget, thereby improving the overall outcome of the project. 

Inaccurate cost estimates are often the result of omissions in the estimate, mis- 
communications of project information, or non-aligned assumptions. Documenting 
the estimate will minimize these inaccuracies by 

Improving communications among all project participants 
Establishing a mechanism for review of the estimate " 
Forming a solid basis for project controls 

As the estimate is being developed, the act of preparing documentation facilitates 
communications among the parties involved: estimators, scope developers, project 
managers, and customers. Estimate documentation improves the outcome of the es- 
timate through 

Sharing information 
Identifying items that require clarification 
Helping the estimator obtain and organize information needed for the estimate 
Avoiding confuqion over what is covered and not covered by the estimate 
Providing useful information for future estimates 
Highlighting weak areas of the estimate 
Increasing the credibility of the estimate 

A portion of the documentation may be developed by sources other than the 
estimator. For example, written scopes are developed by those who are defining 
the project, quotes may be obtained by procurement personnel, and labor informa- 
tion may be obtained from field personnel. However, the estimator has overall 



TABLE 4-8 
RECOMMENDED DOCUMENTATION OF EARLY ESTIMATES. 

1. Standard format for presenting cost categories (codesHummary and backup levels 
2. Basis of estimateclear understanding of what constitutes the estimate 

3. Level of accuracy--expected for the estimate 
4. Basis for contingency-risk analysis, if applicable 
5. Boundaries of the estimate-limitations of the estimate 
6. Scope of work-the level of scope definition used in preparing the estimate 

7. Labor rates-breakdown and basis of labor rate 
8. Assumed quantities-conceptualized, etc. 

9. Applied escalation--dates and basis of escalation 
10. Work schedule-shifts, overtime, etc., to match the milestones (not contradictory) 
11. Other backup information--quotes, supporting data, assumptions 
12. Check lists used-a list of completed check lists 

13. Description of cost categories-codes used in preparing the estimate 
14. Excluded costs-list of items excluded from the cost estimate 

responsibility for collecting and organizing this information. Reviewing and clari- 
fying the information with the originator improves the estimate accuracy. 

A standard default format or outline should be developed to organize and prepare 
documentation for the cost estimates. A different standard can be developed for dif- 
ferent types of estimates. The process of developing, utilizing, and storing the doc- 
umentation for future use should be built into the cost estimate work process. The 
items that should be documented are shown in Table 4-8. 

ESTIMATE REVIEWS 

Well-executed estimate reviews will increase the credibility and accuracy of the es- 
timate. They also help the team and project management to know the level of scope 
definition and the basis of the estimate. The review of estimates is an important part 
of the estimating process because it helps the customer to understand the contents 
and level of accuracy of the estimate, allowing the customer to make better business 
decisions. 

The number of reviews will vary depending on the size of the project, type of es- 
timate, length of time allowed for preparing the estimate, and other factors. For any 
estimate, there should be at least two reviews: an internal review during develop- 
ment of the estimate and a final review at or near the completion of the estimate. 

About halfway through the development of the estimate, a "reality check" should 
be scheduled. The purpose of the midpoint check is to avoid spending unnecessary 
time and money in pursuing an estimate that may be unrealistic or based on as- 
sumptions that are no longer valid. 

The internal midpoint estimate review is brief. Typically the lead estimator, en- 
gineer, and project manager are involved. There may be times when it is advan- 
tageous to include the customer. This review is intended as a reality check of the 
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data being developed to assess whether to proceed with the estimate. This is a 
"go-no-go" point where the results of the review will guide the estimator and the 
team to one of the following two steps: 

1 Recycle back to the scope of work because the capital or scope have gotten 
outside of the boundaries established as a target for the project. 

2 Give the team the "go ahead to proceed with the remaining estimate process 
to complete the estimate. 

The final estimate review is a more structured process. The depth of the review 
depends on the type or claw of estimate that is being prepared. The meeting is in- 
tended to validate assumptions used in preparing the estimate, such as construction 
sequence, key supplier selection, and owner's cost. Engineering and the customer 
must accept ownership of the scope that is represented in the estimate. 

The final estimate review may be a lengthy meeting. For a final estimate review, 
the attendees should include the lead estimator, process engineer, discipline en- 
gineer, operations/maintenance representative, engineering manager, and con- 
structability leader. To be effective, the final estimate review meeting should be 
conducted with a written agenda. The meeting should be documented with written 
minutes that are distributed to all attendees. The estimator must come to the review 
meeting prepared with the following information for comparisons: 

Historical data used in preparing the estimate 
Actual total installed costs (TIC) of similar projects 
Percent of TIC on key cost accounts 

Comparisons of the estimate with the above information provide useful indica- 
tors for the estimate review. The estimator needs to assess each estimate to deter- 
mine the appropriate checks that should be included in an estimate review meeting. 

In some situations it may be desirable to use outside assistance for estimate re- 
views. For example, it may be helpful to obtain a review of the estimate by an ex- 
perienced peer group to validate assumptions, key estimate accounts, construction 
sequence, potential omissions, etc. In other situations, it may be advantageous to en- 
gage a third party to perform an independent review. This will provide a check to 
compare the estimate with past similar estimates from the perspective of a different 
team. 

Estimate reviews should focus on the big picture and follow Pareto's law, sepa- 
rating the significant few from the trivial many. Generally an estimate is prepared 
bottoms up, whereas the review is conducted top down. Table 4-9 is an illustrative 
example of presentation items for review of an early estimate for a project in the 
process industry. 

RISK ASSESSMENT 

Assessing risk and assigning contingency to the base estimate is one of the most im- 
portant tasks in preparing early estimates. Risk assessment is not the sole responsi- 
bility of the estimators. Key members of the project management team must provide 
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TABLE 4-9 
PRESENTATION ITEMS FOR REVIEW OF AN EARLY ESTIMATE IN THE PROCESS INDUSTRY. 

1. Product mix, volume, and quality requirements 
2. Facility location 
3. Scope of work 
4. Simplified flow sheet 
5. Key assumptions used 
6. Major undecided alternatives 
7. Historical data used 
8. Estimate exclusions 
9. Estimator's experience and track record 

10. Check lists used to prepare estimate 

input on critical issues that should be addressed by the estimators in assessing risk. 
Risk assessment requires a participatory approach with involvement of all project 
stakeholders including the business unit, engineering, construction, and the esti- 
mating team. 

The business unit is responsible for overall project funding and for defining the 
purpose and intended use of the estimate. Engineering design is responsible for pro- 
viding input on the design criteria and factors that are susceptible to changes that 
may impact the cost of the project. The estimator is responsible for converting the 
information from the business unit and engineering into an appropriate procedure 
for assessing risk and assigning contingency. The estimator must communicate the 
risk, contingency, and level of accuracy that can be expected of the final estimate. 

RISK ANALYSIS 

Typically, risk analysis is a prerequisite to assigning contingency. Based on the ac- 
ceptable risks and the expected confidence level, a contingency is established for a 
given estimate. Risk analysis and the resultant amount of contingency help the busi- 
ness unit to determine the level of economic risk involved in pursuing a project. The 
purpose of risk analysis is to improve the accuracy of the estimate and to instill 
management's confidence in the estimate. 

Since the owner's organization has overall project funding responsibility, i t  must 
consider both the contractor's and owner's risks. The owner's contingency should 
cover the entire project risk, after adjusting for any risk already covered by 
contractors. 

Numerous publications have been written to define risk analysis techniques. 
Generally, a formal risk analysis involves eithm a Monte Carlo simulation or a sta- 
tistical range analysis. There are also numerous software packages for risk analysis. 
The lead estimator for a project must assess the uniqueness of each project and se- 
lect the technique of risk analysis that is deemed most appropriate. For very early 
estimates, the level of scope definition and the amount of estimate detail may be in- 
adequate for performing a meaningful cost simulation. 
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CONTINGENCY 

Contingency is a real and necessary component of an estimate. Engineering and 
construction are risk endeavors with many uncertainties, particularly in the early 
stages of project development. Contingency is assigned based on uncertainty and 
may be assigned for many uncertainties, such as pricing, escalation, schedule, omis- 
sions, and errors. The practice of including contingency for possible scope expan- 
sion iq highly dependent on the attitude and culture, particularly that of the business 
unit, toward changes. 

In simple terms, contingency is the amount of money that should be added to the 
base estimate in order to predict the total installed cost of the project. Contingency 
may be interpreted as the amount of money that must be added to the base estimate 
to account for work that is difficult or impossible to identify at the time a base esti- 
mate is being prepared. In some owner or contractor organizations, contingency is 
intended to cover known unknowns. That is, the estimator knows there are addi- 
tional costs, but the precise amount is unknown. However, sometimes an allowance 
is assigned for known unknowns and a contingency is assigned for unknown 
unknowns. 

CII Source Document 41 defines contingency as "A sum of money to cover costs 
which are forecast but are difficult or impossible to identify when proposing." 
AACE International Document 18R-97 defines contingency as "An amount of 
money or time (or other resources) added to the base estimate to (a)  achieve a spe- 
cific confidence level or (b) allow for changes that experience shows will likely be 
required." 

TRADITIONAL METHODS OF ASSIGNING CONTINGENCY 

The most effective and meaningful way to perform risk analysis and assign contin- 
gency is to involve the project management team. Estimators have insights and can 
assess imperfections in an estimate to derive an appropriate contingency. However, 
the interaction and group dynamics of the project management team provide an ex- 
cellent vehicle to assess the overall project risk. The integration of the project man- 
agement team's knowledge and the estimator's ability to assign contingency 
provides management with an appreciation and confidence in the final estimate. The 
end result is an estimate that represents the judgment of the project management 
team, not just the estimator's perspective. 

Figure 4-7 illustrates the risk assessment process. The estimator must select the 
method deemed most appropriate for each project, based on information provided 
by the project management team and based on the intended use of the estimate by 
the business unit. The estimator must communicate the method selected, risk, accu- 
racy, and contingency for the estimate. 

Percentage of Base Estimate 

For some situations, contingency may be assigned based on personal past experi- 
ence. A percentage is applied to the base estimate to derive the total contingency. 



FIGURE 4-7 
Risk Assessment Process 

t 

Although this is a simple method, the success depends on extensive experience of 
the estimator and historical cost information from similar projects. It is less accurate 
than other more structured methods. 

Some organizations use standard percentages for contingencies based on the 
class of estimate. This method is governed by company policy rather than by a nu- 
merical analysis. Typically, the percentage used is based on the level of scope defi- 
nition or on the stage of project development. 

In some situations, contingency is determined as a percentage of major cost items 
rather than as a percentage of the total base estimate. This method typically relies on 
the personal experience and judgment of the estimator, but the percentage can also 
be from established standard percentages based on historical data. This method has 

Risk Analysis Method 

the advantage of conside& risk and uncertainty at a lower level than that used 
when contingency is based on a percentage of the total base estimate. 

The personal experience and judgment of the estimators and engineers should 
not be overlooked in the process of assigning contingency. Even the most advanced 
computers are not a substitute for the knowledge and experience of the human 
mind. Estimators with many years of experience with a particular type of facility 
can often be quite accurate in assigning contingency based on how they "feel" about 
the level of uncertainty and risk associated with a project, the cost data used in 
preparing the estimate, and the thoroughness of the effort in preparing the base 
estimate. 

Select Contingency 
to Match the 

Desired Confidence 
Level 

B of Base E~timate 

Expecled Net Risk . Simulation 

Expected Net Risk 

Sensitivity 
Analysis 

- 

The estimator may determine contingency based on expected maximum risk and 
likelihood. After the evaluation of normal contingency of each estimate element, an - - 

individual element may also be evaluated for any specific unknowns or potential 
problems that might occur. The first step involves determining the maximum possi- 
ble risk for each element, recognizing that it is unlikely that all the risk will occur 
for all elements. 
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The next step involves assessing the percentage probability that this risk will oc- 
cur. The expected net risk then becomes a product of the maximum risk times the 
probability. The sum of all the expected net risks provides the total maximum risk 
contingency required. Figure 4-8 illustrates an expected net risk analysis. 

Simulation 

A formal risk analysis for determining contingency is usually based on simulation. 
A simulation of probabilistic assessment of critical risk elements can be performed 
to match the desired confidence level. Monte Carlo simulation software packages 
are useful tools for performing simulation. However, a knowledge of statistical 
modeling and probability theory are required to use these tools properly. 

Range estimating is a powerful tool that embraces Monte Carlo simulation to es- 
tablish contingency. Critical elements are identified that have a significant impact 
on the base estimate. For many estimates there are less than twenty critical ele- 
ments. The range of each critical element is defined and probability analysis is used 
to form the basis of simulation. Using this method, non-critical elements can be 
combined into one or a few meaningful elements. 

Range estimating is probably the most widely used and accepted method of for- 
mal risk analysis. In range estimating the first step requires identification of the crit- 
ical items in the estimate. The critical items are those cost items that can affect the 
total cost estimate by a set percentage, for example +/-4%. Thus, a relatively small 
item with an extremely high degree of uncertainty may be critical whereas a major 
equipment item for which a firm vendor quote has been obtained would not be con- 
sidered critical. Typically, no more than 20 critical items are used in the analysis. If 
more than 20 critical items are identified, the set percentage can be increased to re- 
duce the number of critical items. 

Once the critical items are identified, a range and a target are applied to each 
item. For example, the range may include a minimum value so there is only a 1% 
chance that the cost of the item would fall below that minimum. Similarly, an upper 
value may be established so there will be only a 1% chance of going over that value. 
The target value represents the anticipated cost for that item. The target value does 
not need to be the average of the minimum and maximum values. Usually the target 
value is slightly higher than the average. 

FIGURE 4-8 
Expected Net Risk Analysis 

Base Max. Max. O h  Expected 
Element estimate cost risk probability net risk 

#I $400 $500 $1 00 30% $ 30 
#2 $ 80 $1 20 $ 40 80% $ 32 
#3 $100 $200 $1 00 50% @ - - 

Total $580 $820 $240 $112 



After the critical items have been identified and ranged, a Monte Carlo simula- 
tion is performed. The Monte Carlo analysis simulates the construction of the proj- 
ect numerous times, as many as 1,000 to 10,000, based on the ranges given to the 
critical items and the estimated values of the non-critical items. The results of the 
simulation are rank ordered and then presented in a cumulative probability graph, 
commonly called an S-curve. The cumulative probability graph typically shows the 
probability of undermn on the horizontal x-axis and either the total project cost or 
contingency amount on the vertical y-axis. The decision maker can then decide the 
amount of contingency to add based on the amount of risk. 

Caution also must be exercised because it is possible to seriously underestimate 
the cost of a project when using range estimating. There is a risk of understating the 
true risk of a project due to statistical interdependencies among the critical items in 
the analysis. Whenever two or more cost items are positively correlated, meaning 
they increase together or decrease togelher, the Monte Carlo simulation may cause 
one to be high and the other low, thus canceling each other out. Thus, the true risk 
would be understated. Also, underestimating the ranges on the critical items can 
have a profound impact on the results, also leading to an understatement of the true 
risks inherent in the design and construction of the project. 

When used properly, formal risk analysis using Monte Carlo simulation range es- 
timating can be an extremely valuable tool because it requires a detailed analysis of 
the components of the estimate, a process that can identify mistakes and poor as- 
sumptions. However, precautions must be used when using simulation methods for 
early estimates. For many early estimates there is not enough detailed information 
or an adequate number of cost items for a valid simulation. 

Assessing Estimate Sensitivity 

The contingency added to an estimate includes the combined impact of all risk ele- 
ments. The accuracy of an estimate can be improved by assessing high-cost impact 
factors, increasing the level of scope definition, or a combination of both. A sensi- 
tivity analysis can be performed to illustrate how a specific risk element can impact 
the total estimate. 

The sensitivity analysis evaluates the impact of only one risk element at a time. 
It is frequently used in conjunction with an economic analysis. During the process 
of determining contingency, risk elements that have the maximum impact on the 
total installed cost are prime candidates for sensitivity analysis. Figures 4-9 and 
4-10 show a sample sensitivity analysis for a $3,00OM base estimate. 

FIGURE 4-9 
Base Estimate Summaly ($M). (WH = work-hours.) 

- 

Equipment cost $1,200 
Material cost $ 600 
Labor cost $1.000 - (= $50/WH x 20,000 WH) 
Subcontractor cost $ 200 - 
Total base estimate $3,000 

- 
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O/O Change New base 
Risk element from estimate estimate (SM) 

Labor rate ($5OANH) 0 $3,000 
Labor rate +10 3,100 
Labor rate 5 2,950 

Total work-hours (20,000 WH) 
Total work-hours + 
Total work-hours 

Equipment ($1,20OM) 
Equipment 
Equipment 

I 

FIGURE 4-10 
Sensitivity Analysis. (WH = work-hours.) 

For any estimate, it is necessary to add a contingency to the base estimate. The 
method used for assigning contingency will vary depending on analysis of risk and 
other factors that can impact the cost of a project. This section has presented tradi- 
tional methods used for assigning contingency. 

ASSIGNING CONTINGENCY BASED ON THE QUALITY AND 
COMPLETENESS OF THE ESTIMATE 

The accuracy of an estimate is measured by how well the estimated cost compares 
to the actual total installed cost. The accuracy of an early estimate depends on four 
determinants: who is involved In preparing the estimate, how the estimate is pre- 
pared, what is known about the project, and otherfactors that can influence the cost 
of a project. 

To measure the impact of these four determinants with respect to estimate accu- 
racy, a research team of the Construction Industry Institute developed an estimate 
scoring system that evaluates 45 elements, organized in 4 divisions. The research 
team collected data to correlate estimated cost with actual total installed cost, based 
on the score of an estimate. Data was collected from 72 projects, representing $5.6 
billion in total installed costs from projects in the procew industry. A breakdown of 
the 4 divisions of the estimate scoring system is shown in Figure 4-11. 

The Estimate Score Program (ESP) is a computer software package developed 
by the research team to automate the scoring procedure and to assess accuracy and 
predict contingency based on historical cost data. After completing the estimate, the 
user can enter the base estimate into ESP and then rate each of the 45 elements. ESP 
automatically calculates the estimate score as the user rates each element. After the 
score is calculated, the user can then query the historical database of ESP to view 
the estimate scores of previously completed projects. 

The Query portion of the ESP software allows the user to filter the datadase 
to compare the estimate with similar type projects. After querying the database, 
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Estimate Score Sheet 

, ..-.-. 
DIVISION 4 -FACTORS CONSIDERED WHILE PREPARING THE ESTIMATE 1 2 3 4 5  

FIGURE 4-11 
Estimate Score Sheet. 

the user can display various statistical information in the Statistics portion of the 
software. The Statistics portion of ESP enables the user to view up to 15 different 
combinations of statistical information about the current set of completed projects 
as selected from the Query. 
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After querying the database, the user can also view graphs of the results in the 
Graphs portion of ESP. The Graphs portion enables the user to graphically view the 
scatter plot and S-curve for the current data set of completed projects as selected 
from the Query. Figure 4-12 is a screen copy of a scatter plot graph from the ESP 
software program. Figure 4-13 is the S-curve, which is a graphical display of the cu- 
mulative probability curve based on the current data set and score of the estimate. 

The ESP software provides a means of assigning contingency to the base esti- 
mate. The S-curve in Figure 4-13 is a cumulative probability curve based on proj- 
ects selected in the query and the value of the estimate score. The user can 
determine the confidence level, in percent, for a predicted level of cost overrun or 
underrun. The confidence level for a desired cost range, upper or lower limit, can 
also be obtained. The user can also determine the cost range, upper and lower lim- 
its, of a desired confidence level. 

This method of assigning contingency is based on two years of study by the re- 
search team that correlated estimate scores with total installed costs for projects in 
the process industry. The research results showed a significant positive correlation 
between estimated costs and total installed costs, based on the score of an estimate. 
ESP can be used as a tool to "check" the amount of contingency determined by 
other methods, as well as a method of assigning contingency on its own. 

Thus, ESP allows the user many choices of analysis to determine the amount of 
contingency to be applied to the base estimate. It can benefit the business unit and 
the team by providing information to enable the business unit to make a better de- 
cision on the economic feasibility of a project. It also improves team alignment by 
providing a better understanding of the estimate and the factors that can affect the 
accuracy of an early estimate. 

ESTIMATE FEED-BACK FOR CONTINUOUS IMPROVEMENT 

It is unfortunate, but many people have the perception that the estimator's involve- 
ment with a project is over when the estimate is finished. In reality, it is an advan- 
tage to the management of a project, and in the best interest of the customer, for the 
estimator to remain connected to the project during execution. 

The estimator can be an important asset to project management during the exe- 
cution phase of a project. Involvement of the estimator during project execution al- 
lows the estimator to stay in touch with the project and provide an early warning for 
any potential cost overruns. Including the estimator in the distribution list of 
monthly project reports can provide input to the project management team members 
to enable them to make good decisions related to costs. 

During project execution the estimator can also be a valuable resource for re- 
casting the cost estimate into worklbid packages and for analyzing actual bids with 
the recast estimate. The estimator can also assist in management of changes during 
project execution, by assessing the impact of changes on cost. 

No estimating process is complete without the continuous feed-back loops 
shown in Figure 4-4. Feed-back from project execution provides lessons learned to 
the estimator that allows the estimating team to modify estimating standards and 
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FIGURE 4-12 
Scatter Plot from ESP Software Program 

FIGURE 4-13 
Cumulative Probability Curve from ESP Software Proaram. 
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practices. Feed-back from project completion also allows the estimating team to up- 
date the database for improving the accuracy of future estimates. Terminating the 
estimator's involvement when the estimate is finished prevents continuous im- 
provement of the estimating process. 

To provide meaningful feed-back, the estimator must explore how the cost will 
be tracked during project execution. An estimate should be prepared with cost 
breakdowns in a format that allows easy future cost tracking. A standard code of ac- 
counts enables an organization to simplify the estimating process, update the data- 
base, and facilitate cost control. This benefits both the estimating team and the 
project management team. 

A final project cost report is an extremely valuable document for improving esti- 
mates because it provides a real feed-back to compare with the original cost esti- 
mate. Pitfalls for future estimates can be eliminated or minimized. Both the original 
estimate and the final project cost reports should be maintained at a central location. 
Acost reference with reports sorted by project location, type, size, etc., can be used 
to update the cost database for future estimates. 

The best source of data for estimators to develop and enhance the estimating 
tools and techniques is their own organization. There is an abundance of project 
data that is available from completed projects and definitive estimates. The key to 
success is the establishment of a mechanism to capture and retrieve this information 
in a format that can be useful in developing statistical relationships, such as per- 
centage of breakdowns of total installed cost by cost category, total installed cost to 
equipment cost ratios, and construction indirect costs to direct labor cost ratios. 
When a project is completed, the actual total installed costs can be added to the 
database. Estimate feed-back is an integral part of the estimating process. It is not 
an add-on feature. A process for providing feed-back loops i s  necessary for improv- 
ing the accuracy of early estimates. 

QUESTIONS FOR CHAPTER 4--EARLY ESTIMATES 

1 Early estimates are extremely important to the owner. From the perspective of the owner, 
give examples of problems that may arise if an early estimate is significantly lower than 
the final actual cost of a project. 

2 From the perspective of the owner, give examples of problems that may arise if an early 
estimate is significantly lower than the final actual cost of a project. 

3 Early estimates are important to the designer. From the perspective of the designer, give 
examples of problems that may arise if an early estimate is significantly lower than the 
final cost of a project. 

4 Describe the purpose of a kick-off meeting for preparing an early estimate of a project. 
What are typical items that should be addressed and confirmed before starting estimate 
preparation? 

5 The cost of a 540-ft3/h process unit is $850,000. From historical cost records, the capac- 
ity ratio exponent of a process unit is 0.6. Use the capacity ratios raised to an expo- 
nent method to determine the estimated cost of a similar process unit with a capacity of 
490 ft3/h. 
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6 Below are cost-capacity curves for process units in a refinery. What is the estimated cost 
for a prqject that has a process unit B with a capacity of 4,000 barrels per day? 

Cost in $1 Million fiocess - 

4 Unit D 

Capacity in Barrels per Day 
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PROJECT BUDGETING 

PROJECT BUDGETS 

The discussion of budgeting in this chapter is an extension of Chapter 4 on prepar- 
ing early estimates. It is also closely related to Chapter 7 on design proposals, which 
presents the process of determining the cost of engineering design services for proj- 
ects. The cost of construction work is a major portion of the total cost of any project. 
Much of the construction work on many projects is performed by subcontractors 
who are awarded a contract by the general contractor. This chapter presents an 
overview of construction costs. A more detailed coverage of estimating construction 
costs is presented in Estimating Construction Costs, 4th ed., published by McGraw- 
Hill, Inc. 

The budget for a project is the maximum amount of money the owner is willing 
to spend for design and construction to economically justify the project. Estimating 
is a prerequisite to project budgeting. Chapter 4 presented the process of preparing 
early estimates of projects. As presented in that chapter, after the base estimate is 
completed, a risk assessment must be performed. The purpose of the risk assess- 
ment is to determine an appropriate amount of contingency funds that should be 
added to the base estimate in order to reasonably predict the final cost of the proj- 
ect. Thus, the budget can be considered to be the base estimate plus contingency. 

DEVELOPMENT OF PROJECT ESTIMATES FOR BUDGETING 

The preparation of estimates, assessing risk, and assigning contingency for budget- 
ing is one of the most difficult tasks in project management because it must be done - . - - 
before the work is started. It is a process that involves a series of successive 

78 
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approximations beginning with the owner's feasibility study and continuing through 
design development and construction. 

The preparation of cost estimates for budgeting is important to each party be- 
cause the decision to proceed, at each phase in the project, is based on the estimated 
cost that was determined in the preceding phase. The owner's organization must de- 
termine a realistic maximum and minimum cost of the entire project, which in- 
cludes the cost of design and construction. The designer's organization must 
determine the cost of performing design tasks and producing the contract docu- 
ments. It must also determine the probable cost of construction as a part of the de- 
sign process. The construction contractor's organization must detennine the cost of 
all material, labor, and equipment to build the project on the job-site. 

Each contractor on a project must develop a base estimate, consider risk, and as- 
sign contingency for the work they will be performing on a project. Since the 
owner's organization has overall project funding responsibility, the owner's man- 
agement must consider both the contractor's and owner's risks in order to determine 
the overall budget for the project. 

Project estimating and budgeting begins with the owner during the study of 
needs, priorities, and scope. As discussed in Chapter 3, the project budget is derived 
from scope definition; therefore, a special effort should be made early in the devel- 
opment of a project to define the scope as detailed and accurately as possible. The 
control of project scope growth and cost overruns can be greatly enhanced if the 
owner obtains the early advice and expertise of experienced design and construction 
professionals, who have the knowledge of construction costs. All parties must real- 
ize that the estimated cost, at any time, is based upon the amount of information that 
is known about the project when the estimate was prepared. Too often this concept 
is not fully recognized. Aproject manager can play an important role as mediator in 
the early stages of the development of a project by testing, scrutinizing, and identi- 
fying the variances that should be applied to an estimate. 

The owner's organization must prepare estimates to detennine the overall proj- 
ect budget, which includes the approved cost for design and construction. If the 
scope is not well defined or the owner's organization does not have the expertise to 
perform such an estimate, the owner can enlist a designer to perform these services 
on a cost-reimbursable basis. Because this budget is prepared prior to any detailed 
design work, it should include a reasonable amount of contingency funds to allow 
some flexibility in decision making during design development. 

The designer's organization must prepare a budget based on the estimated costs 
to provide design services. In addition, as a part of the design process the designer 
must prepare the estimated constn~ction costs of the various design alternatives that 
are being evaluated to meet the owner's needs for the project. This is necessary be- 
fore completion of the contract documents. It is the designer's responsibility to keep 
design costs and estimated construction costs within the owner's overall approved 
project budget. This requires extensive cooperation and involvement with the owner 
because the scope must sometimes be readjusted to meet the owner's approved 
budget, or the budget must be readjusted to meet the owner's needs. This decision 
must be made by the owner's organization. 



The construction contractor's organization must prepare a bid that is submitted 
to the owner, based on the estimated costs to build the project in accordance with 
the contract documents. For competitive-bid projects, the contractor is not obligated 
to a cost that is within the owner's approved budget because this information is usu- 
ally not known to the contractor. For negotiated cost-reimbursable projects the con- 
tractor's organization works closely with the owner to determine construction 
alternatives with costs that are within the owner's overall approved budget. 

LEVELS OF ACCURACY 

A range of accuracy, usually a plus or minus percentage, should be assigned to any 
estimate by the estimator based on his or her best assessment of the project's true 
cost. There is no industry standard that has been agreed on regarding the amount of 
plus or minus percentage that should be applied to an estimate. To discuss this issue 
it is helpful to divide projects into two general categories: buiIding projects and in- 
dustrial projects. 

~uildingprojects generally have two types of estimates: approximate estimates 
(sometimes called preliminary, conceptual, or budaet estimates) and detailed esti- 
mates (sometimes &led final;definitive, or contractor's estimates). For large owner 
organizations the approximate estimate is prepared by the owner during the feasi- 
bility study of the project's needs, priorities, and scope definition. For small owner 
organizations it is usually prepared in cooperation with the design organization that 
is contracted by the owner to design the project and prepare the contract documents. 
The level of accuracy of the approximate estimate can vary significantly, depending 
upon the amount of information that is known about the project. With no design 
work it may range from +50% to -30%. After preliminary design work, it may 
range from +30% to -20%. On completion of detailed design work it may range 
from + 15% to - 10%. 

For building projects, the detailed estimate is prepared by the construction con- 
tractor from a complete set of contract documents prior to submittal of the bid or 
formal proposal to the owner. The detailed estimate is important to both the owner 
and the contractor because it represents the bid price, the amount of money the 
owner must pay for completion of the project, and the amount of money the con- 
tractor will receive for building the project. For a building project that has a com- 
plete set of well-defined contract documents and no unusual features, the 
competitive bidding of numerous contractors will often result in less than a 1% var-  
ation in the lowest two bids. 

For petrochemical and processing projects, estimating is difficult because of the 
wide range of variations in the number and sizes of piping, instrumentation, equip- 
ment, and other components that are required to process the product that the plant is 
built to produce. Because of the complexity of the project, estimating is done in 
stages as the design progresses and more information becomes known about the 
project. 

Although there is no industry agreement, the petrochemical and processing 
industry generally develops project budget estimates in stages. For example, the 
feasibility estimate is the first estimate and is usually done within an owner's 
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organization as a part of the feasibility plan. Estimates at this stage are commonly 
referred to as order of magnitude cost estimates. The estimate is prepared as a ratio 
of costs of previously completed similar projects, contractor quotes, or owner cost 
records, such as cost per horsepower, cost per barrel of throughput, or cost per 
pound of finished product. The level of accuracy is usually 5 0 % .  

After the major equipment is identified and process flow sheets are developed, 
an equipment factored estimate can be prepared. This estimate is based on applying 
factors to in-house priced major equipment in order to compensate for piping, in- 
strumentation, electrical, and other construction costs that are required to complete 
the cost estimate. The level of accuracy at this stage is usually 235%. 

After completion of piping and instrumentation drawings, a preliminary control 
estimate can be developed. The documents and data for this estimate usually include 
equipment sizing and layout, process flow sheets, piping and instrumentation draw- 
ings, building sizes, and a milestone schedule. The level of accuracy is usually 
215%. 

The final estimate is performed near the end of engineering design when most of 
the costs have been identified and is called the definitive estimate, commonly re- 
ferred to as an Approved for Expenditure estimate or AFT3 Definitive estimate. It is 
based on process flow sheets, mechanical flow sheets, equipment layout, isometrics, 
and building plans. The level of accuracy of an AFE Definitive estimate is usually * 10%. 

OWNER'S ESTIMATE FOR BUDGETING 

Every project must be shown as economically feasible before it is approved by the 
owner's management. Economic feasibility is determined by an economic analysis 
for projects in the private sector or by a benefit/cost ratio for projects in the govern- 
ment sector. An economic analysis can be performed once an owner's estimate has 
been prepared. 

Estimating costs during the inception of a project by the owner, prior to any de- 
sign, is difficult because only limited detailed information is known about the proj- 
ect. However, this cost estimate is important because it is used to set the maximum 
project budget that will be approved for design and construction. At this stage of 
project development the only known information is the number of units or size of 
the project, such as number of square feet of building area, number of cars in a park- 
ing garage, number of miles of 345-kilovolt (kV) transmis~ion line, or number of 
barrels of crude oil processed per day. At some point in time an estimate has to be 
frozen and converted to a project budget. 

Preparation of the owner's estimate requires knowledge and experience of the 
work required to complete the project. Cost information from professionals who are 
knowledgeable about design and construction is essential. Cost information for 
preparation of the owner's budget is usually derived from one of two sources: cost 
records from previous projects of similar type and size, or pricing manuals that are 
published annually by several organizations. 

For buildings, public works, and heavy construction projects, the Means Cost 
Guide is commonly used. The Richardson's manual for construction estimating is a 



common reference for petrochemical and processing projects. These pricing manu- 
als provide costs per unit for various types of projects, such as cost per square foot 
of building area for offices, warehouses, and maintenance buildings. The costs are 
derived from previous projects that have been completed at numerous geographic 
locations. Figure 5-1 illustrates examples of information that is available for sev- 

FIGURE 5-1 
Illustrative Examples of Cost-per-Square-Foot Information Available from Pricing Manuals. 

Component 

Foundation 
Floors on grade 
Superstnrcture 
Roofing 
Exterior walls 
Partitions 
Wall finishes 
Floor finishes 
Ceiling finishes 
Conveying systems 
Specialties 
Fixed equipment 
HeaWvenWair cond. 
Plumbing 
Electrical 

Total $/SF 

I Office buildings I Motels 

Low Median Low Median Hlgh 
$/SF $/SF $/SF High / $/SF $/SF $/SF 

Component 

Foundation 
Floors on grade 
Superstructure 
Roofing 
Exterior walls 
Partitions 
Wall finishes 
Floor finishes 
Ceiling finishes 
Conveying systems 
Specialties 
Fixed equipment 
HeaWvenWair cond. 
Plumbing 
Electrical 

Total $/SF 

I Secondaly schools p 1 Hospitals 

Low Median High Low Median High 
$/SF $/SF $/SF I $/SF $/SF $/SF 
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era1 types of buildings. It shows the low, average, and high cost per square foot, 
based on the level of quality. The budget for a proposed project can be calculated 
by multiplying the cost per square foot by the total square feet in the project. The 
cost of land, permits, and design fees should be added to the calculated cost of con- 
struction. A reasonable percentage multiplier should also be applied for contin- 
gency since the design is not prepared for the project during the owner's budgeting 
process. Adjustments for time and location should also be made as discussed in the 
following paragraphs. 

The other source of cost information is company records from previous projects. 
Although the total cost of previously completed projects will vary between projects, 
unit costs can be calculated to forecast the cost of future projects. The term of 
weighting is commonly used to refer to the procedure of analyzing historical cost 
data to determine a unit cost for forecasting future project costs. A unit cost should 
be developed that emphasizes the average value, yet accounts for extreme maxi- 
mum and minimum values. Equation 5.1 can be used for weighting cost data from 
previous projects: 

where UC = forecast unit cost 
A = minimum unit cost of previous projects 
B = average unit cost of previous projects 
C = maximum unit cost of previous projects 

Example 5-1 illustrates the weighting procedure. The procedure can be applied 
to other types of projects and their parameters. Examples are apartment units, mo- 
tel rooms, miles of electric transmission line, barrels of crude oil processed per day, 
and square yards of pavement. 

Example 5-1 

Cost information from eight previously completed parking garage projects is 
given in the following table. 

Project Total cost No. cars Unit cost 

150 $ 9,250 
80 11,200 

120 14,975 c-- highest value 
90 14,975 
60 12,300 

220 8.650 c-- lowest value 
70 12,700 

180 8,975 
Total = $79,034 

Average cost per car = $ 9,879 c-- average value 
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From Eq. 5.1 the forecast unit cost can be calculated as 

For a project with 135 cars the estimated cost can be calculated as 

135 cars @ $10,524 = $1,420,673 

It is necessary to adjust the cost information from previously completed projects 
for differences in size, time, and location. The previous example illustrates adjust- 
ment relative to size. Time adjustments represent variation in costs due to inflation, 
deflation, interest rates, etc. Location adjustments represent variation in costs be- 
tween locations due to geographical differences in costs of materials, equipment, 
and labor. 

An index can be used to adjust previous cost information for use in preparation 
of the owner's estimate. Various organizations publish indices that show economic 
trends. The Engineering News Record (ENR)  annually publishes indices of con- 
struction costs for both time and location. Example 5-2 illustrates the combination 
of adjustments of cost estimates for size, time, and location. Estimating Construc- 
tion Costs, 4th ed., published by McGraw-Hill, Inc., presents a comprehensive dis- 
cussion of estimating project costs. 

Example 5-2 

Use the time and location indices below to calculate the forecast cost for a build- 
ing with 62,700 SF of floor area. The building is to be constructed 3 years from 
now in city B. A similar type building that cost $2,945,250 and contained 38,500 
SF was completed 2 years ago in city D. 

Year Index Location Index 

3 yr ago 358 City A 1025 
2 yr ago 359 City 6 1170 
1 ~r ago 367 City c 1260 
Current year 378 City D 1240 

An equivalent compound interest can be calculated based on the change in the 
cost index during the 3-year period: 

Estimated Previous Time Location Size 
cost cost adjustment adjustment adjustment 
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ECONOMIC FEASIBILITY STUDY 

Regardless of its size or type, a project must be economically feasible. There are at 
least two ways to determine economic feasibility, depending on whether the owner 
is in the private sector or government sector. For a private project the economic fea- 
sibility can be determined by an economic analysis of the monetary return on the in- 
vestment to build the project. For a public government project the economic 
feasibility is usually determined by a benefitlcost ratio. 

There are three methods that are commonly used by the private sector to evalu- 
ate the monetary return on a potential investment: capital recovery, pay back period, 
and rate of return. Each method uses the fundamental equations of time value of 
money. There are numerous books that have been published that describe the de- 
velopment and use of these equations for economic analysis. Below is a brief intro- 
duction to the equations. 

Money can earn value when invested over time. For example, $100 invested to- 
day at 7% interest will be worth $107 one year from now. Thus, the time value of 
money means that equal dollar amounts at different points in time do not have equal 
value. For example, the present worth of $100 today is equivalent to $107 one year 
from now provided the interest is 7%. Engineering economic analysis is the process 
of evaluating alternatives. The basic variables used in a time value analysis for eco- 
nomic feasibility are 

P = present-worth amount (the value of money today) 

F = compound amount (the future value of money after n periods of time at 
i interest) 

i = interest rate per interest period (usually one year) 

n = number of periods of time (usually in years) 

Single Payments 

The following calculations are provided to illustrate the relationship between P and 
F for a given i and n. 

End of Interest earned Compound amount at end of year 
year during the year (F = future value of money) 

Thus, F = P(l + i)". Note that F is related to P by a factor that depends only on 
i and n. This factor, (1 + i)", is called the single-payment compound-amount fac- 
tor, which makes F equivalent to P. Rearranging terns, P = Fl(1 + i)". The fac to~ 
1 4 1  + i)" is known as the present-worth compound-amount factor, which makes 
P equivalent to E These two equations provide equivalent single payments, now 



and in the future. There are four parameters: P, E i, and n. Given any three parame- 
ters, the fourth can easily be calculated. 

Uniform Payment Series 

Instead of a single amount of money of P today and F i n  the future as illustrated pre- 
viously, a series of equal payments may occur at the end of succeeding annual in- 
terest periods. The sum of the compound amounts of the series of equal payments 
may be calculated by using the single-payment compound-amount factor. HA rep- 
resents a series of n equal payments, then the sum of these payments after n years at 
i interest can be calculated as in the following equation: 

Multiplying both sides of the equation by (1 + i) gives the following equation: 

Subtracting the first equation from the second gives the compound amount of the 
uniform series of payments as follows: 

F(l + i) - F = -A + A(l + i)" 

Note that F is related to A by a factor that depends only on i and n. This fac- 
tor, [(I + i)" - llli, is called the uniform-series compound-amount factor, 
which makes the series of A payments equivalent to E Rearranging terms, A = 
F{[i/(l + i)"] - 1 ) .  The factor [il(l + i)"] - 1 is known as the uniform-series sink- 
ing-fund factor. It represents the amount of money A that must be invested over the 
uniform series of payments to equate to the future amount F: 

Substituting P(l + i)" for F i n  the uniform-series sinking-fund equation gives the 
following equation: 

A =: 
P( l  + i)" i 

(1 +i)"- 1 

( l + i ) " - 1  

The equation A = P{[i(l + i)"]/[(l + i)" - I]] gives a uniform series of payments 
A that is equivalent to the present worth of P. Again, note that A is related to P by a 
factor that depends only on i and n. This factor, [i(l + i)"]l[(l + i)" - 11, is called 
the uniform-series capital recovery. Rearranging terms, P = A{[(1 + i)" - 111 
[i(l + i)"]). This gives the present worth P of the uniform series of A payments. 



The factor, [(I + i)" - l]l[i(l + i)"], is called the uniform-series present-worth 
factor. 

For convenience, each of the six basic equations for economic analysis are 
shown in Eqs. 5.2-5.7. 

Fundamental Equations of Time Value of Money 

P = Present Worth F 
F = Future Sum A A A A A A  , ; 7 ~ 2 ) ( n l )  ; A =Equal Payment Series O 
i =Annual Interest Rate 
n = Study Period (years) P 

Single Payment Series: 

Compound Amount F = P [(I + i)"] = PY-~) (Eq. 5.2) 

Present Worth 1 P = F [m] = FP-.) (Eq. 5.3) 

Equal Payment Series: 

Compound Amount F = A [(l + 7 - I] = ~(n* i - ' )  (Eq. 5.4) 

Sinking Fund i d = + ir- (Eq. 5.5) 

Present Worth 

Capital Recovery 
i(1 + i)" 

(Eq. 5.6) 

(Eq. 5.7) 

The factor designation at the right of the preceding interest equations represents 
an abbreviated form of the equation illustrated in the following: 

(F'Pi-n) means find the Future Sum, F: from a known 
Present Worth, P, and Interest Rate, i, during a 
Study Period of n. 

In general, an economic analysis involves the process of solving for one of the 
variables. For example, capital recovery solves for A, pay back period solves for n, 
and rate of return solves for i. A more complex analysis using one or more of the ba- 
sic six equations is required when multiple sums of money are distributed over the 
study period, or when tax advantages are included. 



The capital recovery method evaluates the amount of annual money, A, that must 
be obtained throughout the study life, n, of a project in order to obtain a recovery on 
the original capital investment, P. A simple illustration is given in Example 5-3. 
There may be other considerations that should be evaluated, such as tax advantages, 
non-uniform generation of revenue, and the disposal of the facility after its useful 
life. The pay back period method evaluates the number of years, n, that a project 
must be operated in order to obtain an interest rate, i, for a given investment, E: with 
an annual generated income, A. This method is illustrated in Example 5-4. A rate- 
of-return analysis evaluates the interest rate, i, that equates the initial investment, 
to the yearly net cash flow as illustrated in Example 5-5. A trial-and-error solution 
is required in this example because the annual payments are not uniform. All these 
examples are simple illustrations of the methods that can be used to determine the 
economic feasibility of a project. 

Example 5-3 

This example illustrates the capital recovery method for determining economic 
feasibility. Suppose the feasibility estimate for a project is $7.OM with an ex- 
pected operating life of 12 years. Annual maintenance and operating expenses 
are forecast as $560K per year. Using a 10% interest rate, what net annual in- 
come must be received to recover the capital investment of the project? 

= $1.588M per year 

If the project can be built for $7.OM, operated for $560K per year, and earn 
$1.5876M per year, the project is economically feasible, neglecting any tax ad- 
vantages. If the project can be built for less than $7.OM, or can be built to oper- 
ate more efficiently than $560K per year, it is even more economically attractive. 

Example 5-4 
This example illustrates the pay back period method for determining the eco- 
nomic feasibility of a project. The initial investment for a project is $18.0M. A 
net annual profit of $3.5M is anticipated. Using a 15% desired rate of return on 
the investment, what is the pay back period for the project? 

n = 10.5 years 



Example 5-5 

This example illustrates the rate-of-return method for determining the economic 
feasibility of a project. An initial project investment of $1.05M is being consid- 
ered for a 5-year study period. It is anticipated the project will be sold after the 
5-year period for $560K. Determine the rate of return with the anticipated net 
profit shown below. 

End of year Net profit ($1,000) 

Using Eq. 5.2 to transfer the costs from each year to an equivalent present worth: 
Try i = 15%. 

$1.05M > $0.92M; therefore try a lower rate of return. 
Try i = 10%. 

PIFIO- I PIF10-2 PIFIO-3 PIF10-4 

P = [-$350(0.9090) - $120(0.8264) + $420(0.7513) + $735(0.6830) 
PIFIO-5 PIFIO-5 

+ $680(0.6209) + $560(0.6209)] X 1,000 

$1.05M < $1.17M; therefore try a higher rate of return. 
Try i = 12%. 

$1.05M .= $1.06M; therefore the rate of return is slightly over 12%. 

It is important for the project manager and his or her team to realize that an 
owner's economic study, similar to one of those illustrated, is used by the owner to 
approve the project budget, which is the capital investment, P. When a project ex- 
ceeds its budget, then the economic justification that was used by the owner to pro- 
ceed with the project is impaired. 

A popular method for deciding on the economic justification of a public project 
is to compute the benefittcost ratio, which is simply the ratio of the benefits to the 
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public divided by the cost to the government. If the ratio is 1, the equivalent bene- 
fits and equivalent costs are equal. This represents the minimum justification for an 
expenditure by a public agency. Generally, the f i s t  step is to determine the benefits 
that can be derived from a project. This is in contrast to the consideration of prof- 
itability as a first step in evaluating the merits of a private enterprise. The second 
step in evaluating a public project involves an analysis of cost to the governmental 
agency. When a public project is being considered, the question is: Will this project 
result in the greatest possible enhancement of the general welfare in terms of eco- 
nomic, social, environmental, or other factors that serve the needs of the general 
public? The measurement of benefits is sometimes difficult because they cannot al- 
ways be expressed in dollars. 

Many government agencies have a list of projects that are waiting for approval, 
but for which funds are not yet available. The decision as to which project to ap- 
prove may be based upon the amount of money that is allocated in a fiscal year, 
rather than economic feasibility. 

DESIGN BUDGETS 

The design organization has a difficult task of estimating the cost of providing de- 
sign services andlor producing contract documents for the project before the design 
and construction phases begin. For many projects the magnitude of work that is re- 
quired by the designer cannot be fully anticipated, because design is a creative 
process that involves the evaluation of numerous alternatives. The evaluation of de- 
sign alternatives is a necessary part of the design process required to select the best 
design that satisfies the owner's need for the project. 

Compensation for design services is usually by one of the following methods: 
lump-sum, salary cost times a multiplier, cost plus a fixed payment, or percent of 
construction. The method that is used depends on the accuracy of the scope defini- 
tion that is provided to the design organization. 

For projects that have a well-defined scope with no unusual features, and are 
similar to projects that a designer has handled in the past, a lump-sum design con- 
tract is commoaly used. Preparation of the design budget can be developed by 
defining tasks, ahd grouping of tasks, in a work breakdown structure. The develop- 
ment of a project work breakdown structure and design work packages is discussed 
in Chapter 6. A design work package, shown in Figure 6-7, can then be prepared for 
each task. Based upon the past experience of the designer with similar projects, the 
estimated labor-hours of design calculations, number of drawings, labor-hours per 
drawing, travel, and other expenses can be estimated for each task. The total cost for 
design can be calculated by adding the cost of all design work packages. The final 
design budget is usually broken down by discipline with the labor-hours based on 
the number of drawings to be produced. Figure 5-2 illustrates the summary of a de- - 
sign engineering budget. ~ i ~ & e  5-3 shows-an example of time distribution for de- 
sign calculations as well as the development of drawings and specifications for a - 
project. Chapter 7 presents the process-of developing design pr6posals and design 
budgets. Reference Figures 7-5 and 7-6 for gathering the information necessary to 
prepare the budget forms shown in Figures 5-2 and 5-3. 



CHAPTER 5: PROJECT BUDGETING 91 

PROJECT BUDGET FORM 

FIGURE 5-2 
Illustrative Design Engineering Budget. 
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The salary cost times a multiplier method is used for projects when it is difficult 
to accurately define the scope of work at the time the designer is retained for the 
project. For these types of projects, preliminary services, such as process studies, 
development of alternate layout plans, or other services are required to establish in- 
formation that is needed for the final design. The designer provides a fee schedule 
to the owner that lists the classification and salary costs of all personnel, and a rate 
schedule for all other costs that are directly chargeable to the project. Work is then 
performed based on actual time expended in the design effort. A multiplier, usually 
within a range from 2.0 to 3.0, is applied to direct salary costs that compensate the 
design organization for overhead, plus a reasonable margin for contingencies and 
profit. A larger multiplier may be used for unusual projects that require special ex- 
pertise, or for projects of short duration or small size. Travel, subsistence, supplies, 
and other direct non-salary expenses are generally reimbursed at actual costs, plus 
a 10% to 15% service charge. 

The cost plus a fixed payment method is used for projects that have a general de- 
scription or statement of the scope of contemplated work, such as the number, size, 
and character of buildings or other facilities and the extent of utilities. The design 
organization is reimbursed for the actual cost of all salaries, services, and supplies 
plus a fixed fee that is agreed on between the designer and owner. The fixed fee usu- 
ally varies from 10% for large projects to 25% for small projects that are short in 
duration. 

Design work may also be compensated based on a percentage of the construction 
costs of a project, although this method is not as common today as it was in the past. 
Generally the percentage is on a sliding scale that decreases as the construction cost 
increases. The percentage also varies depending on the level of design services that 
are provided, such as design only, design and preparation of drawings, or full design 
services which include design, preparation of drawings, and observation during 
construction. The percentage generally will range from 5% to 12% of the antici- 
pated construction cost. 

The percentage data given in the above paragraphs are not fixed, nor should the 
ranges be considered as absolute maximums or minimums. Instead, they are pre- 
sented as a guide to establish the approximate costs that may be incurred for the de- 
sign of a project. 

CONTRACTOR'S BID 

Most of the cost of a project is expended during the construction phase when the 
contractor must supervise large work forces who operate equipment, procure mate- 
rials, and physically build the project. The cost of construction is determined by the 
contractor's bid that has been accepted by the owner before starting the construction 
process. Depending on the comple~enesiof the design and the amount of risk that is 
shared between the owner and contractor, there are many methods that have been 
developed to compensate the construction contractor. 

The pricing format for providing construction services can be divided into two 
general categories: fixed price and cost reimbursable. Fixed price contracts usually 
are classified as lump-sum, unit-price, or a combination of lump-sum and unit-price. 
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Cost-reimbursable contracts can be classified as cost plus a fixed fee or cost plus a 
percentage. An incentive is often built into cost-reimbursable contracts to control 
the total cost of a project. Examples of incentives are "target price" and "guaranteed 
maximum price." 

For projects with a complete set of plans and specifications that have been pre- 
pared prior to construction, the contractor can prepare a detailed estimate for the 
purpose of submitting a lump-sum bid on the project. Only one total-cost figure is 
quoted to the owner, and this figure represents the amount the owner will pay to the 
contractor for the completed project, unless there are revisions in the plans or spec- 
ifications. The contractor's bid is prepared from a detailed estimate of the cost of 
providing materials, labor, equipment, subcontract work, overhead, and profit. 

The preparation of lump-sum detailed estimates generally follows a systematic 
procedure that has been developed by the contractor for his or her unique construc- 
tion operations. Building contractors organize their estimates in a format that 
closely follows the Construction Specification Institute's (CSI) masterformat. The 
CSI masterformat organizes project information into 16 major divisions and is rec- 
ognized as the industry standard for building construction. Appendix E provides 
a listing of the CSI Masterformat level 2 titles and numbers. A typical summary of 
an estimate of a building construction project is shown in Figure 5-4. Each major 

FIGURE 5-4 
Example of Building Construction Project Bid Summary Using the CSI Organization of Work. 

Item Division Material Labor Subcontract Total 

General requirement 
Sie-work 
Concrete 
Masonry 
Metals 
Woods and plastics 
Thermal and moisture 
Doors and windows 
Finishes 
Specialties 
Equipment 
Furnishings 
Special construction 
Conveying systems 
Mechanical 
Electrical 

Total direct costs 

Material tax (5%) 
Labor tax (1 8%) 
Contingency (2%) 
Bondsllnsurance 
Profit (loo%) 

2,602,910.00 
2,676,523.00 

53,530.00 2,730,053.00 
34,091 .OO 2,764,144.00 
276,414.00 3,040,558.00 

Bid price = $3,040,558.00 
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division is subdivided into smaller items of work referred to as either broad scope, 
medium scope, and narrow scope. For example, the work required for division 2, 
site-work, is subdivided into clearing, excavation, compaction, etc., as illustrated in 
Figure 5-5. 

Heavy engineering construction contractors generally organize their estimates in 
a work breakdown structure (WBS) that is unique to the project to be constructed. 
An example of the WBS organization of an estimate for an electric power construc- 
tion project is illustrated in Figures 5-6 to 5-8. Each group is subdivided into 

FIGURE 5-5 
Division 2 Estimate for Site-work 

Cost 
code Description Quantity Material Labor Subcontract Total 

Clearing 
Excavation 
Compaction 
Handwork 
Termite control 
Drilled piers 
Foundation drains 
Landscape 
Paving 

L.S. 
8,800 yd3 

950 yd3 

500 ydZ 
L.S. 
1,632 iin ft 
14 ea. 
L.S. 
4,850 yd2 

FIGURE 5-6 
Example of Electric Power Construction Bid Summary Using the WBS Organization of W0rk.t 

Group-level report 

Labor and 
No. Group Material equipment Subcontract Total 

1100 Switch 
station 

2100 Transmission 
line A 

2300 Transmission 
line €3 

3100 Substation at 
spring creek 

4200 Distribution 
l~ne A 

4400 Distribution 
line B 

4500 Distribution 
line C 

'For large projects the costs are sometimes rounded to the nearest $100 or $1,000. Figures 5-6 to 5-8 show 
full dollars to illustrate the transfer of costs among the component, division, and group levels of an estimate. 
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divisions of the work required to construct the group; likewise, each division of that 
work is subdivided into the components shown in Figures 5-7 and 5-8. 

The unit-price bid is similar to the lump-sum bid, except that the contractor sub- 
mits a cost per unit of work in place, such as a cost per cubic yard of concrete. The 
contract documents define the units the owner will pay the contractor. The final cost - .  
is determined by multiplying the bid cost per unit by the actual quantity of work that 
is installed by the contractor. Thus, the price that the owner will pay to the contrac- - - 
tor is not determined until the project has been completed, when the actual quanti- 
ties are known. 

Cost-reimbursable contracts for construction may be used for several reasons; to 
start construction at the earliest possible date, to allow the owner to make changes 

FIGURE 5-7 
Example of Electric Power Construction Estimate Using the WBS Organization of Work. 

DIVISION-LEVEL REPORT FOR TRANSMISSION LlNE A 

Cost 
item Description Material Labor Equipment Total 

2100 TRANSMISSION LlNE A 
2210 Fabrication of 

steel towers $ 692,775.00 
2370 Tower foundations 83,262.00 
2570 Erection of 

steel towers 0.00 
2620 Insulators and 

conductors 2,605,588.00 
2650 Shield wire 

installation 0.00 

Total for 2100 $3,381,625.00 

FIGURE 5-8 
Example of Electric Power Construction Estimate Using the WBS Organization of Work. 

COMPONENT-LEVEL REPORT FOR TOWER FOUNDATIONS 

Cost 
Item Description Quantity Material Labor Equipment Total 

- - 

2370 TOWER FOUNDATIONS 
2372 Drilling 

foundations 4,196 lin ft $ 0.00 $25,428.00 $44,897.00 $ 70,325.00 
2374 Reinforcing 

steel 37.5 tons 28,951 .OO 22,050.00 15,376.00 66,377.00 
2376 Foundation 

concrete 870 yd3 53.306.00 13,831.00 10,143.00 77,280.00 
2378 Stub angles 3,142 Ib 1.005.00 817.00 794.00 2,616.00 

Total for 2370 $83,262.00 $62,126.00 $71,210.00 $216,598.00 
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in the scope of work without substantial modifications in the contract, or because 
the project is unique with features that prevent a reasonable approximation of the 
actual cost of construction. The estimate for this type of project is usually prepared 
by the contractor as an approximate estimate. The owner and contractor agree on a 
cost rate for all labor, equipment, and other services that may be charged to the proj- 
ect by the contractor. The contractor is reimbursed for all costs that are accrued dur- 
ing the construction phase of the project plus a percentage of the costs or a fixed fee. 

To maintain some degree of control over the total cost of a project, an incentive 
is often placed on cost-reimbursable contracts. For example, the contract may be 
awarded on a cost plus basis with a guaranteed maximum price, commonly called a 
GMP contract. For a GMP contract, the owner and contractor agree on a guaranteed 
maximum price prior to the start of construction. They also agree on the distribution 
of costs that each will incur if the final cost is above or below the guaranteed max- 
imum price. Then, during construction, the contractor is reimbursed for actual costs 
plus a fixed fee or percentage of actual costs. If the actual final cost is above or be- 
low the guaranteed maximum price, then the predetermined distribution of the dif- 
ference of costs is distributed between the owner and contractor. To illustrate, if the 
cost exceeds the guaranteed maximum price, the contractor may pay 70% of the 
cost and the owner pays 30% of the cost. If the cost is less than the guaranteed max- 
imum price, the contractor receives 60% of the reduced costs and the owner re- 
ceives 40%. 

QUESTIONS FOR CHAPTER 5--PROJECT BUDGETING 

1 Usually each of the three principal parties (the owner, designer, and contractor) prepares 
a cost estimate at different times during the life of a project. Describe the purpose of each 
estimate and the impact that estimating errors may have on the other two parties. 

2 Why is it important to define the range of accuracy, in percentage, that should be applied 
to any estimate? Who should set this range and who should be informed of the selected 
range? 

3 Prepare a cost estimate for the construction of a small, high-quality office building that 
contains 18,525 ft2 of floor area. Use the data in Figure 5-1 to prepare the estimate. As- 
sume the cost of design for the project is 7% of construction, and a site-work cost of 
$180,000. What range of percentage of this cost would you recommend to define the level 
of accuracy? 

4 Use the time and location indices in Example 5-2 to estimate the cost of a high-quality of- 
fice building that contains 64,500 ft2 of floor area. The building is to be constructed 2 
years from now in city A. The cost of a similar type building that contains 95,000 ft2 was 
completed last year in city C for a cost of $7,790,000. 

5 During the feasibility study of a project, the initial estimated cost for design and con- 
struction is $3.7 million. It is anticipated that the cost to maintain and operate the facility 
after completion of construction will be $250,000 per year. Assuming the owner must ob- 
tain a return on the initial investment of 15%. what net annual income must he received 
to economically justify the project? Assume no salvage value after using the facility for 
12 years. 

6 The cost estimate of a project is $3.5 million. Annual costs for maintaining and operating 
the facility are forecast as $250,000 per year After 8 years, it is anticipated the facility will 



be sold for $2.0 million. If the owner requires a 15% return on his or her investment, what 
net annual income must be received to recover [he capital investment of the project? 

7 The initial investment for a project is $4.7 million. A net annual profit of $1.5 million is 
anticipated. Using a 12% desired rate of return on the investment, what is the pay back pe- 
riod for the project? 
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DEVELOPMENT OF 
WORK PLAN 

PROJECT MANAGER'S INITIAL REVIEW 

The discussion of developing the project work plan in this chapter is based on han- 
dling the project in its early stage of development, prior to design. It is presented 
from this perspective because the ability to influence the overall quality, cost, and 
schedule of a project can best be achieved during design. Most books and articles 
discuss project management during the construction phase, after design is com- 
pleted. At this time in the life of a project the scope of work is fully defined, the 
budget is fixed, and the completion date is firm. It is then too late to make any sig- 
nificant adjustments in the project to improve quality, cost, or schedule to benefit 
the owner. 

When a project manager is assigned to a project, his or her first duty is to gather 
all the background material that has been prepared by the sponsoring organization. 
This includes the owner's study and the contract that has been signed by the project 
manager's organization. These documents must be thoroughly reviewed to be cer- 
tain there is a well-defined scope, an approved budget, and a schedule that shows 
major milestones for the project, in particular the required completion date. 

The purpose of this initial review process is to become familiar with the own- 
er's objectives, the overall project needs, and to identify any additional information 
that may be needed to begin the process of developing a work plan to manage the 
project. To organize the review process it is best to divide the questions into 
the three categories that define a project: scope, budget, and schedule. To guide this 
initial review, the project manager should continually ask questions like those 
shown in Table 6-1. 
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TABLE 6-1 
GUIDELINES FOR PROJECT MANAGER'S INITIAL 
PROJECT REVIEW 

Scope 
1. What is missing? 
2. Does it seem reasonable? 
3. What is the best way to do this? 
4. What additional information is needed? 
5. What technical expertise is needed? 
6. How is the best way to handle construction? 
7. What is the owner's expected level of quality? 
8. What codes and regulations are applicable? 

Budget 
1. Does the budget seem reasonable? 
2. How was the budget determined? 
3. Who prepared the budget? 
4. When was the budget prepared? 
5. Should any portion of the budget be rechecked? 
6. Has the budget been adjusted for time & location? 

Schedule 
1. Does the schedule seem reasonable? 
2. How was the schedule determined? 
3. When was the schedule prepared? 
4. Who prepared the schedule? 
5. How firm is the completion date? 
6. Are there penalties or bonuses? 

OWNER'S ORIENTATION 

After the project manager has performed the initial project review and become fa- 
miliar with the project, the owner's authorized representative should be identified 
and a meeting scheduled to set up the necessary coordination arrangements with the 
owner. The owner's representative serves two roles in a project: as a participant in 
providing information and clarifying project requirements, and as a reviewer and 
approver of all team decisions. The owner must be considered an integral part of the 
project team, beginning at the start of the project and continuing through all phases 
until completion. 

During this initial meeting, the owner's authorized representative should set pri- 
orities for the project. There are four elements of concern for a project: quality, 
scope, time, and cost. Jt is understood that quality is an element that must be satis- 
fied. The owner should set the level of quality that is expected in the project. There 
must be a mutual understanding of quality between the project manager and the 
owner's representative. Scope is the fixed quantity of work to be performed. It may 
be expanded or reduced by the owner as the project proceeds, generally depending 
on the costs. The priority of time or cost is set by the owner. Frequently, time is ini- 
tially set as a priority over cost. However, cost may take precedence over time if the 
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market for the product changes or other conditions arise. If a priority is not set, the 
project manager must attempt to optimize time and cost. 

The level of involvement required by the owner's representative must be deter- 
mined at the beginning of the project. If he or she wants to sign everything, then the 
project manager must include time in the project schedule and cost into the budget 
for the owner's involvement. Two-way communication is an absolute requirement. 
The project manager should also inform the owner's representative of how he or she 
plans to create a project team that will be coordinated to represent each part of the 
project. 

This initial meeting also gives both the owner's representative and the project 
manager the opportunity to meet each other. At this meeting it may be desirable to 
visit with others in the owner's organization that may be concerned with the project. 
Issues to discuss might include clarification of goals and requirements, desired level 
of quality, any uniqueness about the project, financing, regulatory agencies, and ap- 
proval process. 

In some instances this meeting may be the project manager's first introduction to 
the owner's representative. Because many owners expect an all-knowing project 
manager, some precautions need to be taken. Since the project team has not yet been 
formed, all discussions should focus on the work to be performed rather than on 
work that has been completed. Ideally, the project manager should have assisted in 
the proposal preparation that was approved by the owner to proceed with the proj- 
ect. This gives the project manager a better understanding of the history behind the 
project and previous contact with the owner's representative. 

ORGANIZATIONAL STRUCTURES 

Each project manager is affected by the environment in which he or she works. The 
organization of a company can have a large impact on the ability to manage a proj- 
ect. Figures 6-1 through 6-5 show various organizational structures of companies. A 
project manager may work for a company that is organized as shown in these fig- 
ures, or he or she may manage a project for a client whose company organization is 
similar to one of these organizational structures. 

If a company is product oriented, it will be organized around manufacturing and 
marketing of the product, with the priority of decisions focused on products. Acom- 
pany that is service oriented will be organized around providing customer service. 
The design and construction of a project is a means to an end for the company to 
provide a product or service and does not represent the primary function of that 
company. This secondary emphasis on a project can hamper the work of a project 
manager. 

The organizational structure shown in Figure 6-1 is an example of a business 
with an emphasis on manufacturing and marketing of products. The engineering 
portion of the company exists to support the manufacturing operation. Manufactur- 
ing exists to produce the product for the marketing group to sell. Questions related 
to the engineering/construction of a project for this company would typically be di- 
rected to the engineering department. However, the answers to these questions often 
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Manager 

Level and Development Manufacturing Marketing and Legal 

Division Level -+T+ , l;rn rrt 
Level 

Denotes 
Section - continued 

Level breakdown 

FIGURE 6-1 
Traditional Management Organization (Production LineIBusiness Oriented), 

come from the manufacturing department, which in turn may have to obtain input 
from the marketing group. This requires a channel of communications between var- 
ious parties that can cause misinterpretation of information and a delay in obtaining 
answers. A project manager performing work for a company that is organized as 
shown in Figure 6-1 should include a contingency in the project schedule for delays 
of owner responses, and should be alert to the potential for scope growth. 

An example of a functional organization is illustrated by the electrical power 
company shown in Figure 6-2. The company emphasis is on generation, transmis- 
sion, and distribution of electrical power services. Utilities and governmental agen- 
cies are usually organized in functional departments. This type of organization is 
efficient for the design and construction of projects involving a single function, such 
as the design and construction of a transmission line or a substation. However, if a - 
project involves design and construction of a unit of a power station, plus two trans- 
mission lines and a substation, it can be difficult to identify the pro-ject within the or- 
ganization. There is a tendency for the project to from one department to 
another if a single project manager is not assigned overall responsibility. This can 
lead to lost information and schedule delays. Even if a single project manager is as- 
signed, coordinating across departments lines can be difficult. 

Figure 6-3 shows a typical work environment of a consulting engineering com- 
pany that provides design services for projects. The company emphasis is discipline 
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FIGURE 6-2 
Functional Organization (Electrical Power Company). 
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FIGURE 6-3 
Discipline Organization (Design Firm). 
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oriented, involving a group of specialists who share knowledge and technical ex- 
pertise. Overemphasizing separate disciplines can encourage competition and con- 
flicts at the expense of the whole organization, resulting in focus on internal 
department operations rather than external relations and project work. When em- 
pha.sis is focused on internal departments, decision making and communication 
channels tend to be vertical, rather than horizontal, with little attention paid to costs, 
schedules, and coordination. 

Many consulting engineering companies are organized as shown in Figure 6-3. 
For small projects with short durations this type of organization is efficient. How- 
ever, project management can be hindered because some of the engineers have 
a diial role, as both a designer and a project manager. As the number of disciplines 
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Vice President 
Engineering i 1 

increases, coordination of complex projects becomes more difficult. For example, a 
complex project may involve architectural, civil, structural, mechanical, and elec- 
trical engineering work. The work may begin with the architectural layout, followed 
by the various engineering designs. As the work moves from discipline to disci- 
pline, the project identity can be lost and it becomes difficult to know where the 
project is or what its status is. By the time the project reaches the last discipline 
there may not be enough budget left to complete the work. Discipline organizations 
develop a strong resistance to change. 

Another type of organizational structure for a consulting engineering company is 
shown in Figure 6-4. The company is organized into functional departments: build- 
ings, heavylcivil, process, and transportation. The disciplines are dispersed among 
the functional departments and serve on design teams for projects that are assigned 
to the department. Lead designers are appointed as team leaders to manage the de- 
sign effort. Each designer remains in his or her functional department to provide 
technical expertise for the project. However, if there is a decline in the number of 
projects in one or more departments, one or more designers may be transferred 
to another functional department. This can he disruptive to the management of 
projects. 

To increase emphasis on project cost, schedule, and general coordination, a ma- 
trix organization as shown in Figure 6-5 is often used. The objective is to retain the 
design disciplines in their home departments so technical expertise is not lost, and 
to create a projects group that is responsible for overall project coordination. To ac- 
complish this the designer has two channels of communications, one to the techni- 
cal supervisor and another to the project manager. Issues related to technical 
expertise are addressed vertically while issues related to the project are addressed 
horizontally. 

The matrix organization provides a work environment with emphasis on the proj- 
ect. Each project is defined by a horizontal line on the matrix. The project manager 
is responsible for overall project coordination, interfacing of disciplines, client re- 
lations, and monitoring of overall project costs and schedules. The various design 
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Discipline 1 
Responsibility 

disciplines are responsible for providing technical expertise, quality performance, 
and the cost and schedule for their uarticular aart of the uroiect. No one person " 

works for the other on the project team; instead everyone works for the project. The 
project manager is the leader of the team and serves as a focal point for integrating 
responsibility. 

.4 matrix defines lines of communications but does not indicate the authority for 
conflict resolution. A matrix mav be defined as a "strong matrix," where proiect - & " 

managers have the authority to decide what is good for the overall project. At the 
opposite end of the spectrum is the "weak matrix," where discipline managers have - - - 
the authority in decision making. A discipline supervisor may be more concerned 
with his or her technical area than the overall project. Designers are usually con- 
cerned with producing the best design possible, sometimes at the expense of project 
cost or schedule and without regard to the effect on other departments. 

'The success of project management in the matrix organization depends on the 
philosophy of the company and the attitude of the employees. Too much emphasis 
on disciplines can lead to time and cost problems. Likewise, too much emphasis on 
prqiects can lead to inefficiencies and quality problems due to losing control of and 
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contact with the technical departments. Therefore, there must be a balance between 
managing the project and providing technical expertise. Mutual respect among dis- 
ciplines is essential. The project manager relies on the expertise of each team mem- 
ber and recognizes that everyone is a key player on the team of a successful project. 
A "can do" attitude must exist, with a drive to complete a quality project in an effi- 
cient manner that meets the needs of the owner. What is good for the project is good 
for the entire company. Effective communications among team members is a must. 

As a project moves from the design phase to the construction phase, a work 
structure must be developed around the work that must be accomplished in the field. 
A project organization must be developed that is matched to the project to be con- 
structed. Management of the project is best performed in the field, where the actual 
work is being performed. 

WORK BREAKDOWN STRUCTURE 

For any size project, large or small, it is necessary to develop a well-defined work 
&&down structure (WBS) that divides the project into identifiable parts that can 
be managed. The concept of the WBS is simple; in order to manage a whole proj- 
ect, one must manage and control each of its parts. The WBS is the cornerstone of 
the project work plan. It defines the work to be performed, identifies the needed ex- 
pertise, assists in selection of the project team, and establishes a base for project 
scheduling and control. Chapters 8 and 9 show how the WBS is used in project 
scheduling and tracking. 

A WBS is a graphical display of the project that shows the division of work in a 
multi-level system. Figure 6-6 is a simple illustrative example of a WBS for a proj- 
ect that has three major facilities: site-work, utilities, and buildings. Each major 
facility is subdivided into smaller components. For example, the major facility of 
buildings is subdivided into three buildings: office, maintenance, and warehouse. 
The project is further broken down so the components at each level are subsets of 
the next higher level. The number of levels in a WBS will vary depending upon the 
size and complexity of the project. The smallest unit in the WBS is a work package. 
A work package must be defined in sufficient detail so the work can be measured, 
budgeted, scheduled, and controlled. Development of work packages is discussed 
later in this chapter. 

The development of the WBS is a continuing process that starts when the project 
is first assigned to the project manager and continues until all work packages have 
been defined. The project manager starts the procers of developing the WBS by 
identifying major areas of the project. As members of the project team define the 
work to be performed in more detail, the WBS is adjusted accordingly. Thus, the 
WBS is used from the start to the finish of the project for planning and controlling. 
It is an effective means of defining the whole project, by parts, and providing effec- 
tive communication channels for exchange of information that is necessary for man- 
agement of the project. 

The WBS is the foundation of a project management system. Code numbers can 
be used to relate the WBS to the Organizational Breakdown Structure (OBS) for 
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management of people. Code numbers can also be used to relate the WBS to the 
Cost Breakdown Structure (CBS) for management of costs. Similarly, code num- 
bers can relate the WBS to the Critical Path Method (CPM) schedule to manage 
time. Thus, the WBS provides a systematic approach for identifying work, compil- 
ing the budget, and developing an integrated schedule. Since the WBS is developed 
jointly by the project team, the people that will actually perform the work, it is an 
effective tool for relating work activities to ensure that all work is included and that 
work is not duplicated. Most importantly, it provides a basis for measurement of 
performance. 

FORMING THE PROJECT TEAM 

A key concept in project management is to organize the project around the work to 
be accomplished. After review of all backup material from the owner's study and all 
other information that is known about the project, the project manager should de- 
velop a preliminary WBS that identifies the major tasks that must be performed. A 
detailed list of tasks should be prepared and grouped into phases that show the se- 
quencing of tasks and the interdependences of work. This provides identity for the 
project to assist in selection of resources and the technical expertise that will be re- 
quired of the project team. A time schedule should be attached to each task. All this 
preparatory work is required because the project manager cannot effectively form 
the project team until the work to be done is known. In essence the project manager 
must develop a preproject work plan, which should be reviewed by his or her super- 
visor. This plan will be expanded into a final project work plan after the project 
team is formed. 

After the preparatory work is complete, the project manager is responsible for or- 
ganizing the project team to achieve project objectives. The project manager and ap- 
propriate discipline managers are jointly responsible for selecting team members. 
This can sometimes be difficult because every project manager wants the best peo- 
ple on his or her team. Each project has a specific list of needs, but the overall utili- 
zation of all people in the company must be considered. It is not practical to shift 
key personnel from project to project; therefore compromise in the assignment of 
people is required. The assignment of appropriate staff for a project must take into 
consideration the special technical expertise needed and personnel available on a 
company-wide basis. 

The project team consists of members from the various discipline departments 
(architectural, civil, structural, mechanical, electrical, etc.), project controls (esti- 
mating, planning and scheduling, quality control, etc.), and the owner's representa- 
tive. The number of team members will vary with the size and complexity of the 
project. The project manager serves as leader of the team. All team members repre- 
sent their respective discipline's area of expertise and are responsible for early de- 
tection of potential problems that can have an adverse effect on the project's 
objectives, cost, or schedule. If a problem occurs, each team member is to notify his 
immediate supervisor and the project manager. 

It is important that each team member clearly understands the project objectives 
and realizes his or her importance in contributing to the overall success of the proj- 
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ect. Acooperative working relationship is necessary between all team members. Al- 
though the project manager is the normal contact person for all discipline depart- 
ments involved in the project, he or she may delegate contact responsibility to lead 
members of the team. Since the initiative and responsibility to meet project objec- 
tives, costs, and schedules rests with the project manager, he or she should be kept 
fully advised and informed. 

'The project manager must organize, coordinate, and monitor the progress of team 
members to ensure the work is completed in an orderly manner. He or she should 
also maintain frequent contact with the owner's representative. 

KICK-OFF MEETING 

After formation of the project team, the project manager calls the first team meet- 
ing, commonly called the kick-off meeting. It is one of the most important meetings 
in project management and is held prior to starting any work. The purpose of the 
kick-off meeting is to get the team members together to identify who is working the 
project and to provide them with the same base of knowledge about the project so 
they will feel like they are a part of the team. It is important for the project manager 
to fully understand the project objectives, needs, budget, and schedule and to trans- 
mit this information to team members early in the project. In particular the scope of 
work must be closely reviewed. 

The luck-off meeting allows the Leam to set priorities, identify problem areas, 
clarify member responsibilities, and to provide general orientation so the team can 
act as a unit with a common set of goals. At the meeting the project manager should 
present project requirements and the initial work plan, discuss working procedures, 
and establish communication links and working relationships. Every effort should 
be made to eliminate any ambiguities or misunderstandings related to scope, 
budget, and schedule. These three elements of a project cannot be changed without 
approval of both the project manager and the owner's representative. 

Prior to the meeting the project manager should prepare general project informa- 
tion data, including the project name (that will be used for all documents and corre- 
spondence), project location, job account number, and other information needed by 
the project team. Standards, CADD requirements, policies, procedures, and any 
other requirements should also be presented. It is important to provide this infor- 
mation to key people on the project so they know the project is approved for work 
and feel that they are a part of the team. The project manager should visit with key 
team members prior to the meeting to identify and resolve any peculiar problems 
and clarify any uncertainties. 

In general the meeting is short in duration, but it is the first step in understanding 
what needs to be done, who is going to do it, when it is to be done, and what the 
costs will be. This is not a design meeting but an orientation meeting. The project 
manager must keep the meeting moving and not get overly involved in details. Min- 
utes of the meeting must be recorded and distributed to team members. In particu- 
lar, there should be documentation of the information that is distributed, the 
agreements among the team members, and the identification of team concerns or 
questions that require future action by the project manager or team members. 
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TABLE 6-2 
KICK-OFF MEmNG CHECK LIST 

1 .  Review the agenda and purpose of the meeting 

2. Distribute the project title, account number, and general information needed by the 
project team 

3. Introduce team members and identify their areas of expertise and responsibility 

4. Review project goals, needs, requirements, & scope (including guidelines, 
limitations, problems) 

5. Review the project feasibility estimate of the owner & the approved budget for the 
project team 

6. Review the project preliminay schedule & milestones 

7. Review the initial project work plan: 
How to handle design 
How to handle procurement 
How to handle construction 

8. Discuss assignments to team members: 
Ask each member of the team --------------> (who?) 
To review the scope of work required in their area ---> (what?) 
To develop a preliminary schedule for their work - -- -> (when?) 
To develop a preliminary estimate for their work - - --> (how much?) 

9. Ask each team member to prepare design work packages for their responsible work and 
report this information to the project manager within two weeks 

10. Establish the next team meeting, write minutes of kick-off meeting, and distribute to each 
team member and management 

There are three important purposes of the kick-off meeting: to orient team mem- 
bers regarding project objectives and needs, to distribute the project manager's 
overall project plan, and to assign to each team member the responsibility of prepar- 
ing work packages for the work required in his or her area of expertise. Work pack- 
ages should be prepared and returned to the project manager within two weeks of 
the kick-off meeting. To facilitate orderly conduct of the meeting and to ensure that 
important items are covered, the project manager should use a check list for the 
kick-off meeting as illustrated in Table 6-2. 

WORK PACKAGES 

The project manager is responsible for organizing a work plan for the project; how- 
ever he or she cannot finalize the project plan without extensive input from each 
team member. The kick-off meeting should serve as an effective orientation for 
team members to learn the project requirements and restrictions of budget and 
schedule. At that meeting the project manager assigns each team member to 
review the scope of work required of his or her respective expertise, to identify 
any problems, and to develop a budget and schedule required to meet the scope. 
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This can be accomplished by preparing a design work package that describes the 
work to be provided. 

Each team member is responsible for the development of one or more work 
packages for the work he or she is to perform. A work package provides a detailed 
description of the work required to meet project needs and to match the project 
manager's initial work plan. The work packages should be assembled by each 
team member and supplied to the project manager within two weeks of the kick-off 
meeting. 

.4 work package is divided into three categories: scope, budget, and schedule. 
Figure 6-7 illustrates the contents of a work package. The scope describes the re- 
quired work and services to be provided. It should be described in sufficient detail 
so other team members, who are providing related work, can interface their work 
accordingly. This is important because a common problem in project management 
is coordinating related work. There is a risk of the same work being done by two 
persons, or work not being done at all, because two people are each thinking the 
other person is providing the work. Team members must communicate among 
themselves during the process of preparing the work packages for a project. 

A work package is the lowest level in the WBS and establishes the baseline for 
prqject scheduling, tracking, and cost control. The work package is extremely im- 
portant for project management because it relates the work to be performed to time, 
cost, and people. As shown in the budget section of Figure 6-7, a code account num- 
ber relates the work to the CBS. Likewise, the schedule section has a code number 
that relates the work to the OBS. The CBS is used for management of project costs 
and is further discussed in Chapter 9. The OBS code number identifies and links the 
work to the people. Many articles have been published that discuss the relationship 
of the work packages to the WBS, OBS, and CBS. 

The preparation of the budget portion of a work package requires a careful eval- 
uation of all resources needed to produce the work. All work tasks and items must 
be budgeted, including personnel, computer services, reproduction expenses, travel, 
expendable supplies, and incidental costs. 

Team members must consider their overall work load when they prepare the 
schedule portion of a work package. Since team members are generally assigned to 
one or more projects, their other assigned duties and future commitments to other 
projects must be considered when preparing a work package for a new project. The 
failure of team members to carefully integrate the schedule of all projects for which 
they are assigned is a common source of late completion of projects. Too often team 
members overcommit their time without making allowances for potential inter- 
ruptions and unforeseen delays in their work. All tasks should be identified and 
scheduled. 

FOLLOW-UP WORK 

After the exchange of information at the kick-off meeting and a review of the re- 
quired work by each team member, there may be a need to readjust the work break- 
down structure of the initial project plan. A team member may have the capability 
to perfom the work, but may determine that the magnitude of the work is in excess 
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Work Package 

Title: 

W S  Code: 

1. Scope 

Required Scope of Work: 

Services to Be Provided: 

Services not included in this Work Package, but included in another work package: 

Services not included in this Work Package, but will be performed by: 

2. Budget 

Personnel Assigned to Job 

CBS 
Work- Code Computer Services 
Hours $-Cost Acct. Type Hours $-Cost 

Total Work-Hours = - Personnel Costs = $ 

Computer Hours = - Computer Costs = S 

Travel Reproduction Other 
Expenses Expenses Expenses 

Total Budget = $-Labor + $-Computer + $-Other = $ 

3. Schedule 

ORS 
Code Work Task Responsible Person Start Date End Date 

- -- 
- -- 
- -- 

Work Package: Start Dare:- End Date: 

Additional Commentv 

Prepared by: Date: 

Approved by: Date: 

FIGURE 6-7 
Team Member's Design Work Package. 
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of what he or she can schedule because of prior commitment to other projects. Thus, 
a part or all of his or her portion of the project may require assignment to outside 
contract work. Another option would be a restaffing of the project based on the 
ovt:rall available resources of the project manager's organization. These situations 
should be resolved within two weeks of the kick-off meeting. 

An accumulation of the budgets from all the team's work packages provides an 
estimated cost for the total project. If the estimated cost exceeds the approved 
budget, the project manager is made aware of this situation early in the project, 
within two weeks of the luck-off meeting. The team as a whole must then work to- 
gether to determine alternative methods of handling the project to keep the esti- 
mated cost w i t h  the approved budget. If it cannot be resolved within the team, the 
project manager must work with his or her supervisor to determine a workable so- 
lution. If a solution cannot be found, the owner must be advised so an agreeable so- 
lution can he determined for a scope of work that matches !he approved budget. It 
is important to resolve issues of this nature at the begiming of the project, when 
choices of alternatives can be made, rather than later when it is too late. 

After receipt of all work packages, the project manager must integrate the sched- 
ules of all team members to develop a schedule for the entire project. If the project 
schedule exceeds the required completion date, the team as a whole must work to- 
gether to determine alternative methods of scheduling the work. If the discrepancy 
between the planned schedule and required schedule cannot be resolved within the 
team, the project manager must then resolve the issue with his or her supervisor. If 
the required schedule cannot be achieved, then the owner must he advised so that 
acceptable agreements can be reached. 

Issues related to project scope, budget, and schedule must be resolved early. Ef- 
fective communication and cooperation among team members is necessary. The re- 
sults of the team assignments and definitions of work packages allow the project 
manager to finalize the work breakdown structure that forms the foundation of the 
project work plan. After receipt of all information, the project manager can finalize 
the overall plan to manage the project. 

PROJECT WORK PLAN 

The project manager must develop a written work plan for each project that identi- 
fies the work that needs to be done, who is going to do it, when it is to be done, and 
what the costs will be. The level of detail should be sufficient to allow all project 
participants to understand what is expected of them in each phase and time period 
of the project; otherwise there is no basis for control. It is important that a partici- 
patory approach be used and that team members understand project requirements, 
jointly resolve conflicts, and eliminate overlaps or gaps in related work. There must 
be agreements on priorities, schedule, and budget. 

tJpon receipt of all the team members' work packages the project manager can 
assemble the final project work plan. Table 6-3 provides the basic components of a 
work plan: the directory, tasks, schedule, and budget. The project directory contains 
all pertinent information, such as project title, number, objectives, and scope. The 
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TABLE 6-3 
COMPONENTS OF A PROJECT WORK PLAN 

Directory 
Project title and number 
Project objectives and scope 
Project organizational chart 

Tasks 
Detailed listing of tasks 
Grouping of tasks 
Work packages 

Schedule 
Sequencing and interdependencies of tasks 
Anticipated duration of each task 
Calendar start and finish dates of tasks 

Budget 
Labor-hours and cost of staff for each task 
Other expenses anticipated for each task 
Billing approach and anticipated revenue by month 

Measurement 
Accomplishment of tasks 
Completion of work packages 
Number of drawings produced 

project organization chart shows all participants, including the owner's representa- 
tive. The detailed list of tasks, and grouping of tasks, is derived from the work 
breakdown structure. The sequencing and scheduling of tasks can be obtained by in- 
tegrating the schedules of work packages provided by team members. Likewise, the 
budget can be obtained from a summary of the costs from all work packages. 

Once the work plan is finalized it serves as a document to coordinate all work 
and as a guide to manage the overall effort of the project. It becomes the base for 
control of all work. Appendix A illustrates the components of a work plan for a 
project: work breakdown structure, project organizational chart, sample work pack- 
age, and project schedule. Note the transfer of information from one component to 
another to form the integrated work ~ l a n .  

The first step in organizing a project is development of a WBS. The WBS defines 
the work to be accom~lished. but does not define who is responsible for performing - 
the work. A successful project depends on people to make things happen. However, 
merely selecting good people is not enough. A key function in project management 
is to organize the project around the work to be accomplished and then select the 
right people to perform the work within the approved budget and schedule. 

After the WBS is complete, the next step is to link the OBS from the company to 
the required work that is defined in the WBS. Figure 6-8 illustrates the linking of the 
WBS and OBS to identify the various disciplines that are responsible for each part 
of the WBS. The project manager, with the assistance of discipline managers, can 
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FIGURE 6-8 
Linking the WBS and OBS. 

then begin the process of selecting individuals from the various discipline depart- 
ments who will form the project team. 

The linking of the WBS and OBS establishes the project framework for manage- 
ment of the project. After the project framework is defined, a project schedule can 
be developed to guide the timing of activities and interface-related work. The time 
and cost required to accomplish each activity can be obtained from the work pack- 
ages. The CPM technique is the most common network scheduling system that is 
used in the engineering and construction industry. Techniques for project schedul- 
ing are discussed in Chapter 8. 

After completion of the project framework, a coding system, often referred to as 
a Cost Breakdown System, can be developed to idenhfy each component of the WBS. 
The coding system provides a common code of accounts used by all participants in 
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Phases of Development of Work Plan. 
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the project because it is directly related to the WBS, that is, the work to be per- 
formed. Coding systems are discussed in Chapters 8 and 9. 

The integration of the WBS, OBS, and CPM forms the project plan, which is the 
base for project tracking and control. A code of accounts can be developed that re- 
lates the required work (defined in the WBS) to the people (shown on the OBS) who 
will do the work in accordance with the schedule (shown on the CPM) to complete 
the project. Thus, the WBS, OBS, and CPM must be linked together to form an all- 
encompassing project plan. 

To be effective, a system of project management must integrate all aspects of the 
project; the work to be done, who is going to do it, when it is to be done, and what 
the cost will be. Actual work can then be compared to planned work, in order to 
evaluate the progress of a project and to develop trends to forecast at completion 
costs and schedules. 

The development phases of the project work plan are illustrated in Figure 6-9. 
Topics related to project definition were discussed in Chapters 3 and 5. Project 
framework is presented in this chapter. Project scheduling and tracking is presented 
in Chapters 8 and 9, respectively. 

QUESTIONS FOR CHAPTER &DEVELOPMENT OF 
WORK PLAN 

1 As discussed in this chapter, the work environment of a project manager can have a sig- 
nificant impact on his or her ability to manage projects. Describe factors that may help or 
hinder the work of a project manager in each of the following organizational stmctures: 
functional organization, discipline organization, and matrix organization. 

2 You are the project manager of a project that has the following facilities: security enmce,  
driveways, parking, landscape, small ofice building, fabrication building, communication 
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building, and a recreational building. Develop a preliminary work breakdown structure for 
the project. Identify the engineering disciplines required for the design of the project. 

3 Describe the purpose of a kick-off meeting for a project. What are typical items that are 
presented and discussed during the meeting, including specific assignments that a project 
manager should ask of team members? 

4 Briefly describe the contents of a design work package, who assigns it, when it is as- 
signed, who completes it, and when it should be completed. 

5 As the project manager for a project, discuss options that might be considered for one of 
your team members who is having difficulty completing a design work package. Discuss 
options for each of the following situations: difficulty in defining the scope of work, dif- 
ficulty in finding experienced personnel that can be assigned to tasks in the work package, 
and difficulty in estimating the time that it may take to complete the work. 

6 You are the project manager for a project and have just compiled all the design work pack- 
ages and found that the costs exceed the approved budget. Describe the options that you 
would consider to manage the discrepancy. 

7 The basic contents of a project work plan are shown in Table 6-3. Identify the contents 
that relate to the fundamental questions of Who? Does what? When? and How much? 

8 For the basic components of a project work plan shown in Table 6-3, idenlify the compo- 
nents that relate to the organization structure, work breakdown structure, cost breakdown 
structure, and the Critical Path Method for project scheduling. 

9 The development of a work plan for a project follows four phases: project definition, 
framework, schedule, and tracking. Identify and briefly describe the parts that make up 
each of these four phases. 
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DESIGN PROPOSALS 

EVOLUTION OF PROJECTS 

This chapter is written from the perspective of the project manager who is respon- 
sible for managing the design effort. Therefore, the use of project manager in this 
chapter refers to the design project manager. The material presented and discussed 
in this chapter on engineering design is an illustrative example of applying the prin- 
ciples and techniques of project management presented in Chapter 6. For example, 
scope refers to the scope of work required for the design effort, budget refers to the 
cost for providing design services, and schedule refers to the schedule for perform- 
ing the design work. 

A project is in a continual state of change as it develops from conception to com- 
pletion. Because there are perpetual changes in a project, the design project man- 
ager should be involved at the beginning of the project and remain with the project 
until final completion. Continuity of the design project manager is crucial to a suc- 
cessful project. In all instances, the project manager is the prime contact with the 
sponsor of the project. Changes in a project are a major issue for the design team. 
Changes occur as a project progresses through the following phases: 

Sponsor's development phase 
Project organization phase 
Engineering phase 
Procurement phase 
Construction phase 
System testing and start-up phase . Project completion and contract close-out phase 
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The sponsor's development phase usually ends in a request for proposal (RFP) to 
further develop the project. At this time in the development of a project there must 
be a clear understanding of the proposal request and the sponsor's goals. Various 
names are given to the sponsor, including owner, business unit, operating group, 
client, customer, and end user. Essentially, the sponsor is the organization that re- 
quests the work and will use the work when it is completed. It is important for the 
design team to have a clear understanding of the desired outcome of the project and 
the reasons the project is being undertaken by the sponsor. 

PROJECT EXECUTION PLAN 

The first step in developing a design proposal is development of the project execu- 
tion plan to manage the design process. The plan must include the scope of work 
covered in the RFP and interfaces with others who will be involved in the project, 
including both in-house and contract personnel. Too often, RFPs have vaguely de- 
fined scopes of work that will later cause unforeseen additional work, which ad- 
versely impacts the budget and schedule. 

The plan must also include a milestone schedule that shows major phases and 
areas of work, including critical due dates. An overall preliminary budget must be 
developed to guide the project to ensure there are no unexpected surprises as the 
project develops. 

PROJECT DEFINITION 

Although project definition is primarily the responsibility of the sponsor's organi- 
zation, often the design organization is involved in assisting project definition. Early 
questions of the design team include: What do we know about the project? What are 
we trying to do? What work do we need to do? The answers to these questions 
depend on a good definition of the project. It is not possible to define the scope of 
design work without a good definition of the project. Project definition is a prereq- 
uisite to engineering design. 

Poor project scope definition is the source of project changes, rework, schedule 
delays, and cost overruns. The preproject planning research team of the Construc- 
tion Industry Institute developed the Project Definition Rating Index (PDRI) as a 
tool to measure the level of definition of a project (see Figure 7-1). It allows a proj- 
ect team to quantify, rate, and assess the level of scope development on projects 
prior to authorization for detailed design or construction. The central premise of the 
research team effort was that teams must be working on the right project in a col- 
laborative manner (alignment) and performing the right work (scope definition) 
during preproject planning. 

The PDRI consists of 70 elements, grouped into 15 categories, which are further 
grouped into 3 broad sections (see Figure 7-1). To determine the PDRI, each of the 
elements are rated on a scale from 1 through 5. An element rating of 1 represents 
complete definition whereas a rating of 5 represents incomplete or poor definition 
of the element. The sum of the element weights is the composite weighted score of 
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E. Value Engineering 
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H2. Equipment Location Drawing 
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I. Civil, Structural, &Architectural 
11. CivilIStructural Requirements 
12. Architectural Requirements 

J. Infrastructure 
J1. Water Treatment Requirements 
J2. Loading/Unloading/Storage 

Facilities Requirements 
J3. Transportation Requirements 

K. Instrument & Electrical 
K1. Control Philosophy 
K2. Logic Diagrams 
K3. Electrical Area Classifications 
K4. Substation Requirements1 

Power Sources Identified 
K5. Electric Single Line Diagrams 
K6. Instrument & Electrical 

Specifications 

Ill Execution Approach 
L. Procurement Strategy 

L1. Procurement Strategy Equipment 
& Materials 

L2. Procurement Procedures & Plans 
L3. Procurement Responsibility 

Matrix 
M. Deliverables 

M I .  CADD/Model Requirements 
M2. Deliverable Defined 
M3. Distribution Matrix 

N. Project Control 
N1. Project Control Requirements 
N2. Project Accounting Requirements 
N3. Risk Analysis 

P Project Execution Plan 
PI. OwnerlApproval Requirements 
P2. Engr./Const. Plan &Approach 
P3. Shut Downnurn-Around 

Requirements 
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Sequence Requirements 
P5. Startup Requirements 
P6. Training Requirements 

FIGURE 7-1 
Project Definition Rating Index (PDRI)--Sections, Categories, and Elements. 
Source: Construction Industry Institute. 

120 



CHAPTER 7: DESIGN PROPOSALS 121 

a project, which can range up to 1,000 points, with lower points as a better score and 
higher points as a worse score. Based on an analysis of 40 projects, the research 
team found that projects scoring less than 200, out of 1,000 total points, were sig- 
nificantly more successful than those that scored greater than 200. 

PROBLEMS IN DEVELOPING PROJECT DEFINITION 

Too often, insufficient time is devoted to defining the requirements of projects. Proj- 
ect definition is usually performed by people outside engineering and construction. 
These individuals generally have job responsibilities involving finances or manag- 
ing a business unit in the sponsor's organization. Their job responsibilities and ex- 
pertise are often not related to defining requirements of a project in tenns that can 
be converted to engineering design and construction. 

Sometimes the only fixed known information about the project is the amount of 
money the owner has to spend, with only a vague idea of what the owner would like 
from the expenditure of money. The owner may have a wish list of what he or she 
would like, but the only firm information is the total amount of available funds. For 
this type of situation, the designer must work closely with the owner to identify the 
desired operational criteria of the project: what the owner wants to do with the proj- 
ect when it is completed. The designer must assist the owner in separating what he 
or she needs from what he or she wants. The designer must convert the owner's 
needs into engineering scope of work and the construction costs to produce the fi- 
nal project. A cost for each element in the project must be determined to ensure the 
project will not exceed the owner's available funds. 

High turnover of people is another problem in defining objectives. Many owner 
organizations frequently promote and reassign personnel. Turnover of people can 
lead to changing priorities. By the time a project reaches the approval stage, the 
people who established the initial project definition may no longer be involved. 
Members of the current operating group that will use the project when it is com- 
pleted should be involved in confirming that the established project definition will 
meet their goals and objectives. The goals and objectives must be adequately quan- 
tified and documented. This requires coordination between the sponsor's organiza- 
tion and the project team. 

A well-defined definition of the project is a prerequisite to planning the work, be- 
cause the team members must know what the project is before they can plan it. Too 
often there is a rush into the implementation phase even before there is a good 
understanding and agreement of project definition. Getting an early team agreement 
on definition prevents the project scope from creeping out of control. 

DESIGN PROPOSALS 

Upon receipt of a request for proposal (RFP) the design project manager should 
carefully review it to become familiar with the global issues related to environmen- 
tal and community relations, hazardous waste, bidding strategy, required pennits 
and regulations, expectations, and goals of the customer. Although these issues will 
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be developed in more detail at a later date, the project manager must be aware of all 
aspects of the project. 

The purpose of the proposal is to identify the scope and develop the budget and 
schedule for preparing the design. The project proposal may be as formal as a re- 
quest for qualification for a new sponsor or as informal as a brief outline of scope 
for expansion of existing work. 

During this early stage in project development, the design engineer must convert 
the sponsor's project definition into an engineering scope of work. However, the de- 
sign engineer may feel the sponsor's definition is inadequate or may feel there is 
missing information. The sponsor should be contacted for clarifications. However, 
sometimes the sponsor is unable to fully clarify or respond to rectify the discrepan- 
cies. For these situations, the design engineer must define the scope of engineering 
work to the best of his or her ability and then develop a budget and schedule based 
on the designer's assumed scope of work. It is then mandatory to document and 
communicate to the sponsor the assumptions made and the impact of the work on 
the total project. This essentially locks in the scope of work at this time in the proj- 
ect. Then, at a later date when additional information is known, the assumed scope, 
budget, and schedule for that portion of the work can be adjusted appropriately. 

Figure 7-2 is an illustrative example of a project proposal form. Project data 
should include a brief description of the work. If needed, the space under "Com- 
ments" may be used to relay information important to the proposal. All disciplines 
that will be involved in the project should be identified, including architectural, 
civil, electrical, mechanical, and structural, or other special expertise. If the budget 
or estimated fee for design is not known, then the magnitude of the project or esti- 
mated construction cost should be listed. After the top portion of the form is com- 
pleted, it is submitted to management for review and approval. Analysis of the 
completed project proposal form will allow management to make decisions based 
on fundamental project information. 

The design project manager is responsible for managing the overall coordination 
of the proposal effort. Specific duties include 

Defining the scope of work for the project 
Establishing a work plan, including budget and schedule, for the proposal 
effort 
Monitoring the work plan to ensure effective communication among team 
members 
Communicating with discipline managers to identify key personnel 
Assist in preparation of the proposal documents 
Attend the sponsor's interview 
Participate in establishing a rate schedule 
Assimilating the list of project deliverables 

The discipline managers are responsible for providing technical support for the 
proposal. This support may include assigning personnel, establishing preliminary 
designs, reviewing sponsor information, and performing quality-control review of 
proposal documents. The discipline managers are also responsible for establishing 



PROJECT PROPOSAL FORM 

0 Continuation of Existing Work New Work 

PROJECT DATA 
Client Name: 
Description of Work 
Location of Work: 

Prepared By: Date: 

DISCIPLINES INVOLVED: 

Arch $ 0 Mechanical $ 

civil $ 0 Structural $ 

0 Electrical $ 0 Other: 

ESTIMATE 

Fee: $ Work-Hours: 

Start Date: Completion Date: 

Proposal Required: NO 0 Yes, Due Date: 

Comments 

APPROVAL: 

No Further Action Required Further Discussion Required 0 Proceed 

Date: 

DISTRIBUTION 
President 
Principal-in-Charge 
Project Manager - 
Marketer - - 
Document Control - - 

FIGURE 7-2 
Project Proposal Form for Design. 
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the total work-hours needed for the project, to ensure that adequate technical ex- 
pertise will be available when necessary to meet the project schedule. 

Figure 7-3 illustrates a project proposal check list. The project data can be the 
same as listed on the project proposal form. Prior to the sponsor's interview, the 
project manager should compile a list of proposed attendees, an agenda, and a list 
of materials that will be used for the presentation: boards, photographs, slides, or 
electronic media presentations, such as Power-point. 

As a minimum, the general scope of work for the project is included in the space 
provided. Additional information, such as drawing lists, equipment lists, specifica- 
tion lists, or special sponsor requirements, can be attached to the form. The com- 
pleted form, plus attachments, is submitted to management prior to preparation of 
the proposal. 

ENGINEERING ORGANIZATION 

Members of the design team should be involved in the project at the earliest possi- 
ble date, preferably during the proposal preparation phase. The design engineers 
that will actually be doing the work can be extremely valuable for defining scope, 
identifying potential problems, and preparing realistic budgets and schedules for 
performing the work. Too often the designers are not apart of the proposal prepara- 
tion or do not become involved until the proposal is presented to and approved by 
the owner. By then, the scope, budget, and schedule may be fixed, but it may not 
represent the actual work that is necessary to complete the project the way the 
owner expects. Getting input and early involvement of the design team is crucial to 
a successful project. 

To effectively manage the design effort, an organizational chart should be devel- 
oped for each project. The organizational chart is effective for defining the roles and 
responsibilities of the engineering manager and his or her team members during de- 
sign. There must be a clear understanding of the reporting relationships of all mem- 
bers of the engineering team. If external consultants are involved, there must be a 
clear description of their reporting relationships as well as their roles and responsi- 
bilities. There must be a list of key members of the engineering team, including con- 
sultants where applicable, along with their telephone numbers, fax numbers, and 
e-mail addresses. 

Figure 7-4 is an example of a list of technical expertise that may be needed for 
engineering design. For the list of particular technical expertise that is unique for 
each project, the project manager should develop an organizational chart that shows 
the interrelationships, roles, and responsibilities of each member on the project 
team. 

SCOPE BASELINE FOR BUDGET 

Project proposal detail sheets as illustrated in Figure 7-5 help formulate a budget for 
estimated design services. These forms also assist in developing the final work 
breakdown structure (WBS) and organizational breakdown structure (OBS) for the 



PROJECT PROPOSAL CHECK LIST 

Project Manager: Marketer: 

PROJECT DATA 

Client Name: 
Description of Work: 
Location of Work: 

Estimated Cost to Prepare Proposal: 6 

Estimated Work-Hours 

PROPOSAL SUPPORT DOCUMENTATION 

0 Organization Chart List of Special Graphics 

0 Rate Schedule n List of Travel Expenses 

List of Projects to Include fl F'roposal Sheets 

List of Employee Resumes 0 Other: 

CLIENT INTERVIEW 

Date of Interview: Rehearsal Date: 

0 List of Attendees 0 Agenda 

n Presentation Materials List 0 Other: 

GENERAL SCOPE OF WORK 

- 
- - 
- - 
- - 

[7 Drawing List 17 Specifications List 

n Special Requirements List n Other: 

APPROVAL: 

Date: Date: 
President Principal-in-Charge 

FIGURE 7-3 
Proposal Check List for Design. 
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Project Manager 
A. Project Engineer 
6. Schedule and Control Engineer 
C. Drafting Coordinator 
D. Disciplines: 

1. Architecture 
a. Lead Architect 
b. Architects 
c. Draftsmen/CADD 

2. Civil 
a. Lead Civil Engineer 
b. Civil Engineers 
c. Civil Technicians 
d. Draftsrnen/CADD 

3. Electrical 
a. Lead Electrical Engineer 
b. Electrical Engineers 
c. Electrical Technicians 
d. Draflsmen/CADD 

4. Mechanical 
a. Lead Mechanical Engineer 
b. Mechanical Engineers 
c. Mechanical Technicians 
d. Draflsmen/CADD 

5. Structural 
a. Lead Structural Engineer 
b. Structural Engineers 
c. Structural Technicians 
d. DraftsmenICADD 

E. Clerical Personnel 
F. Document Control Personnel 
G. Reproduction Personnel 
H. Contract Administration 

FIGURE 7-4 
Illustrative Example of Expertise Required 
for Design. 

project. Thus, the project proposal detail sheet forms the basis for setting up and 
managing the project. 

The design project manager initiates one of these forms for each design disci- 
pline involved in the project. The scope definition and estimated budgets should be 
as complete and accurate as possible. It is the responsibility of each design disci- 
pline to thoroughly examine the project definition from the sponsoring organization 
and convert project definition into engineering scope definition. A scope of work for 
the discipline must be defined in sufficient detail to enable a reasonable estimate of 
the work-hours required to complete the design work. 

After the project data shown on the top of Figure 7-5 is completed, each form 
and any supporting documentation should be reviewed with the appropriate disci- 
pline manager and the lead discipline representative. These two individuals should 
estimate the required design work-hours for each personnel category required to 



PROJECT PROPOSAL DETAIL SHEET 

Discipline: 

I PROJECT DATA 

Project Manager: Marketer: 
Proposal Number: 
Client Name: 
Description of Work: 
Location of Work: 
Estimated Department Budget: Work-Hours: 

SCOPE DEFINITION 

CLIENT REFERENCES AND ATTACHMENTS 

- 
- 

PERSONNEL CATEGORIES REQULRED WITH WORK-HOURS 

Do not include Clerical, Reproduction, or Other Disciplines. Return to PM by: 

OUTSIDE COORDINATION / OTHER REQUIREMENTS 

0 Specification List 

Drawing List Total Number of Drawings: 

Other: 

Prepared by: Date: 

FIGURE 7-5 
Detail Sheet for Design Pmposal. 



128 PROJECT MANAGEMENT FOR ENGINEERING AND CONSTRUCTION 

complete the scope of work requested. This estimate will require preparation of a 
detailed scope outline, a List of required specifications, and a preliminary drawing 
list. Preparation of mini-drawings as discussed later in this chapter is an effective 
method of preparing the drawing list. The number of drawings to be produced pro- 
vides a basis for the number of required design work-hours. 

The discipline manager should complete the project proposal detail sheet by 
summarizing the estimated design work-hours on the sheet. The personnel cate- 
gories with design work-hours should be completed by the design manager. It is a 
summary of the hours required for each classification of work, including adrninis- 
tration, specifications, engineering, and drawings. Depending on the uniqueness of 
the project it may be necessary to add to or delete some of the classifications shown 
in Figure 7-5. The completed form, plus all supporting documentation, is returned 
to the project manager. An example of this completed form is given in Figure 5-3. 

After the design project manager has collected and reviewed the project pro- 
posal detail sheets from the design disciplines, the project budget form shown in 
Figure 7-6 can be completed. This form compiles all the information received from 
the discipline managers plus information supplied by the design project manager. 
The resource-hours for clerical, reproduction, project support, and project manage- 
ment are added to complete the design budget: A; example of this completed form 
is given in Figure 5-2. 

A dollar budget can be computed using one of several methods. For smaller proj- 
ects, or projects without well-defined scopes, an average unit cost per resource-hour 
can be applied to all the identified hours. For larger projects, or projects with well- 
defined scopes, a more detailed dollar budget can be obtained by breaking down the 
hours by each personnel classification so the hourly rate can be applied more accu- 
rately and c ~ & ~ e t i t i v e l ~ ,  rather than using an average hourly rate. The total budget 
for resource-hours (labor costs and expenses) forms the basis for establishing the 
accounting system for the project during design. 

During the budgeting process, checks should be made to reduce the possibility of 
major oversights in the budget and to ensure the design effort can be completed 
within the budget. Examples of checks may include number of expected drawings 
per building, anticipated number of design work-hours per drawing, expected time 
duration anticipated by design discipline, percent of design costs per total cost of 
project, and number of design hours per major piece of equipment. Simple checks 
of these ratios based upon data from past projects can be made to prevent significant 
errors in the design budget. 

The design project manager must also communicate with the design managers of 
the various disciplines to ensure that the resources shown in the budget will be 
available when needed. A simple check of the average number of resources needed 
over the expected time duration of the design effort is an indication of the future 
work load expected of the design team. The discipline managers can compare this 
demand for resources with their normal availability of designers. Too often, a 
budget is established for a design effort and then later it is found the project cannot 
be completed in time or within budget because the resources are not available. Sim- 
ple checks can reduce these types of problems in engineering design. 



DATE: I I 
PROJECT PROPOSAL BUDGET FORM 

1 Project Name: 

RESOURCE HOURS 

I EXPENSESSUBTOTAL 

FIGURE 7-6 
Budget Form for Design Proposal. 



MINI-DRAWINGS 

For design proposals, mini-drawings are an effective and organized method of 
defining the design deliverables: the design drawings and specifications. Mini- 
drawings, sometimes called cartoons or stick drawings, are sketches that are hand 
drawn on 8% X 11 paper to represent the full-size drawings that will be developed 
in the design effort. Since they are hand drawn, they can be prepared quickly. 

A complete set of mini-drawings for the project includes title page, plan views, 
elevations, sections, schedules, and details in the order they will appear in the final 
drawings. Figure 7-7 is an illustrative example of one page from a set of mini- 
drawings. It shows five plan views for each floor in a building in the top portion of 
the page and provisions for text on the bottom portion of the sheet. In the full set of 
mini-drawings, there would be one page for each full-size drawing that is expected 
to be produced in the design effort. Development of the mini-drawings involves 
working through each drawing and blocking out to scale each anticipated sheet for 
size and location. 

Design schedules, such as the room finish schedule, are also identified and as- 
signed to locations on the drawings. Details can be determined, counted, and as- 
signed locations within the typical detail sheet grid. Copies of the mini-drawings 
can be given, with instructions, to the draftsperson or CADD operator. As con- 
ditions change during design, the mini-drawings can easily be referred to, 
changed, and reorganized. This provides an effective means of managing the design 
effort. 

The final set of mini-drawings can be submitted to the discipline managers for 
review and approval prior to starting design. The mini-drawings communicate the 
manner in which the design team intends to document the design and produce the 
design deliverables. Therefore, it is important that the mini-drawings be complete 
because they become a communications tool to management and the design team, 
for their reference throughout the design process. 

Mini-drawings are living documents that may shift and change during the design 
process as changes occur. These documents must be kept up to date. Mini-drawings 
provide early establishment of drawing content and assist in defining drawing com- 
pleteness. In addition, they provide the following benefits: 

Establish an efficient and orderly layout of the drawings 
Determine an early count of the anticipated number of drawings 
Identify the required areas of technical expertise needed for the design effort 
Assist in determining the work-hours required in design 
Provide a system for delegating drafting or CADD assignments 
Enable the department and discipline managers to schedule personnel 

After a set of mini-drawings are completed, the number of anticipated drawings 
are known, which provides a procedure for determining the cost for design. After 
the list of drawings is completed, a summary sheet can be prepared for each design 
discipline that shows the number of hours anticipated to produce the drawing. 
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Based on the number of design-hours needed per drawing and the rate schedule for 
the designers, a design cost and budget can be determined. In addition to planning 
drawing content the mini-drawings can be used during actual design for project 
team communications and for keeping records of hours charged to the job. 

DEVELOPMENT OF THE DESIGN WORK PLAN 

Most design organizations work on billable hours. In simple terms, billable hours 
are hours that can be charged to, and are paid by, the sponsor's organization. Typi- 
cal examples include design calculations, writing specifications, preparing draw- 
ings, conducting tests, or providing inspection. Many sponsoring organizations do 
not compensate the designer's organization for developing a design work plan. As a 
result, there may be little or no effort placed in developing an overall plan for de- 
sign. However, this is a critical mistake because even a small amount of planning 
before starting work can prevent many future problems, including overspending on 
the design effort and late completion of design work. A good work plan for design 
helps also to reduce rework that can lead to errors in design. Every design effort 
should have a written work plan, even if the cost will not be reimbursed by the 
sponsoring organization. 

The level of detail of the work plan depends on the time schedule and the allo- 
cated budget for preparing the design and contract documents. Preparation of the 
schedule should begin during proposal preparation or immediately after the contract 
award date. A CPM schedule as presented and discussed in Chapter 8 is recom- 
mended for larger or more complex projects because this format provides a better 
level of detail and a clearer definition of the order and interdependency of the work 
tasks. Using the CPM method of scheduling forces the user to think through and 
clearly define the interdependency and interrelationships of activities between the 
various design disciplines. This results in a more detailed design schedule. 

For a small design project that must be completed in a short time a bar chart that 
shows each task in chronologic order is simple and easy to follow. The bar chart is 
less detailed and more useful for small, less complicated design projects. However, 
it may be advantageous to roll all the individual design bar charts into an overall 
master CPM diagram to schedule the entire design effort. 

Chapter 8 presents a discussion and example of CPM scheduling for engineering 
design, and Chapter 9 presents integration of the CPM design schedule with pro- 
curement and construction. Appendix A also presents an illustrative example of 
linking the schedule of design, procurement, and construction of a project. 

Regardless of the methods used, either CPM or bar charts, the schedule should 
incorporate all the required tasks, starting with a thorough review of all backup ma- 
terial that was used in preparing the proposal. In particular, the schedule should in- 
clude review of backup material to identify conditions that can affect the design 
work, including the sponsoring organization's special requirements, applicable 
codes, and regulatory agencies. The schedule should also show key progress 
reviews, final checking and corrections, work to be performed by outside consul- 
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tants, and any particular issue that may impact the successful completion of the de- 
sign. The design schedule should be construction driven, because construction is the 
most costly component of most projects. 

A common mistake in development of design schedules is the failure to include 
adequate contingency in the project schedule. Too often the design work plan in- 
cludes everything that is known to be accomplished but fails to include a reasonable 
allowance to compensate for unforeseen delays that inevitably will arise during the 
design effort. Examples include delays in acquisition of permits, responses from 
regulatory agencies, reviews of design by clients, delays in responses from vendors, 
and requests for information (RH) from outside organizations that supply informa- 
tion to the design team. 

The design budget should be integrated with the design schedule. For design 
work it is more beneficial to define the budget in work-hours rather than in dollars 
of cost, because design is driven by hours. Integrating the total staff hours into the 
schedule provides a systematic method of managing the budget and schedule 
simultaneously. 

After the work plan is established, a progress schedule can be developed using 
information in the work plan, including the mini-drawings that forecast the full- 
scale drawings. Each group of drawings should be allocated hours for completion 
determined by complexity, reusability from production design, and work-hour data 
based on past experience on similar projects. The progress schedule should be re- 
viewed and updated on a regular reporting period, usually coinciding with the sub- 
mittal of time cards. A review of actual progress, based on an analysis of the degree 
of completeness of each drawing or group of drawings or tasks, relative to the allo- 
cated hours versus estimated hours to complete, provides a projected outcome at the 
current level of effort. Regular reviews provide a consistent reporting of overall 
progress. This allows adjustments that may be necessary on a timely basis to ensure 
completion within the established time schedule and allocated budget. 

After the work plan is established and mini-drawings are completed. the ~ro iec t  . L "  

manager must establish ground rules for the &sign team and outside consulting spe- 
cialists. Standards for drawings and CADD work must be established. documented. 
and reviewed with the entire team. The American Institute of Architects (AIA) has 
layering standards that are commonly used for projects in the building sector. Spon- 
sors or clients in the process industry sector have drawing standards that are re- 
quired of engineering firms that perform design work on their projects. Many 
specify the particular CADD system that must be used for the design of their proj- 
ects. The management system for handling the project should be reviewed with the 
team to ensure everyone knows what is expected of him or her. In particular, a sys- 
tem of checking design calculations and a procedure for checking drawings is nec- 
essary to ensure minimum errors and constructability. 

The design budget is based on the contract for design services and related lo the 
work plan for producing the contract documents. Careful monitoring of actual costs 
compared to the approved budget is necessary to ensure profitable completion of the 
construction documents. 



1 34 PROJECT MANAGEMENT FOR ENGINEERING AND CONSTRUCTION 

ENGINEERING PROJECT CONTROLS 

For any design effort there must be a process to control changes in scope. The scope 
change process should ensure that when scope changes occur, the impact of the 
change on project cost and schedule is fully understood by all members of the proj- 
ect team, in particular the sponsor's organization. The adverse impact of late 
changes in scope must be communicated to the sponsor. 

A system must be established for progress measurement and schedule control. 
The system should include the WBS for engineering, including the roles and re- 
sponsibilities of the engineering manager and the engineering team with respect to 
progress measurement and schedule control. The roles and responsibilities of out- 
side consultants should also be included in the system. 

A system must also be established for cost control. The system should describe 
the roles and responsibilities of the engineering manager and team members, in- 
cluding outside consultants. The system should include the CBS for engineering. 
The cost contingency for engineering and how it will be managed is a critical factor 
in cost control of the design effort. A system for cost control must define the process 
that will be used for obtaining approval for changes in the engineering budget. The 
cost control system must also include procedures for measuring productivity and 
reporting cost performance. 

PROGRESS MEASUREMENT OF ENGINEERING DESIGN 

The purpose of the project plan is to successfully control the project to ensure com- 
pletion within budget and schedule constraints. Measuring the progress of a project 
supports management in establishing a realistic plan for execution of a project and 
provides the project manager and client with a consistent analysis of project per- 
formance. Progress measurement also provides an early warning system to identify 
deviations from the project plan and scope growth. To control engineering work, a 
drawing list, specification list, equipment list, and instrument list are used to deter- 
mine the project status and continued planning. 

After completion of the project proposal, the project manager should establish a 
system of measuring the progress of engineering design. The deliverables of design 
include performing calculations, producing drawings, and writing specifications 
for the project. These deliverables are defined in the scope of work, organized in 
the work breakdown structure, and used in determining the budget for design. 
Table 7-1 is an illustrative example of a progress measurement system for engi- 
neering design. The system is broken down into work packages by disciplines of 
engineering, including architectural, civil, structural, electrical, instrumentation, and 
mechanical engineering. The system includes the hours required to produce draw- 
ings as well as a breakdown of the percent of time for producing design calculations 
and drawings for each discipline. The information in this table forms the basis for 
measuring cost and schedule performance, which are discussed in Chapter 9. 

Measuring progress of design is difficult because design is a creative process. 
Sometimes considerable time may be expended in the design effort without seeing 
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TABLE 7-1 
EXAMPLE PROGRESS MEASUREMENT SYSTEM FOR ENGINEERING DESIGN 
WORK PACKAGES 

A: Work Breakdown of Architectural Design Work Packages 

Architectural design = 300 design-hours and 180 CADD hours 
Drawings: 83 hours per drawing 

Design = 40% of design effort 
Design parameters identified 25% 
Layout and methods established 20% 
Ready to start related drawings 35% 
Final drawings issued 20% 

Total = 100% 

Drafting = 60% of design effort 
Borders & basic layout established 15% 
Review of completed information 1 OYo 
Related design work at 80% complete 25% 
Quality-control review #1 3% 
Drawing complete 39% 
Quality-control review #2 3% 
Record drawings 54/0 

Total = 100% 

Specifications: 8 total. 2 hours wer swecification 

B: Work Breakdown of Civil Engineering Design Work Packages 

Civil engineering design = 171 design-hours and 100 CADD hours 
Drawings: 135 hours per drawing 

Site grading and drainage = 91 design-hours and 60 CADD hours 
Site-work details = 80 design-hours and 40 CADD hours 

Drafting 
Field sutvey 
Site base drawing 
Quality-control review #1 
Contract engineering 
Complete site drawing and details 
Quality-control review #2 
Record drawings 

8% 
35% 
3% 
26% 
20% 
3% 

Total = 100% 

Specifications: 7 total, 1 hour per specification 

C: Progress Measurement of Structural Engineering Design Work Packages 

Structural engineering = 480 design-hours and 240 CADD hours 
Drawings: 80 hours per drawing 

Engineering design = 40% of design effort 
Design parameters identified 25% 
Layout and methods established 20% 
Ready to start related drawings 35% 
Final drawings issued 20% 
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TABLE 7-1 
EXAMPLE PROGRESS MEASUREMENT SYSTEM FOR ENGINEERING DESIGN 
WORK PACKAGES--continued 

C: Progress Measurement of S t ~ c t u r a l  Engineering Design Work Packages-ontinued 

Drafting = 60% of design effort 
Borders and basic layout established 15% 
Review of existing information 10% 
Related design work at 80% complete 25% 
Quality-control review #I 3% 
Drawings complete 39% 
Quality-control review #2 3% 
Record drawings 5% 

Specifications: 4 total, 1 hour per specification 

D: Work Breakdown of Electrical Engineering Design Work Packages 

Electrical engineering design = 72 design-hours and 42 CADD hours 
Drawings: 18 hours per drawing 

Engineering design = 40% of design effort 
Design parameters identified 25% 
Layout and methods established 20% 
Ready to start related drawings 35% 
Final drawings issued 20% 

Total = 100% 

Drafting = 60% of design effort 
Borders and basic layout established 15% 
Review of complete information 10% 
Related design work at 80% complete 25% 
Quality-control review #1 3% 
Drawing complete 39% 
Quality-control review #2 3% 
Record drawings 546 

Total = 100% 

Specifications: 4 total, 1 hour per specification 

E: Progress Measurement of lnstmmentation Design Work Packages 

Instrumentation design = 124 design-hours and 84 CADD hours 

Drawings: 121 hours per drawing 

Engineering Design = 40% of design effort 
Design parameters identified 25% 
Layout and methods established 20% 
Ready to start related drawings 35% 
Final drawings issued 2046 

Total = 100% 
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TABLE 7-1 
EXAMPLE PROGRESS MEASUREMENT SYSTEM FOR ENGINEERING DESIGN 
WORK PACKAG ES--continued 

Drafting = 60% of design effort 
Borders and basic layout established 15% 
Review of complete information 10% 
Related design work at 80% complete 25% 
Quality-control review #1 3% 
Drawings complete 39% 
Quality-control review #2 3% 
Record drawings 5% 

Total = 100% 

F: Work Breakdown of Mechanical Engineering Design Work Packages 

Mechanical engineering design = 496 design-hours and 235 CADD hours 

Drawings 
P&ID drawing of existing plant 56 design-hours and 20 CADD hours 
Mechanical floor plan 60 design-hours and 25 CADD hours 
Details-Piping, feed water 120 design-hours and 60 CADD hours 
Boiler piping schematic sheet #I 60 design-hours and 30 CADD hours 
Boiler piping schematic sheet #2 60 design-hours and 30 CADD hours 
Boiler stack details 80 design-hours and 40 CADD hours 
Miscellaneous details 20 design-hours and 10 CADD hours 
Develop equipment list 40 design-hours and 20 CADD hours 

Engineering design = 40% of design effort 
Design parameters identified 25% 
Layout and methods established 20% 
Ready to start related drawings 35% 
Final drawing issued 20% 

Total = 100% 

Drafting = 60% of design effort 
Borders and basic layout established 15% 
Review of information complete 10% 
Related design work at 80% complete 25% 
Quality-control review #1 3% 
Drawings complete 39% 
Quality-control review #2 3% 
Record drawings 5% 

Total = 100% 

Specification 
Boiler specification = 132 design-hours 
Base specification marked up 25% 
Related information reviewed 15% 
Typed, ready for review 20% 
Issue for client review 20% 
Revise per client review 10% 
Final issue 109/0 

Total = 100% 

Other specifications: 19 total, 1 hour per specification 
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any physical results. For example, numerous computer simulations may be neces- 
sary during a design analysis. Significant amounts of work and time may be ex- 
pended in the simulation effort, but if the simulations are not completed, there will 
be no produced drawings to show any physical results of the design effort. Simi- 
larly, numerous drawings may be near complete, yet none of them completely fin- 
ished. It is difficult to define a half-finished drawing. Thus, measuring design 
progress by counting the number of completed drawings may not fully measure the 
progress of the design effort. 

Most sponsors request milestones in the design schedule for reviews. For exam- 
ple, there may be a 60% design complete milestone that is designated for review by 
the sponsor. There must be ameement between the sponsor and the design team on 
how to define and measure the 60% design complete. For example 60% design 
complete may be defined as completion of all architectural work and structural 
work, completion of 50% of the electrical drawings, 25% of the mechanical draw- 
ings, and initiation of the specification writing. Chapter 9 presents methods of 
measuring design progress. 

QUESTIONS FOR CHAPTER 7-DESIGN PROPOSALS 

1 It is important for the design team to have a clear understanding of the desired outcome of 
the project and the reasons the project is being undertaken by the sponsor. As a project 
manager of the design team, discuss methods you would use to ensure a clear understand- 
ing of the project requirements and expectations of the project sponsor. 

2 The purpose of a design proposal is to identify the scope and develop the budget and 
schedule for preparing the design.  discus^ methods you would use to convert the owner's 
needs and expectations into engineering scope, budget, and schedule. 

3 A common mistake in the development of design schedules is the failwe to include ade- 
quate contingency in the project schedule. List steps you would use to ensure adequate 
contingency is incorporated into a design schedule. 

4 Excessive use of computers can lead to overdesigning, overwriting, and overdrafting. As 
a project manager of the design team, what methods would you use to control excessive 
use of computers during the design effort? 

5 Changes in scope are a common problem during the design. As project manager of the de- 
sign team, what methods would you use to monitor and control scope during the design 
process? 
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PROJECT SCHEDULING 

PROJECT PLANNING AND PROJECT SCHEDULING 

Project planning is the procesy of identifying all the activities necessary to success- 
fully complete the project. Project scheduling is the process of determining the se- 
quential order of the planned activities, assigning realistic durations to each activity, 
and determining the start and finish dates for each activity. Thus, project planning is 
a prerequisite to project scheduling because there is no way to determine the se- 
quence or start and finish dates of activities until they are identified. 

However, the terms of project planning and scheduling are often used synony- 
mously because planning and scheduling are performed interactively. For example, 
a specific list of activities may be planned and scheduled for a project. Then, after 
the schedule is reviewed, it may be decided that additional activities should be 
added or some activities should be rearranged in order to obtain the best qchedule of 
events for the project. 

Planning is more difficult to accomplish than scheduling. The real test of the 
project plannerlscheduler is his or her ability to identify all the work required to 
complete the project. The preceding chapters of this book focused on identifying 
work activities and grouping those activities into meaningful categories. For exam- 
ple, the process of developing a well-defined work breakdown structure (WBS) as 
presented in Chapter 6 results in a list of activities that must be performed to com- 
plete a project. 

After the activities are identified, it is relatively easy to determine the schedule 
for a project. Many methods and tools have been developed for scheduling. The 
computer is universally used to perform the calculations for a project schedule. 
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However, adequate attention must be given to both planning and scheduling. Some- 
times a project schedule becomes non-workable due to too much emphasis on get- 
ting a computer-generated schedule. The plannerlscheduler must give adequate time 
and think through the planning before turning to the computer to generate the sched- 
ule. In simple terms, it is better to be a good planner than to be proficient in com- 
puter applications. The material presented and discussed in the preceding chapters 
has set the stage for developing a good project schedule. 

DESIRED RESULTS OF PLANNING 

Project planning is the heart of good project management because it provides the 
central communication that coordinates the work of all parties. Planning also estab- 
lishes the benchmark for the project control system to track the quantity, cost, and 
timing of work required to successfully complete the project. Although the most 
common desired result of planning is to finish the project on time, there are other 
benefits that can be derived from good project planning (see Table 8-1). 

Planning is the first step to project scheduling. Planning is a process and not a 
discrete activity. As changes occur, additional planning is required to incorporate 
the changes into the schedule. There are many situations or events that can arise that 
can impact a project schedule. Examples are changes in personnel, problems with 
permits, change in a major piece of equipment, or design problems. Good planning 
detects changes and adjusts the schedule in the most efficient manner. 

A common complaint of many design engineers is they cannot efficiently pro- 
duce their work because of interruptions and delays. The cause of this problem is 
usually a lack of planning, and in some instances no planning at all. Planning should 
clearly identify the work that is required by each individual and the interface of 
work between individuals. It should also include a reasonable amount of time for 
the exchange of information between project participants, including the delay time 
for reviews and approvals. 

TABLE 8-1 
DESIRED RESULTS OF PROJECT PLANNING AND SCHEDULING 

1. Finish the project on time 
2. Continuous (uninterrupted) flow of work (no delays) 
3. Reduced amount of rework (least amount of changes) 
4. Minimize confusion and misunderstandings 
5. Increased knowledge of status of project by everyone 
6. Meaningful and timely reports to management 
7. You run the project instead of the project running you 
8. Knowledge of scheduled times of key parts of the project 
9. Knowledge of distribution of costs of the project 

10. Accountability of people, defined responsibility/authority 
11. Clear understanding of who does what, when, and how much 
12. Integration of all work to ensure a quality project for the owner 
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Another common complaint of many designers is the amount of rework they 
must do because of changes in the project. This also leads to confusion and misun-' 
derstandings that further hinder productive work. Planning should include a clear 
description of the required work before the work is started. However, it must be rec- 
ognized that changes are a necessary part of project work, especially in the early de- 
velopment phases. If changes in the work are expected, or probable, then project 
planning should include provisions for a reasonable allowance of the anticipated 
changes. Too often people know that changes will occur, but fail to include them in 
the project 

Project planning and scheduling can serve as an effective means of preventing 
problems. It can prevent delays in work, a major cause of late project completion 
and cost overrun, which often leads to legal disputes. It can also prevent low worker 
morale and decline in productivity that is caused by lack of direction. 

PRINCIPLES OF PLANNING AND SCHEDULING 

There must be an explicit operational plan to guide the entire project. The plan must 
include and link the three components of the project: scope, budget, and schedule. 
Too often, planning is focused only on schedule without regard to the important 
components of scope and budget. 

To develop an integrated total project plan, the project must be broken down into 
well-defined units of work that can be measured and managed. This process starts 
with the WBS. Once this is completed, the project team members who have the ex- 
pertise to perform the work C&I be selected. Team members have the ability to 
clearly define the magnitude of detail work that is required. They also have the abil- 
ity to define the time and cost that will be required to produce the work. With this 
information a complete project plan can be developed. 

The project plan and schedule must clearly define individual responsibilities, 
schedules, budgets, and anticipated problems. The project manager should prepare 
formal agreements with appropriate parties whenever there is a change in the proj- 
ect. There should be equal concern given to schedule and budget, and the two must 
be linked. Planning, scheduling, and controlling begin at the inception of the proj- 
ect and are continuous throughout the life of the project until completion. Table 8-2 
lists key principles for planning and scheduling. 

TABLE 8-2 
KEY PRINCIPLES FOR PLANNING AND SCHEDULING 

1. Begin planning before starting work, rather than after starting work 
2. Involve people who will actually do the work in the planning and scheduling process 
3. Include ail aspects of the project: scope, budget, schedule, and quality 
4. Build flexibility into the plan, Include allowance for changes and time for reviews and 

approvals 
5. Remember the schedule is the plan for doing the work, and it will never be precisely correct 
6. Keep the plan simple, eliminate irrelevant details that prevent the plan from being readable 
7. Communicate the plan to all parties; any plan is worthless unless it is known 
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RESPONSIBILITIES OF PARTIES 

The principal parties of owner, designer, and contractor all have a responsible role 
in project planning and scheduling. It is erroneous to assume this role is the respon- 
sibility of any one party. Each must develop a schedule for his or her required work 
and that schedule must be communicated and coordinated with the other two par- 
ties, because the work of each affects the work of the others. 

The owner establishes the project completion date, which governs the scheduling 
of work for both the designer and contractor. The owner should also set priorities for 
the components that make up the project. For example, if the project consists of 
three buildings, the relative importance of the buildings should be identified. This 
assists the designer in the process of organizing his or her work and developing the 
design schedule to produce drawings that are most important to the owner. It also 
assists in the development of the specifications and contract documents that com- 
municate priorities to the construction contractor. 

The design organization must develop a design schedule that meets the owner's 
schedule. This schedule should include a prioritization of work in accordance with 
the owner's needs and should be developed with extensive input from all designers 
who will have principal roles in the design process. Too often, a design schedule is 
produced by the principal designer, or the project manager of the design organiza- 
tion, without the involvement of those who will actually do the work. 

The construction contractor must develop a schedule for all construction activi- 
ties in accordance with the contract documents. It should include procurement and 
delivery of materials to the job, coordination of labor and equipment on the job, and 
interface the work of all subcontractors. The objective of the construction schedule 
should be to effectively manage the work to produce the best-quality project for the 
owner. The purpose of construction scheduling should not be to settle disputes re- 
lated to project work, but to manage the project in the most efficient manner. 

For some projects, it may be desirable for one party to maintain the schedule and 
the other parties to participate in monitoring it. Ultimately each one of the parties 
will be responsible for his or her portion of the schedule. Maintaining one common 
schedule as a cooperative effort between parties can reduce problems associated 
with maintaining three separate schedules. 

PLANNING FOR MULTIPLE PROJECTS 

Many project managers are assigned the responsibility of simultaneously managing 
several small projects that have short durations. A small project is usually staffed 
with a few people who perform a limited number of tasks to complete the project. 
For projects of this type, there is a tendency for the project manager to forgo any 
formal planning and scheduling because each project is simple and well defined. 
However, the problem that the project manager has is not the management of any 
one project at a time; instead, the problem is managing all the projects simultane- 
ously. The task of simultaneously managing multiple small projects can be very dif- 
ficult and frustrating. Thus, the need for good planning and scheduling is just as 
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important for the management of multiple small projects as it is for the management 
of a single large project. 

To manage multiple small projects, the project manager must develop a plan and 
schedule that includes all projects for which he or she is assigned, even though the 
projects may be unrelated. This is necessary because the stafi3ng of small projects re- 
quires assigning individuals to several projects at the same time so they will have a 
full-time work load. Thus, their work on any one project affects the work on other 
projects. For this type of work environment the project manager must develop a plan 
and schedule that interfaces the work of each individual that is working on all the 
projects for which the project manager is responsible. In particular, the plan should 
clearly show how the work of each person progresses from one project to another. 

A large project is commonly assigned to one project manager who has no other 
responsibilities than management of the single project at one time. It is staffed by 
persons who provide the diverse technical expertise that is required to accomplish 
the numerous tasks to complete the project. For projects of this type, the problem of 
the project manager is identifying and interfacing related tasks to ensure the work is 
accomplished in a continuous manner. He or she relies on the input of team mem- 
bers to develop the project plan and schedule. Much of the work of the project man- 
ager involves extensive communications with team members to ensure that work is 
progressing in a continuous and unintermpted manner. 

Regardless of the project size, large or small, planning and scheduling must be 
done. Perhaps the greatest mistake a project manager can make is to assume that 
planning and scheduling are not required for some reason, such as, he or she is too 
busy, there will be too many changes, or the project is too small. 

TECHNIQUES FOR PLANNING AND SCHEDULING 

The technique used for project scheduling will vary depending upon the project's 
size, complexity, duration, personnel, and owner requirements. The project manager 
must choose a scheduling technique that is simple to use and is easily interpreted by 
all project participants. There are two general methods that are commonly used: the 
bar chart (sometimes called the Cuntt chart) and the Critical Path Method (some- 
times called CPM or network analysis system). 

The bar chart, developed by Henry L. Gantt during World War I, is a graphical 
time-scale of the schedule. It is easy to interpret; but it is difficult to update, does not 
show interdependences of activities, and does not integrate costs or resources with 
the schedule. It is an effective technique for overall project scheduling, but has lim- 
ited application for detailed construction work because the many interrelationships 
of activities, which are required for construction work, are not defined. Many proj- 
ect managers prefer the bar chart for scheduling engineering design work because 
of its simplicity, ease of use, and because it does not require extensive interrelation- 
ships of activities. However, it can require significant time for updating since the in- 
terrelationships of activities are not defined. A change in one activity on the bar 
chart will not automatically change subsequent activities. Also, the bar chart does 
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not integrate costs with the schedule, nor does it provide resources, such as labor- 
hours, that are important for management of design. 

Some designers argue that they cannot define the interrelationships between the 
activities that make up a design schedule. They use this argument to support the use 
of a bar chart. They will also argue that resources change constantly on a design 
project, resulting in a schedule that is too difficult to maintain. Either of these situ- 
ations may occur at times on some projects. However, if these situations exist 
on every project, it is likely that the projects are not well planned, managed, or 
controlled. 

The Critical Path Method (CPM) was developed in 1956 by the DuPont Com- 
pany, with Remington Rand as consultants, as a deterministic approach to schedul- 
ing. The CPM method is commonly used in the engineering and construction 
industry. A similar method, Program Evaluation and Review Technique (PERT), 
was developed in 1957 by the U.S. Navy, with Booz, Allen, & Hamilton Manage- 
ment consultants, as a probabilistic approach to scheduling. It is more commonly 
used by the manufacturing industry; however, it can be used for risk assessment of 
highly uncertain projects. Both methods are often referred to as a network analysis 
system. The CPM provides interrelationships of activities and scheduling of costs 
and resources. It also is an effective technique for overall project scheduling and de- 
tailed scheduling of construction. However, it does have some limitations when ap- 
plied to detailed engineering design work during the early stages of a project 
because it requires an extensive description of the interrelationships of activities. 

Although the CPM technique requires more effort than a bar chart, it provides 
more detailed information that is required for effective project management. Using 
a network schedule to plan a project forces the project team to break a project down 
into identifiable tasks and to relate the tasks to each other in a logical sequence in 
much greater detail than a bar chart. This up-front planning and scheduling helps the 
project team to identify conflicts in resources before they occur. The project man- 
ager must use his or her own judgement and select the method of scheduling that 
best defines the work to be done and that communicates project requirements to all 
participants. 

NETWORK ANALYSIS SYSTEMS 

A network analysis system (NAS) provides a comprehensive method for project 
planning, scheduling, and controlling. NAS is a general title for the technique of 
defining and coordinating work by a graphical diagram that shows work activities 
and the interdependences of activities. Many books and articles have been written 
that describe the procedures and applications of this technique. It is not the purpose 
of this book to present the details of network methods because so much material has 
already been written. The following paragraphs and figures present the basic funda- 
mentals of NAS to guide the project manager in the development of the project plan 
and schedule. The basic definitions shown in Figure 8-1 are presented to clarify the 
following paragraphs because there are variations in terminology used in network 
analyses. 
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Activity -The performance of a task requ~red to complete the project, such as, design 
of foundations, review of design, procure steel contracts, or form concrete 
columns. An activity requlres time, cost, or both time and cost. 

Network - A diagram to represent the relationship of activities to complete the project. 
The network may be drawn as either an "arrow diagram" or a "precedence 
diagram." 

Arrow Diagram Precedence Diagram 

Duration (D) -The estimated time required to perform an activity. The time should include 
all resources that are assigned to the activity. 

Early Start (ES) -The earliest time an activity can be started. 

Early Finish (EF) -The earliest time an activity can be finished and is equal to the early start 
plus the duration. 

Late Finish (LF) -The latest time an activity can be finished. 

Late Start( (LS) -The latest time an activity can be started without delaying the completion 
date of the project. 

Total Float (TF) -The amount of time an activity may be delayed without delaying the comple- 
tion date of the project. 

Free Float (FF) -The amount of time an activity may be delayed without delaying the early 
start time of the immediately following activity. 
FF, = ES, - EF,, where the subscript i represents the preceding activity and 
the subscript j represents the following activity. 

Critical Path - A series of interconnected activities through the network diagram, with each 
activity having zero, free and total float time. The critical path determines the 
minimum time to complete the project. 

Dummy Activity -An activity (represented by a dotted line on the arrow network diagram) that 
indicates that any activity following the dummy cannot be started until the 
activity or activities preceding the dummy are completed. The dummy does 
not require any time. 

FIGURE 8-1 
Basic Definitions for CPM. 

For project management the CPM is the most commonly used NAS method. The 
concept is simple, the computations only require basic arithmetic; and a large num- 
ber of computer programs are available to automate the work required of CPM 
scheduling. The most difficult task in the use of CPM is identifying and interfacing 
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the numerous activities that are required to complete a project, that is, development 
of the CPM network diagram. If a well-defined WBS is developed first, the task of 
developing a CPM diagram is greatly simplified. 

There are two basic methods of drawing CPM diagrams: the arrow diagram 
(sometimes called activity on arrow) and the precedence diagram (sometimes called 
activity on node). Although both methods achieve the same results, most project 
managers prefer the precedence method because it does not require the use of 
dummy activities. The precedence method can also provide the start-to-start, finish- 
to-finish, start-to-finish, and finish-to-start relationship of activities, which can sig- 
nificantly reduce the number of activities that are required in a network diagram. 
However, many individuals prefer to not use these relationships because of poten- 
tial confusion in the network scheduling. 

Figure 8-2 is a simple precedence diagram that is presented to illustrate the time 
computations for analysis of a project schedule by the CPM. Each activity is de- 
scribed by a single letter. The number at the top of the activity is the assigned activ- 
ity number, and the number at the bottom of each activityrepresents the duration in 
working days. Alegend is shown in the lower left hand comer to define the start and 
finish days. All calculations for starts and finishes are based on end-of-day. 

FIGURE 8-2 
Time Computations for Simple Precedence Diagram. 

9 2 12 12 5 16 16 8 23 23 11 29 

LEGEND: - 
Backward Pas: IS = LF - D 

LS No. LF 

Activity 
Description I 

ES D EF 
Forward Pass: EF = ES + D - 
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After the CPM diagram has been prepared, the duration of each activity can be 
assigned and the forward-pass calculations performed to calculate the early start and 
early finish of each activity. The largest early finish of all preceding activities de- 
fines the early start of all following activities. For example, activity H cannot be 
started until activities E and F are both completed. Since the largest early finish of 
the two preceding activities is 12, the early start for activity H is 12. The fonvard- 
pass calculations are performed on all activities from the first activity A to the last 
activity Q. The early finish of the last activity defines the project completion, which 
is 41 days for this particular project. This project duration is a calculated value 
based upon the duration and interdependences of all activities in the project. 

A backward pass can be performed to calculate the late start and late finish of 
each activity. The smallest late start of all following activities defines the late finish 
of all preceding activities. For example activities H and I cannot both be started un- 
til activity F is completed. Since the smallest early start of the two following activ- 
ities is 16, the late finish for F is 16. The backward-pass calculations are performed 
on all activities from the last activity Q to the first activity A. 

The difference between starts and finishes determines the amount of free and to- 
tal float. For example, the total float for activity M is 9 days, the difference between 
its late start (30) and early start (21). The free float for activity M is 4 days, the dif- 
ference between its early finish (23) and the early start (27) of the immediately fol- 
lowing activity P. 

The critical path, as noted by the double line on Figure 8-2, is defined by the se- 
ries of interconnected activities that have zero total float. Since these activities have 
no float time available, any delay in their completion will delay the completion date 
of the project. Therefore, they are called critical activities. 

Table 8-3 lists the basic steps to guide the process of developing a CPM diagram 
for project planning and scheduling. It is not always possible to complete a step 
without some readjustments. For example, the CPM diagram of step 2 may need 
readjusting after evaluation of the time and resources of steps 4 and 5. Some activ- 
ities that were originally planned in a series may need to occur in parallel to meet a 
time requirement. Each project manager and his or her team must work together to 
develop a project plan and schedule that achieve the required project completion 
date with the resources that are available. 

DEVELOPMENT OF CPM DIAGRAM FROM THE WBS 

Table 8-3 provided the list of basic steps that can be used to guide the process of de- 
veloping a network analysis system for project planning and scheduling. The devel- 
opment of the WBS is an important first step that is often neglected. Attempting to 
draw the CPM diagram without a WBS usually leads to numerous revisions to the 
diagram. 

Figure 8-3 is an example of a WBS for the design of a service facility project that 
consists of two buildings, site-work, and on-site utilities. A discussion of a typical 
owner's study for this type of project was presented in Chapter 3. To handle this 
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TABLE 8-3 
STEPS IN PLANNING AND SCHEDULING 

1. Develop a work breakdown structure (WBS) that identifies work items (activities) 
a. Consider activities that require time 
b. Consider activities that require cost 
c. Consider activities that you need to arrange 
d. Consider activities that you want to monitor 

2. Prepare a drawing (network diagram) that shows each activity in the order it must be per- 
formed to complete the project 

a. Consider which activities immediately precede each activity 
b. Consider which activities immediately follow each activity 
c. The interrelationship of activities is a combination of how the work must be done 

(constraints) and how you want the work to be done 

3. Determine the time, cost, and resources required to complete each activity 
a. Review work packages of the WBS 
b. Obtain input from project team members 

4. Compute the schedule to determine start, finish, and float times 
a. Perform a forward pass to deternline early starts and finishes 
b. Perform a backward pass to determine late starts and finishes 
c. Determine the differences between start and finish times to determine float time and 

critical activities 

5. Analyze costs and resources for the project 
a. Compute the cost per day for each activity and for the entire project 
b. Compute the labor-hours per day and/or other resources that are required to com- 

plete the project 

6. Communicate the results of the plan and schedule 
a. Display time schedule for activities 
b. Display cost schedule for activities 
c. Display schedule for other resources 

project the contracting strategy is to use in-house personnel to design the on- 
site utilities, site-work, and the industrial maintenance building (denoted as Build- 
ing A). This is commonly called performing work by the force-account method. 
A contract is assigned to an outside design organization for design of the commer- 
cial building (denoted as Building B), which is to be used as an employee's office 
building. 

The WBS identifies the tasks and activities that must be performed, but does not 
provide the order in which they must occur. The CPM network diagram is prepared 
to show the sequencing and interdependences of the activities in the WBS. The di- 
agram can be prepared by traditional drafting techniques or it can be prepared using 
the computer. The development on a computer can use either a computer aided 
drafting and design (CADD) program, or a software package that is specifically 
written for CPM scheduling. 





150 PROJECT MANAGEMENT FOR ENGINEERING AND CONSTRUCTION 

Regardless of the method that is used, the initial logic of the diagram must be 
arranged by the person who is developing the diagram. In simple terms, a person 
must tell a draftsman, or the computer, how to draw the diagram. An efficient way 
to accomplish this task is to record each activity on a 3 X 5 index card and to use a 
tack to post all activities on a bulletin board or office wall. The activities can then 
be easily rearranged and reviewed by key participants before development of the 
formal diagram. 

Figure 8-4 is a CPM diagram that was developed from the WBS shown in Figure 
8-3. Note that each activity on the CPM is derived from the work tasks that are 
shown on the WBS. Thus, the project manager plans the project around the work to 
be performed, which has been defined by the people who will perform the work. 
Activities that are related are grouped together and arranged in the order they are to 
be performed. For example, the architectural floor plans are developed before the 
structural, mechanical, and electrical designs. A careful planning of the interface of 
activities at the start of the project is necessary for successful management of a 
project. 

The purpose of CPM is to plan the work to guide the progress of a project and 
provide a baseline for project control. Chapter 9 discusses linking the WBS to the 
CPM for project control by expanding Figures 8-3 and 8-4 to include procurement 
and construction activities. 

ASSIGNING REALISTIC DURATIONS 

The CPM network diagram defines the activities, and sequencing of activities, to he 
performed to accomplish the project; however, the anticipated time that is required 
to complete each activity must be determined in order to schedule the entire project. 
The durations that are assigned to activities are important because the critical path, 
timing of activities, distribution of costs, and utilization of resources are all a func- 
tion of activity durations. 

The assignment of the duration that is required to accomplish an activity will 
vary depending on many factors: quantity and quality of work, number of people 
andlor equipment that is assigned to the activity, level of worker skills, availability 
of equipment, work environment, effectiveness of supervision of the work, and 
other conditions. Although these variations exist, a special effort must be made to 
determine a realistic duration for each activity because the duration that is assigned 
to activities in a CPM network diagram has a large impact on the schedule and over- 
all management of a project. 

Many activities in a project are routine in nature, which enables a reasonably ac- 
curate determination of the probable time of completion. For these types of activi- 
ties the duration can be determined by dividing the total quantity of work by the 
production rate, which is a function of the number of individuals that are assigned 
to the activity. A common mistake that is made by many people is to calculate the 
time to accomplish an activity assuming a continuous flow of uninterrupted work. 
However, all work is subject to delays, interruptions, or other events that can impact 
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time. Thus, a reasonable amount of time (allowance) must be added to the calcu- 
lated time to detennine a realistic duration for each activity. 

Generallv. the duration of an activity can be determined by one of three methods; . . 
by analyzing historical records from previously complctcd projects. by referencing 
commercially a\,ailahle manuals that provide costs and production ratcs for various 
types of work. or from rhe experience and judgement ul'thc person who \\,ill be per- 
forming the work. Tr is often desirdhle to de~ennine thc probable duration by several - 
methods so the results can be compared to detect any significant variationsthat may 
occur. 

The schedule for the design work is the total time to produce the final drawings, 
including the overlap of design calculations and design drafting. As previously dis- 
cussed most engineers prefer a bar chart for scheduling individual design tasks. 
However, for project control the individual bar charts must be developed into activ- 
ities on the CPM diagram to develop the total project schedule. The start and finish 
of each activity of the CPM engineering design schedule is a composite of all tasks 
of the work package. The following illustrates the evaluation of overlapping tasks 
of the work package to detennine the duration of an activity on the CPM diagram. 

Tasks of Work Package Duration 
Project Engineering 5 days 
Shuctural Design 16 days 
CADD Operator 9 days 
Total Design Days 30 days 

Project Engineering 
Structural Design 

CADD Operator 

24 day duration for 
CPM scheduling 
control diagram 

COMPUTER APPLICATIONS 

The CPM network diagram, by itself, identifies the sequencing of activities but does 
not provide the scheduled start and finish dates, the distribution of costs, or the al- 
location of resources. This information can easily be determined by assigning the 
duration, cost, and resources that are required of each activity. 

There are many CPM computer programs available to perform the numerous cal- 
culations necessary to determine the scheduled time, cost, and resources of activi- 
ties. Although the number, type, and format of the computer-generated output 
reports vary widely, depending on the software, the basic input data required for 
each is the same information. The information required for the input data consists of 
activity number, description, duratibn, cost, and resources, such as, labor-hours. The 
sequencing, or interrelationship of activities, is defined by the CPM network dia- 
gram. The input data are the same information that is compiled during preparation 
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of the design work packages for the WBS, or during preparation of the estimate for 
a project by the construction contractor. Thus, the computer application of CPM is 
appropriate for both the design and construction phase of a project. 

The information that must be assembled for a CPM computer analysis is illus- 
trated in Figures 8-5 and 8-6. Figure 8-5 is a simple CPM precedence network dia- 
grain for a sewer and water lines construction project. Construction activities are 
selected for this illustrative example because they are easily recognizable by most 
readers. Each activity in Figure 8-5 is shown with its time and cost information. Re- 
sources are excluded for simplicity of this presentation and are discussed in the fol- 
lowing section. A hand analysis of starts and finishes is shown in Figure 8-5 to 
illustrate the calculations and to relate them to the computer output reports dis- 
cussed in the following paragraphs. The times that are shown on the diagram all rep- 
resent end-of-day. A listing of the computer input data for this project is shown in 
Figure 8-6. 

For this project, two surveying crews are available, which allows Activities 130 
and 140 to occur simultaneously. Only one trenching machine is available; therefore 
trenching work for Water Line A, Activity 170, is planned before trenching of Wa- 
ter Line B, Activity 190. Other similar constraints are shown in the network to il- 
lustrate that planning must be done before project scheduling can be accomplished. 

The input data required for a computer scheduling analysis are shown in Figure 
8-6. The first part of the input data defines information related to each activity. The 
second part defines the order in which the activities are performed, that is, the se- 
quencing or interfacing of activities. The project title is shown above the activity 
list, and the project start date is shown at the end of the sequence list. 

Figure 8-7 shows the activity schedule report for the project that is typically 
available from a CPM computer program. Both calendar and work days are shown. 
Start dates represent beginning of the day while finish dates represent end of the 
day. The free and total floats are shown for each activity. The letter " C  at the left of 
an activity denotes it is a critical activity; that is, it has zero total and free float. 

SCHEDULE CODING SYSTEM 

One of the advantages of CPM scheduling by computer methods is the ability to sort 
specific activities from the complete list of activities for the project. For example, 
the project manager may only want information about sewer activities, the time re- 
quired for trenching equipment, or the assignment of the surveying crew. The sort- 
ing of these activities can easily be accomplished by a coding system. 

Table 8-4 is a simple 4-digit coding system to illustrate sorting capabilities for 
the sewer and water lines project that is shown in Figure 8-5. All activities related 
to the sewer line are represented by the number "1" in the first digit. Water line ac- 
tivities are represented by the number "2." The second code digit represents the 
type of work, such as, surveying, forming manholes, trenching, laying pipe, and 
backfilling. Thus, a 4-digit code is assigned to each activity in the project. For ex- 
ample, the code for activity number 180 is 2410. This code indicates that the ac- 
tivity pertains to water line, laying pipe, and line A. The 4-digit code number for 
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LINT 
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Faward Pass: E f  = ES + D - 
FIGURE 8-5 
CPM Diagram for Construction Phase of Sewer and Water Lines Project. 



************+*+**+***  
* *  INPUT DFTATLS * *  
*****l***********t*t* 

PROJECT: SEWER & WATEK LINE 

ACTIVITY LIST: 
NUMHER CODE DESCRIPTION DURATION COST ASSIGNED START 

MOVZ ON SITE 
SURVEY SEWER LINES - - - ~  

EXCAVATE FOR MANHOLES 3 3500. 
INS'IALL NANHOL,R FORMWORK 5 6000. 
PLACE CONCRETE MANHOLES 5 4700. 
T'RENCH SEWER LINE 10 12600. 
STRIP M O L E  FORMWORK 2 2100. 
LAY SEWER PIPE 1 5  11250. 
INSPECT W H O L E S  1 800. 
REMOVE TRFUCHING EQUIPMENT 
BACKFILL SEWER TRENCR 
SEWER LIV£ COMPLETE 
SURVEY WATER LINE A 
SURVEY WATER LINE B 
bJDERGROUND ELECTRTCAL 
DRILL WATER WELL 
TRENCH WATER LINE A 
LAY PIPE FOR WATER LINE A 
TRENCH WATER LINE B 
BACKPILL WATER LINZ A 
LAY PIPE FOR WATiH LINE B 
BACKFTLL WArlPPER LINS B 
INSTALL WATER METERS 
SET WATER PLlMP 
FROJPCT COMPLETE 

SEQUENCE OF ACTIVITIES: 
FKOM 

PROJECT START D\TE: APRIL 1, 7007 
FIIIE-DAY WORK WbEK 

NO ASSIGNED EOLIDAYS 

FIGURE 8-6 
Computer Input Data File for Sewer and Water Lines Project. 
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PnMICT.  ?LWLI' AW WITIR LINES " PAGE 1 " 
SrKF3IILE PO3 ALL >.CIVITIES ACTI'IITY SCHEDULE 

~,..,*......*.....**.....**........*.+....~..,,*.,.,,,. ".."k........*"..,~.~.~....**.........*.*...........+..*...****. 
!CTI-IITY I"C?IVITY O-,XI- E m <  CXRTY LATE LATE M T l i  FRm 

L.WIER DESCRIPTICN .TION START FINISH S T R T  S I N I B H  FLOAT FI.O>T 

MOVE CN SITE 

SURVEY SEWER LZNES 

L*i-*,rAIITL i<li< b,ANHOLP8 

I N S T L L  -OLE FORI4VORR 

PI.ATF T m C R E T E  r n O L E S  

T?ENCF BEWZR LTNI 

STRIP *WOLE FORMWORK 

LAY SWFR PZPE 

IliEPECT 3ANHOLBS 

R a O V :  TKLlCil-NO rCU-3NPE17 

BACKTILL SEWER TXZXCH 

bEWLH LINE COMP1,PTE 

SURVEY WATER LILUE X 

dllRVIy WATER LILJL B 

UNDEhOROLWD PLECTR1Ci.L 

DRILL I<IITER >JELL 

1617AiiL WEPYR \WTIPS 

TRENCH WATER LINE A 

SET WATER PUH? 

LAY P:?E LO< WATEU LTNi A 

7REI;CH WXTEP :XE B 

BACKFILL NITTR 'ITNP A 

LAY PTPE FOR WaTER LINE B 

RLrXFILL WATER LZNE B 

PiOJECT COXPLETE 

FIGURE 8-7 
Computer-Generated Activity Schedule for Sewer and Water Lines Project. 

each activity in the sewer and water lines project is shown in the activity list of 
Figure 8-6. 

The coding system provides numerous options for selection of activities by the 
project manager. For example, all sewer line activities can be sorted from the com- 
plete list of project activities by selecting those activities that have a "1" in the first 
digit. A schedule report for these activities is shown in Figure 8-8. A project man- 
ager may also print a bar chart for these activities as shown in Figure 8-9. A coding 
system provides a means of obtaining many other reports. For example, a sort of all 
activities related to trenching and laying pipe can be obtained by selecting activities 
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TABLE 8-4 
CODING SYSTEM FOR SEWER AND WATER LINES PROJECT 

Code Digit I Code Digit 2 Code Digit 3 Code Digit 4 

0 - Unassigned 0 -Unassigned 0 Unassigned 0 -Unassigned 
1 - Sewer Line I -Surveying I -Line A 1 -Unassigned 
2 -Water Lines 2 -Manholes 2 -Line B 2 -Unassigned 
3 W a t e r  Meter 3 -Trenching 3 -Unassigned 3 -Unassigned 
4 -Water Pump 4 -Laying Pipe 4 -Unassigned 4 - Unassigned 
5 Milestones 5 -Backfill 5 -Unassigned 5 -Unassigned 
6 Unassigned 6 -Unassigned 6 -Unassigned 6 -Unassigned 
7 -Unassigned 7 -Unassigned 7 -Unassigned 7 -Unassigned 
8 -Unassigned 8 -Unassigned 8 -Unassigned 8 Unassigned 
9 - Unassigned Y - Unassigned 9 Unassigned 9 Unassigned 

that have a second code digit number that is greater than "2" and less than "5" (ref- 
erence Table 8-4). 

COST DISTRIBUTION 

The distribution of costs, with respect to time, must be known to successfully man- 
age a project. In the preceding sections the scheduled early and late starts, and fin- 
ishes, were calculated based on the duration and sequencing of activities. A cost 
analysis can also be performed by assigning the cost that is anticipated to complete 
each activity. The cost of an activity may be distributed over the duration of the ac- 
tivity; however, the activity may be performed over a range of time, starting from 
the early to late start and ending from the early to late finish. 

Because activities can occur over a range of time, a cost analysis must be per- 
formed based on activities starting on an early start, late start, and target schedule. 
The target schedule is the midpoint between the early start and late start. Table 8-5 
illustrates the early start cost analysis calculations for the sewer and water lines 
project shown in Figure 8-5. For each day in the project, the cost per day of each ac- 
tivity that is in progress is summed to obtain the total cost of the project for that day. 
Cumulative project costs are divided by the total project cost of $147,500 to obtain 
the percentage cost for each day. The percentage time for each day is calculated by 
dividing the number of the working days by the total project duration of 94 days. 
Similar calculations can be performed for activities starting on a late start schedule 
and target schedule. 

Although the calculations for a cost analysis are simple, many are required, as il- 
lustrated by the small sewer and water lines project that has only 25 activities and a 
94-day project duration. A small microcomputer can perform all the calculations for 
cost analysis of a project with several hundred activities in less than two seconds. 



. ~ * * * * * * * * * * * * * , * * * * * ~ * & * ~ * *  
* *  ACTIVITY SCHRnU1,F * *  
+ , * * * * * * * * * * * * * * * * * * * * * * *%**  

PROZECT: SEWER WATEK LINES 
SCHEDULE POX SEWER LINE ACTIVITIES ONLY 

+' PAGE 1 " 
ACTIVITY SCHSUULE 

3.CTIVITY ACTIVITY 
NXXBEK UESCRIPTION 

WRA-  EARLY ShRLY LATE LATE TOTAI. FREE 

TION S l R T  ? INISH STRPT F I N I S H  FLOAT F X A T  

C 7 0  SIIRVEY SEWER LINES 4 4APR2032 9APR2002 4A?R2002 9ASR2002  0 0 
4 7 4 7 

C 3 0  U(CAirATE FOR MANHOLES 3 1DAPR2002 12AP-12002 104,R?Oil7 lLAPR'2l)OL 0 0 
8 1 0  8 1 0  

C 4 0  INSTALL IONHOLE FORIMORK 5 :5hPRLOU2 1 9 A P i 2 0 0 2  l i A Z K 2 0 0 2  19APR2002  0 0 
I1 1 5  11 1 5  

5 0  PTLAuhCE CONCPETE MANHOLES 5 22APR2002  2 6 4 P R 2 0 0 2  23MkY2002 29MAY2002 2 3  0 
:6 2 3 3 9 43  

C 6 0  'I'KENCH SEWER L I N E  1 0  2 2 3 ~ P R 2 0 0 2  3MAY2007 72APR2DD2 1MAYZ032 0 3 
1 6  2 5  1 6  2 5 

7 0  S T R I P  MANHOLE FORMWORK 2 2YAPR2002 30APR2302  30MAY2002 31MAY2332 2 3  1 8  
2 1  22  4 4  4 5  

3 3  INSPECT W H O L E S  1 27MAY2002 27FAY2002 3.TUN20'32 3JUNZOOL 5 
4 1 4 1  4 6  4 6 

1DD REMOliE TRENCHING EQUTPMPNT 2 27MAY2002 28M?.Y2002 3lMKY2332 3JJN2002  4 4 
4 1  4 2  4 5  4 6  

C 1111 BACKFILL SElrlER TIiENCH G 27MAY2002 3SLW2002 27X4Y2002 3JUN2002 0 n 
4 1  46 4 1  4 6  

FIGURE 8-8 
Computer Printout of Sewer Line Activities Only (Sort of Activities List by Code Digit #I Equal to One). 
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TABLE 8-5 
CALCULATIONS FOR PROJECT COSTS PER DAY ON AN EARLY START BASIS 
TOTAL PROJECT DURATION = 94 WORKING DAYS 
TOTAL PROJECT COST = $147,500.00 

Day %-Time 

1 1.06% 
2 2.12% 
3 3.19% 
4 4.25% 
5 5.32% 
6 6.38% 
7 7.45% 
8 8.51% 
9 9.57% 

10 10.63% 
11 11.70% 
12 12.77% 
13 13.83% 
14 14.89% 
15 15.96% 
16 17.02% 

Cumulative 
Project project 

Activities In progress costtday cost 

Act. 10 $1,40013 = $466.67lDay $466.67 
1, ,, 

$466.67 
= 

8, ,, 
$933.33 

= $1,400.00 
Act. 20 $2,70014 = $675.00/Day $675.00 $2,075.00 

,, ,, - - $2,750.00 
r, 7,  = 
,, 8 ,  

$3,425.00 
- - $4.1 00.00 

Act. 30 $3,50013 = $1,167.67lDay $1,167.67 $5,267.67 
,, r, = 
8, 9, 

$6,433.33 
- - $7,600.00 

Act. 40 $6,00015 = $1,200.00/Day $1,200.00 $8,800.00 
., ,, - - $1 0,000.00 
9,  I, - - $1 1,200.00 
,, ,, = $12,400.00 
,, 8, = $1 3,600.00 

Act. 50 $4,70015 = $940.00lDay 
Act. 60 $12,600110 = $1,260.00/Day $2,200.00 $15,800.00 

1, ,, = $1 8,000.00 
,I 3, - - 
,, ,, 

$20,200.00 
- - $22,400.00 

,, 9, - - $24,600.00 
Act. 60 $12,60011 0 = $1,260.00lDay 
Act. 70 $2,100/2 = $1,050.00/Day $2,310.00 $25,910.00 

$1 47,500.00 

Oh Cost 

Figure 8-10 is a computer printout of the daily distribution of costs for the calcu- 
lations illustrated in Table 8-5.  A similar analysis can be performed for other re- 
sources, such as labor and equipment. For example, a daily distribution of 
labor-hours, similar to Figure 8-10, can be used to detect periods of time when the 
need for labor is high or low. The project manager and his or her team can detect 
this problem early and appropriately adjust the project plan or acquire additional 
personnel if needed and available. 

A tabular format of the distribution of costs on an early start, late start, and target 
basis is presented in Figure 8-1 1. The target scheduled costs are average values be- 
tween the early and late start schedules. The right hand two columns of Figure 8-11 
show the percentage-cost and percentage-time values for the target schedule. As 
shown in the figure there is a non-linear relationship between the time and cost for 
a project. 

The cumulative cost graph for a project is commonly called the S-curve, because 
it resembles the shape of the letter "S." The early, late, and target cumulative distri- 
bution of costs can be superimposed onto one graph to form the envelope of time 
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CUMULATIVE COST % COST 

1 APR 2002 26 APR 2002 24 MAY 2002 21 JUN 2002 19 JUL 2002 X AUG 2002 

FIGURE 8-12 
Illustrative S-Curve for Cumulative Cost Curve on an Early Start, Late Start, and Target Basis. 

The only input data that a project manager must prepare, to obtain the described 
analyses, are shown in Figure 8-6. 

RESOURCE ALLOCATIONS FOR DESIGN 

Efficient utilization of resources is critical to successful management. The primary 
resource during design is the work-hours of the design team. The project manager 
depends on the design team to create design alternatives, produce drawings, and 
write specifications for the proposed project. To properly coordinate all aspects of 
the design effort, the project manager must ensure the correct expertise is available 
when needed. Generally, design team members are assigned to the project by their 
respective home departments. Since each designer is often involved in several proj- 
ects at the same time, the project manager must develop a resource allocation plan 
for each project. The plan should then be distributed to each design team member's 
home department to ensure that each resource will be available when needed. 

The project manager can resource load the project plan to include the number of 
work-hours required for each design discipline. The resource plan is similar to the 
cost distribution analysis presented earlier in this chapter, except work-hours are 
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used in place of dollars of cost. Thus, the resource plan is simply a histogram of 
work-hours versus time for each design discipline. The project manager should pro- 
vide the resource plan for each project to the design team's manager. The design 
managers can then integrate the resource plans of all active projects into their de- 
partment's demand for technical expertise. This is necessary to ensure adequate re- 
sources are available for the projects when required. 

RESOURCE ALLOCATIONS FOR CONSTRUCTION 

During the construction phase, the primary resources are labor, materials, and 
equipment. The correct quantity and quality of material must be ordered and deliv- 
ered to the job-site at the right time to ensure efficiency of labor. Equipment to be 
installed in the project often requires a long lead time from the fabricator. Thus, the 
project plan should include material and equipment required by the construction 
work force. 

Labor represents a major cost of construction. The labor force on the job operates 
construction equipment and installs the materials. A resource allocation plan is re- 
quired to ensure high efficiency and productivity during construction. The project 
manager can resource load the project plan to include the number of work-hours re- 
quired for each craft of construction labor. The reqource plan is a histogram of 
work-hours versus time, similar to the cost distribution analysis presented earlier in 
the chapter. 

The construction plan shows the desired sequence of work. However, to be work- 
able, the plan must also show the distribution of resources, such as the required la- 
bor for each craft on the job The demand for labor should be uniformly distributed 
for each craft on the project, to prevent irregularities. The resource plan can be used 
as a tool to ensure a relatively uniform distribution of labor on the project. Figure 
8-13 is a simple bar chart for a project, showing each work activity, number of 
crews, and number of people in the crew for all labor in the project. The lower por- 
tion of Figure 8-13 shows irregularity in the distribution of workers per day during 
the middle of the project. 

Figure 8-14 illustrates the same project as Figure 8-13, except Activity F is 
started one day later and Activity H is started two days earlier. The lower portion of 
Figure 8-14 shows a relative uniform distribution of labor bv making these two mi- - - 
nor adjustments in the project plan. A similar analysis can be made for each craft of 
labor to ensure uniform distribution of workers on the wroiect. A resource allocation 

& " 
for a particular craft typically has a flat appearance on the graph, whereas a resource 
allocation for all crafts typically has a bell-shaped graph as shown in Figure 8-14. 

PROGRAM EVALUATION AND REVIEW TECHNIQUE (PERT) 

In the Critical Path Method of scheduling projects, the duration of each activity is 
usually defined with a reasonable degree of certainty. For most projects the type and 
amount of work is known, which enables the project manager to establish the 
approximate duration for each work activity. For example, the time to produce 
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drawings may be four weeks, the time to perform a soil investigation to gather and 
test soil samples may be two weeks, or the time to erect forms for concrete may be 
three days. Using the CPM, the assignment of one duration to each activity provides 
a deterministic process for the start and finish dates of each activity and a single fin- 
ish date for the entire project. 

For some projects it may be difficult to estimate a reasonable single duration for 
one or more of the activities in the project schedule. There may be a range of dura- 
tions that may apply to a particular activity, which makes it difficult to select just 
one duration to assign to the activity. The Program Evaluation and Review Tech- 
nique (PERT) method of scheduling uses three durations for each activity and the 
fundamental statistics to determine the probability of a project finishing earlier or 
later than expected. Although the PERT method is not used extensively in engi- 
neering and construction projects, it provides valuable information for assessing the 
risks of a schedule slippage of a project. 

The PERT method uses an arrow network diagram to show the logical sequence 
of activities in a project, whereas the CPM uses a precedence diagram as discussed 
in preceding sections of this book. In a PERT diagram, activities are represented by 
arrows with circles at each end of the arrow. The circles are called events that r e p  
resent an instant in time. The circle at the beginning of the activity represents the 
start of an activity, and the circle at the end of the arrow represents the finish of the 
activity. 

The major difference between the PERT method and CPM is the estimation of 
durations of activities. PERT is applicable for projects where there is a high degree 
of uncertainty about how long any given activity will take to complete, where even 
the most experienced manager can give only an educated guess of the estimated 
time, and that guess is subject to a wide margin of error. Using PERT there are three 
durations that are assigned to each activity: 

a = optimistic time 

b = pessimistic time 

m = most likely time 

The optimistic time is the shortest possible time in which the activity could pos- 
sibly be completed, assuming that everything goes well. There is only a very small 
chance of completing the activity in less than this time. The pessimistic time is the 
longest time the activity could ever require, assuming that everything goes poorly. 
There is only a very small chance of expecting this activity to exceed this time. The 
most likely time is the time the activity could be accomplished if it could be re- 
peated many times under exactly the same conditions. It is the time that it would 
take more often than any other time. The most likely time is the time the manager 
would probably give if asked for a single time estimate. It is important to note that 
the optimistic time and the pessimistic time may not deviate the same amount from 
the most likely time. In simple mathematical terms, a and b may not be symmetri- 
cal about m. 
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FIGURE 8-13 
Irregular Distribution of Labor. 
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FIGURE 8-14 
Distribution of Labor after Starting Activity F Two Days Later and Activity H Two Days Earlier. 
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PERT uses a weighted average of the three times to find the overall project dura- 
tion. This average is called the expected time, t,, and is found by the following sim- 
ple equation: 

where t, is the expected time of an activity. 
The above equation is used to calculate a single duration for each activity in the 

PERT network diagram. Then a forward pass can be performed to calculate the 
early start and early finish for each activity in the PERT network and a total project 
duration, similar to the CPM scheduling method. A backward pass can be performed 
to calculate the last start and late finish for each activity. Total float, free float, and 
the critical path can be identified. At this stage of a PERT analysis it is identical to 
the CPM analysis. 

The three time estimates of PERT can be used to measure the degree of uncer- 
tainty involved in the activity. The measure of the spread of the distribution is called 
the standard deviation and is denoted by the Greek letter a. To determine the prob- 
ability of the project completing earlier or later than expected using PERT, the vari- 
ance of each activity along the critical path must be calculated. The variance of an 
activity is the square of the standard deviation of the activity and can be calculated 
using the following equation: 

where v is the variance of an activity. 
Since the duration (t,) of each of the activities in the arrow network diagram is 

uncertain, the time of occurrence of each event is also subject to uncertainty. The 
expected time of an event is denoted as T,. Although the distribution of uncertainty 
of individual activities may not necessarily be symmetrical, the distribution for 
event times is assumed symmetrical because there are numerous activities in the 
chain ahead of the event. For example, the T, for the final event in a project has all 
the critical path activities in the chain that lead up to the final event in the project. 

The measure of uncertainty of the final event in a PERT diagram is the standard 
deviation of the expected time, denoted as a,. The u, is the square root of the sum 
of the activities ahead of the event. Thus, the a, for the last event in a PERT dia- 
gram is the square root of the sum of the variance of all activities along the critical 
path. The UTE is calculated with the following equation: 

where a, is the standard deviation of the expected time. 
The final calculation necessary to perform PERT calculations is the deviation, 

which is denoted by the symbol z in  the following equation: 

where z is the deviation. 



TABLE 8-6 
PERT PROBABILITY TABLE 

Value of Probability of 
deviation z completion 

-3.0 0.00 
-2.5 0.01 
-2.0 0.03 
1 . 5  0.07 
-1.4 0.08 
-1.3 0.09 
-1.2 0.1 1 
-1.1 0.14 
-1 .O 0.16 
0 . 9  0.18 
-0.8 0.21 
-0.7 0.24 
-0.6 0.27 
-0.5 0.31 
-0.4 0.35 
0 . 3  0.38 
-0.2 0.42 
-0.1 0.46 
-0.0 0.50 

0.1 0.54 
0.2 0.58 
0.3 0.62 
0.4 0.66 
0.5 0.69 
0.6 0.73 
0.7 0.76 
0.8 0.79 
0.9 0.82 
1 .O 0.84 
1.1 0.86 
1.2 0.88 
1.3 0.90 
1.4 0.92 
1.5 0.93 
2.0 0.98 
2.5 0.99 
3.0 1 .OO 

Table 8-6 provides the value of z for various probabilities of certainty. The term 
TE is the expected time of the event, which is calculated from the PERT diagram, 
and T, is the scheduled time. 

Example 8-1 
The following PERT diagram shows the optimistic time (a), the most likely time 
(t,), and the pessimistic time (b) at the bottom of each activity. The number 
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shown in parentheses below each activity is the expected time (t,) for the activ- 
ity, calculated from the equation, t, = (a + 4 m  + b)/6. All times denote working 
days in the project. 

The optimistic duration of the project can be calculated by performing a for- 
ward pass to calculate the start and finish times using the optimistic duration 
(smallest duration) of each activity. For the data in this PERT diagram, the opti- 
mistic project duration is 48 days, which follows through events 1 ,2 ,4 ,5 ,6 ,9 ,  
12,13, 14, and 15. 

The pessimistic duration of the project can be calculated by performing a 
forward pass to calculate the start and finish times using the pessimistic (largest 
duration) of each activity. For the data in this PERT diagram, the pessimistic 
project durationis 103 days, which follows through events 1,2,4,5,6,9,11,13,  
14, and 15. 

The project duration (T,) for event 15 can be calculated by performing a for- 
ward pass to calculate the start and finish times using the expected duration (t,) 
of each activity. For the data in this PERT diagram, the expected time of the last 
event number 15 is T, = 81.3 days, which follows through events 1,2 ,4 ,  5 ,6 ,9 ,  
11, 13, 14, and 15. 

In summary, for this PERT diagram the optimistic project duration is 48 days, 
the pessimistic project duration is 103 days, and the expected project duration is 
81.3 days. The probability of completing the project ahead or behind day 81.3 
will depend on the urn of event 15. The value of u, can be calculated as the 
square root of the sum of the variances of all activities along the critical path. 
Based on the expected time of each activity, the critical path for this PERT net- 
work follows events 1, 2,  4, 5,  6 ,  9, 11, 13, 14, and 15. The lrTE for the final 
event, number 15, is the square root of the variances of these events, which can 
be calculated as follows: 
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All the calculations necessary to perform an analysis of the project finishing 
ahead or behind the expected project duration of 81.3 days can be determined 
from the deviation equation. For example, it may be desired to determine the 
probability of the project finishing later than expected, i.e., later that 81.3 days. 
The probability of completing the project by the eighty-fourth day can be calcu- 
lated as follows: 

From Table 8-6, based on a deviation z of 0.663, the probability is 0.75. Thus, 
there is a 75% probability that the project will be completed by the eighty- 
fourth day. 

Other probability scenarios can be calculated. For example, the probability of 
the project finishing earlier than expected, such as in 78 days, can be calculated 
as follows: 

From Table 8-6, based on a deviation z of -0.811, the probability is 0.21. Thus 
there is only a 21% probability that the project will be completed by the seventy- 
eighth day. 

It may be desired to calculate the number of days to complete the project 
based on a 70% probability. This scenario can be calculated as follows. For a 
70% probability the value of z from Table 8-6 is 0.5333: 

T, = 83.5 days 

Thus, there is a 70% probability that the project will be completed by 83.5 days. 
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The following is a graphical plot of the probability versus the project duration. 
This curve provides the full range of probabilities for assessing the risks of fin- 
ishing the project ahead of or behind the expected duration of 81.3 days. 

Project Duration in Working Days 

This analysis is based on a a, for event 15 based on the critical path activi- 
ties. A full analysis is more complex if all near-critical paths are analyzed. For 
example, it is possible to have another path through the PERT diagram that is 
near critical, which would yield a shorter T, for event 15 and a higher value for 
a, due to larger variances in the activities in the non-critical path. 

SUCCESSORIPREDECESSOR RELATIONSHIPS 

The CPM diagram is a graphical representation that shows the sequencing of activ- 
ities in the project. The purpose of the CPM diagram is to model the logical flow of 
work, showing each activity and one or more activities that follow each activity. In 
the activity relationships, the preceding activity is called the predecessor activity 
and the following activity is called the successor activity. In a pure CPM network 
diagram a finish-to-start (F-S) relationship of each activity is assumed. That is, the 
preceding activity must be completed before starting the following activity. All the 
CPM diagrams and calculations presented earlier in this book are based on an F-S 
relationship of activities to depict a pure CPM logic network diagram. 

Most commercially available computer software programs for CPM provide activ- 
ity relationships other than F-S. These additional activity relationships include start- 
to-start (S-S), start-to-finish (S-F), and finish-to-fiish (F-F). The S-S relationship 
means the successor activity can start at the same time or later than the predecessor 
activity. The F-F relationship means the successor activity can finish at the same time 
as or later than the predecessor activity. The S-F relationship means the predecessor 
activity must start before the successor activity can finish. There is no practical appli- 
cation of the S-F relationship in the engineering and construction industry. It is pre- 
sented here just to show all possible successor/predecessor relationships. 

Delays in the relationship of one activity to another is defined by lag. Lag is the 
amount of time that an activity follows or is delayed from the start or finish of its 
predecessor. For example, an F-S relationship with a two-day lag means the start of 
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D=4days  D = 7 days 

Strip 
in Forms Forms 

a. Model with SuccessoriPredecessor with F-S = 3 days of lag 

* 

Cure Time Strip 
for Concrete Forms 

D =4days D = 3 days D = 7 d a y s  

b. Model without Successor/Predeccssnr Relationships 

FIGURE 8-15 
Comparison of CPM Diagrams with and without a Finish-to-Start (F-S) Successor/Predecessor 
Relationship. 

the successor activity cannot occur until two days after the finish of the predecessor 
activity. Lag can be assigned to any activity relationship, including F-S, F-F, S-S, 
and S-F. In addition, the lag can also be a negative number. Lead is the opposite of 
lag, which is the amount of time that an activity precedes the start or finish of its 
successor. Thus, the use of successor/predecessor relationships provides many op- 
tions for modeling the network logic to show constraints between activities and the 
sequential flow of work in the project. 

A model of the F-S with lag relationship is illustrated in Figure 8-15a. An alter- 
native of this model is shown in Figure 8-15b, which shows the same results with- 
out using the F-S with lag relationship. Thus, adding one intermediate activity 
between the successor and predecessor activities clearly produces the same results 
as the F-S relationship. 

The S-S relationship is used to overlap activities, allowing the successor activity 
to start before the predecessor activity is completed. To tie the finish of the prede- 
cessor activity to the successor activity, the F-F relationship is normally used to- 
gether with the S-S relationship. Figure 8-16a illustrates S-S and F-F with lag 
relationships between two activities. Figure 8-l6h is a model of the activities with- 
out the S-S and F-F relationships. Thus, for any CPM diagram the S-S and F-F ac- 
tivity relationships can be eliminated by adding additional activities. Although 
additional activities may appear as a disadvantage, the additional activities provide 
a clearer understanding of the sequence of work. 

As previously stated, there is no practical application of the S-F relationship in 
the engineering and construction industry. Some computer scheduling software 
packages do not allow the use of the S-F relationship. 

PROBLEMS USING SUCCESSOR/PREDECESSOR 
RELATIONSHIPS 

Successor/predecessor relationships between activities allow overlapping of con- 
current activities, thereby reducing the number of activities in CPM precedence di- 
agrams. However, misunderstandings, confusion, and serious problems have been 
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FIGURE 8-16 
Comparison of CPM Diagrams with and without a Start-to-Start (S-S) Successor/Predecessor 
Relationship. 

created by assigning successor/predecessor relationships to activities in the project 
schedule. Too often a good CPM schedule at the beginning of the project becomes 
a schedule that is incoherent and unmanageable due to successor/predecessor rela- 
tionships that are assigned to activities, particularly during schedule updates. 

In a pure CPM diagram, successor/predecessor activity relationships are not 
used. During the forward pass, the path that yields the largest early finish of the pre- 
ceding activities becomes the early start of the following activities. During the back- 
ward pass, the path that yields the smallest late start of the following activities is the 
late finish of the preceding activities. Thus, in a pure CPM diagram there are no 
questions regarding the start and finish times of activities. 

When successor/predecessor activity relationships are introduced into a CPM di- 
agram, the start, finish, and float times may be governed by the successor and pre- 
decessor relationships, which makes the calculations more complex. Using 
successor/predecessor activity relationships with positive or negative lag provides 
numerous opportunities to model the network logic, but it can also create numerous 
opportunities for creating errors, confusion, and misunderstandings in the project 
schedule. 

Figure 8-17 illustrates problems that can occur in calculating the start and finish 
dates when modeling multiple successor/predecessor activity relationships. Each 
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F - S = 3 d a y s  

DA = 4 days D g = 7 d a y s  f 
F - F = l S d a y s  

FIGURE 8-17 
Example of Multiple Successor/Predecessor Activity Relationships 

successor/predecessor path must be evaluated to determine start and finish times. A 
forward pass for the activities in Figure 8-17 shows Activity B can start as early as 
two days or as late as seven days after the start of Activity A, depending on the path 
chosen. Also, depending on the successor/predecessor path chosen, the early finish 
for Activity B is 9, 12, 14, or 19 days. Similarly, a backward pass will result in mul- 
tiple late starts and late finishes for these activities. All these multiple calculations 
can cause confusion and a lack of confidence in the project schedule. 

Figure 8-1 8 is a CPM diagram with successor/predecessor relationships of con- 
struction work related to foundation construction work. Figure 8-19 is a pure CPM 
diagram, without successor/predecessor activity relationships, for the same con- 
struction work. These figures are presented to illustrate the complexity of succes- 
sor/predecessor calculations. As shown in Figure 8-18, the early start of 10 days for 
Activity 30 is calculated by subtracting its duration from the latest early finish time. 
The largest early finish of Activity 30 is 16 days, which is governed by the F-F re- 
lationship between Activities 20 and 30. 

When multiple S-S and F-F relationships are used to relate the predecessor ac- 
tivity to its successor activities, the calculations of total and free float are very com- 
plex and require a close examination of the relation~hips. Using multiple 
relationships, it is possible to show activities that are critical, when they are really 
not critical. 

Areview of Figure 8-18 indicates that all the activities are critical, although that 
is not the case. Figure 8-19 is a pure CPM diagram for the same work shown in 
Figure 8-18. Figure 8-19 eliminates the S-S and F-F relationships by splitting ac- 
tivities to show the actual sequencing of work. As shown in Figure 8-19 much of 
the work is actually non-critical, compared to that of Figure 8-18. For example, the 
network of Figure 8-19 shows all formwork as critical, but most of the excavation 
work and placement of concrete is non-critical. A pure CPM diagram as illustrated 
in Figure 8-19 provides an accurate description of the work without raising ques- 
tions regarding starttfinish times, totallfree float, or critical path activities. Thus, 
a pure CPM diagram is recommended, rather than modeling with successor/ 
predecessor activity relationships. 

Unfortunately, there is no industry standard to define how to finalize the 
early~late starts and finishes using suc~essor/predecessors relationships with lags. 
Each computer software developer defines the algorithm used by his or her software 
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Successor/Predecessor Activity Relationships. (Note all activities appear critical.) 
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FIGURE 8-19 
Pure CPM Diagram without Successor/Predecessor Activity Relationships. (Double arrows de- 
note path of critical activities: 10, 20, 22,24,34, and 40.) 

to determine start and finish dates using successor/predecessor activity relation- 
ships. Since different software packages handle the calculations differently, it is 
possible to get different results in the schedule, depending on the software used, 
which creates problems in understanding and interpreting project schedules. There- 
fore, take extreme caution when using successor/predecessor activity relationships 
because serious problems can arise. To prevent these problems, a pure CPM dia- 
gram can be developed without successor/predecessor relationships by simply 
adding additional activities. Although additional activities may appear as a disad- 
vantage, adding additional activities provides a clear understanding of the sequence 
of work, thus preventing confusion and misunderstandings of the project schedule. 

The following examples are presented to illustrate calculations based on each of 
the successor/predecessor activity relationships, F-S, S-S, F-F, and S-F. These ex- 
amples show how each path must be carefully investigated to determine the start, 
finish, and float times. When the calculations are performed by computer software, 
it is possible to get project schedules that sometimes do not make logical sense. 
Thus, it is important to understand the calculations and be able to check the results 
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of computer outputs to ensure the results are presented as intended by the person 
who prepared the schedule as well as by the persons who will be interpreting and 
using the schedule. 

Example 8-2: Finish-to-Start Activity Relationships 

Calculate the start, finish, and float for each activity in the following CPM prece- 
dence network diagram. Activity C and E have an F-S relationship with a 5-day 
negative lag. The 5-day negative lag is equivalent to a 5-day lead, which means 
the finish of Activity C must occur no later than 5 days after the start of Activity 
E, given by the relationship: EF, 5 ES, + 5. The use of negative lags is not rec- 
ommended because they lead to much confusion with respect to the meaning of 
the relationship and the schedule as discussed in the following paragraphs. The 
following diagram and accompanying table show the early and late start, early 
and late finish, and the total and free float for each activity. 

Activity C rm 

For Activity C, the calculations for total and free float are: 

Activity f 2  TFc= =25-20 LF, - EF, =IS-20-(-5) 
FFc = ESB - EFc - Lag 

ES D EF = 5 days = 3 days 

Early Early Late Late Total Free 
Activity Duration start finish start finish float float 

"Denotes critical activities. 
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Based on the forward and backward pass calculations, the critical path is 
through Activities A, D, and F. Note the impact on the schedule and possible con- 
fusion due to the F-S relationship with five days of negative lag between Activ- 
ity C and E. The EF, is 20 days (governed by the equation EF, = ES, + D = 10 
+ 10 = 20). The EFc is not governed by the equation EF, 5 ES, + 5 = 18 + 5 
= 23 days, because the ES, is governed by 18 from the EF,. Also, a review of 
the diagram shows the preceding activity EF, = 20, which is greater than the fol- 
lowing activity ESE = 18, which is illogical. A computer schedule that shows the 
ES of a following activity to be earlier than the EF of a preceding activity will 
make no sense to workers in the field and will cause them to lose confidence in 
the schedule. 

Similar confusion exists for the free float of Activity C. The FF, is governed 
by the equation FF, = ESE - EF, - Lag = 18 - 20 - (-5) = 3 days. How- 
ever, a review of the diagram shows the EFc = 20, which is greater than the ESE 
= 18. Thus, the use of F-S relationships with negative lag is not recommended. 

Example 8-3: Finish-to-Finish Activity Relationships 

Calculate the start, finish, and float for each activity in the following CPM prece- 
dence network diagram. Activity C and E have an F-F relationship with a'lag of 
7 days. The following diagram and accompanying table show the early and late 
start, early and late finish, and the total and free float for each activity. 

Activity D 

10 20 
F - F = 7 d a y s  - Activity C 

10 10 20 

LS LF For Activity C, the calculations for total and free float are: 
I 

0 10 -- 
Activity A 

TFc= LFc - EF, ITc = LFn - LFc - Lag 
=20-20 =27-20-7 

ES D EF = 0 days = 0 days 

14 22 
- 

Activity B - 
0 10 10 10 8 18 
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Early Early Late Late Total Free 
Activity Duration start finish start finish float float 

'Denotes critical activities. 

Based on the forward and backward pass calculations, the critical path is 
through Activities A, C, E, and E Note that the free float of Activity C is gov- 
erned by the F-F relationship. 

Example 8-4: Start-to-Start Activity Relationships 

Calculate the start, finish, and float for each activity in the following CPM prece- 
dence network diagram. Activity C and E have an S-S relationship with a lag of 
10 days. The following diagram and accompanying table show the early and late 
start, early and late finish, and the total and free float for each activity. 

Activity C 

S -S= lOdays  

25 

Activity D 

0 10 

Activity A 

Activity u 

0 10 10 

For Activity C, the calculations for total and free float are: 

TFc= LF, - EF, FFc= ES, - ES,- Lag 
=20-20  =20-10-10  
= 0 days = 0 days 

10 X 18 20 5 25 25 5 30 
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Early Early Late Late Total Free 
Activitv Duration start finish start finish float float 

'Denotes critical activities 

Based on the forward and backward p a s  calculations, the critical path is through 
Activities A, C, D, E, and E Note the free float of Activity C is governed by the S-S 
relationship between Activity C and E. 

Example 8-5: Start-to-Finish Activity Relationships 

Although the start-to-finish relationship is seldom used, this example is pre- 
sented to illustrate the calculations for an S-F relationship with a lag of 7 days 
between Activity C and E. The following diagram and accompanying table show 
the early and late start, early and late finish, and the total and free float for each 
activity. 

For Activity C, the calculations for total and free float are: 

Activity r 3  TF,= =30-20 LFc - EFc = 2 3 1 0 - 5  
F&=EFE-Ek-Lag 

ES D EF = 10 days = 8 days 

Activity C 

0 10 25 30 

Activity A Activity R Activity E Activity F 

0 10 10 

10 I5 25 

10 8 18 18 5 23 25 5 30 
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Early Early Late Late Total Free 
Activity Duration start finish start finish float float 

'Denotes critical activities. 

Based on the forward and backward pass calculations, the critical path is 
through Activities A, D, and E 

QUESTIONS FOR CHAPTER &PROJECT SCHEDULING 

1 One of the obvious purposes of project planning and scheduling is to complete a project 
on time. Identify other benefits that can be derived from good project planning. Also de- 
scribe typical problems that can be prevented by good planning and scheduling. 

2 A list of activities that are required to complete a project is shown below. Draw a CPM 
precedence diagram for the project and calculate the project schedule. Provide the sched- 
ule in a tabular form, showing earlyfiate starts and finishes as well as the total and free 
float for each activity. Denote the critical path on the network. 

Activity Duration Cost Preceded by Followed by 

A 2 days $500 None 6, C, 0 
B 3 days $900 A E 
C 4 days $1,600 A F 
D 5 days $500 A G 
E 7 days $1,400 6 H 
F 7 days $1,500 C 1, L 
G 8 days $2.400 D J, K 
H 4 days $800 E L 
I 2 days $1,000 F N 
J 12 days $3,600 G M, 0 
K 5 days $2,000 G P 
L 6 days $1,200 F, H Q 
M 2 days $900 J N 
N 2 days $700 1, M S 
0 6 days $1,800 J R, T 
P 4 days $1,200 K T 
Q 4 days $2,000 L U 
R 4 days $1,600 0 S 
S 2 days $1,400 N, R V 
T 9 days $1,800 0, P V 
U 2 days $1,200 Q V 
V 3 days $300 S, T, U None 
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3 Perform a cost analysis based on an early start and late start schedule for the project in 
Question 2. Plot the S-curve for the early and late start costs. Show costs on the left-hand 
ordinate and percent costs on the right-hand. Along the abscissa, show the time in work- 
ing days and in percentage of project duration. 

4 Describe advantages and disadvantages of each of the two basic techniques of project 
scheduling: bar charts and CPM networks. Include situations most appropriate for each 
of the two techniques. 

5 Provide a brief summary of the responsibilities of the owner, designer, and contractor re- 
lated to project planning and scheduling. Des~ribe how the schedule of each party should 
be related, including the advantages and disadvantages of maintaining one common 
schedule for a project. 

6 Aproject manager is usually assigned the responsibility of either managing a single large 
project or many small projects at a time. Describe the different approaches to planning 
and scheduling that must be used by these two types of project managers. 

7 Describe the purpose and use of a coding system for activities in a CPM project sched- 
ule. Include factors that should be considered in the development of the coding system 
and describe how the coding system can relate to the work breakdown structure, organi- 
zational breakdown structure, and the cost breakdown structure. 

8 The data for the CPM diagram for a project are shown below. Perform a cost analysis for 
the project and present the results in tabular form showing the daily distribution costs on 
an early start, late start, and target schedule. Plot the three S-curves on one graph to show 
the results of your analysis. 

Activity Duration Cost Preceded by Followed by 

2 days 
3 days 
8 days 
6 days 
8 days 
9 days 

12 days 
5 days 
3 days 
2 days 
5 days 
1 day 
2 days 
2 days 
2 days 
4 days 
2 days 
7 days 
2 days 
1 day 
3 days 
5 days 

None 
A 
A 
A 
B 

C, D 
D 
D 
H 
E 

F, G 
G 
G, 1 
J 
L 
M 
N 

M 
N, R 

R 
0 

P, R 
Q 
R 
S 
T 
v 
U 
v 
v 

None 

9 The bar chart shown on the next page is the original baseline schedule for a project that 
must be completed in 25 working days. The schedule was developed without regard to 
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the distribution of labor on the project. The number of crews and the number of workers 
in each crew are shown for each activity. 
a Evaluate the allocation of labor by preparing a histogram of the distribution of labor, 

similar to Figure 8-13. 
b Assume that the completion date of 25 working days cannot be changed and that the 

start of Activity A and finish of Activity K cannot he changed. The start time for the 
remaining activities can be delayed a maximum of 2 days. Reschedule the project to 
reduce any irregularity in the distribution of labor, as illustrated in Figures 8- 13 and 
8-14. 

10 Below are the critical activities of a PERT diagram. The optimistic time (a),  most likely 
time (m), and pessimistic time (b) are shown at the bottom of each activity. Calculate the 
most likely time (t,) for each activity. What is the optimistic, pessimistic, and expected 
time for completing the project? What is the probability that this project can be com- 
pleted in 37 days? What is the probability that this project will be completed by the 
thirty-second day? For a 99% probability, what is the expected number of days for com- 
pletion? For a 1% probability, what is the expected number of days for completion? 

Adivily 
Number 

A 

B 

C 

D 

E 

F 

G 

H 

i 

J 

K 
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TRACKING WORK 

CONTROL SYSTEMS 

Effective project management requires planning, measuring, evaluating, forecast- 
ing, and controlling all aspects of a project: quality and quantity of work, costs, and 
schedules. An all encompassing project plan must be defined before starting a proj- 
ect; otherwise there is no basis for control. Project tracking cannot be accomplished 
without a well-defined work plan, budget, and schedule as discussed in the previous 
chapters of this book. 

The project plan must be developed with input from people who will be per- 
forming the work, and it must be communicated to all participants. The tasks, costs, 
and schedules of the project plan establish the benchmarks and check-points that are 
necessary for comparing actual accomplishments to planned accomplishments, so 
the progress of a project can be measured, evaluated, and controlled. 

At the end of any reporting period (N) ,  a project is expected to have achieved an 
amount of work (X) with a level of quality (Q) at a predicted cost (C). The objective 
of project control is to measure the actual values of these variables and determine if 
the project is meeting the targets of the work plan, and to make any necessary ad- 
justments to meet project objectives. Project control is difficult because it involves 
a quantitative and qualitative evaluation of a project that is in a continuous state of 
change. 

To be effective, a project control system must be simple to administer and easily 
understood by all participants in a project. Control systems tend to fall into two cat- 
egories; they are either so complex that no one can interpret the results that are ob- 
tained, or they are too limited because they apply to only costs or schedules rather 



than integrating costs, schedules, and work accomplished. A control system must be 
developed so information can be routinely collected, verified, evaluated, and com- 
municated to all participants in a project; so it will serve as a tool for project im- 
provement rather than reporting flaws that irritate people. 

Since the introduction of small personal computers in the early 1980s, the au- 
tomation of the concept of an integrated project control system has become widely 
discussed. Many papers have been written that describe different, but similar, 
approaches to integrated project control systems. Common among the approaches 
is development of a well-defined work breakdown structure (WBS) as a starting 
point in the system. The smallest unit in the WBS is a work package, which defines 
the work in sufficient detail so it can be measured, budgeted, scheduled, and 
controlled. 

The Critical Path Method (CPM) is used to develop the overall project schedule 
from the WBS by integrating and sequencing the work in accordance with the work 
packages. A coding system is designed that identifies each component of the WBS 
so information from the WBS can be related to the project control system. To con- 
trol costs the WBS is linked to the cost breakdown structure (CBS) by the code of 
accounts. Likewise, the WBS is linked to the organizational breakdown structure 
(OBS) to coordinate personnel to keep the project on schedule. A coding system al- 
lows sorting of information to produce a variety of reports that are subsets of the en- 
tire project. 

This general concept of project control was presented by the Department of En- 
ergy for federal and energy projects. Since that time, several modifications have 
been suggested to simplify the process of transferring information from the WBS to 
the CPM, linking the WBS and OBS to the coding system, and measurement of 
work accomplished. 

LINKING THE WBS AND CPM 

The work packages of the WBS provide the information necessary to develop a 
CPM logic network diagram. With a well-defined detailed WBS a single work 
package often becomes one activity on the diagram. However, sometimes it is nec- 
essary to combine several work packages into a single activity or to develop a sin- 
gle work package into several activities. The process of developing the CPM 
diagram requires good judgement with extensive involvement of key participants in 
the project. Although the level of detail should be kept to a minimum, all activities 
that may influence the project completion date must be included in the diagram. 

A CPM diagram for project scheduling and control can be classified as one of 
three types: design, construction, or engineering/procurement/construction (EPC). 
For each, the WBS defines the project framework for planning, scheduling, and 
control of the work. The level of detail of the CPM diagram depends upon the com- 
oleteness of the WBS. 

The products of design are production drawings and specifications. As discussed 
in Chapter 8, a bar chart is frequently preferred for scheduling individual design ac- 
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tivities. However, for effective scheduling control of the whole project a composite 
of the individual bar charts must be integrated into a CPM diagram that shows the 
interrelationship and sequencing of related work. Thus, a CPM diagram for design 
is often a summary level schedule. CII Publication 6-1, Project Control for Engi- 
neering, provides a good description of current industry practice of scheduling and 
control of design. 

CPM logic diagrams have been successfully used for scheduling and control of 
construction for many years. A detailed WBS can be developed as a cooperative ef- 
fort of the estimating, project control, and field operations management personnel. 
The estimate must be prepared so that costs, durations, and resources can be as- 
signed to work packages in the WBS. The work packages then become activities on 
the CPM diagram. The purchase and delivery of long lead-time material must also 
be included in the diagram. In addition, the work performed by subcontractors on 
the iob must be integrated with other work to form a complete integrated CPM dia- - 
gam. For large projects, a separate CPM diagram can be prepared for each individ- 
ual area of the oroiect; then a master CPM diagram can be developed that links the - - 
individual area diagrams. 

The CPM diagram for an EPC project must interface the design work packages 
with the procurement and construction activities. It is often best to develop separate 
individual working schedules for design, procurement, and construction. Then link 
the individual schedules into a summary EPC schedule that integrates the total sys- 
tem. It is imperative to sequence all related activities that may influence the com- 
pletion date of the project. 

To illustrate the linking of the WBS to the CPM, the WBS shown in Figure 9-1 
is used to develop the CPM diagram in Figure 9-2. This EPC project is an expansion 
of the design project presented in Chapter 8, to now include the procurement and 
construction activities. It is a service facility for maintenance operations and con- 
sists of site-work, on-site utilities, an employee's office building, and a maintenance 
building. To handle this project, the contracting strategy is to use in-house person- 
nel to design the on-site utilities, site-work, and the maintenance building. A sepa- 
rate contract is assigned for design of the employee's building. The maintenance 
building is denoted as Building A and the office building as Building B on the WBS 
and CPM. 

The contracting strategy for construction is to assign one contract to a heavy con- 
struction contractor to build all on-site utilities and site-work activities. Two build- 
ing contractors will be used, one for the office building and the other for the 
industrial maintenance building. The construction activities are limited on the EPC 
schedule but will be expanded into more detail by each construction contractor as a 
part of his or her contractual requirements. 

As shown in Figure 9-2, the appropriate design activities are directly linked to 
the procurement activities for materials and equipment. For example, the design of 
the overhead crane for Building A is followed by procurement and then construc- 
tion. Likewise, design of the elevator for Building B is linked to the respective pro- 
curement and construction activities. 
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FIGURE 9-1 
WBS for EPC of Service Facility Project. 
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CODING SYSTEM FOR PROJECT REPORTS 

A coding system can be developed that identifies each component of a project to al- 
low the sorting of information in order to produce a variety of reports for project 
monitoring and control. A code number can be assigned to each work item that iden- 
tifies a variety of information, such as, phase of project, type of work, responsible 
person, or facility of which the work item is a part. Table 9-1 is an illustrative ex- 
ample of a simple 4-digit coding system for the project shown in Figure 9-2. 



TABLE 9-1 
CODING SYSTEM FOR THE PROJECT IN FIGURE 9-2 

Digit I -Project phases 

0 Unassigned 
1 In-house engineering 
2 Contract design 
3 Vendor procurement 
4 Contract procurement 
5 Site-workconstruction 
6 Office Building 
7 Industrial building 
8 Unassigned 
9 Unassigned 

Code Number X X X X 
I - 5 1  
Digit 2 -Facilities Digit 3 -Disciplines Digit 4 -Team Members 

0 Unassigned 0 Unassigned 0 Unassigned 
1 Grading/subbase 1 Architectural I Tim Jones 
2 Concrete paving 2 Civil 2 Dan Mitchell 
3 Aggregate parking 3 Structural 3 Ron Thomas 
4 Stormwater sewer 4 Mechnnical 4 Fred Lewis 
5 Sanitary sewer 5 Electrical 5 Kathy Diehl 
6 Underground utilities 6 Landscape 6 Roy Hall 
7 Building A 7 Project engineering 7 Jim Daniel 
8 Building B 8 Unassigned 8 Unassigned 
9 Landscape 9 Unassigned 9 Unassigned 

L , < 
Y V 

WBS OBS 

Table 9-1 can be used to assign a code number that is unique to each activity in 
the CPM diagram of Figure 9-2 to link the WBS to the OBS and CPM. For exam- 
ple, Activity 95 (Design of Foundations and Structure for Building A) is assigned 
the code number of 1735. This code identifies the activity as the in-house structural 
engineering for Building A involving structural design that is the responsibility of 
team member Kathy Diehl. Table 9-2 is a list of the code numbers assigned to each 
activity in the project. 

Using the coding system of Table 9-1, a schedule report can be obtained for all 
structural work by selecting activities that have a 3 in the third digit of their code 
number. Similarly, all activities related to Building B can be obtained by selecting 
activities that have an 8 in the second digit of their code number. 

Multiple sorting of code numbers enables a project manager to obtain various 
levels of reports for project control. This can be accomplished even with a simple 
4-digit coding system as just described. For example, a report for all structural work 
for Buildings A and B can be obtained by sorting activity code numbers that have a 
code digit 3 equal to 3, and code digit 2 greater than 6 and less than 9. Thus, many 
types of sorts can be obtained by selecting combinations of code digits that are 
greater than, equal to, or less than a number. 

A coding system can also be designed using letters, rather than numbers. Using 
letters there are 27 characters that can be designated (one for each letter in the al- 
phabet), for each location in the code, instead of 10 numbers that can be designated 
for each digit in a pure numeric system. However, for computer applications it is 
more difficult to sort letters on a greater than, equal to, and less than basis, than it is 
for a numeric coding system. A combination alpha-numeric coding system can be 
designed using numbers in locations of the code that require sorting multiple capa- 
bilities and letters in locations where sorting is not required. 
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FIGURE 9-2 
CPM Diagram for EPC Project (continued on following page). 
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FIGURE 9-2 (Continued) 
CPM Diagram for EPC Project (continued from previous page). 
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TABLE 9-2 
EPC PROJECT ACTIVITY LIST 
EXAMPLE €PC MAINTENANCE FACILITY PROJECT 

CODE A C T N I T Y  nFSCRTPTION DURATION COST TEAM VZMBER 

PROJFST NOTICE APPROVAL 

DEVELOP WORK PLAN 

FORM PROJECT TEAM 

DESIGN CONPFACTOR'S WORK 

IN-HOUSE DESIGN WORK 

DESIGN BRIEFING MEETING 

PROJECT STTE-!riO$K DESIGP; 

ON-SITE U T I L l T I E S  DESIGN 

A/€ 33SIGN BUII.?TNG A 

FLOOX PIAN BUILDING B 
S I T E  GRADING PLAN 

STORMWATER DESIGN 

F L W R  PLAN BUILDING A 

FOUNDISTRUCT BUILDING B 

ARCH FINISHES RUT1,DTNG R 
MECHIELECT BUILDING B 

SUBBASE DESICN P1,AN 

SANlTARY SEWER DESIGN 

FOUNDISTRUCT RUT1,T)TNG A 

DESIGN REXIECV BUILDING B 

CONCRETE PAVING ROAnS 

DOMESTIC WATER SYSTEM 

NATITRAL GAS SYSTFM 

MECHIELECT BUILDING A 

SPECIAL OVERLOAD CRANE 

CONTRACT 3ESIGN COlPLETE 

CONCRETE PAVING PARKING/WALKS 

UNDERGROUNO ELECIRXCAL 

UNDERRRO-Un TELEPHONE -STEM 

BUILDING A DESIGN REVIW+l 

AGGREGATE SURFACING DESIGN 

U T I L I T I E S  DESIGN REVIEW 

F~CING/L.4NDSCAPE/IKRI~TION 
SITE~WORK DESIGN EEVIFW 
PRWECT DESIGN COMPLETE 
PROCURE BUILDING ELEVATORS 

500. TIM JONES 

12000. TIM JONES 

850. TIM JONES 

3000. DAN MITCHELL 

1500. RON THOMAS 

1200. DAN MI'IICBELL 

1400. RON THOMAS 

1200.  FF3D LWMIS 

1500.  KATHY DIEHL 

9900. DAN MITCHELL 

14003.  RON THOXAS 

2000. FRED L E d I S  

26000. KATHY DIEHL 

31200. DAN MITCHELL 

49500. DAN MITCHELL 

37300. DAN MITCHELL 

4000. RON THOMAS 

12000.  FRED LEWIS 

92700. KATW DIEHL 

8000. TIM JUNES 

12000. RON THOMAS 

9000. FRED LEWIS 

6000.  FRED LEWIS 

22200.  KATHY DIEHL 

10800.  K4THY DlEHL 

1000.  D.4N MITCHELL 

700C. RON THOMAS 

12000.  FRED LLWIS 

3000. FRED LEWIS 

5000. T I M  JONES 

6000. RON THOMAS 

1100.  T I H  JONES 
28000.  RON THOMAS 

7000.  T I E  JONES 

1000.  TTN .JONES 

95000. ROY HALL 

7000. ROY HAL: 

55000. ROY IiALL 
i n o o .  JIM DANIEL 

1500. J I M  D.WI3L 

1400. J I M  DANIEL 

195000. DAN LITCHELL 

R5000. RON THOMAS 

390000. FATHY DIEHL 

ZR5000. DAN MITCHELL 

225000. DAN MITCHELL 

22000. FRED LEWIS 

167000. L X T m  DIEHL 

192000.  KATHY DIEHL 

260030. DAN MTTCHELT. 

10500.  FRED L F d I S  

33200. FKED 1,FWIS 

185000. RON THOMAS 

175000. KATHY DIESL 

13203.  FRED LEWIS 

35000. RON THOMAS 

47000. FRED LEWIS 

76000.  RON THOME 

62000. RON THOMAS 

3500.  TIM JONES 

PROCURE CONTRACTORS' BIDS 
PROCURE OVERHEAD CRPS.F 

EMPWYEE'S OFFICE BUILDING B 

SITE-WORK/UTTT,ITTRS CONSTRUCTION 

INDUSTRIALIMAINTENANCE BLCG A 

FOUND/STPUCT WTIDTNC, B 

SITE-VnRR/GRADING/DMIN4GT 
POUND/STRIICm ROILDING A 

PLUMBING, HEAT, 6. AIR BLDG B 

ELECTRICAL/PHONF RUTLDING B 

STOFOWIATER/DR4lWAGE STRUCTU,RES 

ELECTRICAL! PHONE BUILDING A 

P L - W I N G .  HEAT. h AIR BLDG A 

SANITRRY SEWER SYSTEM 

COECRLTE PAVIKG ROADS h DRIVES 

ARCH FINISHES B31LDING A 

WMESTIC WATER SYSTEM 

CONCRETE PAF.KING h WWRLWAYS 

LlNDERGI(OUND ELECT h ?HONE 

CPUSHED AGGREGATE PARKING 
LRNDSCAPE TREES/PLANTS/GRASS 

FINAL INSPECTION h APPROVAL 



CHAPTER 9: TRACKING WORK 193 

CONTROL SCHEDULES FOR TIME AND COST 

The CPM network diagram shows the sequencing of activities that represent the 
work packages identified by the WBS. The expected time and cost that is required 
to perform each activity can be obtained from the work packages of the WBS in or- 
der to establish the parameters for control of cost and time. For each activity of the 
EPC project shown in Figure 9-2, Table 9-2 provides the cost and duration along 
with the team member who is responsible for the activity. These costs and durations 
are directly related to the WBS, and their expenditure is directly related to the work 
that is produced. To measure the progress of the project, the actual costs and dura- 
tions are compared to these control costs and durations. 

The total cost for the project includes the direct costs (from the previous para- 
graph) plus indirect costs, contingency reserve, and profit. A CBS for the project in- 
cludes all these costs. However, only the direct costs that are tied to the WBS are 
used for project control purposes to manage the accomplishment of work. Indirect 
costs include support personnel, equipment, and supplies that are not directly 
chargeable to the project. The cost of insurance, bonds, general office overhead, 
etc., are also excluded from the project control system for monitoring costs and 
managing work because these items are fixed at the beginning of the project and 
they are independent of the work accomplished. The management of these costs is 
generally a function of the accounting department, because the project manager and 
his or her team usually do not have control of these costs. These costs are typically 
distributed over a specified period of time and will expand or contract with the 
schedule. 

A good description of the relationship between engineering CBS and WBS is 
provided in CII Publication 6-1, Project Control for Engineering. Figure 9-3 is an 
example from the publication that illustrates a total engineering budget matrix. The 
CBS includes all elements in the budget matrix that have been given a dollar 
amount. The total dollar value of all the elements is the total engineering budget. 
The WBS for the project consists of budget items from the CBS for tasks that pro- 
duce deliverables: design calculations, drawings, and specifications. 

For the example of Figure 9-3, the functions that are chosen for work control are 
shaded in the matrix and are design and drawings, specifications, procurement sup- 
port, and field support. The detailed WBS would be expanded from these budget 
items into areas, systems, and subsystems that define the total project. For example, 
the deliverable to be produced by the electrical would be a drawing list that included 
all drawings for electrical work. The number of work-hours (WH) for each drawing 
and the number of WH of calculations that are required to produce the drawings 
would represent the budget. 

The schedule for the work is the total time to produce the final drawings, includ- 
ing the overlap of design calculations and design drafting. As discussed in Chapter 
8 most engineers prefer a bar chart for scheduling individual design tasks. However, 
for project control the individual bar charts must be developed into activities on the 
CPM diagram for the total project schedule. The start and finish of each activity 
of the CPM engineering design schedule is a composite of all tasks of the work 
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package. The following illustrates the evaluation of overlapping tasks of the work 
package to determine the duration of an activity on the CPM diagram. 

Tasks of Work Package Duration 
Project Engineering 7 days 
Elechical Engineering 19 days 
CADD Operator 8 days 
Total Budgeted Days = 34 days 

Project Engineering 
Electrical Engineering 

CADD Operator 

for CPM scheduling 

CII Publication 6-4, Contractor Planning for Fixed-Price Construction, provides 
a good description of the relationship of the CBS and WBS for construction. Figure 
9-4 is an example from the publication that shows the WBS is the direct cost por- 
tion of the CBS. The WBS includes work that is budgeted, scheduled, and con- 
trolled. The estimate should be prepared in the same organizational format as the 
WBS. The quantity takeoff from the plans and specifications is used as the basis for 
direct labor, material, and equipment costs. The cost estimate should also consider 
the method of construction and the sequencing of work for development of the pmj- 
ect schedule. 

The general superintendent who will be responsible for the project on the con- 
struction job-site must be involved in developing the detailed construction schedule. 

L -   ow ever, during the early stages of project development it is often necessary to de- 
velop a construction schedule before the construction contractor has been identified. 
For this type of situation, the initial CPM diagram for consbuction must be devel- 
oped without excessive constraints in the sequencing of activities. The CPM sched- 
ule should show the sequencing of major areas of the project and identify the 
general flow of work. Then, prior to construction, a detailed CPM diagram can be 
developed by the construction personnel who will actually perform the work. 

A construction contractor usually performs some work with direct-hire (force ac- 
count) personnel and contracts portions of the work to one or more subcontractors. 
Since many subcontractors do not have an elaborate project control system, the as- 
signment of work to a subcontractor should be a work package that has a scope of 
work, budget, and schedule that is defined in sufficient detail so the subcontractor's 
responsibilities and duties are clearly understood. The subcontract work package 
must be compatible with the WBS; otherwise there is no basis for control. 

Milestone dates that are required for the start and completion of each subcon- 
tractor's work should be clearly defined, including any hold in work that may be 
necessary in order to schedule the work of other subcontractors. Each subcon- 
tractor is an independent company and not an employee of the general contractor. 
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However, each subcontractor's work must be included in the total project schedule 
since the work of any one contractor usually affects the work of other contractors on 
the job, which can impact the completion date of the project. 

The unsuccessful procurement of material is a common source of delays during 
construction. A procurement plan must be included in the project schedule to guide 
the purchase of contractor furnished materials. Although the contractor generally 
obtains most of the material as a part of his or her construction contract, many proj- 
ects require the procurement of special material and equipment that is unique to 
the project. Also, the owner may procure equipment or bulk materials that will 
be installed by the construction contractor. The project schedule should identify 
and sequence all activities that can impact the delivery of special equipment and 
material. 

The previous sections presented the list of activities, costs, durations, and coding 
system for the EPC project shown in Figure 9-2. The preparation of this data pro- 
vides the base for a project monitoring and control system. For example, to evalu- 
ate the engineering design phase of the project, an S-curve, see Figure 9-5, can be 
produced that shows the distribution of costs for all design work. This curve is ob- 
tained using the coding system of Table 9-1, by selecting all activities in which the 
first digit of their code is greater than zero and less than 3. 
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FIGURE 9-4 
WBS vs. CBS. 
Source: Construction industry Institute, Publication No. 6-4. 
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FIGURE 9-5 
S-Curve for All Design Work (Sort by Code Digit 1 Greater Than 0 and Lws Than 3). 

Additional reports can be computer generated as discussed in Chapter 8. For ex- 
ample, Figure 9-6 shows the graph of daily cost for all in-house engineering design. 
It can be obtained by selecting all activities that have a I in the first digit of their 
code number. A similar curve can be obtained for work-hours which would show 
the personnel requirements needed to perform the work. 

Table 9-3 is a partial listing of the project control schedule for all activities in the 
project. Only the first and last portion of the total schedule is shown to illustrate the 
type of information that can be obtained for all the 60 activities in the total project. 
Critical activities are those activities that have zero float time and are denoted by the 
letter "C" at the left of the activity number. Major milestone events are also noted 
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FIGURE 9-6 
Distribution of Daily Costs for All In-House Design Work. 

on the schedule. This schedule is a summary-level schedule report that integrates 
engineering, procurement, and construction. 

Table 9-4 is a monthly cost schedule for the entire project. The distribution of 
costs are shown on an early start, late start, and target basis. The percentage-time 
and percentage-cost distribution are shown in the two rightmost columns. There is 
a non-linear distribution between costs and time. For example, at the end of the 
sixth month, which represents 33.0% of the time of completion, only 17.9% of the 
costs are anticipated to he expended. However, at the end of the eleventh month, 
64.1% of the time, 54.3% of the costs are expected to be expended. 
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TABLE 9-4 
MONTHLY COST DISTRIBUTION FOR ALL ACTIVITIES IN THE PROJECT 
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RELATIONSHIPS BETWEEN TIME AND WORK 

Measurement of design work is difficult because design is a creative process that in- 
volves ideas, calculations, evaluation of alternatives, and other tasks that are not 
physically measurable quantities. Considerable time and cost can be expended in 
performing these tasks before end results such as drawings, specifications, reports, 
etc., which are measurable quantities of work, are ever seen. 

The measurement of design is further complicated because of the diversity of 
work. For example, all the design calculations may be complete, half of the draw- 
ings may be produced, and yet only one-fourth of the specifications may be written. 
For this situation it is difficult to determine how much work has been accomplished 
because the work that is produced does not have a common unit of measure. Be- 
cause of this, a percentage of completion is commonly used as a unit of measure of 
design work. The criteria for determining the percent complete for measuring work 
must be developed and confirmed in writing with the project team members prior to 
commencing design. This provides a common basis for the monthly evaluation of 
progress. 
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A weighting multiplier can be assigned to design tasks to define the magnitude 
of effort that is required to achieve each task. The sum of the weighting factors is 
1.0, which represents 100% of the total design effort. The determination of each 
weight should be a joint effort between the project manager and the designer who is 
responsible for performing the work. This should be done before starting work. 

A significant amount of overlap work is necessary during the design process. For 
example, initial drafting normally starts before the design calculations are finished. 
Likewise, final calculations are often not complete before the final production draw- 
ings are started. The project manager and his or her team members can jointly de- 
fine the overlap of related work to show the timing of tasks throughout the duration 
of a project.  able 9-5 is an illustrative example that lists work items. weight multi- 
plier, and estimated timing for each task required in a design effort. Further division 
of weight multipliers within each category may also be necessary. 

The information in Table 9-5 is provided for illustrative purposes only. Because 
each project is unique, it is necessary to define the weight multipliers that are ap- 
propriate for each individual project. The timing of design work depends upon the 
availability of personnel. This information can be compiled from a summary of the 
individual design work packages. 

To manage the overall design effort a workttime curve can be developed from the 
information in Table 9-5, see Figure 9-7. The upper portion of Figure 9-7 is a series 
of graphs that represent each design task individually, arranged in the order of oc- 
currence. The slope of each graph is the ratio of the weight multiplier to the time re- 
quired for the work to be performed. The lower portion of Figure 9-7 is the 
worldtime curve for the entire design effort and is obtained by a composite, super- 
position of the individual graphs. This curve represents the planned accomplishment 
of work and serves as a basis of control for comparison of actual work accom- 
plished. It can be superimposed onto the timetcost S-curve that was discussed in the 
preceding section. This forms the overall integrated cost~scheduletwork curve that 
is discussed later in subsequent sections of this chapter. 

Construction involves many types of different work that have different units of 
measure, such as, cubic yards, square feet, pounds, or each. Thus, it is convenient to use 
percentage as a unit of measure for management and control of overall construction. 

TABLE 9-5 
ILLUSTRATIVE WEIGHT MULTIPLIERS FOR DESIGN WORK 

Design work 
Weight Project 

multiplier timing 

Review backup material 0.05 0%- 10% 
Design calculations D.10 10%- 25% 
Initial drafting 0.25 15%- 45% 
Final calculations 0.20 35%- 60% 
Production drawings 0.30 50%- 90% 
Drawing approval 0.10 90%-100% - 

1 .oo 
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FIGURE 9-7 
WorWime Relationship for All Design Work. 
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The procedure used for measurement of design can also be applied to construc- 
tion. For example, a project may consist of three major facilities; site-work, a con- 
crete office building, and a preengineered metal building. A weight multiplier can 
be applied to each of the three major facilities, along with their planned sequence of 
occurrence (reference Table 9-6). 

Table 9-6 only lists three major parts of the project. A more accurate definition of 
the planned work can be achieved by dividing each of the major facilities into 
smaller components. For example, site-work can be divided into grading, drainage, 
paving, landscaping, etc. Likewise, each of the two buildings can be divided into 
smaller components. Regardless of the level of detail of the project, the sum of all 
the weight multipliers would be equal to 1.0, to represent 100% of the project. The 
weight and timing of each major facility is established by key participants of the 
project team, before starting construction, to serve as a basis of control during 
construction. 

Figure 9-8 shows the composite of the planned accomplishment of work. The up- 
per portion of Figure 9-8 is a graphical display of the overlap and sequence of each 
of the three major facilities. The lower portion is the integrated workltime curve for 
the entire project and is obtained by a composite superposition of the three individ- 
ual graphs of each major facility. 

The procedure is a top level summary of all facilities in the total project. This 
same procedure can be used for each facility, or parts of a facility, depending upon 
the complexity of the project and the level of control that is desired by the project 
manager. 

At the lowest level it may be possible to use a unit of measure of work that can 
be physically measured at the job-site, rather than using a percentage. For example, 
"wire pulling" can be easily measured in linear feet or "concrete piers" can be mea- 
sured in cubic yards. However, some precautions must be used when physical quan- 
tities are used to represent work in place of a percentage. To illustrate, the 
construction of concrete piers involves drilling, setting steel, and placement of con- 
crete. For a project that has 18 piers, a progress report may show all piers drilled, 
steel set in 9 piers, and concrete placed in 3 piers. If cubic yards is the only measure 
of control, only 3 of the 18 piers would be reported as complete, which would not 
include the drilling and steel work that is accomplished. For this situation, a weight 
multiplier system must be developed to account for each task that is required to 

TABLE 9-6 
ILLUSTRATIVE WEIGHT MULTIPLIER FOR 
CONSTRUCTION 

Weight Project 
Facility multiplier timing 

Site-work 0.25 0%- 35% 
Concrete building 0.40 15%- 75% 
Metal building 0.35 - 65%-100% 
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FIGURE 9-8 
Work/Tirne Relationship for Construction of the Entire Projed. 
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construct the piers. As previously discussed the sum of all weights must equal 1.0 to 
represent 100% of the work. 

INTEGRATED COSTISCHEDULWORK 

Experienced project managers are familiar with the problems of using only partial 
information, such as only costs or time to track the status of a project. To illustrate, 
half of a project budget may be expended by the mid-point of the scheduled dura- 
tion, but only 20% of the work may be accomplished. A monitoring of only time 
and cost would indicate the project is going well; however, upon completion of the 
project there would likely be a cost overrun and a delay in schedule because the 
measurement of work was not included in the project control system. Thus, a proj- 
ect manager must develop an integrated cost/schedule/work system which provides 
meaningful feedback during the project rather than afterwards. The status of a proj- 
ect can then be determined and corrective actions taken when corrections can be 
made at the least cost. 

The preceding section? presented the relationships of costltime and workltime for 
project control. However, evaluating these relationships separately does not provide 
an accurate status of a project. A cost/schedule/work graph can be prepared that 
shows the integrated relationship of the three basic components of a project: scope 
(work), budget (cost), and schedule (time). Figure 9-9 is a graph that links costs on 
the left-hand ordinate, time on the abscissa, and work on the right-hand ordinate. 
The upper curve is simply the costltime S-curve that has been discussed in previous 
sections of this book. The lower worldtime curve shows the relationship between 
work and time throughout the duration of the project. Thus, the graph is simply a 
composite overlay of the information previously presented. 

The unit for costs is dollars and the unit for schedule is days, which are easily de- 
termined units of measure for any type of project. The unit of measure for work is 
represented as a percentage which provides a common base for all parts of the proj- 
ect. As previously discussed, a project may have three types of buildings: concrete, 
steel, and wood frame. An appropriate unit of measure for work would be cubic 
yards for the concrete building, pounds of steel for the steel building, and board feet 
of lumber for the wood frame building. However, since it is not possible to add cu- 
bit yards to pounds or board feet, percent is a dimensionless unit of measure that 
can conveniently be used to represent work. 

Although percentage provides a common unit of measure for work, a multiplier 
is necessary to define the distribution of work for each part of the project. For ex- 
ample, the project with three building? of the previous paragraph may use a multi- 
plier of 45% for the concrete structure, 35% for the steel structure, and 20% for the 
wood structure which when combined, represents 100% for the total project. Fac- 
tors that may be considered for determining the multiplier include work-hours, 
costs, andlor the time to complete the work. The multiplier that is selected involves 
both a quantitative and qualitative evaluation of the project, based upon good judge- 
ment, and should be determined as a joint effort by key participants of the project 
team. 
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FIGURE 9-9 
Integrated Cost/Schedule/Work Graph. 

The actual cost and work accomplished can be superimposed onto the curves to 
compare with the planned cost and work in order to determine the status of the proj- 
ect; see Figure 9-10a. For this example the actual accomplished work curve is 
below the planned work curve, which shows a schedule slippage. For the same re- 
porting period there is a cost overrun as noted on the upper curve of the graph. Thus, 
there is a schedule slippage and cost overrun for the reporting period. Other scenar- 
ios are possible as illustrated in Figure 9-lob to 9-10d. 

An integrated cost/schedule/work graph provides a good summary level report 
for the status of the overall project. Lower level graphs, that is, the concrete build- 
ing only, can be prepared to evaluate the status of a part of the total project. Thus, 
multiple graphs can he developed, depending upon the complexity of the project 
and the level of control desired by the project manager. 

PERCENT COMPLETE MATRIX METHOD 

A very simple technique for determining the overall status of a project is the percent 
complele matrix method. It can be used for any size project and only requires a min- 
imal amount of information that is readily available in the work packages. The over- 
all status can be measured as a percent complete matrix, based upon the budget for 
each work package in a project. The budget can be measured as any one of three 
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Under Budget and behind Schedule. 
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variables: cost, work-hours, or physical quantity of work. To describe this method, 
only cost is used in the following paragraphs;,however, the method can be just as 
easily applied to work-hours or physical quantities of work. There may be times 
when a project manager may wish to use 21 three measures to determine the status 
of a project. 

The percent complete matrix method requires only two input variables for each 
work package: estimated cost and percent complete. A spreadsheet can be devel- 
oped on a small microcomputer that contains six pieces of information from the 
work package for a given area (see Figure 9-11). Formulas in the spreadsheet cal- 
culate the "percent unit" and "percent project" based on the "estimated cost" that is 
entered for each work package. Likewise, formulas in the spreadsheet calculate the 
"cost to date" and "percent complete project" based on entry of the second input 
variable, "percent complete." 

Figure 9-12 is a spreadsheet that illustrates the percent complete matrix method 
for a project that consists of five buildings. Each building is defined by four sum- 
mary level components: foundation/stmctural, mechanical/electrical, finisheslfur- 
nishings, and special equipment. The "total cost" and "percent of project" for each 
building are shown in the righthand two columns of the spreadsheet. The total cost 
of all buildings in the project represents the total project budget, $240,000. Formu- 
las in the spreadsheet calculate the "total cost" of each component in the project. For 
example, $81,000 represents the budget costs for all structural work. 

The summary level components of each building contain the six pieces of infor- 
mation from the work package discussed in Figure 9-11. For example, the work 
packages for Building A structural is $15,000, which represents 30% of Building A 
and 6% of the total $240,000 project budget. Upon entry in the spreadsheet of 70% 
complete for Building A, the formulas automatically calculate the $10,500 "cost to 
date" and the 4%, which represents the percent complete for the total project. The 
only entry required to obtain the project status is the cell of "%-complete," the en- 
try highlighted by an underline in the spreadsheet illustrated in Figure 9-12. 

1 Variable Input by User* 1 Estimated CostlTotsl Project Cost 1 

FIGURE 9-11 
Work Package Information and Spreadsheet Formulas for %-Complete Matrix. 
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FIGURE 9-12 
Percent Complete Matrix for Project. 

TOTAL PERCENT 
COST TOTAL 

5 50000. 21.96 

$ 90000. 38,s 

$ 20000. 8.% 

$ 10000. 4.% 

$ 70000. 29,s  

$240000. loo.% 

$ 30750. 13.96 

FAClLlPl 

BUILDING A 

BUILDING B 

BUILDING C 

BUILDING D 

BUILDING E 

SUM EST & %-PROJ 

SUM COST TO DATE 
&SUM %-COMPLETE 

SPECIAU 
EQUIPMENT 

ESTIMATED PERCENT 
COST UNIT 

PERCENT PERCENT 
COMPLETE PROJECT 

COSTTO %-COMPLETE 
DATE TOTAL 

$17000. 34.% 
0.56 7.% - 
0. 0.2'0 

$33000. 37.% 
O.% 14.% - 
0. O.% 

$ 5000. 25% 
O.% 2.% - 
0. O.% 

5 7000. 70.% 
O.% 3.% - 
0. O.% 

$ 0. O.% 
O.% O.% - 
0. O.% 

562000. 26.% 

0. O.% 

FOUNDATION1 
STRUCTURAL 

ESTIMATED PERCENT 
COST UNIT 

PERCENT PERCENT 
COMPLETE PROJECT 

COST TO %-COMPLETE 
DATE TOTAL 

$1 5000. 30.% 
70.% 6 %  - 

$10500. 4.% 

$25000. 28.K 
10.9. lo.% - 

5 2500. 1 .% 

5 8000. 40.% 
100% 3.?* - 

$ 8000. 3.% 

$ 2000. 20.% 
1 OO.% 1 .Oh - 

$ 2000. 1 .% 

$31000. 44.x 
5.70 13% - 

$ 1550. 1.90 

$81000. 34.% 

$24550. lo.% 

MECHANICAU 
ELECTRICAL 

ESTIMATED PERCENT 
COST UNIT 

PERCENT PERCENT 
COMPLETE PROJECT 

COST TO %-COMPLETE 
DATE TOTAL 

5 8000. 16.% 
35.% 3.% - 

5 2800. I.% 

$ 9000. lo.% 
O.% 4.% - 

$ 0. O.% 

$ 3000. 15.% 
SO.% 1 .% - 

5 2400. 1 .% 

5 1000. 1 .% 
1 OD.% O.% - 

5 1000. O.% 

$1 8000. 26.% 
0.56 8.% - 
0. O.% 

$79000. 16.% 

5 6200. 3.% 

FINISHES1 
FURNISHINGS 

ESTIMATED PERCENT 
COST UNIT 

PERCENT PERCENT 
COMPLETE PROJECT 

COSTTO %-COMPLETE 
DATE TOTAL 

$10000. 20.% 
O.% 4.% - 
0. O.% 

$23000. 26,s 
O.% lo.% - 
0. O.% 

5 4000. 20.% 
O.% 2.% - 
0. O.% 

$ 0. 0 %  
0,s 0.70 - 
0. O.% 

$21000. 30.90 
0.X 9,% - 
0. O.% 

$58000. 24.% 

0. 0 % 
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As entries are made for each work package in the matrix, the total values for each 
component in the project are calculated at the bottom of the spreadsheet. For exam- 
ple, all the "cost to date" values in the vertical column under the heading of struc- 
tural work sums to $24,550, which represents 10% of the total project. Similarly, 
formulas in the spreadsheet sum all the total cost values of each component in the 
bottom horizontal row to calculate the total project cost to date of $30,750, which 
represents 13% complete for the entire project. This percentage can be used for the 
evaluation of the integrated cost/timelwork graphs that were discussed in the pre- 
ceding section. 

PROGRESS MEASUREMENT OF DESIGN 

The percentage completion of a single activity can usually be determined by one of 
four systems: Units Completed, Incremental Milestone, StartlFinish Percentages, or 
Ratio. The Units Completed method may be suitable for writing specifications, pro- 
vided that each part of the specifications can be considered as having equal effort of 
work. The measurement of work can be determined as a percentage that is calcu- 
lated by dividing the number of specifications completed by the total number of 
specifications that are to be produced. 

The Incremental ~ i l e s t o i e  method is appropriate for measurement of production 
drawings or procurement activities that consist of easily recognized milestones. The 
following are typical examples of measurement of production for de- 
velopment of production drawings and procurement. 

Pmduction drawings 

Start drafting 0% 
Drawn, not checked 20% 
Complete for office check 30% 
To owner for approval 70% 
First issue 95 % 
Final issue 100% 

Pmcurernent 

Bidders list developed 
Inquiry documents complete 
Bids analyzed 
Contract awarded 
Vendor drawings submitted 
Vendor drawings approved 
Equipment shipped 
Equipment received 

The Startpinish Percentage method is applicable to those activities that lack 
readily definable intermediate milestones, or the effort and time required is difficult 
to estimate. For these tasks 20% to 50% is given when the activity is started and 
100% when finished. A percentage is assigned for starting to account for the long 
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time between the start and finish when no credit is being given. This method is ap- 
propriate for work such as planning, designing, model building, and studies. It can 
also be used for specification writing. 

The Ratio method is applicable to tasks such as project management or project 
control that are involved throughout the duration of the project. Such tasks have no 
particular end product and are estimated and budgeted on a bulk allocation basis, 
rather than on some measure of production. It can also be used on tasks that are ap- 
propriate for the stadfinish method. The percent complete at any point in time is 
found by dividing hours (or costs) spent to date by the current estimate of hours (or 
costs) at completion. 

Percent complete may be determined by one of the above described methods. 
Earned-value techniques can be used to summarize overall work status. The earned 
value of any one item being controlled is 

Earned work-hours = (Budgeted work-hours) X (Percent complete) 

Budgeted work-hours equal original budget plus approved changes. 
Overall percent complete of the project or of a work package can be calculated as 

Sum of earned work-hours of tasks included 
Percent complete = 

Sum of budgeted work-hours of tasks included 

Trends can be tracked through various indices, such as the Cost Performance In- 
dex (CPI) and the Schedule Performance Index (SPI). The CPI provides a compar- 
ison of the number of work-hours being spent on work tasks to the hours budgeted 
and is an indicator of productivity. The equation for CPI is 

Sum of earned work-hours of tasks included 
CPI = 

Sum of Actual work-hours of tasks included 

For the above to be a true indicator of productivity, only those tasks for which budg- 
ets have been established should be included in summations. If for some reason 
there is no budget for an item and people are working on that item, the project man- 
ager should prepare a change order for out of scope work. All actual work-hours 
need to be properly reported to establish accurate historical records for subsequent 
projects of a similar nature. 

The SPI relates the amount of work performed to the amount scheduled to a point 
in time. The equation for SPI is 

Sum of earned work-hours to date 
SPI = 

Sum of scheduled work-hours to date 

Scheduled work-hours in the above equation are summarized from the task schedules. 
In both the CPI and SPI equations, an index of 1.0 or greater is favorable. Trends 

can be noted by plotting both "this period" and "cumulative" CPI and SPI values on 
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a graph. While the SPI for the total project, or for a work package, is somewhat of 
an indicator of schedule performance, it only compares volume of work performed 
to volume of work scheduled. There can be an SPI in excess of 1.0 that can still be 
in danger of not meeting milestones and final completion dates if managers are ex- 
pending effort on non-critical activities at the expense of critical activities. The SPI 
does not show that work is being completed in the proper sequence. Thus, as part of 
schedule control, the schedules of all included tasks in each work package must be 
regularly examined so that any items behind schedule can be identified and correc- 
tive action taken to bring them back on schedule. 

MEASUREMENT OF CONSTRUCTION WORK 

A construction project requires completion of numerous tasks, beginning with ini- 
tial clearing and site-work through the final punchlist and cleanup. Throughout the 
duration of a project there must be a systematic reporting of the progress of work for 
each part of the project. The following paragraphs describe six methods for meas- 
uring progress during construction: Units Completed, Incremental Milestone, 
StartFinish, Supervisor Opinion, Cost Ratio, and Weighted Units. The system that 
is selected depends upon the nature and complexity of the project and the desired 
level of control by the project manager. Each of the six methods may be used on a 
given project. 

The U.S. Departments of Defense and Energy have established what is known as 
the Cost and Schedule Control Systems Criteria (C/SCSC) for control of selected 
federal projects. While intended primarily for high-value, cost-reimbursable re- 
search and development projects, it may be applied to selected construction proj- 
ects. Various methods for measuring the status of a project that have become 
common usage in the construction industry are described in C/SCSC. 

The Units Completed method of measuring progress during construction is ap- 
plicable to tasks that are repetitive and require a uniform effort. Generally, the task 
is the lowest level of control so only one unit of work is necessary to define the 
work. To illustrate, the percent complete for installation of wire is determined as a 
percentage, by dividing the number of feet installed by the total number of feet that 
is required to be installed. 

The Incremental Milestone method is applicable to tasks that include subtasks 
that must be handled in sequence. For example, the installation of a major vessel in 
an industrial facility may include the sequential tasks as shown below. Completion 
of any subtask is considered a milestone, which represents a certain percentage of 
the total installation. The percentage may be established based upon the estimated 
work-hours to accomplish the work. 

Received and inspected 15% 
Setting complete 35% 
Alignment complete 50% 
lnternals installed 75% 
Testing complete 90% 
Accepted by owner 100% 
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The StartlFinish method is applicable to tasks that do not have well-defined in- 
tennediate milestones or for which the time required is difficult to estimate. For ex- 
ample, the alignment of a piece of equipment may take a few hours to a few days, 
depending upon the situation. The workers may know when the work will start and 
when it is finished, but never know the percentage completion in between. For this 
method, an arbitrary percent complete is assigned at the start of the task and a 100% 
complete is assigned when it is finished. A starting percentage of 20% to 30% might 
be assigned for tasks that require a long duration, while 0% may be assigned for 
tasks with a short duration. 

The Supervisor Opinion method is a subjective approach that may be used for 
minor tasks, such as construction support facilities, where development of a more 
discrete method cannot be used. 

The Cost Ratio method is applicable for administrative tasks, such as project 
management, quality assurance, contract administration, or project control. These 
tasks involve a long period of time or are continuous throughout the duration of the 
project. Generally these tasks are estimated and budgeted as lump-sum dollars and 
work-hours, rather than measurable quantities of production work. For this method 
the percent complete can be calculated by the following equation. 

Actual cost or work-hours to date 
Percent complete = 

Forecast at completion 

The Weighted Units method is applicable for tasks that involve major efforts of 
work that occur over a long duration of time. Generally the work requires several 
overlapping subtasks that each have a different unit of measurement of work. This 
method is illustrated by the structural steel example shown in Figure 9-13. A com- 
mon unit of measure for steel is tons. A weight is assigned to each subtask to repre- 
sent the estimated level of effort. Work-hours is usually a good measure of the 
required level of effort. As quantities of work are completed for each subtask, these 
quantities are converted into equivalent tons and percent complete is calculated as 
shown in Figure 9-13. 

As presented in the previous paragraphs, there are many ways of measuring 
progress of work for each task in a project. After determining the progress of the 
different work tasks, the next step is to develop a method that combines the diifer- 
ent work tasks to determine the overall percent complete for the project. The 
earned-value system can used to define overall percent complete for the entire proj- 
ect. Earned value can be linked to the project budget, which is expressed as work- 
hours or dollars. For a single account, the earned value can be calculated by the 
following equation. 

Earned value = (Percent complete) X (Budget for that account) 

A budgeted amount is "earned" as a task is completed, up to the total amount in that 
account. For example, an account may be budgeted at $1 0,000 and 60 work-hours. 
If the account is reported as 25% complete, as measured by one of the previously 
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Wt. Subtask 
Quan Equiv Quantity Earned 

UIM total steel ton ta-date tons+ 

Run foundation bolts 
Shim 
Shakeout 
Columns 
Beams 
Cross-braces 
Girts & sag rods 
Plumb B align 
Connections 
Punchlist 

each 
% 
% 

each 
each 
each 
bay 
% 

each 
% 

1.00 STEEL 

-- -- 

TON 520.0 

*Earned Tons to Date = 
(Quantity to date) (Relative Weight) 

(Total Quantity) 
80.5 tons 

Percent Complete = - - 
520 tons 

- 15.5% 

FIGURE 9-13 
Illustrative Example of Weighted-Units Method for Measurement of Construction Work 
Source: Construction lndustly Institute. Publication No. 6-5. 

described methods, then the earned value is defined as $2,500 and 15 work-hours. 
Thus, progress in all accounts can be reduced to earned work-hours and dollars, 
which provides a method for summarizing multiple accounts and calculating over- 
all progress for the total project. The equation for determining the overall project 
percent complete is given below. 

(Earned work-hours/dollar all accounts) 
Percent complete = 

(Budgeted work-hours/dollars all accounts) 

The concepts discussed above provide a system for determining the percent 
complete of a single work task or combinations of tasks. This provides the basis for 
analyzing the results to determine how well work is proceeding, as compared to 
what was planned. The earned-value system provides a method for evaluating per- 
formance of the project. 

Previous paragraphs have only discussed budgeted and earned work-hours and 
dollars. Actual work-hours and dollars must also be included to evaluate the per- 
formance evaluation of the project. The following definitions are provided to de- 
scribe the procedure for evaluation of cost and schedule performance. 

Budgeted work-hours or dollars to date represent what is planned to do. The 
C/SCSC defines this as Budgeted Cost for Work Scheduled (BCWS). 
Earned work-hours or dollars to date represent what was done. The C/SCSC 
defines this as Budgeted Cost for Work Performed (BCWP). 



Actual work-hours or dollars to date represent what has been paid. The 
CISCSC defines this as Actual Cost of Work Performed (ACWP). 

Performance against schedule is a comparison of what was planned against what 
was done, that is, a comparison of budgeted and earned work-hours. If the budgeted 
work-hours are less than the earned work-hours, it means more was done than 
planned and the project is ahead of schedule. The opposite would indicate the proj- 
ect is behind schedule. 

Performance against budget is measured by comparing what was done to what 
was paid. This compares earned work-hours to actual work-hours or cost. If more 
was paid than is done, then the project would have a cost overrun of the budget. The 
following variance and index equations can be used to calculate these values. 

Scheduled variance (SV) = (Earned work-hours or dollars) 

- (Budgeted work-hours or dollars) 

SV = BCWP - BCWS 

(Earned work-hours or dollars to date) 
Schedule Performance Index (SPI) = 

(Budgeted work-hours or dollars to date) 

BCWP SPI = - 
BCWS 

Cost variance (CV) = (Earned work-hours or dollars) 

- (Actual work-hours or dollars) 

CV = BCWP - ACWP 

(Earned work-hours or dollars to date) 
Cost Performance Index (CPI) = 

(Actual work-hours or dollars to date) 

BCWP 
CPI = - 

ACWP 

A positive variance and an index of 1.0 or greater is a favorable performance. 

PROJECT MEASUREMENT AND CONTROL 

The purpose of the project plan is to successfully control the project to ensure com- 
pletion within budget and schedule constraints. The S-curve, which plots cost (or 
work-hours) against time, provides a measure of schedule performance. Project el- 
ements of labor, materials, and equipment are usually evaluated in common units of 
dollars. Schedule performance indicates the rate at which these project elements are 
occurring as budgeted expenses. Performance measurements are based on 
earned-value concepts and S-curve analysis. The earned-value concept provides a 
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quantitative measure of the scheduled budget value of work compared to the actual 
budgeted value of the work accomplished. 

Measuring the progress of a project supports management in establishing a real- 
istic plan for execution of a project and provides the project manager and client with 
a consistent analysis of project performance. Progress measurement also provides 
an early warning system to identify deviations from the project plan and scope 
growth. To control engineering work a drawing list, specification list, equipment 
list, instrument list, progress S-curve, and histogram of work-hours are used to de- 
termine the project status and for continued planning. The project manager can use 
progress curves and work-hour histograms for different levels of the work break- 
down structure. 

EARNED-VALUE SYSTEM 

The earned-value system is used to monitor the progress of work and compare ac- 
complished work with planned work. The BCWS is the amount of money that was 
planned, or budgeted, at each time period in the project. It is determined by cost 
loading the CPM diagram to determine the distribution of cost in accordance with 
the project plan. The S-curve for a project represents the BCWS. The ACWP is the 
actual amount of money that has been spent at any point in time during the project. 
It is determined from accounting records or the responsible party that keeps records 
of actual expenditure of money. The BCWP is the amount of money earned based 
on the work that has been completed. It is determined by multiplying the percent 
completed by the budgeted amount for the work. Below is a summary of the terms 
used in an earned-value analysis. 

Earned-Value Analysis: 

BCWS = Budgeted cost of work scheduled (Planned) 

ACWP = Actual cost of work performed (Actual) 

BCWP = Budgeted cost of work performed (Earned) 

Variances: 

CV = BCWP - ACWP (Cost variance = Earned - Actual) 

SV = BCWP - BCWS (Schedule variance = Earned - Planned) 

Indices: 

CPI = - Cost Performance Index = - 
ACWP Actual 

SPI = - Schedule Performance Index = - 
BCWS Planned 
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Forecasting: 

BAC = Original project estimate (Budget at completion) 

ETC = - BCWP (Estimate to complete) 
CPI 

EAC = (ACWP + ETC) (Estimate at completion) 

Ratios are used in the earned-value system to predict the cost to complete a proj- 
ect. The CPI is used to predict the magnitude of a possible cost overrun or underrun. 
It adjusts the budget based on past performance. The SPI is used to predict the mag- 
nitude of a possible time advance or delay. It adjusts the schedule based on past per- 
formance. The following examples illustrate the calculations in an earned-value 
analysis. The examples provides progressive analysis of the project with an inter- 
pretation of the results based on the earned-value system for assessing project per- 
formance. 

Example 9-1 

Provide an earned-value analysis to evaluate the progress of the sewer and water 
lines project shown in Figure 8-5. The original budget is $147,500 and the proj- 
ect is scheduled to be completed in 94 working days. A status report after 10 
working days into the project includes the following information: 

Activity 10, 100% complete as scheduled, actual cost = $1,500 

Activity 20, 100% complete as scheduled, actual cost = $2,200 

Activity 30, 100% complete as scheduled, actual cost = $4,000 
BCWP = $7,600 

ACWP = $7,700 

BCWS = $7,600 
BAC = $147,500 

The BCWS and BCWP shown above are the same values as shown on the tenth 
working day in Figure 8-11 because Activities 10,20, and 30 were all completed 
according to the original planned schedule. 

Cost and Schedule Deviations: 

Cost variance, CV = BCWP - ACWP 

= $7,600 - $7,700 
= -$I00 

A negative value of CV represents a cost overrun. Based on the status report the 
actual cost is greater than earned by $100. 
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Schedule variance, SV = BCWP - BCWS 

= $7,600 - $7,600 

= 0 

Since the SV is zero, the project is progressing as planned. The project is not 
ahead of or behind the planned schedule. 

Cost and Schedule Performance: 

BCWP 
Cost Performance Index, CPI = - 

ACWP 

The CPI is less than 1.0, which indicates a poor cost performance. The earned 
value is less than the actual costs. 

BCWP 
Schedule Performance Index, SPI = - 

BCWS 

The SPI is equal to 1.0, which indicates the schedule performance is progressing 
precisely as planned. 

Forecasting Cost at Completion: 

Estimate to complete, ETC = 
BAC - BCWP 

CPI 

Based on the analysis of the status report, the remaining cost to complete the 
project is $141,743. 

Estimate at completion, EAC = ACWP + ETC 

= $7,700 + $141,743 
= $149,443 
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Based on the analysis of the status report, the estimated cost of the project at 
completion is $149,443, which is $1,943 over the original budget of $147,500. 

Example 9-2 

Provide an earned-value analysis to evaluate the progress of the sewer and water 
lines project shown in Figure 8-5. The original budget is $147,500 and the proj- 
ect is scheduled to be completed in 94 working days. A status report after 20 
working days into the project includes the following information: 

Previous period analysis: 

BCWP = $7,600; ACWP = $7,700; BCWS = $7,600; BAC = $147,500 

Current status report: 

Activity 40, 100% complete, two days delayed, actual cost = $8,000 

Activity 50, 60% complete, two days delayed, cost to date = $3,200 
Activity 60,50% complete, started out of sequence, cost to date = $6,300 

BCWP = $22,720 

ACWP = $25,200 

BCWS = $22,400 
BAC = $147,500 

The BCWS shown above is different than the value shown on the twentieth 
working day in Figure 8-11 because Activities 40, 50, and 60 have been com- 
pleted at different times than the original planned schedule. The BCWS of 
$22,400 shown above is based on an updated schedule for the project. Also, the 
BCWP is based on the updated schedule. 

Cost and Schedule Deviations: 

Cost variance, CV = BCWP - ACWP 

= $22,720 - $25,200 

= -$2,480 

A negative value of CV represents a cost overrun. Baqed on the status report the 
actual cost is greater than earned by $2,480. 

Schedule variance, SV = BCWP - BCWS 

= $22,720 - $22,400 
= $320 
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The SV is $320 because the earned value is greater than planned, indicating the 
project is ahead of schedule. 

Cost and Schedule Performance: 

BCWP 
Cost Performance Index, CPI = - 

ACWP 

The CPI is less than 1.0, which indicates a poor cost performance. The earned 
value is less than the actual costs for this reporting period. 

BCWP 
Schedule Performance Index, SPI = - 

BCWS 

The SPI is greater than 1.0, which indicates the schedule performance is pro- 
gressing better than planned. The project is ahead of schedule, which is slightly 
better than the status report given in Example 9-1. 

Forecasting Cost at Completion: 

Estimate to complete, ETC = 
BAC - BCWP 

CPI 

Based on the analysis of the status report, the remaining cost to complete the 
project is $138,644. 

Estimate at completion, EAC = ACWP + ETC 

= $25,200 + $138,644 

= $163,844 

Based on the analysis of the status report, the estimated cost of the project at 
completion is $163,844, which is $16,344 over the original budget of $147,500. 
The cost performance is significantly worse compared to the previous status re- 
port given in Example 9- 1. 
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Example 9-3 

Provide an earned-value analysis to evaluate the progress of the sewer and water 
lines project shown in Figure 8-5. The original budget is $147,500 and the proj- 
ect is scheduled to be completed in 94 working days. A status report after 25 
working days into the project includes the following information: 

Previous period analysis: 

BCWP = $22,720; ACWP = $25,200; BCWS = $22,400; BAC = $147,500 

Current status report: 

Activity 50, 100% complete, one more day delay, final actual cost = $6,200 
Activity 60, 100% complete, no additional delays, final actual cost = $12,600 

Activity 70, 100% complete, no delays, actual cost = $2,100 

BCWP = $33,000 

ACWP = $36,600 (Note: Includes final actual costs of Activities 10-70.) 

BCWS = $31,740 
BAC = $147,500 

Cost and Schedule Deviations: 

Cost variance, CV = BCWP - ACWP 
= $33,000 - $36,600 

= -$3,600 

A negative value of CV represents a cost overrun. Based on the status report the 
actual cost is greater than earned by $3,600. 

Schedule variance, SV = BCWP - BCWS 

= $33,000 - $31,740 
= $1,260 

The SV is $1,260 because the earned value is greater than planned, indicating the 
project is ahead of schedule. 

Cost and Schedule Performance: 

BCWP 
Cost Performance Index, CPI = -- 

ACWP 



The CPI is less thafi 1.0, which indicates a poor cost performance, The earned 
value is less than the actual costs for this reporting period. 

BCWP 
Schedule Performance Index, SPI = - 

BCWS 

The SPI is greater than 1 .O, which indicates the schedule performance is pro- 
gressing better than planned. The project is ahead of schedule, which is better 
than the previous status report given in Example 9-2. 

Forecasting Cost at Completion: 

Estimate to complete, ETC = 
BAC - BCWP 

CPI 

Based on the analysis of the status report, the remaining cost to complete the 
project is $127,222. 

Estimate at completion, EAC = ACWP + ETC 

= $36,600 + $127,222 
= $163,822 

Based on the analysis of the status report, the estimated cost of the project at 
completion is $163,822, which is $16,322 over the original budget of $147,500. 
The schedule performance is about the same compared to the previous status re- 
port given in Example 9-2. 

Example 9-4 

Provide an earned-value analysis to evaluate the progress of the sewer and water 
lines project shown in Figure 8-5. The original budget is $147,500 and the proj- 
ect is scheduled to be completed in 94 working days. A status report after 70 
working days into the project includes the following information: 

Previous period analysis: 

BCWP = $33,000; ACWP = $36,600; BCWS = $31,740; BAC = $147,500 
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Current status report: 

Activity 80, 100% complete, actual cost = $14,000 

Activity 90, 100% complete, actual cost = $800 
Activity 100, 100% complete, actual cost = $1,400 

Activity 110, 100% complete, actual cost = $5,000 
Activity 130, 100% complete, actual cost = $4,500 

Activity 140, 20% complete, actual cost = $680 
Activity 160, 30% complete, actual cost = $2,100 

BCWP = $56,830 

ACWP = $65,080 

BCWS = $102,800 
BAC =$147,500 

Cost and Schedule Deviations: 

Cost variance, CV = BCWP - ACWP 
= $56,830 - $65,080 
= -$8,250 

A negative value of CV represents a cost overrun. Based on the status report the 
actual cost is greater than earned by $8,250. 

Schedule variance, SV = BCWP - BCWS 

= $56,830 - $102,800 

= -$45,970 

The SV is a negative value of $45,970 because the earned value is greater than 
planned, indicating the project is substantially behind schedule. 

Cost and Schedule Performance: 

BCWP 
Cost Performance Index, CPT = - 

ACWP 

The CPI is less than 1.0, which indicates a poor cost performance. The earned 
value is less than the actual costs for this reporting period. 
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BCWP 
Schedule Performance Index, SPI = - 

BCWS 

The SPI is less than 1.0, which indicates the schedule performance is signifi- 
cantly worse than planned. The project is behind schedule, which indicates the 
project will be completed significantly later than planned. 

Forecasting Cost at Completion: 

Estimate to complete, ETC = 
BAC - BCWP 

CPI 

Based on the analysis of the status report, the remaining cost to complete the 
project is $104,218. 

Estimate at completion, EAC = ACWP + ETC 

= $65,080 + $104,218 

= $169,298 

Based on the analysis of the status report, the estimated cost of the project at 
completion is $169,298, which is $21,798 over the original budget of $147,500. 
The project is projected to have a significant cost overrun. 

MONITORING PROJECT PERFORMANCE 

The CPI and SPI provide a quantity measurement of the progress of a project. Val- 
ues of CPI or SPI that are greater than 1.0 indicate good project performance, 
whereas values of CPI or SPI that are less than 1.0 indicate poor project perfor- 
mance. Values of these indices can be plotted on a graph as shown in Figure 9-14 to 
evaluate project performance during ~outine reporting periods. 

As shown in Figure 9-14, a project begins with a CPI and SPI equal to 1.0. Proj- 
ects are dynamic in nature due to events that can impact the cost and the schedule. 
Therefore, it is expected that these performance indices will deviate from this initial 
starting point of zero as the project progresses from week to week. The project man- 
ager should not overreact to slight changes in the CPI and SPI. For example, the 
first two weeks of the project show small changes in the performance indices, which 
might be expected during the early progress of the project. 
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Week #7 

Week #6 %week ?M 
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Week #3 
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Week#l 

Week #8 

FIGURE 9-14 
Monitoring Project Performance--the CPI and SPI. 

Although minor deviations are expected, major deviations from one report period 
to the next should alert the project manager to investigate the reason for the signif- 
icant change in the project performance. For example, the report between weeks 7 
and 8 shows a dramatic change toward poor project performance. This type of re- 
port merits the attention of the project manager to solicit team members to identify 
what has happened in the project and the reason for this dramatic change in project 
performance. 

Concern should also be raised if the trend of the CPI and SPI is progressing to- 
ward poor performance. For example, from week 2 through week 4, the project per- 
formance trend is toward good. However, significant changes in the project begin to 
appear during weeks 6, 7, and 8. 

Thus, the project manager must be continually alert to changes in the project. The 
CPI and SPI provide the information needed by the project manager to monitor the 
progress of work to ensure the project is moving in the right direction toward suc- 
cessful completion. 



INTERPRETATION OF PERFORMANCE INDICES 

The graph shown in Figure 9-14 is a valuable tool for the project manager to moni- 
tor project performance based on progress reports. It provides a measure of how 
well the planned cost compares to actual expenditures and work accomplished. As 
deviations occur between the values, several interpretations can be made. 

Values of SPI greater than 1.0 indicate the project is ahead of schedule. The proj- 
ect may be progressing faster than expected if the original production rates were 
predicted too low or the actual working conditions are better than originally antici- 
pated. There may be more staffing on the project than anticipated, which would also 
show the work as progressing ahead of schedule. Values of SPI less than 1.0 indi- 
cate the project is behind schedule. The project schedule may slip due to weather 
delays, understaffing, or disorganized work. 

Values of CPT greater than 1.0 indicate good project cost performance. Good cost 
performance may be reported if actual productivity is better than planned or if the 
measured percent of completed work is too high. Values of CPI less than 1.0 indi- 
cate poor cost performance, which may be a result of poorer than planned produc- 
tivity or due to an underestimate of the measured percent of completed work. 

The project manager should seek information from team members to provide a 
better interpretation of the meaning of project performance indices. Figures 9-15 
and 9-16 provide additional interpretations of CPI and SPI data. 

ANALYSIS TREE OF TOTAL FLOAT (TF) AND SCHEDULE 
PERFORMANCE INDEX (SPI) 

The total float is a measure of slack time in the project, and the SPI is a measure of 
schedule performance. In a pure CPM precedence diagram, activities with zero to- 
tal float are identified as critical, and these activities form the critical path in the 
project schedule. However, using successor/predecessor activity constraints can 
cause a total float of greater than zero for activities on the critical path. Also, total 
float values other than zero are often the result of updates in the schedule when ac- 
tual starts and finishes are introduced. 

Understanding of the schedule can be further complicated when activities are 
given a specific calendar start or finish date, which can lead to a total float of greater 
or less than zero for activities on the critical path. For example, the scheduler may 
specify a time certain for an activity, such as spec~fying the activity to start or finish 
on a specific date, to start or finish not earlier than a specific date, or to start or fin- 
ish not later than a specific date. 

For any project the SPI may also be greater than, less than, or equal to 1.0. Val- 
ues greater than 1.0 indicate good performance and values less than 1.0 indicate 
poor performance. Thus, the project manager's analysis of project performance is 
complicated due to various total float and schedule performance indices. Figure 
9-17 is an analysis tree for assessment of total float with respect to SPI. 
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CPI 

Behind Schedule and Under Budget ] Ahead of Schedule and Under Budget 
I I 

Worse than estimated productivity Better than estimated productivity 
D e l a y  in staling activities Savings in work-hours 

Poor productivity offset by fewer . Overly optimistic schedule 
than planned quantities Fewer quantities than estimated . Unfavonble working conditions Very favorable working conditions 

1 I I 

FIGURE 9-15 
Interpretations of Cost Performance lndex (CPI) and Schedule Performance lndex (SPI). 

0.9- 

Behind Schedule and Over Budget 
0.8- 

Many possible causes, including 
inaccurate estimates 
Possible weather delays O"- 
Lower than planned productivity 
Difficult or dixorganized work 0.6- 

CAUSES OF COSTISCHEDULE VARIANCES 

The earned-value system identifies the magnitude of cost and schedule deviations 
from the original project plan. However, it does not identify the cause of the prob- 
lem. The project manager and his or her team must assess each status report to iden- 
tify the reason the project is not progressing as planned. The problems can be the 
result of numerous situations. 

  he original cost estimate is the BAC in the earned-value analysis. Therefore, if 
the original cost estimate for the project is incorrect, then all progress measurements 
during execution of the project would be measured against an incorrect budget. The 
system of recording costs charged against the job must be consistent to provide re- 
alistic comparisons from one reporting period to another. 

Also, the method of measuring work completed must also be consistently applied 
from one reporting period to another; otherwise the predicted status of the job will 
vary widely. Each project must be assessed based on the unique circumstances and 
conditions that apply to the project in order to use the earned-value system to 
manage the project. On the next page is a partial list of items that can cause the cost 
or schedule to vary from the original project plan. 

Ahead of Schedule and Over Budget 

Overly optimistic work schedule . Overstaffing of work 
Activities started earlier than planned 
Skills and cost of workers higher than 
originally expected 



Estimating errors 
Technical problems 
Design errors 
Test data problems 
Constructability 
Equipment problems 
Management problems 
Scope control (change orders) 
Personnel skill level 
Resource availability 
Organization structure 
Economic/inflation 
Delayed material deliveries 
Delayed equipment deliveries 
Poor production rates 
Subcontractor interference and delays 
Acts of God (weather, fire, flood, etc.) 
Accidents during construction 

TREND ANALYSIS AND FORECASTING 

The preceding sections presented methods for measurement of planned and actual 
costs, schedules, and accomplishment of work. To be effective, a project control 
system must routinely collect and record the information from the start of the proj- 
ect. At each reporting period the actual status can be compared to the planned status, 

FIGURE 9-16 
Various Interpretations of CPI and SPI. 

If CPI is greater than 1 .O: 
Overestimated amount of effort required. 
Measurement of percent complete is too optimistic. 
Better than planned productivity. 

If CPl is less than 1.0:, 
Underestimate amount of effort required. 
Measurement of percent complete is too pessimistic. 
Poorer than planned productivity. 

If SPI is greater than 1 .O: 
Started work prior to or out of sequence to logical constraints. 
Better than planned productivity resulting in activities completing early. 
Working on critical activities. 

If SPI is less than 1 .O: 
Understaffing or underequipping activities. 
Delayed in starting of activities. 
Work is more difficult than planned. 
Improper sequencing of activities. 
Work is disorganized. 
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SPI > 1 .o 

TF>o  I SPI = 1.0 

SPI < 1 .o 

SPI > 1 .o 

TF = 0 SPI = 1.0 

SPI < I .o 

r SPI > 1.0 

TF<O SPI = 1 .O 

L SPi I 1.0 

Ahead of schedule on critical path; more work is being ac- 
complished than planned. 
Ahead of schedule on critical path; some shortfall in work on 
non-critical activities. 
Ahead of schedule on critical path; significant shortfall in 
work on non-critical activities. 

Criticai path on schedule; more work is being done on 
non-critical activities than planned. 
Critical path on schedule; more work volume is being accom- 
plished as planned. 
Critical path on schedule; shortfall in work on non-critical 
activities. 

Critical path activities behind schedule; total work volume is 
more than planned indicating excess attention to non-critical 
activities. 
Critical path activities behind schedule; total work volume is 
being accomplished as planned, meaning too much attention 
to non-critical activities. 
Critical path activities behind schedule; total work volume is 
less than planned, which means more overall effort is 
needed. 

FIGURE 9-17 
Analysis Tree for Total Float and Schedule Performance Index. 

so that necessary corrective actions can be taken. As the information is accumu- 
lated, a trend analysis can be performed to evaluate the productivity and the vari- 
ances in costs and schedules. Figure 9-18 is a graphical display of the schedule, 
cost, and time variance at a particular progress reporting period. 

A visual display of schedule status is best presented on a bar chart representation. 
A sample of an excellent format for summary level reporting to management is 
shown in Figure 9-19. 

A project manager is always interested in knowing how the actual productivity 
compares to the productivity that was used in planning the project and estimating 
the budget. Although there is no industry standard for calculating productivity, the 
following equation is a common expression of productivity. 

Estimated unit rate 
Productivity index = Actual unit rate 

This equation is valid for calculating productivity for tasks that have measurable 
units of work. Aproductivity value of 1.0 or greater is favorable, whereas a value of 
less than 1.0 is unfavorable. The equation can be used to calculate the productivity 
of tasks at each reporting period. A productivity profile can then be produced for 
key crafts by plotting productivity against time as illustrated in Figure 9-20. Percent 
complete can be used in lieu of time for the abscissa of the graph. 

As indicated in 9-20, productivity varies over the life of a project. Minor 
variations are normal and should be expected due to the nature of project work. Sig- 



CHAPTER 9: TRACKING WORK 231 

FIGURE 9-18 
Cost and Schedule Variance Graph 

nificant variations justify the attention of management to identify the source of the 
problem and assist in any necessary corrective action. The problem may be due to 
low skill or morale of workers, insufficient staff, late delivery of material, unavail- 
able tools or equipment, inadequate instruction, inclement weather conditions, tech- 
nical difficulties, or poor field supervision. Since the productivity index includes an 
estimated unit rate, the source of the problem may be due to poor initial estimates. 
Trends in the productivity index provide an effective tool for project management. 

Almost everyone involved in a project is concerned with costs. As presented in 
previous sections, the work plan includes a distribution of costs that are anticipated 
throughout the duration of aproject. At each reporting period the actual costs to date 
can be compared to the planned costs for that ~ e r i o d  in time. The cost ratio is the ra- 
tio of estimated costs tiactual costs as defineh below. 

Estimated cost 
Cost ratio = Actual cost 

This equation can be used to calculate the cost ratio at each reporting period and 
plotted against time to show cost trends for a project (see Figure 9-21). A cost ratio 
of 1.0 or higher is favorable, whereas a value of less than 1.0 is unfavorable. Cost 
ratios can be calculated for tasks, grouping of tasks, or for the entire project. A sim- 
ilar analysis can be performed for the schedule. 

As a project progresses, the cost ratio trend can he used as an indicator to fore- 
cast the probable total cost at completion. Likewise, a schedule variance trend can 
be developed as an indicator to forecast the probable completion date of a project. 
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Illustrative Example of Surnmafy Level Report for Management. 
Source: Construction Industry Institute, Publication No. 6-5. 
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FIGURE 9-20 
Craft Productivity Profile. 
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FIGURE 9-21 
Cost Ratio. 

The cost and schedule forecasting can be accomplished by using one of the various 
curve fitting techniques. Then, by extrapolating the data to produce a best fit curve, 
the trend may be extended to the future date. 

WORK STATUS SYSTEM 

The Cost and Schedule Control Systems Criteria (CISCSC) described earlier is an 
effective method for managing the cost and schedule of a project. It requires a well- 
defined work breakdown structure and a detailed project schedule. It is only ef- 
fective if the cost and schedule data are reported in a timely manner. For some 
engineering design, the total time to complete a project is short; therefore the proj- 
ect may be substantially complete before cost data is reported. For some project 
managers, the CISCSC method appears complicated and difficult to use. 

An alternate method that is preferred by some project managers for tracking en- 
gineering design work is a work status system that tracks costs and work-hours. 
Figure 9-22 is a cost status report and Figure 9-23 is a work-hour status report that 
illustrates the work status system method for project tracking. For this example, the 
project is divided into three general categories: direct engineering, indirect engi- 
neering, and expenses. The direct engineering category is subdivided into the disci- 
plines that are required to accomplish the work: architectural, civil, electrical, 
mechanical, and structural. Likewise, major work that is required for indirect engi- 
neering and expenses are subdivided as shown in Figures 9-22 and 9-23. 
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Cost Status Report 
As of July 20.2001 

FIGURE 9-22 
Cost Status Report. 
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The cost and work-hour data are entered in a computer spreadsheet program to 
calculate the status of the project. The titles at the top of the columns identify the en- 
tries in the spreadsheet. The first column (A) of data represents the original ap- 
proved project budget, the second column (B) is the approved change orders, and 
the third column (C) represents the growth in budget that is required to complete the 
work. Column @) is the calculated total budget at the completion of the project and 
is calculated in the spreadsheet as the sum of the data in the first three columns. 

Columns (E), (F), and (G) represent the cumulative, current, and to-date expen- 
diture of budget as defined by the titles at the top of the columns. The percent com- 
plete for the project is calculated by dividing the "cost to date" by the "budget at 
completion." 

It is necessary to report the costs and work-hours separately because there are 
different wage rates for each classification of project personnel. In addition, there 
are different wage rates within each discipline. Therefore, the status of a project 
cannot be accurately determined by reporting only work-hours or only costs. Both 
must be reported and analyzed. 

QUESTIONS FOR CHAPTER %-TRACKING WORK 

1 You are the project manager for a project and have worked with your team members to es- 
tablish the following criteria for tracking the work of the project. Develop the worldtime 
relationship curve for the project. 

Task 
Weight Project 

multiplier timing 

Review backup material 0.05 0%-10% 
Preliminary calculations 0.10 10%-25% 
Initial drafting 0.25 15%-45% 
Final calculations 0.20 35%-60% 
Production drawings 0.30 50%-90% 
Drawing approvals 0.1 0 90%-100% 

2 The design team for a project has met and determined the grouping of tasks required for 
the design effort into six categories. The team has also agreed on the following criteria for 
the weight multipliers to be used to track the design effort. Prepare a graph that shows the 
relationship between work and time. 

Design work 

Initial configurations 
Initial design calculations 
Preliminary layouts 
Final calculations 
CADD drawings 
Design approval 

Weight 
multiplier 

0.15 
0.1 0 
0.05 
0.25 
0.40 
0.05 

Project 
timing 

0%-10% 
5%-15% 

10%-25% 
20%-50% 
45%-90% 

90%-100% 
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3 At 50% into the project duration, the status report for the project in Question 2 shows the 
following information. Prepare a graph that shows the time relationship of the planned 
work and actual work. Is the project ahead of or behind schedule? 

Design work % Complete 

Initial configurations 100% 
Initial design calculations 100% 
Preliminary layouts 80% 
Final calculations 70% 
CADD drawings 10% 
Design approval 0% 

4 The following data represent the information that has been jointly compiled by the design 
team for a project. These data represent the planned cost and the work anticipated during 
the design phase. Prepare an integrated planned cosVtime/work graph for the project. 

Expected Anticipated Planned 
time cost work 

5 The data shown below represent the planned time, cost, and work at the beginning of the 
design of a project. Prepare the integrated time/cost/work graph. 

Time Cost Work 

Evaluate the status report for the above project for the following scenarios, assuming the 
status report is issued at 70% of the project duration. For each scenario, determine if the 



238 PROJECT MANAGEMENT FOR ENGINEERING AND CONSTRUCTION 

project is behind or ahead of schedule. Is  there a cost overrun or underrun, and, i f so, by 
how much? 

A. Reported cost to date is 55% and work accomplished is reported as 40% 
B. Reported cost to date is 75% and work accomplished is reported as 50% 
C. Reported cost to date is 95% and work accomplished is reported as 70% 
D. Reported cost to date is 85% and work accomplished Is reported as 80% 

6 The following weight multipliers have been established for the construction phase o f  a 
project. Prepare a graph that shows the relationship between accomplished work and time. 

Weight Project 
Facility multiplier timing 

Site-work 0.10 0%-15% 
Wood frame building 0.25 10%-25% 
Concrete building 0.35 15%40% 
Metal building 0.20 25%-80% 
Landscape 0.1 0 75%-100% 

7 Calculate the percent complete value for the project shown helow using the Weighted 
Units method for measurement o f  work. 

Quant. Equivalent Earned 
Wt. Subtask UIM total steel ton to date 

Foundation bolts 
Shims 
Shakeout 
Columns 
Beams 
Cross-braces 
Girts &sag rods 
Plumb &align 
Connections 
Punchlist 

STEEL 

Each 
% 
Yo 

Each 
Each 
Each 
Bay 
% 

Each 
% 

TON 

8 The EPC project shown in Appendix A has an original planned schedule o f  17 months 
with a budget, excluding contingency, of $3,053,150. Below are update reports for the 
first 8 months of  the project. 

Status report Planned Earned Actual 
for month (BCWS) (BCWP) (ACWP) 



Perform an earned-value analysis of the project, similar to Examples 9-1 through 9-4. For 
each report period, calculate the variances (CV and SV), the performance indices (CPI and 
SPI), the estimate to complete (ETC), and the estimate at completion (EAC). Prepare a 
graph similar to Figure 9-14 to show trends in the project performance. Use Figure 9-15 
to guide your interpretation of the CPI and SPI for each reporting period. 
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DESIGN COORDINATION 

DESIGN WORK PLAN 

To effectively coordinate the design process, the design team leader must develop a 
work plan. The design work plan should be developed during the design proposal 
preparation as discussed in Chapter 7. As presented in Chapter 6, any work plan 
must include the scope, budget, and schedule for performing the work. The design 
work plan becomes the basis for integrating and interfacing the work to be per- 
formed by the various design disciplines. The plan also forms the basis for moni- 
toring scope, cost, and schedules of the design effort. 

For design, the scope of work defines the design deliverables, the drawings and 
specifications, for each discipline in the design effort. The design cost is usually 
measured in work-hours, rather than dollars of cost. Typically, a milestone bar chart 
is used to schedule the design work packages. However, for large projects a CPM 
schedule is recommended. 

After reviewing all backup material, the design team leader develops a work 
breakdown structure that defines the various work packages required to generate the 
design deliverables, the drawings and specifications. Then, the number of design- 
hours is assigned to each work package for each discipline, including architectural, 
civil, structural, electrical, and mechanical. Then, a milestone bar chart is developed 
for the design work packages. The milestone bar chart is cost loaded as presented in 
Chapter 8 by assigning the number of work-hours to each task in the bar chart. Out- 
put from the cost loaded bar chart is usually produced on a weekly basis for moni- 
toring and coordinating the project during design. Then, a simple earned-value 
analysis as presented in Chapter 9 can be performed for each week during the 
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design process. By multiplying the percent complete times the budgeted design- 
hours for each task, the earned value can be determined. The earned value can be 
compared to actual design-hours billed to the job and the planned design-hours to 
measure the performance of the design process. 

PRODUCING CONTRACT DOCUMENTS 

The introduction of the computer for evaluating designs and producing contract 
documents provides opportunities for evaluating numerous design alternatives that 
were prohibitive using traditional hand methods of the past. However, the excessive 
use of computers can lead to overdesigning, overwriting, and overdrafting. Exam- 
ples are the process engineer or hydraulics engineer wanting to run one more simu- 
lation, or the structural engineer wanting one more computer run for another load 
check. Other examples include the CADD operator wanting to see how a drawing 
will look if another change is made, or the specification writer continuing to cut and 
paste a new section in the contract documents. Sometimes oversimulating, over- 
designing, or overwriting can lead to errors in the contract documents. 

The lead designers must develop a system of monitoring the design effort to en- 
sure the work is progressing without excessive billable hours, but is still producing 
adequately defined plans and specifications for the contractors to execute the work 
during construction. This will reduce construction contractor complaints of pretty 
drawings that are full of errors and lack constructability. 

MANAGING SCOPE GROWTH DURING DESIGN 

There is a tendency for some designers to make changes during design to please the 
client without regard to the impact of the change on the project's cost and schedule. 
Changes can be cataloged as either project development or scope growth. Project 
development relates to changes that are needed to accommodate the scope as cur- 
rently defined. Scope growth relates to changes that alter the project's original 
scope, the scope that was approved before starting the design process. 

For any design effort there must be a process to control scope growth. Both the 
owner and the engineer must be committed to scope and change control. The owner 
must be serious about freezing project scope after the conceptual design stage. 
Every proposed change must be subjected to a formal review and approval process 
that considers cost and schedule implications, plus consequential effects on other 
activities. The authority to approve changes during design must be limited. 

The owner and engineer should agree on a change management philosophy and 
plan. For example, under what conditions will changes be considered: If it won't 
work? If there are legal implications? If there are environmental impacts? When 
changes are proposed, there must be an answer to such questions as: Does the 
change add value and is the change necessary? A "no-later-than" date for freezing 
scope should be agreed to by the owner and the engineer. 

Although freezing project scope after the conceptual design stage is the best 
practice for successful project management, it should be recognized that on some 



242 PROJECT MANAGEMENT FOR ENGINEERING AND CONSTRUCTION 

pmjects the owner must operate in a very competitive market to produce a product. 
In a competitive market environment the owner may want the flexibility to modify 
the project scope during design, and even during construction, to best suit the func- 
tionality of the completed project. For this type of situation the work of the design 
team is more col~iplicated and a special effort must be made to keep the owner in- 
formed of the full impact of scope changes. The cost of engineering and construction 
for the scope change must be evaluated against the future financial benefits to the 
owner, including revenues, operations, and maintenance of the completed facility. 

The budget for the project should include a contingency for changes in scope and 
a management reserve for scope growth. Any proposed change must be transmitted 
to all discipline managers or others whose work may be affected by the change. 
These managers then should determine and report the cost and schedule impacts if 
the change is implemented. Work must not proceed on the change until the above 
impacts have been reviewed and approved by the owner's representative, the engi- 
neering manager, and the project manager. Once a change has been approved, it is 
important to communicate the reasons for the change to those affected by the 
change. 

MANAGING SMALL PROJECTS 

It i? common for a project manager of small projects to have simultaneous respon- 
sibility for multiple projects. The problem is not the management of any one proj- 
ect. The problem is the project manager's ability to give each project the attention 
needed, which complicates schedule and resource control. For small projects, the 
project manager must share resources with other project managers because minimal 
staff is available. This means that the few individuals that are assigned to the proj- 
ect must take responsibility for multiple functions. Time management is crucial. 
The project manager often finds himself or herself either waiting for information or 
trying to address pressing needs of several projects at the same time. 

The relatively short duration of small projects provides insufficient time for de- 
tailed planning or correction of problems at the time the work is being performed. 
The learning curve for personnel is generally still climbing by the time the project 
is completed. 

To manage multiple small projects, the project manager must develop a single 
master schedule that contains all the projects under his or her responsibility. This 
will assist in reducing situations when two or more support personnel are needed at 
the same time. The problem is scheduling the multiple tasks of the project manager, 
rather than scheduling the tasks on only one of the projects. 

There are more managers &anaging small projects than large projects. 
Many engineering companies create organizational units dedicated to project man- 
agement of smallprojects. A special a t t kde  and attention is needed b; upper man- 
agement to recognize the problems associated with management of small projects. 
Table 10-1 provides attributes of project team personnel who work well in manag- 
ing small projects. 



TABLE 10-1 
ATTRIBUTES OF SMALL PROJECTS TEAM PERSONNEL 

1. Have a "can do" attitude 
2. Prefer a hands-on approach to work 
3. Dislike bureaucracy 
4. Are decision makers 
5. Need little or no supervision 
6. Have a value system to make the customer satisfied 
7. Are good communicators 
8. Prefer to talk out problems 
9. Know when to stop an activity when things are going wrong 

10. Has the personality and people skills to coerce people to be responsive to his or her needs 
11. Has the ability to navigate through the various departments of his or her company to get 

things done 

PROJECT TEAM MEETINGS 

Design is a creative process that involves diverse areas of expertise and numerous 
decisions that have major impacts on a project. The work of each designer often in- 
fluences the work of one or more other designers. A difficult task in design coordi- 
nation is interfacing related work to ensure compatibility of the whole project. 
Generally, the problem is not finding design people who know how to do the work, 
it is interfacing the work of all designers. This can only be accomplished through ef- 
fective communications at regularly scheduled team meetings. 

Team meetings should be held weekly throughout the duration of a project. 
These meetings are necessary to keep the team acting as a unit and to ensure a con- 
tinuous exchange of information. A typical project involves numerous conflicts. The 
best way to resolve these conflicts in a timely manner is by input from all those who 
are affected. This can only be achieved through open discussions and compromise. 

The project manager is the leader of all team meetings; however, he or she 
should not dominate discussions. Often a team member may be assigned the role of 
leading discussions to resolve a problem that is related to his or her particular area 
of expertise. Project managers need to use their own judgement and develop the 
skillful art of knowing when to lead and when to let others lead. 

An agenda should be prepared to direct project team meetings to ensure that im- 
portant items are addressed and to conclude the meeting in the shortest time. The 
agenda should include a list, in chronological order, of the items to he discussed, in- 
cluding work completed, work in progress, work scheduled, and special problems. 
Each attendee should participate in team meetings. The project manager should pre- 
pare and hstribute minutes of the meeting to all participants. 

The project manager must ensure that meetings are productive. Meetings are in- 
evitable and important, but they can be a source of irritation and wasted time if not 
properly planned and conducted. Table 10-2 provides guidelines for conducting 
team meetings. 



TABLE 10-2 
GUIDELINES FOR PRODUCTIVE MEETINGS 

1. Develop and publish an agenda in advance to permit better participation by attendees. 
2. List unfinished items from previous meetings on the agenda, including the names of individu- 

als who are responsible for reporting on status. 
3. Restrict attendance only to individuals who need to attend. 
4. Don't waste time by discussing events that do not pertain to the purpose of the meeting. 
5. Pick a meeting leader who is a leader and facilitator, not a dictator, to ensure the meeting is 

conducted In an informative environment. 
6. Maintain strict agenda control; follow the items in order with set time limits for discussions. 
7. Avoid interruptions, such as phone calls, as much as possible. 

WEEKLYIMONTHLY REPORTS 

Project management involves a never ending process of preparing reports. To be 
meaningful, reports must be issued on a regular basis and should contain infor- 
mation that is beneficial to the receiver. There is a tendency to include everything 
in a report, which results in reports that are so bulky that important items may be 
overlooked. 

In general, the project manager should prepare two routine reports, a weekly 
highlight report and a monthly report for each project. Much of the weekly highlight 
report can be obtained from the minutes of the weekly team meetings. The report 
should include: work completed, work in progress, work scheduled, and special 
problems. Generally, the weekly report is used by the project manager and his or her 
team to coordinate the work in progress. 

The monthly report for a project should contain milestones that have been 
achieved, a tabulation of costs to date compared to forecast costs, and an overlay of 
planned and actual time schedules. Trend reports should also be included to show 
the anticipated project completion date and a forecast of the total cost at completion. 
Generally, the monthly report is used by upper management and the owner's repre- 
sentative and is a permanent record for the project file. 

A format for both the weekly and monthly reports should be developed so all re- 
ports will be consistent, to allow comparisons of the project status, and to evaluate 
the progress of work and the performance of the team. In addition to communicat- 
ing the status of a project, the reports serve as a means of individual accountability 
and recognition of good performance. 

DRAWING AND EQUIPMENT INDEX 

The final product of design work is a set of contract documents (drawings and spec- 
ifications) to guide the physical construction of the project. As presented in Chap- 
ters 6 and 7 the project manager must develop a project work plan before starting 
design. A part of the work plan includes preparation of work packages by each de- 
signer. Included in each work package is a list of anticipated drawings and expected 
completion dates. 
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The project manager can develop a drawing index by assembling the list of draw- 
ings from all team members. This drawing index is extremely valuable to the proj- 
ect manager because it can be used as a check list of how many drawings to expect, 
when to expect them, and to assist in scheduling construction. Figure 10-1 illus- 
trates the contents of a drawing index. It is helpful to include the revision number 
and date for each drawing because a common problem in design coordination is 
keeping track of the most current issue of a drawing. 

The drawing index is in a continuous state of change as design progresses. As 
work progresses, the number of drawings may increase or decrease, depending upon 
the final design configuration that is selected. Changes in drawings are a necessary 
part of work and it is the duty of each designer to revise the list as necessary and to 
keep the project manager informed. 

FIGURE 10-1 
Illustrative Drawing Index. 

Sheet 
No. 

Drawing Index 
for X Y Z Project 

Update as of: October 26,2001 

Expected Actual Revision No. 
Title date date 1 2 3 4  

Site-Work Drawings 
" Plot Plan 09/15/2001 09/17/2001 1 - 10/05/2001 
" Grading 10/01/2001 09/27/2001 
" Paving, Sh 1 10/15/2001 1011 212001 
" Paving, Sh 2 10120/2001 10/18/2001 3 - 10/24/2001 

Architectural Drawings 
" First Floor Plans 1011 0/2001 10/09/2001 
" Second Floor Plans 1011 512001 10/16/2001 
" Room Schedules 10/20/2001 10/20/2001 
" Door/Wall Finishes 10/25/2001 10/24/2001 
" Window Schedules 11/01/2001 

Structural Drawings 
" Foundation 10/15/2001 10/1612001 
' Floor Slabs 10/25/2001 10/28/2001 
" Columns & Beams, Sh 1 11/01/2001 
" Columns & Beams, Sh 2 11 /05/2001 
" Roof Framing Plan 11/1012001 

Mechanical Drawings 
" Compressor 11/01/2001 
" HVAC Ductwork 11/05/2001 

Electrical Drawings 
" Control Boxes 1 1 /05/2001 
" Wiring Diagram, Sh 1 1 111 0/2001 
" Wiring Diagram, Sh 2 11/15/2001 

Plumbing Drawings 
" Piping 10/1 0/2001 10/14/2001 
" Fixtures 10/20/2001 10/18/2001 
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Equipment Index 
for X Y Z Project 

Update as of: May 25, 2001 

Drawing Purchase Purchase Expected 
Description number Vendor order No. order date delivery 

Transformer El4 XYZ Company PO 73925 04/12/2001 07/15/2001 
Switch Assy El 9 ABC Company PO 83401 04/30/2001 08/01/2001 
Compressor Mi2  CIB Company PO 84294 05/17/2001 07/20/2001 
Pump Assy M3 BWA Company PO 17835 06/14/2001 08/15/2001 

FIGURE 10-2 
Illustrative Equipment Index. 

Similar to the drawing index, an equipment index can be developed that lists ma- 
jor equipment to be installed in the project. This equipment index is extremely valu- 
able to the project manager because it can serve as a reference document to track the 
purchase and delivery of equipment and schedule installation in the field during 
construction. Figure 10-2 illustrates the contents of an equipment index. Each ma- 
jor piece of equipment is listed along with the drawing number, vendor, purchase 
order date, and expected delivery date. The project manager can use this index as a 
reference guide and check list to contact vendors in advance of delivery dates to en- 
sure the equipment will arrive on schedule. A common source of delay during con- 
struction is late delivery of major equipment and material. 

DISTRIBUTION OF DOCUMENTS 

The design process requires the timely distribution of documents and exchange of 
information. Generally, there is a sense of urgency among team members to com- 
plete work at the earliest possible date. When information is inefficiently distrib- 
uted, it increases the work load of everyone and leads to delays in work, inefficient 
productivity, and frustration. 

The project manager can develop a distribution of documents key sheet (refer- 
ence Figure 10-3) that shows the routing of documents among team members and 
other major participants in the project. This is an effective co&nunication tool be- 
cause it allows each person to know who is receiving a particular document. Too of- 
ten, a team member will receive a document, re~ie~i t scontents ,  and determine that 
another team member should also be aware of the document. The distribution of 
documents key sheet verifies the recipients, thereby eliminating the necessity of at- 
tempting to contact anather person who may not be readily available. 

There should be a distribution of documents key sheet that is unique to each 
project. It can be easily prepared on a word processor, duplicated, and bound in a 
tablet form for use by all team members. It differs from a traditional company rout- 
ing slip because it has the project title at the top of the sheet along with the names 
of the team members so it easily identifies which project the document is directed 
to and who is receiving the document. 
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Distribution of Documents Key Sheet 
for X Y Z Project 

Send 
to - 
- 
- 
- 
- 
- 

Name Title Address 

Comments: 

I 
Action: See Me- Call Me__ Review- 

Distributed by: Date: 

FIGURE 10-3 
Distribution of Documents Key Sheet 

AUTHORIlY/RESPONSIBILITY CHECK LIST 

A project manager is often responsible for one or more projects at a time. Some of 
the projects may be in the early stage of development while others are in full 
progress and some are in the close-out phase. The problem that confronts a project 
manager who must handle multiple projects generally is not the management of any 
one project, but it is the difficulty in handling all projects simultaneously. This type 
of work condition requires some systematic means of knowing the work status of 
numerous people. 

To facilitate and keep track of team members the project manager can develop an 
authority/responsibility check list for each project (reference Figure 10-4). This list 
is continuously revised to show the status of completed, active, and pending work 
of each team member. It is especially useful in preparing agendas for team meet- 
ings. It also assists the project manager in organizing his or her own work and 
preparing reports to upper management and the owner's representative. 

The authority/responsibility check list can be prepared as a computer word pro- 
cessing file for each project. The project manager then can easily add, delete, or 
modify the information as it becomes known. Each update of the file can be saved 
on the disk under a new file name. with date. so a record can be kept of each update. 
This provides a thorough documentation of the history of the which i;valu- 
able for future reference in retracing the events in a project. The file of each project 
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AuthoritytResponsibility Check List 
X Y Z Project as of Febmary 26,2001 

TaskMlork item Authoritv/Resuonsibilitv Status Date 

Soil testing specifications John Smith, Civil Issued 02/26/2001 
Confirmation of wind loads Tim Jones, Structural Pending 04/22/2001 
Approval of shield wire angle Dan Banks, Owner's Rep. Approved 03/09/2001 
Final tower configuration Tim Jones, Structural Expected 05/26/2001 
Steel supplier's bid list Ron Mitchell, Purchasing Will Call 04/03/2001 
Right of way hearings Joe Thomas, Legal Pending 06/01/2001 

FIGURE 10-4 
Authority/Responsibility Check List for Project Manager. 

can be merged into a single file to provide a composite listing of the information 
that pertains to all projects for which the project manager is responsible. 

A more effective means of managing the authority/responsibility check list can 
be achieved by using a computer electronic spreadsheet. Each piece of information 
can be entered into a cell to enable the project manager to produce multiple sorts of 
the data. For example, a sort can be obtained for all work that is pending by a spe- 
cific date, or a sort can be obtained to list all work of a particular person. The use of 
a spreadsheet enables the project manager to perform any desired sort and is a valu- 
able tool for management of any single project or multiple projects. 

CHECK LIST OF DUTIES FOR DESIGN 

Table 10-3 provides a comprehensive check list of duties for the design phase of a 
project that is handled by the construction management (CM) type of contract. For 
projects other than the CM type of contract, the duties of the CM are distributed be- 
tween the owner and designer, depending upon the contract arrangement. The ar- 
chitect is the principal design professional for a building type project, whereas the 
engineer is the principal design professional for a heavylindustrial type project. 

TEAM MANAGEMENT 

Effective teamwork is a key factor in the successful management of any project. 
Usually, the project manager is involved in three areas of responsibilities: within the 
project team, between the team and the client, and between the team and other man- 
agement of the project manager's organization. In each of these areas, numerous 
situations often arise that can cause disruptions, conflicts, delays, and misunder- 
standings that may affect the team's performance. It is the duty of a project manager 
to coordinate the team in a manner that minimizes the development of these situa- 
tions, to be able to identify problems immediately, and to act quickly to resolve 
them in a satisfactoq manner. Table 10-4 is a list of typical problems that can arise 
related to team management. 



TABLE 10-3 
CHECK LIST OF DUTIES FOR DESIGN PHASE 

Design phase Owner CM Designer' Contractor 

1. Project team 
2. Program information 
3. information required 

for design 

Head 
Provide 
Provide 

Member 
Review 
Review 

Member 
Obtain/Approve 
Determine 
requirements 
Obtain, approve 
Particioate 4. Meeting-Project team Participate 

as required 
Organize, 
conduct, 
record 
Participate, 
document 
Evaiuate 
Recommend 
Prepare, 
monitor, 
enforce, 
compiy 
Provide 
Review 

5. Meetings-Design team 
as required 

6. Budget 
7. Budget contingency 
8. Scheduling-Program 

Participate 
as required 
Provide 
Provide 
Participate, 
approve, 
comply 

Organize, conduct 

Evaiuate 
Recommend 
Participate, 
approve, comply 

X 
X 

Comply 

9. Scheduling-Milestone 
10. Soil bearings 

Review 
Review & pay 

Review, approve 
Arrange, review & 
recommend 
Provide 11. Drawings-Preliminary Review, 

comment, 
approve 
Approve 
Review, 
comment, 
approve 
Review, 
comment, 
approve 
Review, 
approve 

Review, 
comment. 
advise 
Recommend 
Review, 
comment. 
advise 
Review, 
comment, 
advise 
Review, 
comment, 
advise 
Recommend 

12. ApprovalsDesign 
13. Drawings--Schematic, 

design development & 
working 

14. Specifications- 
Conceptual 

Issue documents 
Provide 

Provide 

15. Specifications- 
Technical 

Provide 

16. Design alternates Approve 
as required 
Approve 
as required 
Approve 
as required 
Monitor 
pay 

Recommend, prepare 

17. Value engineering & 
value management 

18. Estimating 

Provide Assist, review 

Provide Assist, review 

19. Agency plan reviews 
20. Permits--Not assigned 

to contractors in bid 
documents 

21. Insuranc-Ail risk- 
builders risk 

22. InsurancMwner's 
protective liability 

23. Cash flow projections 

Monitor 
Arrange for 
&obtain 

Facilitate 
Assist, consult 
with agencies 

Provide Assist. 
recommend 
Assist. Provide 

Provide, 
utilize 
Approve 

Provide, 
update 
Provide 

Assist 

24. Specifications- 
Instructions to bidders 

25. Specif~cations- 
Proposal section 

26. Bidding alternates 

Review & advise 

Approve Provide Review & advise 

Approve 
as rewired 

Recommend, 
review 

Recommend, review 
issue 

Source: NSPEIPEC Reportel: Vol. Vii, No. 2. 
The referenced NSPWPEC publicat~on cited "Architect"; however, the term 'Designer" is used here to 

imply the architect may be the principal design professional for building projects, whereas the engineer may be 
the principal design professional for heavyfindustrial prolects. 
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TABLE 10-4 
TYPICAL PROBLEMS IN TEAM MANAGEMENT 

1. Differing outlooks, priorities, interests, and judgements of team members 
2. Project objectives become unclear to the team members 
3. Communication problems 
4. Scope changes by the owner 
5. Lack of coordination by team members 
6. Lack of management support 

A team is a group of individuals, each of whom is usually responsible for per- 
forming work on more than one project. As the number of projects for which a team 
member is involved increases, the risk of losing priorities also increases. The proj- 
ect plan must include setting priorities at the start of the project. The project man- 
ager must ensure that project objectives are known and clearly understood by team 
members because project objectives can become unclear to the team, particularly 
during the design phase of a project. 

Poor communication is the most common source of problems related to team 
management. Meetings must be held routinely to keep team members informed so 
information can be exchanged. Team meetings should serve as forums for getting 
problems out on the table so they can be resolved; however, the project manager 
must also be accessible to team members who may not feel comfortable airing prob- 
lems or potential problems in meetings. 

Scope changes by the owner can adversely affect the project budget and sched- 
ule. Team members must be cautious of expanding the scope of a project in an at- 
tempt to please the owner. The scope must be locked in at the beginning of the 
project and should not be changed without a written agreement between the owner's 
representative and the project manager, The written agreement must include an ap- 
propriate change in the budget and schedule that matches the change in scope. 

The project manager is responsible for overall coordination of the entire project 
team. However, individual coordination between team members is also necessary. 
The project manager must instill an environment of cooperation that encourages the 
free exchange of information among team members. 

The project manager must have management support from his or her own orga- 
nization. This can best be achieved by keeping management informed of the status 
and needs of the project team. Assistance cannot be given unless the need is known. 
Management should be included as an integral part of project reviews. 

To assist the project manager in his or her role of performing team management 
responsibilities, the project work plan must be kept up to date. It must be formally 
modified when changes are made in the scope of work, members of the project 
team, services and tasks to be performed, individual responsibilities, schedule, and 
budget. 

The team must be managed in an open manner. Discussions of roles and 
relationships, and the rationale behind project decisions, should be done in team 
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meetings rather than private conversations. The project manager must be consistent 
in making the day-to-day decisions that alter roles and relationships within the team. 

The concept of " team should be instilled in the attitude of ail individuals. The 
project manager must emphasize commitment, clarity, and unity of the team to min- 
imize the number of trivial conflicts. Since each person is unique, there can be dif- 
fering outlooks, priorities, interests, and judgements. Because of the diversity of 
individuals, the project manager must deal with the human aspects in his or her role 
as leader of the project team. Some leadership qualities are inherent in a project 
manager and others require development through training and experience. 

EVALUATION OF DESIGN EFFECTIVENESS 

Design is a complex process involving the application of technical knowledge to 
creative ideas in order to produce a set of specific instructions for construction 
of the project. It is the focal point of definition of the project and has a significant 
impact on cost and schedule. Thus, it is essential to have the most effective design 
possible. 

Most of the efforts related to measurement and evaluation of productivity and 
performance of project work have been directed toward the construction phase. The 
Construction Industry Institute (CII) has sponsored research and published numer- 
ous papers on a variety of topics related to project management. Evaluation of De- 
sign Effectiveness is a CII document that provides a thorough description of outputs, 
or products, of the design process. 

The following paragraphs are a summary of excerpts from the CII report Evalu- 
ation of Design Effectiveness. The report states this method is not intended to be, 
nor should it be, used as an evaluation of a designer or the design process. It is in- 
stead a measure of design effectiveness and an evaluation of design outputs. 

Measurement of design productivity is perhaps more difficult than measuring 
productivity in the construction phase. Simplistic measurements such as cost per 
drawing or work-hours per drawing have obvious limitations because of variations 
in drawing size and content. Also there is increasing realization that the true mea- 
sures of the effectiveness of the design effort are found in the construction of a proj- 
ect and use of the project by the owner after construction is complete. Thus, it may 
be more beneficial to develop a method for evaluating the effectiveness of design 
rather than the productivity during the design activity itself. 

The ability to measure design effectiveness using the following proposed method 
represents an important step in a broader effort to improve the total design process. 
Such an effort encompasses the identification of the effect on design effectiveness 
of various inputs to the design process and of the systems and techniques employed 
by the designer. 

CII researchers have suggested the use of a technique called an objectives matrix 
for productivity evaluation. The same concept can be used to develop an effective- 
ness measurement for design. An objectives matrix consists of four main compo- 
nents: criteria, weights, performance scale, and performance index. 
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The criteria define what is to be measured. The weights detennine the relative 
importance of the criteria to each other and to the overall objective of the measure- 
ment. The performance scale compares the measured value of the criterion to a stan- 
dard or selected benchmark value. Using these three components, the performance 
index is calculated, and the result is used to indicate and track performance. 

Use of the objectives matrix is illustrated in Figure 10-5. The seven criteria of de- 
sign effectiveness are given as column headings; the criteria weights are shown near 
the bottom of each column. The performance scale of 0 to 10 is given at the right of 
the matrix. A score of 10 represents perfection, and a score of 3 is average. 

A score for each of the seven criteria is represented by an " X  in the appropriate 
box and is entered at the bottom of the matrix. Each criterion's score is multiplied 

FIGURE 10-5 
Design Evaluation Matrix. 
Source: Construction Industry Institute, Publication No. 8-1 
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by its weight to obtain its value. The sum of all values constitutes the performance 
index, which is shown at the bottom right of the matrix. 

The score for a criterion can be obtained in at least three ways: judgmental, based 
upon a single quantitative measurement, or based upon a combination of several 
subcriteria that are represented by a matsix. 

Judgmental scoring can be used for some or all criteria. The scoring in Figure 
10-5 is representative of judgmental scoring. Although judgmental ratings have the 
limitation of subjectivity, the objectives matrix approach still allows their appropri- 
ate application with multiple criteria of different weights. 

For some criteria, quantitative measures can be used instead of judgements to de- 
termine scores. For example, the accuracy of the design documents can be evaluated 
by measuring the amount of drawing revisions per total drawings. The score for per- 
formance against the schedule criterion can be determined by using the percent of 
design document release dates attained. This approach is illustrated in Figure 10-6, 
in which these two criteria are represented by quantitative measures. 

In the example of Figure 10-6 predetermined benchmark values are entered into 
the boxes representing appropriate scores for each criterion. The benchmark value 
for a score of 3 is considered normal or average, while that for a level of 0 repre- 
sents the minimum level of accomplishment realized in recent years. The bench- 
mark value for a level of 10 represents the ultimate expected in the foreseeable 
future. The score of 3 is used for normal rather than 5 to allow more opportunity for 
improvement. 

The performance value attained is entered at the top of each column. The appro- 
priate score representing that performance is then determined and is circled in Fig- 
ure 10-6. If a performance level falls between two scores, the lower score is used. A 
score is not given until it is attained. 

A third approach is to measure each criterion through the use of several subcrite- 
ria. The subcriteria themselves can have differing weights and measurements. These 
can be combined into a single criterion score through the use of a submatrix for that 
criterion. 

Given the many complexities and variables of the total design process, no mea- 
surement system can yield absolute quantitative results that are applicable without 
an interpretation of all the design situations and circumstances. However, the 
method outlined can be utilized for three purposes: to develop a common under- 
standing between the owner, designer, and contractor concerning the criteria by 
which design effectiveness on a given project will be measured; to compare design 
effectiveness of similar proiects in a systematic and reasonable quantitative manner, 
highlighting performanEe trends; andto identify opportunities to improve the effec- 
tiveness of the entire design process as well as the contributions toward the ultimate 
result made by all particiian~s. 

CONSTRUCTABILITY 

Traditionally, engineering and construction have been separated early in the project. 
The adoption of new technology such as three-dimensional computer aided drafting 
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FIGURE 10-6 
Design Matrix Using Quantitative Evaluation. 
Source: Construction Industry Institute, Publication No. 8-1 

and design (CADD), robotics, and automation in construction has generated in- 
creased interest in the constructability of a project. With these new innovations, de- 
signs can be configured to enable efficient construction, which places more 
emphasis on merging engineering and construction to include constructability's in- 
put in the design effort. The desired result is to facilitate the exchange of .ideas be- 
tween construction and design before and during design, rather than after design. 

The CII has sponsored research and published reports related to constructability. 
CII Publication No. 3-3, entitled Constructability Concepts File, provides a good 

- SCORE 
-WEIGHT 
- VALUE 

2 6 

50 90 

6 ---- 
10 

60 

4 

10 

40 

2 6 

20 - 
120 

7 

15 

30 

5 -- 
35 



CHAPTER 10: DESIGN COORDINATION 255 

description of constructability concepts related to conceptual planning, design and 
procurement, and field operations. The following paragraphs contain excerpts from 
the report to illustrate the contents of the report. 

There are at least five factors that should be considered in constructability delib- 
erations related to design configurations for efficient construction: simplicity, flex- - - 
ibility, sequencing, substitution, and labor skill/availability. 

Simplicity is a desirable element of any constructable design. Unwarranted corn- - - - 
plexity is not in the best interest of anyone and markedly increases the probability of 
an unsatisfactory linished product. Special drawings and instruction may be required 
to improve the constructability proceqs, particularly for retrofit or rebuild projects. 

Flexibility for the field construction personnel to select alternative methods or in- 
novative approaches is highly desirable. Designs should specify the desired results 
and not limit approaches to attain these results. In the fully open and competitive 
market, it is highly desirable to provide designs that do not limit the construction 
methods or approaches. 

Sequencing of installation is as much a design consideration as it is a procure- 
ment and construction consideration. Many times designs have evolved that unnec- 
essarily restrict installation sequences during construction. Design should include 
careful consideration of layout and spacing of facilities so more than one construc- 
tion operation can occur at a time. 

Substitutions or alternatives warrant attention, but too often are neglected be- 
cause the attitude prevails that it has always been done a particular way. Improperly 
considered material applications will impact constructability, resulting in costly 
modifications. These impacts can be lessened and eliminated when addressed dur- 
ing the design phase by constructability programs. 

Labor skilVavailability are often not considered early enough in a project life cy- 
cle. The availability of labor and the skill level of the workers should be fully ex- 
plored. The absence of either skill levels or availability of the work force can have 
a costly impact on a project and require consideration during the design phase. 

CII research has shown that company or project size is no barrier to con- 
structability and the implementation of a constructability program. The involvement 
of construction in the design phase results in better projects, lower costs, better pro- 
ductivity, and earlier project completion. Amajor obstacle to the implementation of 
effective constructability programs is the concept that designs are merely reviewed 
by construction to select the design that is easiest to build. CII Publication No. 3-2 
provides guidelines for implementing a constructability program. 

POST DESIGN REVIEW 

Evaluation is a continuous process and necessary for improvement of project man- 
agement. The system used by the project manager's organization to handle work 
must be flexible enough to respond to differences in individual projects. At the 
beginning of each project, the project manager must determine what modifica- 
tions and improvements need to be made in the system that are appropriate for the 
project. 
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After completion of the design for each project, the project manager and his or 
her team should conduct a complete and candid evaluation of the design effort and 
the management of the design process. This evaluation should include each mem- 
ber of the project team as well as other key participants that were involved in 
design. 

A check list should be prepared to evaluate all aspects of the project including 
scope growth, match of quality and scope, owner's expectations and satisfaction, 
conflicts within the team or other parties, excessive changes in schedules, compar- 
ison of final costs with the original budget, and a list of precautions for management 
of future projects. 

After a thorough discussion of the design process, a brief summary report should 
be prepared by the project manager that should include a list of recommendations to 
improve the system for future projects. 

QUESTIONS FOR CHAPTER IGDESIGN COORDINATION 

1 Describe the purpose of a drawing index and an equipment index in the management of a 
project. In your response, include the persons responsible for preparing these two docu- 
ments and the persons who will use them. 

2 Briefly describe the distribution of documents key sheet, for example, what is contained 
on it, its purpose and use in the management of a project, and how it is different from a 
traditional muting sheet. 

3 Below is the score for each criterion of a design evaluation matrix. Use the weight value 
in Figure 10-5 and calculate the index. 

Criteria Score 

Accuracy 4 
Usability 5 
Cost 2 
Constructability 7 
Economy 3 
Schedule 4 
Start-up 8 

4 Describe the authority/responsibility check list and its importance in the management of 
multiple projects at the same time. 

5 A post design review can be extremely valuable in the design coordination of future proj- 
ects, because the lessons learned can he identified and shared with others. However, some 
people are reluctant to perform this task at the end of every project. Why do you think 
some people are reluctant to perform a post design review? As a project manager, how 
would you resolve this problem? 
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CONSTRUCTION PHASE 

IMPORTANCE OF CONSTRUCTION 

The construction phase is important because the quality of the completed project is 
highly dependent on the workmanship and management of constniction. The qual- 
ity of construction depends on the completeness and quality of the contract docu- 
ments that are prepared by the designer and three other factors: laborers who have 
the skills necessary to produce the work, field supervisors who have the ability to 
coordinate the numerous activities that are required to construct the project in the 
field, and the quality of materials that are used for construction of the project. 
Skilled laborers and effective management of the skilled laborers are both required 
to achieve a quality project. 

The construction phase is also important because a majority of the total project 
budget and schedule is expended during construction. As presented in previous 
chapters, the design costs for a project generally range from 7% to 12%. Using a 
10% medium value, then 90% of the cost of a project is expended during construc- 
tion. Thus, a 15% variation in design costs may impact the project by only 1.5%, 
whereas a 15% variation in construction costs may impact the project by 13.5%. 

Similar to costs, the time required to build a project is always disproportionally 
greater than the time reauired to desim it. Most owners have a need for use of their ', - 
projects at the earliest possible date; therefore, any delay from a planned completion 
date can cause significant ~rohlems for both the owner and contractor. Due to the - 
risks that are inherent to construction, and the many tasks that must be performed, 
the construction contractor must carefully plan, schedule, and manage the project in 
the most efficient manner. 

258 
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ASSUMPTIONS FOR CONSTRUCTION PHASE 

The objective during the construction phase is to build the project in accordance 
with the plans and specifications, within budget and on schedule. To achieve this 
objective there are three assumptions as shown in Table 11- 1. 

Although the assumptions are reasonable, there are often variations due to the na- 
ture of construction work. A project is a single, non-repetitive enterprise. Because 
each project is unique, its outcome can never be predicted with absolute confidencd 
To construct a project the owner generally assigns a contract to a contractor who 
provides all labor, equipment, material, and construction services to fulfill the re- 
quirements of the plans and specifications. This requires simultaneously coordinat- 
ing many tasks and operations, interpreting drawings, and contending with adverse 
weather conditions. 

It is difficult for some individuals to acknowledge the fact that plans and specifi- 
cations do have errors. The preparation of a design requires many individuals who 
must perform design calculations, coordinate related work, and produce many 
sheets of drawings that have elevations, sections, details, and dimensions. Although 
every designer strives to achieve a flawless set of plans and specifications, this is 
rarely achieved. 

The owner generally accepts and approves the contract documents before com- 
mencing construction. However, the plans and specifications don't always represent 
what the owner wants. The interest of some owners, particularly non-profit organi- 
zations or public agencies, is represented by individuals who are members of a 
board of trustees, board of directors, or a commission. These individuals generally 
have a background in business enterprises and/or professional occupations with lit- 
tle or no knowledge of project work or interpretation of drawings. Thus, they may 
approve the selection of a material or configuration of a project without fully un- 
derstanding what it looks like until it is being installed during construction. 

Serious problems can arise for both the owner and contractor if the contractor 
submits a bid price that is lower than required to build the project, with a reasonable 
profit. A contractor that has underbid a project can also cause significant problems 
for the design organization. A construction company is a business enterprise that 
must achieve a profit to continue operations. A careful evaluation of each contrac- 
tor's bid is necessary before award of a construction contract; because if a project is 
underbid by the construction contractor, the management of the project will be dif- 
ficult regardless of the ability of the individuals that are involved. 

TABLE 11-1 
ASSUMPTIONS FOR CONSTRUCTION PHASE 

Scope The design plans and specifications contain no errors and meet the owner's require- 
ments and appropriate codes and standards. 

Budget The budget is acceptable; that is, it is what the owner can afford and what the con- 
tractor can build it for, with a reasonable profit. 

Schedule The schedule is reasonable; that is, short enough to finish when the owner needs it 
and long enough for the contractor to do the work. 
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Conditions can arise that alter the project budget and schedule, such as changes 
desired by the owner during construction, modifications of design, or differing site 
conditions. To reduce the impact of these conditions, there should be a reasonable 
contingency to allow for these types of variations that can adversely affect the proj- 
ect budget and schedule. 

Sufficient time must be allowed for contractors to perform their work. If a rea- 
sonable time is not allowed, the productivity of workers and quality of the project 
will be adversely affected. There are always conditions that arise during constnlc- 
tion that can disrupt the continuous flow of work, such as weather, delivery of ma- 
terials, clarification of questions related to design, and inspection. The contractor 
must plan and anticipate the total requirements of the project and develop a sched- 
ule to allow for a reasonable variation of time that is inherent in the construction 
process. 

The project manager must contend with problems as described above. He or she 
must always be alert to these situations and must continually plan. alter, and coor- 
dinate the project to handle the situations as they arise. 

CONTRACT PRICING FORMATS 

The method that is selected to compensate the construction contractor can have a 
large impact on a project's cost, schedule, and the level of involvement by the 
owner and designer. Contract pricing may be divided into two general categories: 
fixed price and cost reimbursable. For fixed-price contracts the contractor may be 
compensated on a lump-sum or unit-price basis. Cost-reimbursable contracts may 
include methods of payment by any one or combination of the following: cost plus 
a percentage or fixed fee, guaranteed maximum price, or incentive. 

Many books and articles have been written that discuss the advantages, disad- 
vantages, and conditions that are favorable for the use of the above methods of pay- 
ment for construction services. The following paragraphs are presented as a 
summary of what has already been written, to assist the project manager in his or 
her role of management. 

The intent of lump-sum contracts is to fix the cost of the project by providing a 
complete set of plans and specifications that are prepared by the designer prior to 
construction. However, the contractor is entitled to extra compensation for any 
changes that may be necessary during construction. For lump-sum contracts, 
changes during construction are a major source of cost overruns. For these types of 
projects it is necessary to ensure a complete design that is as error free as possible 
and to keep any owner changes to a minimum. There should be an adequate review 
of the contract documents before bidding to detect any discrepancies that may exist 
and to confirm the constructability of the project. The project manager should work 
with the owner during construction to evaluate the full impact of a project change, 
including the effect on the project's cost and schedule, because a change in one area 
of the project often affects other areas of the project. There should be a rate sched- 
ule for labor and equipment for extra work related to project changes that is agreed 
upon before the construction contract is signed. 



Unit-price contracts are awarded because the quantity of work may not be deter- 
mined with a degree of accuracy to enable a contractor to submit a lump-sum bid. A 
major source of cost overruns for unit-price contracts is errors in the estimated pay 
quantities. Errors in estimated pay quantities can lead to unbalanced bids by con- 
tractors which can cause significant increases in the expected cost of the project and 
expensive legal disputes. There should be a thorough review of all estimated pay 
quantities of unit-price contracts before the request of contractor's bids. After re- 
ceipt of all the bids, a careful review of each unit-cost bid item should be performed 
to detect any bid unbalancing. In particular there should be a review of large quan- 
tity pay items and any unusually large unit-cost bid items to detect irregularities. 

For some projects it is desirable to start construction before design is complete, 
for example, projects that are complex in nature, or projects that must be completed 
due to emergency situations when it is not practical to produce a complete detailed 
design of the entire project before starting construction. Cost-reimbursable projects 
require extensive monitoring of material deliveries and measurement of work. The 
owner's organization must establish a field office to review and approve the costs of 
material, labor, equipment, and other costs associated with the project. This method 
of contracting can be efficient for owner organizations that need the flexibility of 
modifying the project as required, during construction, to produce the best end re- 
sults to meet their needs. However, the owner must have extensive experience with 
handling projects. 

DESIGN/BID/BUILD METHOD OF PROJECT DELIVERY 

Designlbidlbuild (DIBIB) is often considered the traditional project delivery 
method. All design work is completed before starting the bid and construction 
process. This delivery method is usually selected for projects when cost is primary, 
schedule is secondary, and the scope is well defined. 

The D B B  project delivery method is a three-party arrangement involving the 
owner, designer, and contractor. The owner signs one contract with the designer for 
design services and signs another contract with the contractor for construction ser- 
vices. Both the designer and contractor work for the owner. The contractor does not 
work for the designer; however, the owner usually designates the designer as their 
representative during construction. The designe; is u&ally paid based on a pre- 
arranged fee or on a percentage of the construction contract. The contractor is paid 
basedon a lump-sum amount: 

Since design is completed before bidding, the owner has the opportunity to know 
what the project will look like before proceeding into construction, when the biggest 
costs will be incurred. The contractor also has a clear understanding of the project 
requirements and is thereby able to estimate the cost of construction with a high de- 
gree of accuracy. This allows the owner to know the project cost before committing 
to sign construction contracts. In DIBB the responsibility, risk, and involvement of 
all parties are well defined. The owner has a relatively high level of involvement 
and control during design, but low involvement during construction because the 
contract documents clearly define what the contractor must do. 
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The biggest disadvantage of the D/B/B project delivery method is the extended 
time that may be required for completing the design and bidding the project before 
starting actual construction. Changes made after the award of construction contracts 
can be costly to the owner. 

DESIGN/BUILD METHOD OF PROJECT DELIVERY 

The designbuild (Dm) project delivery method is often chosen to compress the 
time to complete the project. The completion time usually is reduced because con- 
struction can start before all the design is completed. The owner has considerable 
control and level of involvement throughout the project. This provides flexibility to 
the owner for revision of the design during construction. The D/B project delivery 
method is usually selected for projects when the schedule is primary, the cost is sec- 
ondary, and the scope is not well defined. 

The D/B method of project delivery is a two-party arrangement, involving the 
owner and the DIB company. A contract is signed between the owner and the D/B 
firm to perform both design and construction services. All design, including con- 
struction drawings, are done by the D B  contractor. All construction is done by the 
D/B contractor, although the D/B contractor may hire one or many subcontractors. 
The D B  firm typically has an in-house design staff as well as experienced con- 
struction personnel. This arrangement can reduce the conflicts between the designer 
and contractor that often occur in the D/BB delivery method. Sometimes a con- 
struction contractor will team with a design firm or a design company will team 
with a construction contractor to provide D/B work for the owner. 

It is common to choose the D/B firm by a qualifications-based selection (QBS) 
procedure. The owner solicits proposals from a prequalified or prescreened list of 
firms. An evaluation process is used to assess quality, safety record, schedule, cost 
performance on past jobs, and other factors from each prospective D/B firm. Thus, 
selection is based on qualification rather than price. The cost of the D/B services is 
usually based on some type of cost-reimbursable arrangement, either cost plus a 
fixed amount or cost plus a percentage. 

For projects that have a reasonably defined scope, the D/B firm is sometimes se- 
lected based on price. For incentives, the contract may be based on a guaranteed 
maximum amount, with bonuses when the final cost is less than the guaranteed 
amount and penalties when the final cost is more than the guaranteed amount. 

Although the total project cost is a major consideration, the total cost is not well 
know at the beginning of a D/B project because the design has not been prepared. 
Handling inspection is an issue that must be addressed early in the project, because 
the designer is also the builder. If qualified individuals are available in the owner's 
organization, the owner may perform inspection. In some situations, an independent 
third party is used for inspection services. 

CONSTRUCTION MANAGEMENT METHOD OF 
PROJECT DELIVERY 

There are many variations of the construction management (CM) method of project 
delivery. One variation of CM is called agency CM, sometimes referred to as pure 



CM in the engineering and construction industry. In this arrangement the CM is a 
firm outside the owner's organization that acts as the agent for the owner. The 
agency CM f i  performs no design or construction but assists the owner in select- 
ing one or more design firms and one or more construction contractors to build the 
project. The agency CM firm assumes no risks because all contracts are signed be- 
tween the owner and the designers and/or contractors. Generally the agency CM 
works for a fee. 

Corporate CM is similar to agency CM, except the CM services are provided by 
personnel inside the owner's organization. The design and construction is per- 
formed by firms outside the owner's organization with the corporate CM staff man- 
aging and coordinating overall effort. 

CM at risk (CM@Risk) is another variation of CM. The term CM@Risk is used 
because the CM firm will actually perform some of the project work, thereby ex- 
posing themselves to risks associated with quality, cost, and schedule. The work 
may include some or all of the design as well as some or all of the construction. 
There are two subvariations in CM@Risk, primarily construction firms that become 
involved in CM and primarily design firms that become involved in CM. Construc- 
tion contractors that do CM@Risk work typically focus on the construction aspects 
of the project and hire the design work necessary to support the construction effort. 
Sometimes this variation of CM is referred to as contractor CM. Design firms that 
do CM@Risk are more closely affiliated with design than construction. Typically 
they focus on the design aspects of the project and hire the construction work. 
Sometimes this variation of CM is referred to as designer CM. The CM@Risk firm 
may work on a lump-sum, cost reimbursable, or a guaranteed maximum price basis. 

Regardless of the variation of CM methods that is used for project delivery, CM 
is a single-source management of the project that allows the owner to control his or 
her level of involvement. To be successful the CM must be involved at the begin- 
ning of the project. Performing some of the design work without involvement of the 
CM prevents taking advantage of CM services. Selection of the CM early in the 
project increases the potential for reductions in costs by eliminating contract ad- 
ministration costs from designers and contractors. There can also be potential sav- 
ings in time by integrating all parties from the start to the end of the project. This 
allows the owner to concentrate on overall aspects of the project rather than on day- 
to-day problems. 

The CM must carefully monitor multiple construction contracts to ensure there 
are no gaps or overlaps in work. Tracking the costs of multiple construction con- 
tracts also requires careful attention. There also must be careful monitoring of the 
project to prevent delays that can occur due to interference of contractor's work at 
the job-site. 

BRIDGING PROJECT DELIVERY METHOD 

Bridging is a hybrid method of project delivery for building type projects. The 
contract documents are prepared by the owner's designer. These documents 
define functional use and appearance requirements of the project. Performance 
specifications are used to specify the construction technology. The details of 
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construction are developed by the construction contractor. Final design, consisting 
of the construction drawings, is done by an engineering/construction contractor, 
who performs final design and provides construction services using subcontractors. 

FAST-TRACK PROJECTS 

Fast-track is the term commonly used for projects that must be completed in the 
earliest possible time. Construction work overlaps design. As soon as a portion of 
the design is completed, then construction work is started. Fast-track projects can be 
performed under the D/B or CM methods of project delivery. Fast-track applies to 
projects that are schedule driven at the request of the owner. For example, the owner 
may want to complete a process plant at the earliest possible date in order to pro- 
duce and market a product before a competitor. Or a business may want to complete 
a building by a specific date to accommodate a special event. 

TURN-KEY PROJECTS 

Turn-key is the term commonly used for projects that are designed, built, and put 
into operation before the project is turned over to the owner. The company provid- 
ing the turn-key services may secure the land for the project, perform or coordinate 
all aspects of the design, arrange and administer construction contracts, manage 
construction of the project, staff and train the personnel to operate the facility, and 
then turn the project over to the owner. Turn-key projects typically are manufactur- 
ing or process plant type facilities in remote locations. 

DESIGN DEVELOPMENT AND PERFORMANCE 
SPECIFICATIONS 

Owner organizations that have some design capabilities, but not enough to design 
the complete project, will solicit bids based on preliminary design development 
drawings. For example, the design development drawings may only be developed 
to the 30% to 50% level of detail of the final drawings. Then, performance specifi- 
cations are written to describe what the systems must do in the project rather than 
how the systems will perform. The construction drawing are completed by a D/B 
contractor that has special expertise related to the project. Owner organizations in 
the process industry sometimes handle projects in this manner. 

KEY DECISIONS FOR PROJECT DELIVERY 

The following issues can have a significant impact on the success of any project and 
should be considered in selecting the project delivery method: 

1 Number of contracts 
2 Selection criteria 
3 Relationship of owner to contractor 
4 Terms of payment 



Number of Contracts 

One Contract I Many Contracts 

As illustrated above, the number of contracts can vary from one to many, depending 
on the chosen method of project delivery. For D/B/B projects, the owner awards 
contracts to two parties: one to a designer, who may contract some of the design 
work to other design firms, and one to the constmction contractor, who may con- 
tract to numerous subcontractors who perform special construction work. 

For DIE projects, the owner awards a contract to one party: the DIB firm, who 
may in turn subcontract to many contractors. For CM projects, the owner awards 
contracts to three parties: the constmction manager, designer, and construction con- 
tractor. Under this scenario, there may be many subcontracts awarded under each of 
these three principal parties. 

Selection Criteria 

Price I Qualifications 

As illustrated above, contractors may be selected on the basis of price or qualifica- 
tion. Traditionally, designers are selected based on qualification and contractors 
based on price. However, the trend in recent years has been to select designers based 
on price. The selection criteria depend on the services that are being procured. Typ- 
ically price is used for selection of products that are easily defined or services that 
are easily evaluated. Qualifications are used for unusual products, proprietary work, 
or services that require special expertise, knowledge, and judgement. 

Contractual Relationship 

Agent I Vendor 

A contractor may be viewed as an agent or vendor. An agent represents the owner's 
interest, works for a fee, and usually is selected based on qualifications. A vendor 
delivers a specified product or service, works for a price, and generally is selected 
based on price. Traditionally, designers are at the agency end of the spectrum and 
contractors are at the vendor end of the spectrum. Some owners ask contractors to 
act as agents in procuring and managing constmction and treat designers as vendors 
of plans and specifications. When owners need advice or guidance, they typically 
choose an agent relationship, whereas when owners know exactly what is required, 
they may choose a vendor relationship. 

Terms of Payment 

~ump-sum I cost-plus 

As illustrated above, the terms of payment can vary from fixed price to cost reim- 
bursable. Fixed price is used when the details of the work are well understood. Cost 
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reimbursable is used when the scope of work is unknown or not clearly defined. 
There are ranges of terms of payment from fixed to cost reimbursable. 

Under a lump-sum arrangement for payment, the contractor is paid a fixed sum 
for the work based on executing the contract documents. For unit-price payments, 
the contractor is paid based on a predetermined amount for each unit of material that 
is installed. 

For a cost-plus fee with a guaranteed maximum price (GMP), the contractor is 
paid the actual cost plus a fee. If the cost exceeds the GMP, the contractor incurs the 
extra cost. If the cost is under the GMP, the contractor shares in the savings. 

For a cost-plus fee with a target price, the contractor is paid actual costs plus a 
fee. As an incentive to meet the target price, arrangements can be made for various 
bonuses and a penalty if the final cost deviates from the target price. For example, 
the contractor may incur 80% and the owner 20% of all costs over the target price. 
Or, the contractor may receive 70% and the owner 30% of the savings if the final 
cost is under the target price. Thus, the contractor shares in the savings under the 
target price and pays part of the overrun if the cost is over the target price. The tar- 
get price can be modified by the change order process. 

For cost-plus projects, the contractor is paid actual costs plus a fixed or percent- 
age fee. The percentage fee can be a sliding scale, depending on the arrangements 
that are agreed to between the owner and the contractors. 

The above payment terms may be combined into one contract, for example, 
fixed-price, lump-sum with a unit price for ordinary soil excavation and cost-plus 
fee for rock excavation. The terms of payment should be commensurate with the 
amount of risk assumed by each party. 

PROSPECTIVE BIDDERS AND BIDDING 

The selection of the contractor is important because the successful completion of 
the project is highly dependent upon the contractor. The owner andlor designer must 
depend upon the contractor to provide labor, equipment, material, and know-how to 
build the project in accordance with the plans and specifications. If the contractor 
has problems, everyone has problems. 

The owner generally requires prospective contractors to provide a bid bond be- 
fore a bid is accepted. Before award of a contract, most owners require the contrac- 
tor to submit a material and labor payment bond, and a performance bond. All bonds 
are supplied to the owner from the contractor before commencing construction in 
the field. Although bonds provide some degree of protection to the owner, they do 
not guarantee that construction will proceed in a smooth operation. In addition to 
bond requirements, prospective bidders should be screened by a prequalification 
process that evaluates their record of experience, financial capability, safety record, 
and general character and reputation in the industry. 

For competitive-bid projects at least three bids should be received to provide a 
representive comparison of costs. Generally, a higher number of bidders will gener- 
ate more competition, resulting in lower bids. However, the quality of the bidders is 
more important than the quantity of bidders. For private projects it is possible to 



control which companies are allowed to submit a bid. In this type of situation it is 
better to not allow companies to bid if their capabilities are in question or if they are 
simply not wanted to build the project. 

Careful consideration should be given to the length of time that is allowed for 
contractors to submit bids. The proposed due date should be adequate for bidders to 
prepare a thorough bid. If there is uncertainty regarding what length of time would 
be adequate, a reputable contractor can be consulted to assist in developing a rea- 
sonable time for preparation of bids. If the time is too short, some bidders may de- 
cline, or worse the bid may not be properly prepared. If the bid time is too long, 
there is an unnecessary delay in construction. 

An addendum is a change in the bid package during the bidding process to cor- 
rect errors, clarify requirements of the project, or make changes before awarding a 
contract to the contractor. Numerous addenda may discourage reputable, prospec- 
tive bidders or place the bidders in a precarious "beware" status regarding the qual- 
ity of the plans and specifications, or the possibility of additional changes the owner 
may make during construction. These conditions can lead to costly change orders 
that will adversely affect the final cost of a project. 

A prebid conference should be held to clarify any unique aspects of a project and 
assist the bidders in their preparation of a good bid. This is an opportune time to 
clarify scope, explain special working conditions, and answer questions of contrac- 
tors. Any item that is clarified at the meeting, that is not in the bid documents, 
should be confirmed in writing to all parties. 

For any project, the party that will administer the contract should prepare a de- 
tailed cost estimate from the same set of bid documents that the contractors are us- 
ing to bid the project. This will assist in the evaluation of contractors' bids because 
the process of preparing an estimate requires a close scrutiny of all aspects of the 
project. Many problems associated with a project can be detected by thoroughly re- 
viewing the bid documents and going through the process of preparing a detailed 
cost estimate. There are llumerous professional estimating companies that can per- 
form this service if the capability does not exist in the party's organization that will 
administer the contract. 

QUALIFICATION-BASED SELECTION (QBS) 

For lump-sum, fixed-price projects, construction contractors typically are selected 
based on the lowest and best-qualified bidder. Determining the lowest price is rela- 
tively simple since each contractor is required to submit a bid price. To ensure qual- 
ification, often the contractors are required to submit a prequalification fonn prior 
to bidding. The form typically requests information regarding the contractor's rep- 
utation, financial stability, and capacity to perform the work. In addition most bid 
documents require a bid bond when the bid is submitted to the owner. Qualification 
for bid bonds typically assures the owner that the contractor will also qualify for the 
payment and performance bonds after the contract is signed. 

For cost-reimbursable projects or negotiated contracts, contractors are often cho- 
sen based on QBS, because the price of the project is unknown at the time the 



contractor is being selected. The owner typically selects a short list of contractors, 
each of whom would be likely selected for the work. Meetings are held to give each 
prospective contractor the opportunity to ask questions and receive clarifications re- 
garding the extent of the proposed contract and the desired project outcome by the 
owner. The meetings are informative in nature and may involve a visitation to the 
project site. Then, formal requests for proposals (RFPs) are solicited from contrac- 
tors. Typically, the W s  request information regarding overall project management 
and technical ability, record3 of relevant past jobs and performance, and the ap- 
proach to be taken in handling the project, including a cost proposal. Afixed format 
for the RFP is provided to each contractor to allow the owner to compare proposals 
on a common basis. 

Upon receipt of all m s ,  the owner performs an evaluation. An assessment is 
made of each cost proposal. Since the actual cost is not known, the owner must de- 
termine if each contractor's cost proposal is realistic. The cost proposal may involve 
a fee schedule for all labor, equipment, and indirect charges that would apply to the 
job. Typically, the owner is not looking for the least cost, but a competitive cost 
range. Costs are considered, but the final selection is based on the best and final 
offer. 

To detennine the best and final offer, a weighted evaluation system is used to 
pr0vide.a quantitative measure of each RFP. For example, the RFP is divided into 
categories, with a weight given to each category depending on its importance. Some 
categories may be given the same weight, whereas others are given different 
weights. Below is an illustrative example of categories for evaluation. 

Management information system 
Project schedule 
Personnel 
Contractor quality control 
Management of subcontractors 
Resource utilization 
Health and safety approach 
Financial capacity 
Experience and references 

The management information system may include software for CADD, schedul- 
ing, cost estimating, accounting, submittal reporting systems, and other relevant 
data. The level of development of an effective management information system is a 
measure of a firm's ability to maintain a project budget during both design and con- 
struction. An appropriate project schedule, either a bar chart or network, that shows 
major milestones required to complete the project should be provided. A cost esti- 
mate should be required because price is a consideration in selecting contractors. 
Although the final cost is not known at the time a contractor is chosen, the cost es- 
timate does give an indication of the final cost. 

The caliber of personnel is extremely important in choosing contractors by QBS. 
Resumes of key personnel should demonstrate a team composition that is capable 



of performing the work required in the project. Formal education, project experi- 
ence, and professional registration of key team personnel are indicators of their abil- 
ity to perform the work. Each proposal should contain a list of personnel, resources, 
and major subcontractors to be utilized for the project. 

Engineering and construction projects require management of multiple subcon- 
tractors. Solicitation of RFPs for choosing contractors by QBS should include a plan 
for acquiring material, equipment, services, and subcontractors. The owner should 
provide a list of their preferred vendors before requesting RFPs from prospective 
contractors. Any QBS process should also provide information about resource uti- 
lization, including a detailed description of the staffing plan to accommodate nor- 
mal fluctuating work load to ensure an experienced work force throughout the 
project, including periods of work buildup and decline. 

A quality assurance and quality control (QA/QC) program should be fully docu- 
mented in the RFP for choosing contractors by the QBS process. The system should 
include quality control during development of design drawings and specifications 
and throughout the construction process including testing, inspection, and safety. 

The factors to be considered in evaluating proposals for QBS of contractors 
should be tailored to each project. Generally, final selection is based on a combina- 
tion of quality, technical merits, schedule, and cost. Quality may be expressed in 
terms of technical excellence, management capability, personnel qualifications, 
prior experience, past performance, and schedule compliance. Although the lowest 
price is appropriate for deciding on a contractor, the final selection may be based on 
the proposal that offers the greatest value to the owner in terms of performance. 

For cost-reimbursable contracts, the cost proposal should not be the controlling 
factor since advance estimates of cost may not be a valid indicator of final actual 
costs. Typically, cost-reimbursable contracts are not awarded based on the lowest 
proposed cost or lowest total proposed cost plus a fee. The award of cost- 
reimbursable contracts primarily on the basis of estimated costs may encourage 
the submission of unrealistically low estimates and increase the likelihood of cost 
overruns. The primary consideration should be which firm has the proposal to 
perform the contract in a manner most advantageous to the owner, as determined 
by evaluation of proposals according to the established evaluation criteria. 

Numerical weights are applied to each factor in consideration by the owner. Typ- 
ically, the value of the weights is not disclosed to the firms submitting proposals. 
However, the RFP may inform prospective contractors of the minimum require- 
ments that apply to particular evaluation factors or subfactors. During the evalua- 
tion process, the owner assigns a score to each factor, based on the weight of the 
factor. The selection of the contractor is based on which RFP receives the best score. 
The contractor is then notified and an advance agreement is made. After final 
arrangements are made, a contract is signed. 

CHECK LIST FOR BIDDING 

Table 11-2 provides a check list of duties for the bidding and award phase of a proj- 
ect that is handled by the CM type of contract. For projects other than the CM type 
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TABLE I 1-2 
CHECK LIST OF DUTIES FOR BIDDING AND AWARD PHASE 

Bidding & 
award phase Owner CM Designer* Contractor 

1. Procedures- 
Contracting 

2. Bidders k t  
3. Bid documents estimate 
4. Bid division 

descriptions 
5. Proposal forms 
6. Specifications- 

Advertisement for bids 
7. Preparation of bid 

documents 

Approve 
as required 
Approve 
Approve 
Review, 
approve 
Approve 
Approve 

Formulate 
issue 
Prepare 
Prepare 
Prepare 

Advise, comply 

Assist, approve 
Review, advise 
Review, approve 

Prepare 
Prepare 

Review, advise 
Review, advise 

Complete 
Respond 

Pay printing 
8 dist. cost 

Provide 
required 
forms & 
bidders list 
Organize, 
conduct 
Recommend, 
review 
Organize, 
conduct 
Organize, 
conduct 
Prepare, issue 

Print &distribute Receive 

Participate 
as required 
Approve 

Participate Participate 

Acknowledge 

X 

Attend 

Respond 

Provide 

Provide 

9. Addenda Recommend, 
draft & issue 
Attend 10. Bid Openings Attend as 

required 
Attend as 
required 
Approve, 
sign 
Review, file 

Attend 

12. Letter of intent to 
award 

13. Bonds-Performance, 
labor & material 

14. Insuranc6+liability & 
property damage 

Recommend, 
approve 
Review & advise Review & 

approve 
Advise. 
monitor &file 
certificates 
Prepare, issue 

Specify & 
approve 

Include 
requirements in 
bid documents 
Recommend, 
approve 
Recommend 

15. Notice to proceed Approve, 
sign 
Award 

Respond 

Receive 16. Award of contracts Recommend 

Source: NSPE/PEC Reporter; Vol. VII. No. 2. 
The referenced NSPWPEC publication cited "architect"; however, the term "designer" is used here t~ imply 

the architect may be the principal design professional for building projects, whereas the engineer may be the 
principal design professional for heavyfindustrial projects. 

of contract, the duties of the CM are distributed between the owner and designer, 
depending upon the contract arrangement. 

KEYS TO A SUCCESSFUL PROJECT 

There are several factors that are important in order to achieve a successful project 
during construction. A good field construction representative must be present to rep- 
resent the interests of the owner and designer. He or she must know the require- 
ments of the project and be readily available to answer questions and respond to 



situations as they arise. The field construction representative's authority and re- 
sponsibility must be clea~ly defined to all parties including the owner, designer, and 
contractor. It should be recognized that this individual is an asset available to all the 
parties involved in the project: the owner, designer, and contractor. 

Another important factor is a good, detailed construction schedule that is devel- 
oped and used by the contractor who is performing the work, not the owner or de- 
signer. The owner should only define the start and/or end date of the project. 
Contractors know their capabilities, resources, and how they plan to coordinate the 
many activities required to build the project in the field. Thus, they are best quali- 
fied to develop a schedule to guide the numerous construction operations. 

A good project control system must be developed to monitor, measure, and eval- 
uate the cost, schedule, labor-hours, and quality of work. Chapter 9 provided a de- 
tailed discussion of project tracking and control. 

The most important key factor in a successful project is good communication. 
Most experienced project managers readily agree that the source of most problems 
can be traced to poor communications. People don't intend to do poor work or make 
mistakes. These types of problems are a result of misunderstanding of what is to be 
done and when it is to be done because of poor communications. There must be 
open lines of communications so the right people are available to respond when 
they are needed. 

A project organizational chart normally shows vertical lines of authority. How- 
ever, strictly following vertical lines of authority sometimes is not responsive to 
dissemination of information in a timely manner. Thus, there is a need for com- 
munications that flow horizontally between people who are actually involved in the 
work. 

Figure 11-1 shows a project organizational chart with dotted Lines that represent 
the horizontal communications that are necessary for a project during the construc- 
tion phase. The horizontal communications between the various organizations are 
the most difficult to monitor and control because they are primarily verbal and of- 
ten not documented, which can result in misunderstandings and possible law suits. 
Therefore, horizontal communications should be restricted to sharing of informa- 
tion, but no decision making. Although these horizontal communications are neces- 
sary, it is the responsibility of all individuals to keep their immediate supervisor 
informed. 

CONSTRUCTION SCHEDULES 

The purpose of scheduling a construction project is to ensure adequate planning 
of the work so it can be effectively and efficiently managed. A schedule must show 
all the activities required to complete the work, organized in a logical sequence, and 
generally presented in a time scale for easy interpretation. The purpose is to ensure 
that all activities necessary to complete the work are properly planned and coordi- 
nated. Adjustments in the schedule must be made as changes occur. The construc- 
tion contractor must plan the work, and work the plan. 

It is imperative for the job-site superintendent to be involved in preparing the 
schedule. The superintendent will be involved in the day-to-day supervision of the 
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Project 

Project Manager andlor User 

Design Contractor 1 Contractor 2 Contractor 1 Contractor 2 

....- ................................... 

Designer 1 Designer 2 

- Denotes Continued Breakdown 

FIGURE 11-1 
Effective Horizontal Communication Channels Necessary during Construction. (Note: Horizontal 
dashed lines denote exchange of information only and vertical solid lines denote decision-making 
authority.) 

work, so he or she has a better idea as to how the work will be put in place. If the 
superintendent is involved in preparing the schedule, the schedule will be used to 
manage the work because the superintendent will have bought into the schedule. 
Schedules that are prepared without the superintendent are seldom successful. The 
person that estimated the job and the contractor's project manager are valuable re- 
sources for providing information and assisting the job-site superintendent in 



preparing schedules, but the superintendent is the person who must plan the se- 
quence of activities the way he or she plans to work the project. 

A good construction schedule is in the best interest of all parties: the owner, de- 
signer, and contractors. First and foremost, the construction schedule must be read- 
able and easily understood by the field personnel who are involved in supervising 
the work. Too often, construction schedules are developed with excessive details 
that are of little value to the workers in the field. The schedule should only contain 
enough detail to enable the field supervisors to know what is expected of them. 
Then, area foremen in the field can develop a daily or weekly work schedule for 
their respective work. For example, the schedule can show an activity of "second 
floor painting"; then the foreman of the paint crew can develop a daily work sched- 
ule that shows the specific rooms to be painted for the week specified in the con- 
struction schedule. 

Material and equipment delivery dates are extremely important during construc- 
tion because late delivery is often the cause of delays. Delivery dates for critical ac- 
tivities must be closely monitored to ensure arrival of materials and equipment 
when needed at the job-site. 

PROBLEMS WITH CONSTRUCTION SCHEDULES 

In some situations a contractor may avoid giving any schedule to the owner with the 
concept that without a schedule, the owner cannot demonstrate that the contractor 
failed to properly plan or coordinate the work. An ancillary theory is that an absence 
of a schedule on the job allows the contractor to build an as-planned versus an ac- 
tual schedule at the end of the job to serve the interest of the contractor for any dis- 
putes or claims. 

One method of enticing the contractor to develop an appropriate construction 
schedule is to include the construction schedule as a specific pay item in the contract 
documents. Then, the contractor would be entitled to bill for this pay item only after 
submittal of the baseline schedule and each monthly schedule update. For example, 
submission of the construction schedule can be tied to the mobilization payment. 
Thus, the contractor would not be paid mobilization costs until the con$trnction 
schedule is submitted. This is easy to incorporate in the construction contract be- 
cause most contracts provide for mobilization payments to the contractor. 

Unfortunately, in recent years there has been a trend toward using construction 
schedules to help build claims against the owner for additional time and cost. Some 
contractors prepare a schedule only because it is required in the contract. It is com- 
mon practice in construction contracts to tie the costs to the schedule, which impacts 
the monthly payment to the contractor. Some contractors prepare a schedule based 
on the concept that it will help their chances of recovering more money and/or time 
from the owner in change orders and claims. Thus, the schedule is sometimes not 
used solely as a planning tool to manage the project, but as a tool to obtain addi- 
tional time or money. 

There are risks involved in requiring, reviewing, and accepting schedules from 
contractors. Approved or accepted schedules can produce legal implications to the 
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owner. For example, the owner can be placed at risk when he or she accepts a sched- 
ule, because the schedule can later be used as documentation of claims against the 
owner. However, there is also a risk in not requiring construction schedules. When 
no schedule exists, the contractor may not plan the job properly and the owner has 
no way of measuring progress or checking on coordination. Most experienced con- 
struction managers agree that there are fewer risks when construction schedules are 
required. 

Whoever is assigned the responsibility of reviewing or approving construction 
schedules should exercise caution because a number of problerps can arise with re- 
spect to construction scheduling. Some of these precautions are presented in the fol- 
lowing paragraphs. 

PRECAUTIONS FOR CONSTRUCTION SUBMITTALS 

Submittals are documents that are transmitted from the contractor to the owner or 
designer for their review andlor approval. Sometimes the contract documents spec- 
ify that the engineer will review contractor submittals within a reasonable period of 
time so as not to delay progress on the work. Contractors usually show submittal r e  
view times in the schedule as three or five days. If the schedule is accepted, the time 
shown in the schedule establishes the definition of "reasonable period of time." Any 
review that takes more time is then considered as "u~easonable" by definition, thus 
establishing a case for delay or impact claims. 

In other situations there may be no submittal dates shown in the schedule. Instead 
the submittals are considered to start on the same day, or next day, of the construc- 
tion activity. Then, the contractor can raise a delay claim for any time the start of 
an activity is delayed while the engineer reviews the submittal for that construction 
activity. 

To avoid problems associated with submittal review times, a provision can be 
written in the contract documents that states the allowable time for submittal review. 
For example, a paragraph can be included that states the engineer shall have a min- 
imum of twenty calendar days, from receipt of a submittal, to review and respond to 
a contractor's Hubrnittal. ~dd i t i ona l l~ ,  th;contract documents can stipulate that re- 
submittals of the contractor's submittals shall have the same review time as the ini- 
tial submittal. This clarifies entirely the issue of whether the owner and engineer 
should have a single time frame in which to review the submittal and all resubmit- 
tals, or whether the starting time for submittal review should start over again with 
each resubmittal. This is an equitable assignment of the risk of providing unaccept- 
able submittals. 

A contract that requires submittal reviews in the construction schedule can help 
avoid many problems related to submittal reviews and the impact of review times. 
Aprovision can be included in the contract that stipulates that the contractor prepare 
a construction schedule of all submittals required on the project, including when 
each submittal will be provided for review. This helps to ensure that the contractor 
has a plan for all submittals. It also allows the owner and engineer to plan their 
staffing and work load appropriately for the review process. A master list of all 



required submittals, provided by the designer, will assist in incorporating submittals 
in the schedule. 

DELIVERY DATES OF OWNER-FURNISHED EQUIPMENT 
OR MATERIALS 

It is common in the construction industry for owners to procure and furnish long 
lead-time equipment or materials. This is done to save time and money for the 
owner. The delivery dates of owner-furnished equipment or material are typically 
shown on the construction schedule. If the owner-furnished equipment or material 
delivery dates are shown on the schedule and the schedule is accepted by the owner, 
then this establishes an informal warranty that the items will be delivered no later 
than the date shown on the schedule. If the owner is unable to meet the previously 
scheduled and agreed-upon delivery dates, then the contractor may file a claim for 
extra cost due to delay of work and impact claims. 

Another problem can arise when the construction schedule shows very early de- 
livery dates for all owner-furnished items. This provides more opportunities for a 
delay claim against the owner if the owner-furnished items arrive late. To help avoid 
this type of problem, the contract documents can stipulate the earliest possible de- 
livery dates for all owner-furnished items. These dates can be based on delivery 
dates established by the manufacturer, plus an appropriate contingency for time. An- 
other approach to addressing the issue of claims related to owner-furnished items is 
to make provisions in the contract documents that states owner-furnished items will 
be delivered not earlier than a certain date but not later than another date. In this 
manner, the contractor is given some assurance of when to expect the items on the 
job-site. Providing a window of expected delivery dates reduces risk related to 
owner-furnished items. 

SCHEDULINGCONTRACTORPROCUREDAND 
INSTALLED EQUIPMENT 

The construction schedule that simply shows installation of equipment as one ac- 
tivity in the schedule does not provide an adequate description of the work neces- 
sary to procure and install the equipment. Major equipment that is procured and 
installed by the construction contractor should show fabrication, delivery, and in- 
stallation as separate activities. This ensures adequate planning by the contractor 
and reduces confusion regarding fabrication and delivery times. It also clarifies the 
pay request from the contractor related to the equipment because the pay request for 
purchasing equipment will likely occur much earlier than the pay request for in- 
stalling the equipment. The designer should specify in the bid documents which 
items of equipment are considered major. 

Another method of assisting the proper planning and scheduling of contractor- 
furnished equipment is to include a provision in the contract that requires the con- 
tractor to provide a separate schedule that shows anticipated order and delivery 
dates of each piece of equipment on the project. The contract documents should 
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specify which pieces of equipment are considered major, to prevent any misunder- 
standings. 

CONTRACT SCHEDULE CONSTRAINTS 

During the design phase of a project the contract documents may be written to in- 
clude certain schedule constraints that require construction activities to be com- 
pleted before other activities can start, or sequences that must be followed to 
prevent disruption of other activities. This type of situation is more prevalent in ren- 
ovation type prosects than construction of new facilities. The contractor's initial 
schedule submittal may ignore these requirements. If the owner accepts the sched- 
ule without the constraints and then later attempts to enforce the contract require- 
ments, the contractor may argue that the owner "waived the contract requirements" 
by acceptance of the schedule and therefore now owes an equitable adjustment in 
order to reestablish these constraints. 

The owner and designer should carefully review all constraints to assess their im- 
pact on the contractor's operations. This must be done during the design phase to 
ensure that a complete list of constraints is written into the contract documents. 
Constraints on the contractor usually result in additional costs and time for the con- 
tractor to complete the work. 

SEQUESTERING FLOAT 

Sequestering float is a technique of developing a construction schedule so there is 
little or no float for most activities. This results in a schedule with multiple critical 
paths or one single critical path with numerous other paths that are near critical be- 
cause the non-critical paths have very small float, such as less than five or ten days. 
Construction schedules with extensive sequestering float are sensitive to delays. 
Any interference with the contractor's operations by the owner increases the oppor- 
tunity for the contractor to bring claims for additional costs to the owner. - 

The construction schedule may also contain preferential sequencing, where ac- 
tivities that could be performed concurrently instead are shown as sequential. Show- 
ing activities sequentially instead of conEurrently reduces float in the network, 
thereby causing more critical activities. 

A careful review of the construction schedule should be performed to evaluate 
artificial activity durations. For example, an activity that is shown with a twenty- 
day duration may actually only require ten days, which would result in reduced float 
in the network. 

To decrease problems related to sequestering float, the contract documents can 
include a non-sequestering float clause. Such a clause may read as, "Pursuant to the 
float sharing requirement of the contract documents the use of float suppression - - 

techniques such as preferential sequencing or logic, special leaflag logic restraints, 
and extended activity times are prohibited and the use of float time disclosed or im- 
plied by the use of alternative float suppression techniques shall be shared to the 
proportionate benefit of the owner and contractor." 
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SCHEDULE UPDATES 

Too often a good schedule at the beginning of a project becomes a schedule that is 
unmanageable due to poorly prepared updates. As changes occur during construc- 
tion there is a tendency to use constraints to model the actual work. The use of ac- 
tivity constraints such as start-to-start and finish-to-finish almost invariably cause 
logic that is difficult to understand and often leads to confusion and distrust of the 
schedule. 

It can be helpful to involve the owner, designer, contractor, and all major sub- 
contractors to review the update process. A joint discussion between all parties will 
enhance communications and reduce surprises when the schedule updates are pro- 
vided. The discussions can often eliminate the activity constraints. The best ap- 
proach is to not use activity constraints in developing the original schedule or in 
preparing schedule updates. 

RELATIONS WITH CONTRACTORS 

Construction contractors have the lead role during the construction phase; however 
the owner and designer have an important role as well. A cooperative environment 
of teamwork must be developed so all partie? can work together as a unit to achieve 
the project. 

The construction industry is unique compared to other industries. Because each 
construction project is different: the work force is transient, multiple crafts are in- 
volved, projects are planned and worked in short time frames, and there is a tremen- 
dous variety of material and equipment that must be installed. Also, much of the 
work is exposed to weather and construction workers are continually working them- 
selves out of a job. Due to these conditions the management of construction is a 
challenge, and cooperation of participants is imperative. 

In all situations the relations with contractors must be fair, consistent, polite, and 
firm. A person must conduct his or her affair? in a professional manner to gain the 
respect of others and to get others to do what must he done. There are times when 
a person must be assertive, but not obnoxious, and other times when a person must 
be reserved, but not a push-over. The ability to work with people and to know how 
to react in each situation must be developed in order to work in a construction 
environment. 

Due to the nature of construction projects there are times when disagreements 
and conflicts between individuals arise. One must realize that disagreements and 
conflicts are not necessarily all bad because many good ideas have been developed 
as a result of disagreements. The attitude that should prevail is that disagreements 
can he changed to agreements with diplomacy. There are times when it may be de- 
sirable to take a neutral position. 

Contractors are independent business organizations and are only required to pro- 
duce the end product of the contract. There are times when a contractor and an 
owner may not agree; however, achievement of the end product should always re- 
main a priority. Good owner/contractor relationships make the best use of the con- 
tractor's expertise, labor, and equipment. 
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CHECK LIST OF DUTIES 

Table 11-3 provides a comprehensive check list of duties for the construction phase 
of a project that is handled by the CM type of contract. For projects other than the 
CM type of contract, the duties of the CM are distributed between the owner and the 
designer, depending upon the contract arrangement. 

QUALITY CONTROL 

Quality is achieved by people who take pride in their work and have the necessary 
skills and experience to do the work. The actual quality of construction depends 
largely upon the control of construction itself, which is the principal responsibility 
of the contractor. What is referred to today as "quality control," which is a part of a 
quality assurance program, is a function that has for years been recognized as the in- 
spection and testing of materials and workmanship to see that the work meets the 
requirements of the drawings and specifications. 

Quality is the responsibility of all participants in a project. Too often, the attitude 
is "what can we do to pass quality control?'or "what can we do to get past inspec- 
tion?" Instead, the attitude should be, "what can we do to finish the project that we 
can be proud of that meets the specifications and satisfies the owner?" Without the 
right attitude, even the best planned quality-control program cannot be successful. 

In the past, the traditional acceptance of construction work by the owner, or  
owner's representative, involved 100% visual inspection of the construction work. 
In addition, a so called representative sample, which often consists of a single spec- 
imen, is used to determine the true quality of the material. If the test result is within 
the stated tolerance, the material passes and is accepted, otherwise the material or 
construction fails to pass and is unacceptable. In the latter case, engineering judge- 
ment is then applied to reach a decision as to whether the material should be retested 
or whether it may be said to substantially comply, because the deviation will not 
cause a serious impairment to performance. This places the inspector in a difficult 
situation and can cause delays, disputes, and numerous problems for both the owner 
and contractor. 

The purpose of quality control during construction is to ensure that the work is 
accomplished in accordance with the requirements specified in the contract. A pro- 
gram of quality control can be administered by the owner, designer, contractor, or 
an independent consultant. In recent years the trend by many owners is to require 
prime contractors to take a more active role in the control of project quality by mak- 
ing them manage their own quality-control programs. The contractor is required to 
establish a quality-control plan to maintain a job surveillance system of its own, to 
perform tests and keep records to ensure the work conforms to contract require- 
ments. The owner then monitors the contractor's quality-control plan and makes 
spot-check inspections during the construction process, which constitutes a quality- 
assurance program. 

In modern quality-assurance programs, traditional specifications are being re- 
placed by statistically based specifications that reflect both the variability in con- 
struction materials and the true capabilities of construction processes. Quality 
requirements are expressed as target values for which contractors are to accomplish, 



TABLE I 1-3 
CHECK LIST OF DUTIES DURING CONSTRUCTION PHASE 

Construction 
phase Owner CM Designee Contractor 

1. Contracts- 
Construction 

2. Meetings- 
Pre-construction 

3. Meetings- 
Monthly project 

4. Meetings- 
Monthly team 

5. Insuranc+Workers 
compensation 

6. Submittals-Shop 
drawings &samples 

7. SchedulingShort- 
term construction 
activities plan 

8. Schedule enforcement 

Approve, 
execute, enforce 
as required 
Participate 
as required 
Participate 

Review, approve Approve, 
execute, 
conform 

Participate 

Prepare documents, 
enforce 

Organize, 
conduct, record 
Organize, conduct, 
record 
Organize, conduct, 
record 
Advise, monitor, 
file cetiiicates 

Participate 

Participate Participate 

Participate Participate 

Specify, 
approve 

include 
requirement in 
bid documents 
Specify submittals 
required, review 
&approve 
Participate, 
comply 

Provide 

Approve 
as required 

Approve as 
required, 
comply 
Participate as 
required 
Approve as 
required &pay 
Advise, review, 
approve, pay 
Observe 

Approve, pay 

Coordinate, expedite 
& review 

Provide 

Prepare, monitor, 
enforce, comply 

Participate, 
comply 

Provide Assist Comply 

9. Construction su~oort Recommend & 
arrange 
Advise Barrange for 

Advise Cooperate . . 
items 

10. Security--Site Facilitate Facilitate 

11. Field layout 

12. Temporary-Power, 

Coordinate, check 
where practical 
Determine need, 

Design, ObSeNe Provide & be 
responsible 

Use Provide 
water, roads, etc. arrange & 

coordinate 
Organize, conduct, 
record 
Observe 

Provide 
Provide, review 
Observe, report 

Review, approve, 
assemble 
Coordinate, review, 
&assemble 
Request, review, 
approve, distribute 
Observe, evaluate, 
report 
Arranae. coordinate 

specifications 
as required 
Participate as 
necessary 
Observe 

13. Meetings-Weekly 
construction 

14. Construction methods, 
procedures 

15. Contractor coordination 
16. Field reporting 
17. Job-site safety 

Participate as 
required 
Observe 

Participate 

Originate 

Observe 
Review 
Enforce 
through CM 
Approve, 
respond 
Review & File 

Advise 
Provide review 
Observe, report 

Facilitate 
Cooperate 

Responsible 

18. Payment requests Review, approve, 
endorse 
Review 

Submit 

19. Waivers of lien Provide 

20. Change orders Approve. 
execute 
Observe 

Request, prepare, 
qpprove 
Observe, evaluate 

Execute, 
respond 

Provide & be 
responsible 
Cooperate 

21. Quality control 

22. Field testing Approve, pay Recommend - 
approve 

Originate, monitor. Advise, assist 23. Expediting- 
Construction 

24. Equipment--Owner 
purchased 

Participate 
required 
Specify, 
purchase, 
expedite 
Provide 

Responsible 
moiivate 
Coordinate Incorporate 
scheduling, requirements 
installation & start-up into design 
Coordinate scheduling Advise 
requirements, assist 
Coordinate on-site X 
delivery &storage 
requirements 
Coordinate, monitor Check, draft 

25. Expeditin-wner 
purchased equipment 

26. Receiving equipment 

X 

Assist Inspect. 
approve 

Receive &file Provide as-built 

Source: NSPE/PEC ReDorter: Vol. VII. No. 2 
The referenced NSPF~PEC publlcat on cite0 ."arch tect": however. the term "des gner" s used nere to imply the ar- 

chitect may oe the prlnclpa deslgn proless ona for b- ldlnq Droiects, whereas the enatneer may be the Drlnciw de- 
sign professional for heavyiindustlial projects. 
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and compliance requirements are specified as plus or minus limits. Statistically 
based acceptance plans call for random samples, with each sample consisting of a 
number of specimens taken at random in order to eliminate bias. Acceptance proce- 
dures are more detailed and the risks to both the owner and contractor are made 
known to reduce uncertainty. 

Each contractor is expected to have a process control program that will ensure he 
or she is meeting the acceptance requirements of the owner. Control charts, which 
are simple line graphs of the target quality level and of the allowable variations 
from this level, are used as tools in the process control. They provide early detection 
of trouble before rejections occur, which can result in savings to the contractor by 
reducing penalties and rework costs. Thus, control charts present the results in a 
form that enables everyone concerned to observe trends or patterns that may affect 
quality. 

An example of a control chart for a percent passing gradation is given in Figure 
11-2. Figure ll-2a is referred to as an X-chart and is used to monitor the average 
value of the process, that is, whether the process average has remained at a constant 
level or has shifted. The horizontal axis identifies the number of observations; that 
is, the number 1 is the first inspection and the number 30 is the last inspection. The 

FIGURE 11-2 
Control Charts for (a) X and (b) R. 
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vertical axis represents the quality characteristic under consideration, which in this 
case is the percent passing a given sieve size. Each small circle represents the aver- 
age value of that sample, or subgroup. The two dashed outer lines are the upper con- 
trol limit (UCL) and lower control limit (LCL) which are used to judge the 
significance of a change in the process. It is also possible to place upper and lower 
warning limits, (UWL) and (LWL). Warning limits are typically placed at two stan- 
dard deviations from the target value. The second control chart, Figure 11-2b, is 
called the R-chart (range) and is used to detect changes in the process variability. 

DISPUTE RESOLUTIONS 

Due to the nature of construction projects it is almost certain that contractors, own- 
ers, and designers will be involved in disputes. The resolution of a dispute may be 
by several methods: negotiation, mediation, arbitration, or litigation. 

Direct negotiations between parties in the dispute can be held to openly discuss 
and resolve the conflict to the satisfaction of each party. Usually, no other parties are 
involved. Mediation allows disputing parties to use an independent, objective per- 
son to assist in resolving the dispute. The mediator has no authority to issue a final 
decision. Arbitration is similar to mediation except the arbitrator has the authority 
to issue a final binding decision that cannot be appealed by the disputing parties. For 
some disputes there may be a panel of arbitrators to resolve the dispute. Litigation 
is a resolution of disputes by lawsuits that are resolved in the legal formality of the 
court system. Generally this technique requires a long period of time and signifi- 
cantly higher legal costs than the other techniaues. 

  he risolutioi of disputes by negotiations is usually the quickest and most eco- 
nomical technique because factual matters are discussed without the formalitv of le- 
gal formats. ~ L e c t  negotiations are held on a voluntary informal basis by thebarties 
involved, at a mutually agreed upon time and location. The negotiator for each party 
must have the authority to act for his or her company. The size of the negotiating 
teams varies depending upon the complexity of the issue; however the efficiency is 
usually higher if there are fewer individuals involved. The success of the negotia- 
tions depends on the willingness of both parties to negotiate in good faith, the ex- 
tent the contract definitively addresses the issues in the dispute, and the amount of 
preparation prior to negotiation. Direct negotiations can enhance good business re- 
lationships between the parties. 

In the event that direct negotiations cannot result in a settlement, mediation is 
often the next most suitable method. Similar to negotiation, mediation is voluntary, 
so there must be a mutual agreement between both parties to have the mediator to 
serve as a catalyst to explore alternate solutions, to gather facts and clarify dis- 
crepancies, and to persuade the parties to adopt flexibility in their stances so a fi- 
nal settlement can be reached. During the process the mediator may have joint or 
private meetings with the disputing parties. The mediator is mutually agreed upon 
by both parties in the dispute. The American Arbitration Association (AAA) is a 
public-service, non-profit organization that has established guidelines and rules for 
mediation. 



Arbitration is the submission of a dispute to a mutually agreed upon impartial 
third party whose decision is legally binding and enforceable. To use this method an 
arbitration clause is normally included in the general conditions of a contract so 
when the contract is signed the parties mutually agree to settle all disputes through 
arbitration. The Construction Industry Arbitration Rules, established by the AAA, 
contains 57 articles that have become the most widely recognized arbitration proce- 
dures in the construction industry. The procedures follow a 5-step process: agree- 
ment to arbitrate, selection of arbitrator, preparation for hearing, hearing of the 
dispute, and the award. The decision by the arbitrator is usually made within 30 
days from the close of the hearing. Thus, decisions are made much faster than 
through litigation. 

Most parties strive to resolve conflicts before proceeding to litigation because it 
is the most costly, time consuming, and complex method for the resolution of dis- 
putes. Legal counsels, who follow the formalities of the legal judicial system, are 
used to represent the interest of the parties. The final resolution of the dispute is de- 
termined by a court of law. Often, a settlement of the dispute is reached just prior to 
entering court proceedings. 

The American Society of Civil Engineers has produced a booklet entitled Avoid- 
ing and Resolving Disputes During Construction, which presents a method of de- 
veloping cooperative, problem-solving attitudes on projects, through a basic 
risk-sharing philosophy between the owner and contractor. It explains special con- 
tracting provisions and practices that have been used successfully on hundreds of 
projects to avoid or to resolve disputes without resorting to litigation. There are 
three provisions: Dispute Review Boards (DRB), Escrow Bid Documents (EBD), 
and Geotechnical Design Summary Reports (GDSR), which are described in detail 
and recommended on all projects subject to potential major disputes. 

Formation of a three-member DRB at the beginning of construction assists in 
avoiding disputes and, if necessary, provides timely and equitable recommendations 
for non-binding resolutions. Escrowing of the contractor's bid documents provides 
a reliable database for use in negotiating price adjustments and resolving disputes. 
Inclusion of the Federal Differing Site Conditions clause and a GDSR in the con- 
tract acknowledges the contractor's right to compensation for materially differing 
site conditions and establishes a concise geotechnical baseline to clearly identify 
differing site conditions. These provisions are discussed in the booklet, together 
with guideline specifications for implementation. 

JOB-SITE SAFETY 

Safety is an important part of project management just as are planning, scheduling, 
estimating, cost control, and other project work. The concern for safety must be 
shown at all levels and in each vhase of the project. Accidents not only affect work- - - 
ers, but also their families. The economic costs, liability consequences, regulatory 
requirements, and the image of a company all show the importance of safety related 
to a project. 

Many of the basic principles and approaches that have been previously presented 
to manage a project can also be applied to safety. The element of safety is a factor 
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that should be considered in each phase of the design and construction of a project. 
Safety is not included in a project by accident; it must be designed into the project 
and monitored just as scope, budget, and schedule. 

Construction, by the nature of the work, involves many potential hazards to 
workers and equipment, such as heat, noise, wind, dust, vibrations, and toxic chem- 
icals. The Occupational Safety and Health Administration (OSHA) was enacted by 
the federal government as a regulatory agency to ensure safety for workers. It ap- 
plies to all parties involved in a project: designers, owners, workers, and contrac- 
tors. Although OSHA and other legislation has been enacted for safety, the 
responsibility rests with management. 

The project manager must work closely with his or her team members to include 
safety in every aspect of the project: planning, design, budget, and construction. 
Safety should start at the top level of an organization and, by words and actions, 
be infused in each level of management through to the crews and workers at the 
job-site. 

Although the current practice places final responsibility for construction safety 
with the contractor, there should be a united teamwork approach to understanding 
and implementing a safety philosophy that improves construction job-site safety. 

Accident costs include medical costs, premiums for compensation benefits, lia- 
bility, and property loss. These costs have been escalating in recent years. However, 
there are other significant costs attributed to accidents. These include the cost of lost 
time of the injured employee, the cost of work stoppage of other employees due to 
an accident, and the lost supervisory time. Safety requires everyone's full attention. 

Research has shown that safer job-site managers are also the better producers. 
They are better at keeping down job costs and better at keeping jobs on schedule. 
These facts contradict two reasons that managers sometimes give as excuses for a 
poor safety record: accidents are inevitable in a dangerous industry like construc- 
tion, and our first priority has to be getting the job done. Such managers are misled 
by myths that can cost the project and the company a great deal of money. Job-site 
safety management should treat productivity and safety as two related parts of high 
job performance. A snccessful job-site manager has been quoted as "You don't have 
to sacrifice productivity for safety. The safer the crew, the quicker they work. The 
more safety you have, the more productivity you have." 

The prequalification of contractors is usually based on bonding capacity and past 
experience. The selection of the construction contractor usually is based upon the 
lowest bid price of all prequalified contractors. Perhaps, a contractor's safety record 
should also be considered as a necessary part of construction bids so an unsatisfac- 
tory safety record could be one possible basis for rejection of a bid. 

MANAGEMENT OF CHANGES 

Every project requires some changes during construction in order to complete the 
project. The source of changes may be the owner, designer, or contractor. An owner 
may wish to make a change to better achieve his or her intended use of the project 
after construction is complete. A designer may make a change in the original plans 
or specifications or the contractor may wish to make a change, because it is not 
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always possible to accurately predict all the events that will arise during the con- 
struction process. Thus, changes during construction are almost inevitable. 

The mechanism for making changes during construction is the change-order, a 
written document that describes the modification in the work. All approved change- 
orders are incorporated into the original bid documents to fonn the binding contract 
documents for the project. Although a change-order may increase or decrease the 
cost and/or schedule of a project, most change-orders add cost to a project and im- 
pact the schedule. Thus, every project manager must be cautious in dealing with 
changes during construction, because a change in the work almost always adversely 
affects the cost and schedule of the project. 

The management of changes is greatly enhanced if the changes can be predicted 
in advance. There are some factors that can be determined, prior to commencing 
construction, that are early warning signs of future changes in a project. Research 
has shown that lump-sum projects that have a large difference between the low bid 
and next higher bid amount tend to have significant increases in project costs. In the 
construction industry the term money-lefr-on-the-table is commonly referred to as 
the difference between the bid amount of the low bidder and the next higher bidder. 
Thus, a project manager should expend more effort in monitoring and controlling a 
project if there is high money-left-on-the-table, because it is an indicator of poten- 
tial cost growth. 

One approach to the management of changes during construction is to request a 
list of anticipated change-orders on a monthly basis. The project manager, or his or 
her assistant, then works with the party anticipating the change, to evaluate the need 
and/or value of the change. Sometimes a candid discussion of the merits of a change 
can result in a decision that the change is not necessary afterall, when the full im- 
pact of the change is compared to the true value of the change. 

There must be a thorough evaluation of all aspects of a change, because a change 
in any part of a project often affects other parts of a project. Sometimes the full im- 
pact on other parts of a project are not known until some later date, which can ad- 
versely affect the cost later in the project. The term ripple-effect is commonly used 
to describe a change that occurs late in the project as a result of a change made ear- 
lier in the project. 

A project manager should avoid changes during construction unless they are ab- 
solutely necessary. If a change is necessary, it should be thoroughly evaluated, 
clearly defined, agreed on by all parties, and implemented in the most efficient and 
economical manner. 

RESOURCE MANAGEMENT 

Many resources are needed to accomplish the construction phase of a project. Re- 
sources include people, equipment, materials, and subcontractors. Each resource 
must be managed in the most efficient manner to keep costs to a minimum during 
construction. 

The crafts that install material and operate equipment are the most important 
resource on the project. These individuals gain their skills through training and 



experience. They have the ability to accomplish the work, provided adequate in- 
struction, tools, and materials are available when they are needed. Too often, the 
skilled workers are criticized for not producing good work on a project. However, it 
is not a trait of people to intentionally do poor work. The cause of poor work is usu- 
ally from poor instructions, late deliveq of material, unavailable tools, or lack of 
leadership and supervision. These sources of problems are the responsibility of 
management on the project. Thus, there must be a well-defined work plan for the 
project that clearly defines the work that must be accomplished today and the work 
that is planned ahead. This plan must be communicated to the teams of crafts on the 
project. 

The type and number of equipment used on a project depends on the nature of the 
project. For example, construction of a large earthen dam may require a large spread 
of scrapers, dozers, water wagons, compactors, and motor patrol graders. However, 
the construction of a strip shopping center may only need a small front end loader, 
truck, and small portable crane. The selection and utilization of equipment on a 
project must be an integral part of the total construction plan and schedule, just as 
there must be a plan for the workers on the project. It is the responsibility of the 
construction project manager and his or her field superintendent to develop an 
equipment plan for the project. Adequate consideration should be given to the 
down-time and maintenance of equipment, because the unavailability of equipment 
can have a significant impact on the schedule of a project. 

A major cost of many construction projects is the acquisition and installation of 
materials. Amaterials management system includes the major functions of identify- 
ing, acquiring, storing, distributing, and disposing of materials needed in a con- 
struction project. The effective utilization of people can be greatly enhanced by 
ensuring that quality materials are available when and where required. A material 
plan will vary depending on the project size, location, cash flow requirements, and 
the procedure for purchasing and inspection. The timing of delivery of material to 
the job-site is extremely important, because the cause of delays during construction 
is often late delivery of material, incomplete delivery of material, or delivery of the 
wrong type of material. Materials requiring a long lead time must be included in the 
construction project schedule. It is the responsibility of the contractor to ensure that 
a well-defined materials management system and materials management plan are 
developed for the project. 

For most projects, the owner assigns one contract to a prime contractor, usually 
called the general contractor, to accomplish the construction phase of a project. In 
turn, the general contractor assigns contracts to numerous subcontractors, usually 
called specialty contractors, to perform the construction work that requires special 
skills or equipment. Thus, much of the work required on many construction projects 
is performed by numerous subcontractors who work for the general contractor. This 
multiple-contract arrangement requires careful planning, scheduling, and coordi- 
nating by the general contractor to integrate the work of all subcontractors on the 
job. This is necessary because the work of any subcontractor usually affects one or 
more other subcontractor on the project. The owner may use multiple prime con- 
tractors for a large project that extends over a long period of time. 
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The management of subcontractors should be accomplished using the same man- 
agement principles presented throughout this book. There must be a well-defined 
scope of work, cost, and schedule for each subcontractor on the project. In addition, 
there must be a clear interfacing of the work of all subcontractors on the project. It 
is the responsibility of the general contractor to effectively manage his or  her 
subcontractors. 

QUESTIONS FOR CHAPTER 11--CONSTRUCTION PHASE 

1 The pricing format for construction projects can be divided into two general categories: 
fixed price and cost reimbursable. Describe the conditions that are favorable to each of 
these two types of pricing formats. 

2 Bonding capacity is the criterion that is normally used in evaluating contractors for 
bidding construction projects. What other criteria would you suggest for evaluating 
contractors? 

3 Describe the important factors that can greatly contribute to a successful project during the 
construction phase. 

4 You are in the bidding phase oC a project and have received numerous inquiries about a 
particular part of the project. You have issued several addenda for clarification, but still 
continue to receive questions. 
a What is your assessment of the possible causes for the numerous questions from 

hidders? 
b What could you, as project manager, have done that might have prevented the problem? 
c How would you handle the problem, considering you are now in the bidding phase? 

5 You are responsible for a project where you are uncertain of the cost of various parts of 
the project. The owner has a limited budget, yet needs the project completed at the earli- 
est possible date. What are your recommendations? Discuss the contracting pricing format 
you would use in preparing the bid documents. 

6 You are in the process of evaluating bids for a cost-plus contract. Discuss the factors you 
would consider in your evaluation and how you would attempt to compare the costs of 
bidders. 

7 Much of the day-to-day work on a project is accomplished by informal exchanges of in- 
formation between team members. Examples are phone calls and informal meetings be- 
tween two or more individuals. How should a project manager handle informal exchanges 
that may have an important impact on a project? 

8 Describe the difference between a traditional specification and a performance specifica- 
tion for construction work. 

9 Name and briefly describe the methods that can be used to resolve disputes related to con- 
struction work. 
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PROJECT CLOSE OUT 

SYSTEM TESTING AND START-UP 

For heavy industrial plant projects, inspection of construction is performed through- 
out the project; however, the owner's representative generally requires inspection of 
vessels before closure and the testing of major equipment upon installation. The 
term mechanical completion is often used to define the stage of project development 
in which these procedures are performed. 

It is sometimes difficult to define mechanical completion; therefore, the project 
manager should develop a plant completion standard with the owner's representa- 
tive to clarify what constitutes completion. This should be in the construction con- 
tract so that all involved in the project know who is to do what for each phase of the 
project. 

The project manager needs to work with the construction contractor to coordi- 
nate the interface between the owner's representative, the principal designers, and 
the contractor. The roles and responsibilities of each must be clearly defined. Also 
the types of tests and the procedure for testing must be clearly defined in accordance 
with the contract documents. 

A formal plan should be prepared for defining when a vessel can be closed, the 
lead time not~ce required for inspection, what is to be monitored, and a sign-off 
sheet for the owner's representative. This is required to eliminate unnecessary open- 
ing and closing of vessels, which can require a substantial amount of project time. 

The project manager must obtain in writing from the owner's representative the 
procedure for turning equipment over to the owner. Care and custody are impor- 
tance because substantial costs are involved. It is important for each party involved 



to know who is responsible and when they ace responsible. The project manager 
should notify the plant when a certain piece of equipment is complete, tested, and 
ready for turnover to the owner. Upon acceptance, any additional changes require a 
work authorization from the owner. This procedure should be handled in a formal 
manner with signatures required from the responsible representatives. 

The project manager needs to coordinate with the contractor and designer to de- 
fine the procedure for start-up. The process must be formal, but also flexible. The 
project manager should obtain in writing from the owner's representative what they 
require from the various members of the project team for support during start-up. 
The project manager must have the owner's input and should not make assumptions 
as to their needs. 

FINAL INSPECTION 

Inspection of construction work is performed throughout the duration of a project. 
Before completion of the entire project, various equipment, electrical systems. and 
mechanical systems may be completed and ready for testing and acceptance in ac- 
cordance with the contract documents. The project manager must work closely with 
the owner's representative and the design professionals who are responsible for in- 
spection, testing, and final acceptance. 

A definition of mechanical completion should be developed and a formal notifi- 
cation provided to the construction contractor that allows adequate lead time for the 
procesq. This is necessary so substantial time is not lost, which may adversely affect 
the project completion date. There must be a clear understanding regarding what the 
owner wants to verify during tests, what tests they want to witness, and the types of 
testing required. The responsibilities of the three principal contracting parties (the 
owner, designer, and contractor) must be clearly defined. It is the duty of the proj- 
ect manager to effectively coordinate this effort. 

The start of project close out begins near the end of a project, when the contrac- 
tor requests a final inspection of the work. Prior to the request, a punch list is pre- 
pared listing all items still requiring completion or correction. To develop this punch 
list, the field inspection personnel must carefully review their daily inspector's log 
to note all work items which have been entered that require corrective actions. It is 
sometimes necessary to recycle through the punch list process several times before 
the work is satisfactory for acceptance. The final walk-through inspection should in- 
clude representatives of the owner, contractor, and the key design professionals (the 
architect, as well as civil, electrical, and mechanical engineers, etc.) who have 
worked on the prqject. The project manager should schedule and conduct the final 
walk-through inspection. 

Acceptance of the work and final payment to the contractor must be done in ac- 
cordance with the specifications in the contract documents. Substantial completion 
of a project is the date when construction is sufficiently complete in accordance 
with the contract documents so the project can be used for the purposes it was in- 
tended. This means that only minor items remain to be finished and that the project 
is complete enough to be put in use. The contractor may issue a Certificate of 
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Substantial Completion with an attached list of all work remaining to be done to 
complete the project. Approval of the Certificate of Substantial Completion, with 
the attached deficiency list, certifies acceptance of the work that is completed. Thus, 
it is important to ensure the list is complete because the contractor has no further ob- 
ligations under the contract after the owner signs the certificate. Generally final pay- 
ment, including the release of all retainage, is withheld for thirty to forty days after 
completion of all deficiencies. Before final payment, the contractor is to submit fi- 
nal paperwork: warranties, lien releases, and other documents required under the 
contract. 

GUARANTEE AND WARRANTIES 

Generally, the contract requires the contractor to guarantee all material, equipment, 
and work to be of good quality and free of defects in accordance with the contract 
documents for a period of one year after completion of construction. The guarantee 
of the overall project can be extended beyond the normal one-year period; however, 
this is not common. 

Individual pieces of equipment often have warranties that extend from one to 
five years after installation. Operating instructions, manuals, spare parts, and war- 
ranty certificates must be supplied to the owner. The project manager must ensure 
that all warranties are compiled and supplied to the owner before final payment to 
the contractor. 

LIEN RELEASES 

Material suppliers, subcontractors, or workers who have furnished materials, equip- 
ment, or performed work on a project for which payment bas not been made may 
file a lien against the property. The unpaid party has a right to file a lien even though 
the owner has paid the general contractor the full contract amount. Consequently, 
the owner may be forced to pay for some of the contract twice if the general con- 
tractor fails to pay its subcontractors, material suppliers, or employees. 

During construction, the owner can withhold payments (called retainage) from 
the general contractor to cover open accounts andlor liens. The general conditions 
of most contracts have a clause that requires the general contractor and all tiers of 
subcontractors to supply a lien release for all labor and material for which a lien 
could be filed, or a bond satisfactory to the owner that indemnifies the owner 
against any lien. The project manager must ensure receipt of all lien releases, or the 
bond, prior to approval of final payment to the contractor. 

RECORD AND AS-BUILT DRAWINGS 

Revisions and changes to the original drawings are almost certain for any project. 
At l e a ~ t  one set of the original contract documents that were issued for bidding pur- 
poses must be kept in a reproducible form. This is necessary for the resolution of 
claims and disputes, because inevitably the question will arise, "What did the 



contractor bid on?'In addition, there must be a thotough documentation of all 
change-orders during construction. 

A common contract requirement is that the contractor must develop an as-built 
copy of all specifications, drawings, addenda, change-orders, and shop drawings. 
The as-built drawings show dimensions and details of work that were not performed 
exactly as they were originally shown. Examples are changes in the location of 
doors, the routing of electrical wires or air conditioning ducts, or the location of 
underground piping, utilities, and other hidden work. These documents show all the 
changes to the original contract bid documents and are provided to the owner upon 
completion of the project. 

CHECK LlST OF DUTIES 

Table 12-1 provides a brief check list of duties for project close out for the con- 
struction management (CM) method of contracting. If the project is not handled by 
the CM method, the duties of the construction manager are performed by either the 
owner or the designer. 

DISPOSITION OF PROJECT FILES 

During a project, the project manager usually maintains two files: a record file and 
a working file. The record file contains original copies of important information re- 
lated to agreements, contracts, and other legal matters. The working file is the proj- 
ect manager's file that is used for the day-to-day management of the project and 
usually contains copies of documents from the record file plus correspondence, 
minutes of meetings, telephone logs, reports, etc. Upon completion of a project, a 
large amount of information pertinent to the project, including the records and files. 
is accumulated. 

TABLE 12-1 
CHECK LlST OF DUTIES FOR PROJECT CLOSE OUT 

Pmject 
close out Owner CM Designer* Contractor 

1. Certificate of Approve Review, 
substantial completion approve, file 

2. Clean-up Observe & Coordinate, 
comment enforce 

3. Punch list &prove Expedite & 
as required coordinate 

work 
4. Cali backs (after Request Arrange & 

construction) coordinate 

Review, Originate 
approve 
Observe Responsible 

Prepare, Respond 
evaluate 
work 
Review & Respond 
approve work 

Source: NSPEIPEC Repdeter, Vol. VII. No. 2 
'The referenced NSPVPEC publication cited "architect": however, the term "designer" is used here to implv 

the arcn tect may be rhe prfnc~pal des gn professional for ouf ding projects, wnereas Tie engineer may be the ' 

prnclpa oes gn profess ona for heavy! nd ~strlal projects 



Most organizations have a defined procedure for disposition of files. Information 
from the record file should be organized and indexed for easy access and retrieval 
for future reference. The working file often has duplicate information of the record 
file, some of whch may have hand written notes that should not be destroyed. Al- 
though much of the contents from the file can be discarded, sufficient information 
should be retained so the project manager can retrace his or her work on the project. 

POST PROJECT CRITIQUE 

A post project critique should be held at the conclusion of every project, because 
there are lessons to be learned from every project that can be used to improve the 
success of future projects. Attendees should include the owner and key participants 
in the project, including lead designers and construction representatives. The feed- 
back that is gained through a non-accusatory discussion of the problems and solu- 
tions encountered during a project is beneficial to all team members in the planning 
and execution of future projects. 

For the meeting to achieve the desired results, it is important that the entire dis- 
cussion be presented in a positive and professional manner. The good, as well as the 
bad, aspects of the project need to be discussed. The emphasis should be on bow to 
avoid or lessen the problems on future jobs based on problems encountered on this 
job; not who was at fault or caused the problem on this project. Minutes of the meet- 
ing should be distributed to others who did not attend the post project critique, so 
they also can benefit from the lessons learned. 

It may be desirable to perform a project peer review, which is an independent 
evaluation of a particular project'? design concepts or management procedures. 
Project peer reviews can address the needs of the owner, designer, or another inter- 
ested party. The American Consulting Engineer's Council (ACEC) and the Ameri- 
can Society of Civil Engineers (ASCE) have produced a document entitled Project 
Peer Review: Guidelines, which describes the process of project peer review. 

OWNER FEED-BACK 

After a project is completed and in use by the owner, a formal meeting should be 
held with representatives from the owner's organization to obtain feed-back regard- 
ing performance of the project. This is an important activity for evaluation of the 
quality of a completed project and satisfaction of the owner, because the true mea- 
sure of the success of a project can only be determined by how well the project is 
utilized by the owner's organization. 

QUESTIONS FOR CHAPTER 12-PROJECT CLOSE OUT 

1 As the project manager of a project, describe a plan you would use for system testing and 
start-up for a project. Reference other publications to support your response. 

2 Describe the procedure for development of a punch list,-final inspection, and issuance of 
a certificate of substantial completion for a project. What precautions should be taken be- . . 

fore acceptance of the certificate? 
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3 Describe the methods of protecting the interests of the owner in the closing phase of a 
project: warranties, guarantees, and lien releases. 

4 Why is it necessary to retain at least one set of original contract documents that were is- 
sued for bidding? 

5 As the project manager of a project, define the individuals you would select for participa- 
tion in a post project critique. Give the reasons you would select these individuals. 
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PERSONAL MANAGEMENT 
SKILLS 

CHALLENGES AND OPPORTUNITIES 

There is a great amount of pride and satisfaction in seeing a project completed and 
in operation. There are many challenges in managing engineering and construction 
due to the dynamic nature of projects. Solving problems as they arise instills a sense 
of satisfaction in the project manager and members of the project team. Most proj- 
ect managers agree that life-long friends are created by working with people on 
projects. Years after a project is completed, conversations between people who have 
worked together on past projects often turn to amusing memories of the problems 
that occurred and the methods used to resolve the problems. Generally, the prob- 
lems seem much less serious after the project is completed than they were during 
execution of the project. 

Successful people convert challenges to opportunities. Regardless of how diffi- 
cult a problem may appear, there is always a way to resolve it. After completing a 
project, most project managers are enthusiastically ready to start a new project. 
They look forward to the next project and the opportunity to apply the lessons 
learned from previous projects. Most project managers agree that they have fun do- 
ing their work. 

USING NEW INNOVATIONS 

The preceding chapters of this book presented the concepts, methods, tools, and 
techniques that have been used successfully to manage engineering and construc- 
tion projects. The methods have been developed and used by engineers who are 
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actively involved in the current practice of project management. However, to be ef- 
fective the project manager must be aware of new technologies that can advance the 
concepts presented in this book. 

New technologies sometimes are resisted by people until they are proven. Too 
often the technology is available, but it is not used because people sometimes resist 
change. The successful project manager should assess new technology and devise 
innovative methods to incorporate the technology to enhance the project manage- 
ment process. 

The use of computers is a good example of the adaptation of new technologies. 
When first introduced, some individuals only perceived the computer as a tool to 
be used for technical or scientific applications. However, progressive project man- 
agers realized the potential benefits of the computer in the management of projects. 
Today the computer is used in virtually every aspect in the execution of projects. 
The computer has probably changed the way we work today more than any other 
technology. 

The Internet is a technology that is currently available and has the potential to 
impact the way project managers do their work, similar to the impact of computers. 
The advantages of managing projects via the Internet are numerous, primarily in 
saving time and increasing efficiency. Information can be distributed more rapidly 
to geographically dispersed owners, designers, contractors, and suppliers. Corre- 
spondence, drawings, and photographs can be posted on project-specific Internet 
sites and cataloged for easy access. Key team members can monitor data exchange, 
which greatly reduces turnaround time for decision making. For example, using tra- 
ditional methods it may take an hour just to process a request for information (RF'I) 
and then take days or weeks to get an answer for the RFI. Now electronic RFIs can 
be submitted and logged almost instantly, and responses are often made the same 
day or within a few days. Designers, suppliers, and contractors know they are ac- 
countable with web-enabled project management. 

Today, many companies operate in a paperless environment by using the elec- 
tronic media of the Internet. The increased efficiencies are attracting the attention of 
project managers who are pressed to accomplish more work in less time. Projects 
are getting more complex, and project personnel are expected to deliver results 
more quickly. Furthermore, team members are spread over a wider geographic 
location compared to projects in the past. Today, design work done in any location 
can be transmitted to any other location of the world almost immediately via the 
Internet. Design work can progress continuously, on a twenty-four-houi basis, by 
transferring documents from one design office to another to countries across the 
world. 

Websites improve both internal and external communications. It can be a signif- 
icant public information tool. A company can establish public and private websites 
for a project. The general public can visit one website for the latest on traffic condi- 
tions and construction schedules, while team members use a different site to ex- 
change detailed design and construction information. The private site can save a 
vast amount of time by providing rapid data exchange among numerous offices and 
subconsultants working on a project. 
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E-mail is the most common and often used aspect of the Internet. It allows users 
to send written messages with optional attachments to anyone in the world who has 
a computer for the cost of a local phone call. Attachments can include drawing files, 
word processing documents, spreadsheets, photos, multi-media clips, and web 
pages. Faxes can also be sent over the Internet instead of over regular voice lines. 

Web-enabled management systems add speed and efficiency to processing proj- 
ect information. The systems also reduce confusion and redundancy for owners, de- 
signers, and contractors trying to accomplish work as quickly and efficiently as 
possible. These systems can be structured with identifying tabs to mimic traditional 
file folder systems. For example, the Internet can be used in recording delivery 
records, progress updates, and other data in the field and transferring them to a data- 
base incorporated in a company's web system. 

Another example is the application of project schedules, using an Internet- 
enabled tool designed to allow team members to see their assignments across mul- 
tiple projects using a weh browser. Developing, maintaining, and communicating 
the project schedule is vital to the process of project management. Whether through 
CPM scheduling or simple calendar schedules, a website can he used to post current 
and near-term activities. 

In place of a local area network, a web server can be used as a central repository 
for project documents. The documents may include word processing files, spread- 
sheets, photographs, and drawings. Users can add andlor check in and check out ex- 
isting documents. Documents and file systems can be used during the design or 
construction phase but are more common in the design phase. 

Project administration can also be greatly enhanced via the web. Web-enabled 
systems can manage work flow. In addition to document management, the software 
can create, log, track, and index project documents. Other functions include to-do 
lists, notification of events for project members, or required follow-up activities. 
Digital technology has made it extremely easy to take pictures and video and in- 
clude them with documents on the websites. Complete photo histories can be stored 
in a database and be available for on-line retrieval. This can provide documentation 
during execution of the project as well as resolution of disputes. 

Job cost reports can also be published for review. For security, limited access to 
cost information can be provided without permitting access to an accounting sys- 
tem. Status reports can be published on-line with links to other information, such as 
schedules, cost reports, RFIs, or accident reports. This provides a way of giving 
users a document-based database that is easv to maintain and control. 

Voice and multimedia are another application of project management via the 
Internet. The Internet can be used as a facilitator of voice communication. E-mail 
can now carry attachments of audiolvideo clips made with a digital, still, or video 
camera. Inexpensive hardware and software also allow two or more users to tele- 
conference on-line or allow users to get a live video feed from an on-line camera. 
This is an effective tool for resolving problems in the field by a team of experts who 
may be located in the home office without requiring them to travel to the job-site. 

Security of information can he addressed by use of Intranets and Extranets. An 
Intranet is an Internet site set up for private use of a company that might include 
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certain corporate financial data, schedules, bulletins, and human resource informa- 
tion or other confidential information. Intranets can save companies money by re- 
ducing the amount of hard copy notices and fonns that might be printed and 
distributed manually or by mail. An Extranet is an Internet site set up by a company 
for shared use with others. It might contain a variety of infom~ation with limited or 
full access to its employees; trading partners, such as subcontractors; and suppliers; 
or the general public. Project-specific websites are included in this category. 

The success of project management via the web has a tremendous potential for 
saving time and increasing productivity, but education and training are essential. 
The project manager must understand the technology and exercise innovation to 
adapt the new technology. For any new technology, precautions must be taken. For 
example, transmitting designs and data over the Internet can open up new areas for 
errors, omissions, and unauthorized revisions. Confirmed receipt of information 
may sometimes be necessary to ensure the information has been received. 

Use of the web is just one example of incorporating technology into the work 
process. As new technologies are developed the project manager must be responsive 
to potential applications and devise methods to incorporate the technology to in- 
crease the efficiency of project management. 

HUMAN ASPECTS 

The preceding chapters defined the information that must be gathered and managed 
to successfully bring a project to completion. Although a system must be developed 
for management and control of a project, it is people who make things happen. 

A project management system serves as a guide for overall coordination of the 
entire project; however, some refinement and modification of the system is some- 
times necessary for a particular project. People are the only resource that have the 
capability to detect problems and make the adjustments that are necessary to suc- 
cessfully manage a project. Thus, a project manager should not depend solely on the 
system of project management and neglect the importance of the people who are =- 
sociated with the project. 

To summarize, successfulproject management can best be described as effective 
communications between the people who perform the work that is necessary to 
complete the project. Management of any project requires coordination of the work 
of individuals who each provide an area of specialization. A successful project man- 
ager must be a good planner, dclegator, and communicator. 

There is a tendency of some project managers to complain that the work is not 
being accomplished because of factors beyond their control. For example, a project 
manager may feel that team members are too inexperienced, or that it takes more 
time to explain what needs to be done than the time it takes to do it themselves, or 
fear that a mistake by a team member would be too costly. Other typical examples 
are the feeling that others are too busy and don't have time for additional assign- 
ments or that others avoid accepting responsibility. Although these factors are of 
concern, they and similar factors are a routine part of working with people and can 
be overcome with good management skills. 
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Usually project managers have many years of experience of doing the work be- 
fore their assignment of managing the work. Because they are familiar with what 
is required, they may prefer doing the work themselves rather than delegating it to 
others. The result is they become overworked from attempting to both do and man- 
age the work, spend nights and week-ends devoted to their job, and then complain 
that the work is not accomplished because others are too inexperienced. A proj- 
ect manager must realize that others can only gain experience by doing the work; 
also that many times others can do the work just as well, if not better, than 
managers. The problem is acceptance of the fact that others may not do the work 
exactly the same way the manager would do it. The criterion should not be who 
can do the job best, but who can do the job satisfactorily. The project manager 
must balance accuracy and quality of the work for the entire project. The feeling 
that a person is too inexperienced can be overcome by close communications and 
training. 

The feeling by project managers that it takes more time to explain the job than to 
do it themselves often results in the project manager doing the work, at nights or on 
week-ends. Many times a person can do the work quicker than explaining what is 
needed by others. However, if the work must be repeated on a particular project, or 
on future projects, it usually is more efficient to explain it to others one time so they 
are experienced in doing it in the future. Project managers must realize that before 
telling someone what to do, they must know what needs to be done themselves. 
A well-defined work plan, as discussed in previous chapters, provides the plan of 
action to effectively communicate job assignments to team members. 

The accomplishment of a project usually involves high costs over an extended 
period of time with many risks. The fear that a mistake by a person would be too 
costly is a concern by every project manager. Because of this fear, a project manager 
may be reluctant to assign the work to others and end up doing the work himself or 
herself. The problem is the lack of confidence in others and the fear that they don't 
have sufficient judgement to handle the situation if a problem arises. The excuse 
that is often given is "If you want it done right, you must do it yourself." However, 
a good control system will help ensure that work is done right. Fear of taking a 
chance can prevent finding hidden ability. 

Because everyone appears busy, a manager may be reluctant to assign work be- 
cause of the feeling that others don't have time for additional assignments. This sit- " - 
uation often arises when the work to be done requires the expertise that can only be 
performed by a small number of individuals. A system must be developed to ensure 
that people who are involved in the project are using their time efficiently. This is 
best accomplished by developing a well-defined project schedule at the beginning 
of the project, with participation and input from each person who will be involved. 
There is always enough time to do what is required. 

Another complaint of some project managers is that people avoid accepting re- 
sponsibility. People will avoid accepting responsibility if they fear unjust criticism 
if they make a mistake or feel they will receive inadequate recognition of their 
work. A manager must develop a project control system that protects a project from 
major mistakes that are catastrophic, yet tolerates minor mistakes that are inevitable. 
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Some people simply find it easier to ask the manager than to decide themselves 
because some managers want to make all the decisions. A project manager must 
clearly define the work required because people tend to achieve what is expected 
of them. 

ASSIGNMENT OF WORK 

Project management involves coordinating the work rather than doing the work; 
therefore the project manager delegates the work to members of the project team. 
Assigning work to another person delegates authority and responsibility to that per- 
son to accomplish the work and to make decisions that may be necessary. However, 
delegating authority, responsibility, and decision making does not necessarily cause 
the project manager to relinquish control. A project manager may define different 
levels of delegation, such as complete the work and provide the results, propose the 
work to be performed and inform before proceeding, or perform part of the work 
and submit for review and approval. 

Management involves assignment of work to the right person with a clear expla- 
nation of what is expected and when it must be completed. Because miscomrnuni- 
cation is a common problem in project management, one must be certain that the 
other person understands what has been assigned. A project manager must give each 
person on the team an opportunity to do the job the way he or she wants to do it. 
Simply stated, "Their way is often as good as my way of doing a task." 

A project manager should be reasonable in his or her expectations. If an assign- 
ment is not reasonably achievable, the person who is assigned to do the task usually 
will recognize this fact and resist pressure and responsibility. The best way to eval- 
uate the reality of achieving an assigned task is to work with the person to obtain his 
or her assistance in defining the work that is required to achieve the final end result. 

During the course of accomplishing work, many obstacles arise. A project man- 
ager must be accessible to explain things that may not be clearly understood and to 
make any adjustments that may be necessary. In short, the project manager must 
also be available when he or she is needed. Periodic team meetings are needed to 
keep the work flowing in a well-identified manner so that all concerned can work as 
a unit. 

An effective project manager must lead the project team and reinforce the conf- 
dence of individuals. Trust must be shown in their capability, intelligence, and 
judgement. The leader of any group must occasionally check with members to see 
what is going on and how they are doing. This builds confidence and respect among 
the team members, who in turn will strive to accomplish quality work. 

A project manager must recognize and reward successful and outstanding per- 
formance. People relish this recognition and are entitled to it. Likewise, a manager 
should hold an employee responsible for unacceptable work, show why the work is 
unacceptable, where mistakes were made, determine how to improve the work and 
identify ways of preventing future problems. 

Many project managers are assertive with a tendency to rush in and take over. Al- 
though each person must develop their own style of management, he or she must be 



300 PROJECT MANAGEMENT FOR ENGINEERING AND CONSTRUCTION 

cautious of overreacting to situations. With the right attitude and working relation- 
ship, problems can be changed to solutions in due time. 

MOTIVATION 

Experienced managers readily agree that there are all types of people: those who 
make things happen, those who watch things happen, those who don't know what's 
happening, and in some instances those who don't want to know what's happen- 
ing. The project manager must devise methods to motivate each of these types of 
people. 

Each member of a project team provides an expertise that is needed to accom- 
plish a project. Usually individual team members are assigned to the project from 
various discipline departments by their respective supervisors. Although everyone 
works for the project, each person may report to a different supervisor. Therefore, 
the project manager as the leader of a project team is placed in a situation of moti- 
vating individuals who actually report to a supervisor other than the project rnan- 
ager. Thus, the project manager must develop effective methods of motivating team 
members other than the traditional methods of promotion in title or salary. 

Many managers believe that money is the best motivator of individuals. Obvi- 
ously few people would work if they were not being paid. Although money may be 
a motivator to a certain degree, there are other factors that influence the motivation 
of people. Unless the pay is exceptionally different, there are other factors that must 
be considered. If money were the only motivator, the project manager would have a 
problem with motivation because he or she usually is not the person who directly 
establishes the pay of individual team members. Because most project managers 
have no control over pay rates, they must motivate by providing individual recog- 
nition and, most importantly, by challenging each team member with responsibili- 
ties and a chance to grow. 

Many books have been written and numerous theories have been proposed re- 
lated to motivating people. Most people are motivated by needs. As presented in 
Chapter 2, Maslow's theory of needs identifies five levels of needs that people strive 
to achieve: basic survival, safety, social, ego, and self-fulfillment. The theory pro- 
poses that an individual strives to satisfy the basic survival needs of food, clothing, 
and shelter. Upon satisfaction of these needs, a person strives for the next level of 
need; safety, which may include continued employment, financial security, etc. As 
each level of need is satisfied, the next higher level of need is sought. A project 
manager must strive to identify the needs of the people who are involved in the proj- 
ect in order to effectively motivate them. This is difficult to do during day-to-day 
activities, so it is sometimes desirable to associate with individuals outside the work 
environment. Many times an awareness of a person's interests and recognition of 
their needs is a positive step in understanding why they react to situations and can 
lead to productive motivation. Good management recognizes the motivational needs 
of each member of the team and develops methods to improve the performance of 
people. 
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Professional people seek job interest, recognition, and achievement. Everyone 
wants to feel important and to accomplish work. People who feel good about them- 
selves produce good results; therefore a project manager should help people reach 
their full potential and recognize that everyone is a potential winner. This type of 
attitude among team members can create motivation for everyone. 

DECISION MAKING 

Numerous decisions must be made during management of a project that require a 
significant amount of time and effort on the part of the project manager. While 
many decisions are routine and can be made rapidly, others are significant and may 
have a major impact on the quality, cost, or schedule of a project. 

Good decisions cannot be made unless the primary objectives and goals that are 
to be accomplished are known and understood. Decision making involves choosing 
a course of action from various alternatives. It is the duty of the project manager to 
know and clearly communicate the project objectives to all participants so their ef- 
forts can be focused on alternatives that apply to the desired end results. This is im- 
portant because a significant amount of time and cost can be expended toward 
evaluation of alternatives that may solve a problem, but not pertain to the central 
objective to be achieved. The project manager must coordinate the effort of the 
project team to ensure a focused effort. 

Decisions must be made in a timely manner to prevent delays in work that may 
impact the cost andlor schedule of a project. Most of the project decisions are made 
internally (within the project manager's organization), which can be managed rela- 
tively easy. However, some decisions are made externally (outside the project man- 
ager's organization) by owners or regulatory agencies, particularly in the review and 
approval process. Early in the project, the project manager must identify those ac- 
tivities that require external decisions so the appropriate information will be pro- 
vided and the person can be identified who will be making the decisions. This must 
be included in the project schedule to alert the responsible parties so work is not dis- 
rupted and the project is not delayed due to lack of a decision at the proper time. 

Many organizations have established policies regarding the authority for decision 
making that a project manager can refer to during management of a project. How- 
ever, there are many times when others can be consulted who have had similar sit- 
uations, and who can provide valuable opinions and assistance. Regardless of the 
situation, there is almost always another person who has had a similar problem. 

The project manager should avoid crisis decisions, although many decisions are 
made under pressure. One must gather all pertinent information, forecast potential 
outcomes, think, and then use their best judgement to make the decision. It is not 
possible to anticipate all eventual outcomes, but with careful thought and review, 
one can eliminate the unlikely events. There is a certain amount of risk in every- 
thing we do and sometimes wrong decisions are made by good managers; however, 
new information may become available or changed circumstances may arise that 
will require a change in the previous decision. 
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Decisiveness is required of a project manager to gain the respect of team mem- 
bers. A project manager must avoid procrastination and vacillation and should en- 
courage decision making in team members. Indecision creates tension in most 
people, which causes stress and further indecisiveness. Failure to be decisive can 
cause many things to go wrong; no one knows what to do, work is not done because 
of lack of direction, all of which causes a waste in talent, resources, and time. 

It is the responsibility of the project manager to ensure that appropriate decisions 
are made by the right people, at the right time and based on correct information. 
Once a decision is made it should be communicated to all participants involved in 
the project so all concerned will know what is to be done. This can be easily ac- 
complished by distributing the minutes of the meeting (or record of the conversa- 
tion) where the decision was made, with a highlight or flag to denote the decision. 

TIME MANAGEMENT 

Time is irreplaceable and vital to the personal and business life of everyone. Aproj- 
ect manager spends a large amount of time communicating and interacting with 
others who are involved in the project. Therefore, it is important that time is spent 
in a productive and effective manner. A project manager must be cautious, because 
there are always more interesting and worthwhile things to do than time allowed to 
do them. 

An analysis of how time is spent is necessary in order to determine how effective 
time is used. Occasionally a time log of how major portions of one's time is spent 
should be maintained. A daily log should be compiled over two or three weeks that 
shows how much time is sDent doing each activitv, who was involved, and what was - < .  

accomplished. Activities can be grouped by categories, such as telephone, meetings, 
unscheduled visitors. and s~ecia l  reouests. An analvsis of the distribution of time by 
categories will enable thebroject Aanager to deiermine where his or her time is 
spent most, so improvements can be made. It is usually easier to reduce a category 
of high expenditure of time by a small amount than it is to reduce a category of low 
expenditwe of time. 

Common time wasters of project managers are unproductive telephone calls and 
meetings. Although the telephone is necessary for a manager to perform his or her 
work, it can be quite disruptive. There are times when calls should not be received 
so other tasks can be done. A secretary, assistant, or answering machine can inter- 
cept calls to assist in the management of telephone usage. Meetings are mandatory 
for project management. The most effective way to conduct a productive meeting is 
to prepare an agenda that is distributed to all attendees prior to the meeting. An 
agenda serves as a means of focusing discussions and following an organized cov- 
erage of information that should be disseminated. Table 13-1 provides a partial list- 
ing of common time wasters. 

The project manager must set priorities and develop a system to manage his 
or her time. Tasks that are the least interesting can be scheduled at the peak of 
one's energy. There should be a thorough review to evaluate job activities that can 
be assigned to others and an analysis of work to determine how and what can be 
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TABLE 13-1 
COMMON TIME WASTERS 

1. Unproductive telephone calls 
2. Unproductive meetings 
3. Unscheduled visitors 
4. Special requests 
5. Attempting too much at once 
6. Lack of goals and objectives 
7. Procrastination on decisions 
8. Involvement in routine items that others can handle 
9. Inability to set and keep priorities 

10. Inability to say no 

combined or eliminated. Emphasis should be placed on long-term items, rather than 
short-term items that can often be delegated to others. Most people are more moti- 
vated by work that is planned than work that "just happens" at the moment. Priori- 
ties should be set and kept to effectively manage time. 

COMMUNICATIONS 

One of the most frequent sources of errors and misunderstandings in the manage- 
ment of a project and working with people is miscommunications. Too often, the 
"other person" does not hear or interpret the information the way it was intended. 
Communications may be oral (both speaking and listening) or written (both writing 
and reading). In each instance it is important that clear, coherent, and efficient com- 
munication skills exist to ensure successful work by all participants in a project. The 
project manager must realize that all people do not interpret the same thing in 
the same way and that a communication is of no value unless it is both received and 
understood. 

The role of the project manager is analogous to the central server in the local area 
network of a computer system. He or she is responsible for the continuous and com- 
prehensive flow of information to and from team members, with special attention to 
communicating information and decisions that may influence the project team's 
work. These communications include conversations, meetings, minutes, correspon- 
dence, reports, and presentations. 

Much of the day-to-day work on a project is accomplished by informal ex- 
changes of information among team members. Examples are telephone calls and 
informal meetings between two or more individuals. Although most of these 
exchanges are routine, some may impact the work of others or may impact project 
decisions related to scope, budget, or schedule. Informal exchanges of information 
that affect the scope, budget, or schedule must be documented into the written 
record at the next regularly scheduled team meeting. 

The project manager should maintain a record of telephone conversations, in- 
cluding the names of parties in the conversation, date, time, place, items discussed, 
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Project Title: 

Name: Date: 

Title: Time: 

Firm: Initiated by: 

Items Discussed: 

Conclusions: 

Future Actions: 

FIGURE 13-1 
Individual Telephone Log 

and any pertinent information resulting from the exchange (reference Figure 13-1). 
Copies of telephone records should be maintained and filed with each project. It is 
sometimes helpful to maintain a master phone log that records each call for all proj- 
ects that the project manager is responsible for. Each call can be recorded on one 
line which contains the date, time, number, person's name, and brief remarks that 
provide an outline of the conversation (see Figure 13-2). This master log can be 
cross-referenced to the individual telephone record, which contains the details of 
each conversation. A master log is helpful in keeping track of the overall work of 
the project manager. 

The project manager must develop and practice good speaking skills. Conversa- 
tions must be clear, coherent, and to the point without rambling. Thoughts and ideas 
should be organized in a systematic manner before communicating. This can be ac- 
complished by knowing the objectives of the communication, for example, to give 
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FIGURE 13-2 
Project Manager's Master Telephone Log. 

information, to get information, to make decisions, or to persuade someone. Con- 
sideration must also be given to timing and location to ensure the other person has 
your attention, because listening is an important p a t  of communicating. It is often 
necessary to follow up a conversation to be certain the communication is received 
and understood. This can be done by obtaining feed-back. 

PRESENTATIONS 

As the prime contact person for the project, the project manager is the spokesperson 
who often makes p~esentations to the owner, agencies, boards, and other interested 
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parties. For an effective presentation, it is important to know the audience and to 
convey information that is of value and interest to the audience. A presentation is 
given for the audience, not the individual giving the presentation. It should be pre- 
pared from the audience's point of view and organized in a logical pattern so each 
part of the presentation will relate to other parts. Examples are problem to solution, 
unknown to known, cause to effect, or a chronological order. 

A flaw of many presentations is an attempt to tell the audience too much, giving 
a step by step description of everything on the subject. A presentation normally has 
a limited time and the audience frequently is a busy group. Therefore, the presenta- 
tion should be more of a summary of important factors of direct interest, leaving de- 
tailed information in a report that can be read later. Only a limited number of 
graphs, tables, or computer printouts can be presented so that they must be carefully 
chosen. 

A presentation should begin with a title, which is a simple statement of the sub- 
ject, followed by a brief overview of the material that is to be presented. During a 
presentation, the individual presenting the material must realize that the audience 
cannot remember every word that is said. To increase clarity and to emphasize key 
points, the key points can be repeated by selecting alternate words and phrases to 
bring out the same major ideas. This is necessary for effective speaking, but is not, 
and should not, be done in writing because a reader can reread material to clarify or 
understand what is written. 

The speaker should define words and acronyms that he or she thinks the audience 
may not know or understand. This should be done at the time the words are used, 
not at the beginning or end of the presentation. Defining or clarifying word? en- 
sures that the listener hears and understands what is being said. It also ensures that 
the listener is thinking about the presentation and focusing on the speaker's key 
points. 

Visual aids greatly enhance any presentation, particularly tables of numbers, 
equations, and technical data. The value of visual aids is that the audience both 
hears and sees the presentation, which greatly increases their understanding and the 
amount of ir~formation they retain from the presentation. Visual aids also help the 
speaker keep the presentation flowing in a continuous manner. Computers that are 
used throughout the industry are capable of producing slides for presentation pur- 
poses from the data generated in graphic form. Current copy machines with enlarg- 
ing and reducing capabilities can also be used to develop overhead transparencies 
of printed material, including computer-generated reports from laser printers. 

Few people are impressed with complicated sentences or an attempt by the 
speaker to impress the audience. The level of detail that should be presented de- 
pends upon how much the audience knows about the subject. Therefore, it is best to 
know the audience. Simple and direct language should be used that presents the ma- 
terial so it is easily understood. To gain the attention of the audience, the speaker 
should not make the audience insecure. Apologies and negative comments should 
be avoided. A positive attitude should prevail, even when controversial subjects are 
being discussed. 
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The presentation should be summarized at the end, just as the audience was told 
the purpose of the presentation at the beginning. Also, adequate time should be al- 
lowed for questions and answers at the conclusion of the presentation. 

MEETINGS 

Numerous meetings are held throughout the duration of a project to exchange in- 
formation and make decisions. The schedule for the regular team meetings should 
be defined at the beginning of the project as a part ofjhe project work plan. The 
project manager chairs team meetings, which should be held weekly, preferably on 
the same day and time. Minutes of the meeting should record items discussed, deci- 
sions made, and actions to be taken (including the responsible person and the due 
date). Occasionally, special meetings may be held to discuss special problems or 
unforeseen situations. Minutes of these meetings should also be kept in the proj- 
ect files. 

Other meetings are held with the owner to report progress or obtain approvals. 
Special meetings may be held with other interested parties, such as regulatory agen- 
cies or the general public. The project manager may not chair these meetings and 
often is accompanied by lead project team members to assist in discussing the issues 
related to the project. 

Meetings should be conducted in an efficient manner because those in attendance 
are usually busy people who have other work that must be accomplished. An agenda 
provides an effective means of organizing a meeting to define and sequence the 
items that are to be discussed, to prevent discussions from wandering. The time re- 
quired to conduct a meeting is also significantly reduced when an agenda is used to 
guide the discussions. An agenda can also prevent an individual from dominating 
the discussions and give each person an opportunity to participate. 

Meetings should be started and finished on time. Starting late penalizes those 
who arrive on time and rewards those who arrive late. It is preferable to define the 
start and end time on the agenda. Meetings with constrained times will often cover 
as much material, if not more, than meetings that have an open-ended time. 

Minutes should be prepared for every formal meeting. As previously noted, min- 
utes of the meeting should record items discussed, decisions made, and actions to be 
taken (including the responsible person and the due date). Copies of the minutes 
should be distributed to all attendees and a record copy placed in the project file. 
Minutes provide each attendee with the opportunity to verify the items discussed 
and decisions made. Minutes also assist the project manager in preparing the agenda 
for the next meeting. 

REPORTS AND LElTERS 

Written communications document most of the activities of a project and often have 
major impacts related to decisions, costs, schedules, and legal matters. Because of 
this, all written material should be dated and written in a clear, concise, coherent, 
and legible manner. 
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To be effective, one must consider who is going to read the material and the pur- 
pose of the writing, such as to obtain information, to give information, to clarify an 
item, or to submit a proposal for approval. As the leader of the project team the 
project manager must prepare status reports that describe the progress of a project. 
Many of these reports contain a significant amount of computer-generated graphs 
and tables with short written narratives. Other typical correspondence is in the form 
of letters or inter-office memorandums and minutes of meetings. 

Although computers with graphic capabilities, word software, and 
laser ~rinters have automated and enhanced written communication capabilities, the 
project manager must still rely on his or her own writing skills to poduce a coher- 
ent written document. Cutting, pasting, merging, and spell checkers do not neces- 
sarily ensure a coherent document. For example, a spelling check of a document 
does not verify the correctness of the use of the words of to, too, or two. Likewise 
deleting or adding lines or paragraphs in one portion of a document can have a ma- 
jor impact on other portions of the document. Even small errors can lead to big 
problems and misunderstandings. Thus, a project manager must use special precau- 
tions to ensure a coherent document. 

The arrangement and format of reports vary, depending on the material to be pro- 
duced. Table 13-2 is a suggested format for a report. Letters should be written with 

TABLE 13-2 
REPORT FORMAT 

I. Title page 
A. Report title, author, location, date 

2. Table of contents 
A. List of subject matter in chronological order with page numbers 

3. Front matter 
A. List of figures 
B. List of tables 
C. List of abbreviations 

4. Introduction 
A. Purpose of report 
B. Scope of report, including what is contained in the report and 

what is not contained in the report 

5. Main text of report 
A. Test equipment used 
B. Procedures used 
C. Data obtained 
D. Analysis of data 

7. Appendix, for bulk data 

8. List af references 
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TABLE 13-3 
L m E R  FORMAT 

- - 

1. Introductory paragraph 
A. State purpose of letter 
B. State how the letter came about 

2. Main body of letter 
A. One or more paragraphs covering the subject matter 
B. Bulk data should be placed in a separate attachment or enclosure 

3. Final paragraph 
A. Summary and conclusions 
€3. Leave open invitation for follow up from reader 
C. Close with final good will sentences, such as, Thank you for your 

consideration in this matter. 

at  least three paragraphs: an introductory paragraph, the main body of the letter (one 
or  more paragraphs), and the final closing paragraph, (see Table 13-3). 

QUESTIONS FOR CHAPTER 13-PERSONAL 
MANAGEMENT SKILLS 

1 List and briefly discuss the reasons that people may give for not accepting responsibility 
at work. As a project manager, what can you do to prevent the problem of people not ac- 
cepting responsibility? 

2 Many individuals believe that money is the primary motivator of people. Describe several 
methods, other than money, that a project manager can use for motivating people. 

3 Describe methods that a project manager can use to reduce each of the common time 
wasten that are shown in Table 13-1. 

4 The assignment of work is an important part of the work of a project manager. List and 
briefly explain guidelines that a project manager can use for assigning work. 

5 Some people have difficulty in differentiating between big decisions and little problems. 
Describe guidelines for assisting a project manager in decision making. 

6 The project manager is responsible for conducting numerous meetings during the life of a 
project. List and discuss the factors that a projectmanager should consider in conducting 
a meeting. 
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TOTAL QUALITY 
MANAGEMENT 

BACKGROUND 

Considerable attention has been given to the Total Quality Management (TQM) 
concept that emphasizes teamwork at all levels of an organization to improve the 
quality of a project and achieve maximum customer satisfaction. Much of this at- 
tention is due to the successful application of TQM in the manufacturing and elec- 
tronics industries, particularly in Japan where the TQM concept started in the early 
1950s. The TQM philosophy concentrates on process improvement, customer and 
supplier involvement, teamwork, and training to achieve customer satisfaction, cost 
effectiveness, and defect-free quality work. 

TQM management philosophy focuses on continuously improving the process 
that makes the product, rather than attempting to inspect or test the product to 
achieve quality. The approach uses statistics to control the process: where manage- 
ment's role is not to solve all the system problems, but to provide workers with the 
tools that are necessary for them to effectively address the problems in the system. 

Much of the TQM concept is attributed to the teachings of Drs. W. Edward Dem- 
ing and Joseph M. Juran, who, with other experts from the United States, assisted 
the Japanese in improving the quality of their products beginning in the early 1950s. 
At that time the Japanese products were burdened with defects and were considered 
inferior to products that were manufactured by other countries. Deming made sev- 
eral trips to Japan to conduct seminars on statistical process control, and build- 
ing quality into the manufacturing process. He emphasized that the majority of 
the problems encountered in manufacturing are with the process and that statistics 
can be used to control that process. Juran outlined a managerial approach to quality 
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control and focused on achieving customer satisfaction through a project team ap- 
proach with project-by-project improvement. He emphasized the importance of 
training at all levels, from workers to top management. In all instances, the empha- 
sis is placed on continual improvements. 

Many articles and books have been written that describe TQM and methods of 
implementing TQM that refer to the work of Deming and Juran. In 1986, Dr. Dem- 
ing published a book entitled Out of the Crisis, which defines 14 points or steps to 
achieve quality. Table 14-1 is a condensed summary of the 14 points of Deming's 
management theory. 

TABLE 14-1 
DEMING'S 14 POINTS 

I. Create constancy of purpose for improvement of product and service. This includes 
both immediate solutions to today's problems and long-range planning for the future. 

2. Adopt the new philosophy. This charge is not only to the management and work force of 
the company, but encompasses the responsibilities of government as well. 

3. Cease dependence on mass inspection to achieve quality. The problem is not with the 
defective products found during inspection, but in the system that created them. 

4. End the practice of awarding business on the basis of price tag alone. Instead, minimize 
total cost by working with a single supplier. 

5. Improve constantly and forever the system of production and service. Quality must be 
built in at the design stage. 

6. Institute training on the job. Ensure eveyone understands their job and has the training to 
do it. 

7. Adopt and institute leadership. The job of management is not supervision, but leadership. 

8. Drive out fear. People do their best work when they feel secure. Encourage contributions 
from everyone to improve the system. 

9. Break down barriers between staff areas. Instead of optimizing the efforts of individual 
departments, the effort should be made to develop a team approach for the good of the 
company. 

10. Eliminate slogans, exhortations, and targets for the work force. Such devices cultivate 
resentment when there are flaws in the system hampering optimum performance. 

11. Eliminate numerical quotas for the work force and numerical goals for the 
management. Quotas either breed a sense of failure when they are not met or stifle 
incentive if they are met too easily. 

12. Remove barriers that rob people of pride of workmanship. Eliminate the annual rating or 
merit system. 

13. Institute a vigorous program of education and self-improvement for everyone. Allow 
people to improve themselves and broaden their knowledge with continuing education. 

14. Take action to accomplish the transformation. The best made plans for improving the 
system are worthless unless they are put into action. 



The Construction Industry Institute (CII) is a national research organization 
founded as a result of the Construction Industry Cost Effectiveness task force study 
of the Business Roundtable. The purpose of CII is to improve the cost effectiveness 
of the construction industry by identifying research needs, conducting the research, 
and assisting in implementation of the results. 

The CII created a Quality Management Task Force to conduct research in the 
construction industry to identify attributes of quality management organizations and 
techniques that have been considered to be effective in the construction industry. 
The objectives of the task force were to identify the reasons for the effectiveness of 
the attributes, how they were developed and implemented, and to recommend 
generic guidelines for implementing improved quality management in the construc- 
tion industry. CII Source Document No. 5 1 records the findings of the research done - 
by the task force. 

The CII task force concluded that an integrated approach of TQM and quality 
assurancelquality control is required to improve the quality of the products and 
services provided by the construction industry. Construction companies have, with 
minor modifications, adopted the methods and concepts of TQM that are being 
used in the United States manufacturing industry and have applied them to their 
operations. 

The development and implementation of a TQM approach must be tailored to the 
specific needs of an organization. Aprogram cannot simply be adopted from a con- 
sultant and implemented. There must be action behind the words and ceremony, and 
this can only be accomplished by the understanding and involvement of senior man- 
agement. Management must participate in the implementation process and be fully 
committed to it if TQM is to succeed. 

The use of a small, well-placed, pilot project is an effective method for gaining 
acceptance of TQM among the employees and management of a company. The 
TQM process takes about three years before it is accepted throughout a company, 
and significant results are achieved. 

Training for TQM will not succeed unless both the technical and humanistic as- 
pects are addressed. The more technical the processes, the more the emphasis 
should be placed on the training of interpersonal and communication skills. The top- 
ics and examples used in the training effort should be integrated with the actual 
work processes of the individuals being trained. The employees should apply newly 
learned skills to their jobs as quickly as possible. 

Statistical methods are being effectively applied to engineering and construction 
processes and are being used to identify and solve problems and to improve 
processes. For tracking to be utilized effectively, employees and management must 
f is t  understand the fundamental concepts of TQM and the purpose for controlling 
and constantly improving their processes. 

Owners and contractors are seeking improved relationships with each other and 
with vendors and subcontractors. Partnership agreements are being formed between 
owners and contractors. Both owners and contractors are seeking to reduce their 
numbers of qualified vendors. 
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The following sections in this chapter are excerpts from Appendix A of CII 
Source Document No. 5 1 that describes the basic principles and essential elements 
of TQM in construction terms, to demonstrate their applicability to the construction 
industry, and to outline the implementation of the TQM process. The basic princi- 
ples of TQM are customer satisfaction and continuous improvement. The elements 
of TQM form the framework that supports the principles of customer satisfaction 
and continual improvement. The seven elements identified in the CII report are 
management commitment and leadership, training, teamwork, statistical methods, 
cost of quality, supplier involvement, and customer service. Although there is no in- 
dustry standard for implementing TQM, the CII research identified the following 
four steps that have been used to successfully implement TQM: preparation and 
planning, implementation of the plan, measuring and verifying the implementation, 
and evaluating the results and continuing on to the next preparation and planning 
stage. 

CUSTOMER SATISFACTION 

Customer satisfaction and continuous improvement are the fundamental goals of 
TQM and therefore are the principles upon which it is based. All the efforts under- 
taken in TQM are directed toward a target of satisfying the customer thmugh con- 
tinuously improving upon the present methods and procedures that govern the 
work. The two principles are interdependent and are accomplished through the ele- 
ments of TQM. 

The function of the construction industry is to provide clients with facilities or 
qtructures that meet their needs. For a company to remain in business this service 
must be provided at a competitive cost. TQM is a management philosophy that ef- 
fectively determines the needs of the client and provides the framework, environ- 
ment, and culture for meeting them at the lowest possible cost. By ensuring quality 
at each stage in the construction process, from conception through completion, the 
quality of the final product will in turn satisfy the customer. 

Customers may be either internal or external. External customers are not part of 
the company producing the product or service, but they are impacted by it. For en- 
gineering, the products are the plans and specifications and the customers are the 
owner and the construction organization responsible for the construction. For con- 
struction, the product is the completed facility and the customer is the final user of 
the facility. These products are intended to satisfy the needs of an extemal customer. 

There are also customers within the design firm and the construction organiza- 
tion. These internal customers receive products and information from other groups 
or individuals within their organization. Satisfying the needs of these internal cus- 
tomers is an essential part of the process of supplying the external customer with a 
quality product. 

Every party in the process has three roles: supplier, processor, and customer. 
Juran defines this as the "triple role" concept. These three roles (supplier, processor, 
and customer) are carried out at every level of the construction process: corporate, 
division, department, work group, and individual. This concept is illustrated in 
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FIGURE 14-1 
Juran's Triple Role Applied to 
Construction. - Source: CII Source Document No. 51. 

Figure 14-1, where the architectlengineer (AIE) is a customer of the owner, a 
processor of the design, and a supplier of plans and specifications to the contractor. 

The contractor is a customer of the AIE's plans and specifications, a processor of 
the construction, and a supplier of the completed structure to the owner. The success 
of this complete process is highly dependent on the effectiveness of the design that 
is prepared by the A/E firm. The ability to influence the level of quality in the com- 
pleted project declines as the project progresses. This concept emphasizes the im- 
portance of securing customer input, both internal and external, into the planning 
stages of the project. 

CONTINUAL IMPROVEMENT 

To achieve TQM, management has two functions. First, to maintain and incremen- 
tally improve current methods and procedures through process control, and second, 
to direct the efforts necessary to achieve major technological advances in engineer- 
ing and construction processes through innovation. 

The incremental improvement and maintenance functions are achieved through 
process improvement and control. In every engineering and construction organiza- 
tion, there are processes by which all work is accomplished. Each phase of the con- 
struction process, from conceptual design to project close out, is itself a process. 
Similarly, there are innumerable processes that together make up the construction 
process. 
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Verify the results Implement the plan The PDCA Cycle. 
of the plan. on a small scale. Source: CII Source Document No. 51. 

Through the use of flow diagrams every process can be broken down into stages 
where work flows in, changes state, and moves on to the next stage. Within each 
stage input changes to output and, through continual improvement, the methods and 
procedures directing the change of state can be continually improved to better sat- 
isfy the customer at the next stage. Those in each stage work closely with both their 
supplier (preceding stage) and their customer (following stage) to optimize the work 
process. As a team, those in all the stages work together to achieve a quality level to 
satisfy the customer. 

Deming's Plan-Do-Check-Act (PDCA) cycle, see Figure 14-2, symbolizes a 
problem analysis process for narrowing the gap between customer needs and pres- 
ent performance. It is a systematic procedure for incrementally improving methods 
and procedures by focusing on the correction and prevention of defects. This is ac- 
complished by removing the root causes of problems and continuously establishing 
and revising standards. 

The PDCA cycle consists of four processes, occurring over time, that are contin- 
uously rotated. This cycle can be applied to all processes, and PDCA systems of in- 
dividual organizations and functions can be integrated and rotated together. The 
specific steps that are taken within each process are outlined in Figure 14-3. 

The eight steps of Figure 14-3 are executed continuously with two intended re- 
sults. First, to ensure continual incremental improvements in methods and proce- 
dures, and second, to ensure that the improvements already made are maintained. 
This dual purpose concept of the PDCA cycle is illustrated in Figure 14-4. 

The second primary function of management under TQM is to support, by re- 
search and development, the advancement of engineering and construction tech- 
nology and management techniques. Through innovation, major shifts in present 
levels of engineering and construction performance can be achieved. Once estab- 
lished, these new levels of performance must be maintained by the PDCA cycle in 
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FIGURE 14-4 
The Dual Purpose of the PDCA Cycle. 
Source: CII Source Document No. 51. 

order to prevent their deterioration. Without any effort toward stabilizing and 
upgrading the newly established system, its decline will be inevitable. The rela- 
tionship between incremental improvements, innovation, and maintenance is illus- 
trated in Figure 14-5. 

There is a strong relationship between the vitality of an industry and its research 
and development efforts. To remain competitive, the construction industry needs to 
make a concerted effort in research and development. Most of the research and de- 
velopment is sponsored by the federal government, as well as by materials and 
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Maintenance 

FIGURE 14-5 
The Two-Sided Effect of Continual 
Improvement. 
Source: CII Source Document No. 51. 

equipment manufacturers. In general, private engineering and design firms dedicate 
virtually none of their revenues to research and development. 

MANAGEMENT COMMITMENT 

TQM can only be successful under a senior management system that is honestly 
concerned with the long-term well-being of the company. It is a philosophy of do- 
ing business that fosters attitudes Sor improvements that permeate throughout an or- 
ganization. Top management must embrace these attitudes and incorporate them 
into the everyday operation of the company. This commitment must be coupled with 
a thorough understanding of TQM that enables members of senior management to 
lead their company in a quality revolution. Supported by this commitment and un- 
derstanding, senior management can personally establish new goals and directions 
for the company and then lead the management teams toward the attainment of 
those goals and directions. 

The first step for management is to recognize that there is a problem. The 85-15 
rule advocated by both Deming and Juran is that 85% of the problems in business 
today are caused by the system within which people work. 

The prominent method of management that is practiced today is management by 
control and not by participation. For example, top management may set goals to be 
achieved for the next year and then assign subordinates the responsibility of achiev- 
ing these goals by imposing controls on each of their subordinates. 
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FIGURE 14-6 
The Deming Chain Reaction. 
Source: CII Source Document No. 51. Also Reference No. 4. 

In construction terms, cost, schedule, and quality goals are established for each 
project. Project managers in both design and construction are rewarded on the basis 
of achieving these goals. Although this method has often been successful, there are 
problems associated with it when the work gets displaced by the controls them- 
selves. If the measurable controls are unattainable or impractical, individuals and 
groups tend to fabricate conformance. In other situations there may be contradic- 
tions between the controls of different departments, which can lead to accusations 
and adversarial relations. 

Management by control encourages an organization to look inward at its own 
structures, rather than outward at the world in which the customer operates. Once 
management realizes the presence of negative aspects in its current style of manage- 
ment, it can begin to understand how TQM can benefit the company. Deming illus- 
trates the benefits of TQM with a chain reaction sequence as shown in Figure 14-6. 

After management acknowledges that there is a problem, the next step for man- 
agement is to develop a clear understanding of the underlying principles and ele- 
ments that constitute TQM. Management can then demonstrate, through action, 
their commitment to quality. 

TRAINING 

Using the TQM concept, quality becomes everyone's responsibility, and the train- 
ing plan must be targeted for every level of the company. There should be cus- 
tomized training plans for management, engineers, technicians, home and field 
office staff, support personnel, and field labor. 

The training effort should include instruction in the basics of TQM: cause and ef- 
fect analysis, team problem solving, interpersonal communication and interaction, 
rudimentary statistical methods, and cost of quality measurement. An orientation to 
the basic concepts and procedures of TQM provides employees with the fundamen- 
tal knowledge that can be linked to the instruction of the more technical topics. The 
concepts and procedures of each of the quality experts are necessary in this orienta- 
tion, but they are not sufficient in themselves. The different approaches are interde- 
pendent and should be combined and tailored to fit the organization for which they 
are intended. 
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Skills in human interaction, leadership, and initiative are instrumental to the suc- 
cess of any quality improvement effort. The demands on the interpersonal skills that 
are required increase as the complexity and sophistication of the technical systems 
increase. These skills should be developed before, or at least in conjunction with, 
the development of the foundation skills of TQM. 

Quality managers can play an important role in the training effort and in trans- 
forming the culture of the organization. By leading the training effort, they can pro- 
vide support to the other parts of the organization and act as a catalyst for change. 
They should take the lead in demonstrating how TQM, through an obsession with 
quality, teamwork, and process control, can lead to dramatic improvements in qual- 
ity and productivity on projects. They should make certain that every individual in 
the company is aware of the improvement efforts within the company and of 
changes being made in other companies. They should assist in tracking the TQM 
implementation effort and ensuring a smooth transition. 

Training should not be limited to the technical issues and concepts, it must also 
address human behavioral issues. The greater the complexity of the technical re- 
quirements, the greater the need for communication, leadership, and other interper- 
sonal skills. 

For the most part, training should be carried out by the managers and peers of 
those being trained. Management personnel demonstrate their commitment to the 
training program through their active participation and support and use the training 
to teach the new organizational vision and values. Assistance from outside consul- 
tants should be limited. Training is a job requirement and everyone should be in- 
volved in the training effort, from executive management to newly hired personnel. 

The training effort should he tailored to the group to which it is being adminis- 
tered. The subject matter should be relevant to the particular job function of the 
group being trained, with examples and problems that have practical applications. 
Methods and techniques taught through the training effort should be applied to the 
job as quickly as possible. Immediate application of the newly acquired skills helps 
the team to retain the skills, because once a problem is solved in the field the en- 
thusiasm for the new methods will increase. 

Follow-up training is essential. The retraining of the work teams should be part 
of the overall training plan and a job requirement for each individual. 

TEAMWORK 

Quality teams provide companies with the structured environment that is necessary 
for the successful implementation and continuous application of the TQM process. 
Quality training is conducted and the continuous improvement process is executed 
through a well-planned team structure. The ultimate goal of the team approach is to 
get everyone, including vendors, subcontractors, and customers, involved with the 
TQM process. Teamwork is an effort led by management to more effectively utilize 
the vast resource potential of the labor force. 

The focal point of the quality team organization is a central advisory committee 
that is responsible for establishing the team structure and developing the policies 
and procedures for the implementation process and team formation. The advisory 
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committee oversees and directs the TQM process. Once the quality teams are es- 
tablished, the advisory committee continues to provide direction for maintaining the 
TQM process. The membership of the committee depends on the needs of the com- 
pany and is generally determined by the senior management supporting the TQM 
implementation. The initial training of the advisory committee is generally an ori- 
entation to the TQM concepts. They must develop an understanding of the basic 
TQM concepts and their benefits, learn how to adapt the present management phi- 
losophy to TQM concepts, and understand the policies and procedures used by the 
quality teams and their roles as policy makers. 

Supporting the advisory committee is an internal quality consultant, or depend- 
ing on the size of the organization, a group of quality consultants. The consultant is 
a resource to the whole organization; is responsible for assisting in establishing the 
TQM systems, developing training materials, and training team leaders; and acts as 
a liaison between levels of management and employees for the coordination of all 
activities for the teams. 

The consultant must have an extensive knowledge of TQM that has been devel- 
oped over a long period of time relative to the training effort for the other individu- 
als in the company. Generally, these consultants are industrial engineers or quality 
managers who have been educated in a university, at another company, or through 
their own initiative. Depending on the size of the organization, steering teams may 
be necessary at the department level to assist the advisory committee and the con- 
sultant group. 

The team meetings are chaired by a team leader who is usually a supervisor or 
manager. During the team meetings the leader is not in a role of authority, but rather 
in a role of a discussion moderator that facilitates the problem solving process. To 
be effective, they must possess certain skills that are quite different from the tradi- 
tional style of being a boss. The training for the team leaders includes communica- 
tion skills, group dynamics, statistical methods, presentation skills, problem solving 
methods, and group leadership skills. The leaders are key persons to the teams just 
as the quality consultants are key persons to the TQM movement. 

The membership of the quality team is voluntary and ranges from 3 to 15 per- 
sons, with an average of about 8. The team members work together to continuously 
study their particular work process, to identify and solve work-related problems. 
The team identifies factors contributing to the problem and prioritizes them in order 
of importance. Once this is completed the team determines a specific goal for 
improvement. 

After selecting an area for improvement, the team identifies and verifies the 
causes of the problems and then develops solutions to the most significant root 
causes of the problem. The solutions are then implemented, their effectiveness is 
checked, and any necessary modifications are made. Steps are then taken to ensure 
that any recurrence of the problem is prevented and the result is standardized. Fi- 
nally, as a follow-up measure, the effectiveness of the new standard is continuously 
tracked and the team begins to look for ways to improve the improvement. 

Usually, the teams meet for approximately one hour a week during working 
hours, to demonstrate management's support and commitment. As time passes, the 
team meetings should be accepted as a normal part of the job requirements. Initially, 
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the meeting agenda is divided equally between training and the improvement 
process. The members are trained in planning and controlling projects, brainstorm- 
ing, flow charting, graphing, statistics, promotional and public relations, presenta- 
tion techniques, and costhenefit analysis. 

STATISTICAL METHODS 

Statistical methods provide essential problem solving tools to the TQM process. 
They provide teams with the tools to identify and separate the causes of quality 
problems by communicating them in a precise language that can be understood by 
all the team members. They verify, repeat, and reproduce measurements that are 
based on data, rather than relying on opinions and preferences of individuals or 
groups. Statistical methods determine the past, present, and, to a lesser degree, the 
future status of a work process. 

The most commonly used statistical methods in the TQM problem solving pro- 
cess are known as statistical tools. The following paragraphs are a brief description 
of some of the tools. Illustrative examples of each tool are shown in Figure 14-7. 

Data obtained from work processes can be defined in terms of a distribution 
about a certain value. The histogram is a type of bar chart that illustrates the distri- 
bution pattern of measured or counted data (see Figure 14-7a). The primary func- 
tion of the histogram is to identify problems by analyzing the shape of the 
distribution, its central tendency, and the nature of the dispersion. 

The cause-and-effect diagram, sometimes called a fishbone diagram, is used to 
graphically analyze the characteristics of a process (see Figure 14-7b). It is a tool for 
systematic analysis of effects and the causes that create or contribute to those ef- 
fects. The effects can be either problems that are to be corrected or the desired re- 
sults to be achieved when a problem has been solved. It helps to identify the root 
causes of problems and determine cause-and-effect relationships. 

The purpose of a check sheet is to provide a method of efficiently recording data 
in a way that makes it easy to obtain and use (see Figure 14-7c). Check sheets are 
used to determine how often an event occurs over a designated period of time. Data 
are collected and tabulated on the check sheet during the routine checking of the 
process. Although the purpose of a check sheet is to track data, not to analyze data, 
check sheets often help to indicate what the problem is. 

Pareto diagrams illustrate the relative importance of problems, conditions, or 
their causes (see Figure 14-7d). Named for Vilfredo Pareto, a 19th century econo- 
mist who worked with income and other unequal distributions, a Pareto analysis is 
designed to identify inequalities. The diagram assists the team in separating the "vi- 
tal few" from the "trivial many," enabling a person to select the areas that should be 
addressed first. The basic concept behind a Pareto analysis involves the ranking of 
data in descending order. The diagram may be used with or without a cumulative 
curve. The cumulative curve represents the percentage sum of the vertical bars in 
the Pareto diagram. 

Flow charts are used to show the inputs, activities, decision points, and outputs 
for a given process. Arrows are used to interconnect the activities to be completed 
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and the decisions to be made (see Figure 14-7e). A flow chart can be constructed to 
show the exchange of information in the design effort to identify areas of potential 
miscommunication. Flow charts can also be used by groups to methodically iden- 
tify the steps in the problem solving process. 

Control charts are used to detect abnormal trends that occur outside of the nor- 
mal limits of variability (see Figure 14-7fl. The chart is a basic line graph with the 
addition of three control lines at the center, top, and bottom levels. The center line 
is either the average daily value (X) or the daily range (R), the top line is the upper 
control limit (UCL), and the bottom line is the lower control limit (LCL). The data 
are plotted as a line graph and the trends and situations are analyzed. 

Scatter diagrams are point plots of two variables of corresponding data (see Fig- 
ure 14-7g). Any relationship between the variables is illustrated by the distribution 
of the points. 

Force-field analysis can be used to identify those forces that both help and hln- 
der an organization or group from where it is to where it wants to be. Developed by 
the organizational researcher Kurt Lewin, a force-field analysis is usually per- 
formed by a group that is working on a particular problem. A line is drawn down the 
center of a flip chart to represent the "as-is" situation (what currently exists). At the 
right-hand edge of the sheet, a second vertical line is drawn parallel to the first rep- 
resenting the situation as it should be, that is, the desired state. Using one or more 
of the tools for collecting and generating information, the group identifies and lists 
the helping forces to the left of the center line and the hindering forces to the right 
of the center line. The forces are often shown as arrows (see Figure 14-7h). Once 
the analysis is complete the group can use the information to generate potential so- 
lutions that will increase the number or strength of helping forces andlor decrease 
the number or strength of hindering forces. 

COST OF QUALITY 

The cost of quality is considered by both Crosby and Juran as the primary quality 
measurement tool. In their approaches it is used to track the effectiveness of the 
TQM process, to select quality improvement projects, and to provide cost justifica- 
tion to anyone doubting the TQM process. By bringing together the easily assem- 
bled costs of review, inspection, testing, scrap, and rework, one can demonstrate an 
accumulation of expenses to convince management and others of the need for 
TQM. 

Quality costs are broken down into two categories: the cost of prevention and ap- 
praisal and the cost of failure. The breakdown of these costs is show below: 

Quality costs = Control costs + Failure costs 

Control costs = Prevention costs + Appraisal costs 

Failure costs = Internal failure costs + External failure costs 

In terms of construction, the prevention costs are the costs resulting from quality 
activities employed to avoid deviations. The appraisal costs consist of costs incurred 
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from quality activities employed to determine whether a product, process, or ser- 
vice conforms to established requirements. The failure costs are the costs resulting 
from not meeting the requirements. Internal failure costs are the costs incurred on 
the project site due to scrap, rework, failure analysis, reinspection, supplier error, or 
price reduction due to nonconformance. External failure costs are costs that are in- 
curred once the project is in the hands of the client. These include costs for adjust- 
ments of complaints, repairs, handling and replacement of rejected material, 
workmanship, correction of errors, and litigation costs. 

Cost of quality has received increasing attention in recent years. It is effective in 
its intended purpose of raising awareness about quality, identifying improvement 
opportunities, and communicating to management, in terms of dollars, the benefits 
of TQM. The cost of quality is only one element of the TQM process. 

Related to quality, Deming addresses invisible amounts as "unknown and un- 
knowable" and stresses that management must take them into consideration if a 
company is to remain successful. Examples of unknown and unknowable benefits 
include the return of business of a happy customer and the lost business of an un- 
happy customer. Also included is the improved productivity of a satisfied employee 
and the lost productivity of a dissatisfied employee. 

SUPPLIER INVOLVEMENT 

The concept of continually improving work processes is one of the fundamental 
principles of TQM. The ability to produce a quality product depends largely on the 
relationships between the parties involved in the process: the supplier, the proces- 
sor, and the customer. The quality of any process downstream is dependent upon the 
quality of the process upstream. This concept applies to both internal and external 
customers. The quality of the project built by the constructor is directly related to 
the quality of the plans and specifications of the designer, the quality of the materi- 
als and equipment supplied by the vendors, and the quality of the work performed 
by the subcontractors. Close and long-tenn relationships with the suppliers to the 
construction process are required if the contractor is to achieve the best economy 
and quality. 

Traditionally, in the construction industry, contractors, subcontractors, and ven- 
dors are all pitted against one another to compete on the basis of low bid contracts. 
The fourth point of Deming's 14 points stresses that companies should end the prac- 
tice of awarding business on the basis of a price tag alone. 

Successful projects in the future will be decided on the basis of quality (life-time 
cost of the product and not the initial cost) and supplier responsiveness, which can 
only be achieved through partnership relationships. These relationships will involve 
fewer suppliers and they will be based on mutual trust. 

The new responsibility of procurement managers will be to continuously work 
on improvement issues in their relationships with their suppliers. Some of these im- 
provement issues include improving how purchase orders are placed and improving 
the quality of information provided to contractors, subcontractors, and vendors. 
Other improvement issues include establishing better materials management 
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systems and improving the understanding of the contractor's, subcontractor's, and 
vendor's internal requirements. 

The benefits of these efforts will show in simplified paperwork and the account- 
ing procedures, reduced uncertainty stemming from working with different suppli- 
ers from project t'o project, and improved methods and procedures through team 
effort with the suppliers. 

CUSTOMER SERVICE 

TQM is a process that requires universal involvement to be successful. This in- 
cludes the involvement of the client. As more and more companies adopt the TQM 
process and demand for improved quality increases, this concept will become in- 
creasingly important. 

Customer satisfaction is achieved by extending the TQM concept to the customer 
in the form of joint teams. These joint teams are responsible for establishing joint 
goals, plans, and controls. The teams provide a mechanism for listening to and com- 
municating with the customer and for measuring the level of customer satisfaction. 
The organizational machinery, methods, and tools needed for establishing these 
joint teams are quite similar to those used for internal customers. The only two road- 
blocks to establishing joint teams are the state of legal independence between com- 
panies and their traditional methods of working together. 

IMPLEMENTATION 

For many companies TQM is a significant shift away from the standards of man- 
agement practiced in the past. The task of bringing about that revolutionary change 
throughout an entire organization is a tremendous undertaking that requires the pa- 
tient support and leadership of management. Just deciding where to begin can be the 
most difficult step in the implementation process. Although there are no standard 
procedures for implementing quality improvement, there are some steps that are 
common to companies that have successfully implemented TQM. These steps for 
implementation are similar to the four stages of the PDCA cycle: 

1 Preparation and planning 
2 Implementation of the plan 
3 Measuring and verifying the implementation 
4 Evaluating the results and continuing onto the next preparation and planning 

stage 

Senior management should first make itself familiar with the concepts, tools, and 
methods of TQM. This can be accomplished by visiting companies that have suc- 
cessfully implemented TQM, watching training (video) tapes, attending seminars, 
and reading books developed by quality experts. Numerous articles have been pub- 
lished on quality management. All these sources are effective in introducing senior 
management to TQM and assisting them in developing a new guiding philosophy 
for the company. 
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As senior management becomes familiar with TQM it should begin to assemble 
the quality supporting structure for implementing TQM on some selected pilot proj- 
ects. The quality support strncture consists of an advisory committee comprised of 
leaders from different areas and levels of the company, a quality consultant group 
comprised of quality managers versed in TQM, and steering teams at the depart- 
ment level for directing the implementation effort into the departments. 

The advisory committee, together with the assistance of the quality management 
consultants, should then begin formulating the quality approach they want to apply 
to the company. The formulation of a "customized" quality approach is important to 
the success of the implementation effort. Management should not simply purchase 
a "program" and blindly apply it to the company. The concepts from all the avail- 
able approaches are valuable, but some companies have difficulty implementing 
them into their owner operation. They should work to tailor an approach that best 
suits the culture and requirements of their particular company. This can be accom- 
plished by either adapting a program that is provided by one of the quality experts 
or by studying all the different concepts and developing a customized approach that 
best suits the needs of the company. 

As the new approach is formed and the advisory group's understanding of TQM 
increases, the advisory group can begin working on a detailed plan for implement- 
ing the TQM process throughout the company. This involves the preparation of a 
new and carefully worded company mission statement, vision statement, and a qual- 
ity policy exemplifying the commitment of management to quality. At this time, the 
advisory group determines the funding arrangements for team training and activi- 
ties. Annual and mid-term (5-7 years) goals for the TQM process should be devel- 
oped. Publicizing and promoting the TQM process and educating every employee 
about the approach and its progress should be included. Methods and procedures for 
recognizing team success stories should also be included. 

The implementation process should begin with carefully selected pilot projects 
and, as the momentum of the process increases, the effort should be extended to the 
rest of the company. Included in the implementation plan should be control points 
and measures of the implementation effort, to track its effectiveness and make any 
necessary improvements. 

The next step is the announcement to the employees of management's commit- 
ment to implementing TQM, the reasons for the decision, and the future benefits. 
This is followed by the formation of steering teams at the department level for di- 
recting quality improvement efforts in each of the departments of the company. The 
quality consultant group provides assistance to the steering teams to extend the 
TQM process into the quality teams within the departments. 

Training is carried out as the quality teams develop and is applied to real prob- 
lems as soon as possible. The team structure is also used to communicate the new 
company quality policies and goals, throughout the organization, to unify the im- 
provement efforts. As the implementation effort establishes momentum, the success 
stories from the pilot projects are used to sell TQM to the rest of the company. 

The implementation effort is a carefully planned and tightly controlled process. 
As the process develops, the effectiveness should be compared against measures at 
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the control points that were established at the preparation and planning stage. These 
measures should be carefully monitored and their conformance to the initial plan 
should be verified. Any deviations from the established plan should be  investigated 
and removed through the PDCA problem solving process. 

REFERENCES 

1 Burati, J. L., Total Quality Management: The Competitive Edge, Publication No. 10-4, 
Construction Industiy Institute, Austin, TX, April 1990. 

2 Burati, J. L. and Farrington, J. L., Costs of Quality Deviations in Design and Construc- 
tion, Source Document No. 29, Construction Industry Institute, Austin, TX, August 
1987. 

3 Crosby, P. B., Quality is Free, McGraw-Hill, Inc., New York, 1979. 
4 Deming, W. E., Out of the Crisis, Massachusetts Institute of Technology Press, Cam- 

bridge, MA, 1986. 
5 Garvin, D. A., "Quality on the Line," Harvard Business Review, Cambridge, MA, Octo- 

ber 1983. 
6 Juran, J. M., Juran on Leadershipfor Qualify, Mxacmillan, Inc., New York, 1989. 
7 Juran, J. M., Juran on Planning for Quality, Macmillan, Inc., New York, 1988. 
8 Matthews, M. F. and Burati, J. L., Quality Management Organizations and Techniques, 

Source Document No. 51, Construction Industry Institute, Austin, TX, August 1989. 
9 Paulson, B. C., "Competitiveness in Construction," Impact of International Competi- 

tiveness on Construction Technology, ASCE, Reston, VA, May 1988. 
10 Peters, T. J., Thriving on Chaos, Harper & Row Publishing Co., New York, 1987. 
11 Scherkenbach, W. W., The Deming Route to Quality and Productivity, CEE Press Books, 

Washington, D.C., 1988. 
12 Sidwell, A. C., Van Metzinger, W. A., and Tucker, R. L., Jupanese, Korean, and U.S. 

Construction Industries, Source Document No. 37, Construction Industry Institute, 
Austin, TX, July 1988. 

13 Taturn, C. B., "Winning with Advanced Construction Technology," Impact oflnterna- 
tional Competitiveness on Construction Echnologq: ASCE, Reston, VA, May 1988. 

14 Tucker, R. L., "The Role of Civil Engineering Research," Journal of Professional Issues 
in Engineering ASCE, Reston, VA, July 1988. 

15 Vorba, L. L. and Oberlender, G. D., "A Methodology for Quality Design," Project Man- 
agement Symposium, Project Management Institute, Newtown Square, PA, October 
1991. 



EXAMPLE PROJECT 

STATEMENT OF WORK 

This example project is an actual project that has been reduced in size and simplified for il- 
lustrative purposes. The management of this type of project is discussed in the previous 
chapters of this book. Chapter 3 presented a discussion of the owner's study, including the 
needs assessment and project objectives. A discussion of project budgeting based on square 
foot estimating is presented in Chapter 5. The work breakdown structure and development 
of the project work plan (Chapter 6), a discussion of project scheduling (Chapter 8), and 
project tracking (Chapter 9) presented pertinent information for this project. 

The project is a service facility that consists of an industrial building (Building A) for 
servicing equipment and vehicles and an employee's administrative office building (Build- 
ing B) for management of the operation of the service facility. A warehouse building (Build- 
ing C) is proposed as a future addition to the project, but is not initially included in the 
project scope due to constraints in the owner's budget. Site-work consists of grading, 
drainage, and all on-site utilities that are required for operation of the service facility. The 
project is located on 100 acres of land. Figure A-1 is a site plan that shows the layout of 
buildings, driveways, and parking areas. 

The scope of work includes engineering, procurement, and construction for the site-work 
and two buildings. A soil investigation, legal boundary survey, and contour map is provided 
by the owner. Figure A-2 shows the contour map. Special procurement includes the overhead 
crane for Building A and the elevator conveying system for Building B. The maintenance 
building has a 40-foot clear ceiling height, with a 20-ton overhead crane. The owner antici- 
pates 45 employees will be using the building during a day shift and plans expansion of work 
to include a night shift at a future date. A small office area and a shop with machining equip- 
ment is to be located in the maintenance building. A wash-down area is to be provided for 
washing and servicing of truck vehicles. 
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The employee's office building is a two-story structure that will be used by 70 employees 
who will be involved in clerical work. Aconference room, tnining facilities, computer work 
stations, and small cafeteria are to be included in the building. 

All sealed surface paving and parking areas are to be constructed with portland cement 
concrete. The layout for the crushed aggregate paving area, for storage of major equipment 
and materials, is shown on the site plan. 

The owner's feasibility study involved a needs assessment to produce the project budget 
that is shown in Figure A-3. Acquisition of land and permits are completed by the owner. An- 
ticipated design fees are included in the total project budget. The owner's required time of 
completion of the project is 17 months, including engineering, procurement, and construction. 

DEVELOPMENT OF PROJECT WORK PLAN 

The responsibility of the project manager is to develop a comprehensive work plan to guide 
all aspects of the project. The first step in the process is a detailed review of the two sets of 
project data: the owner's study that developed the statement of work, budget, and schedule 
for the project; and the proposal that was approved to issue the contract to the project man- 
ager's organization. Ideally, the project manager and key members of his or her project team 
would have been involved in the development of both of these sets of project data; however, 
many project managers are assigned the responsibility of managing a project in which they 
have had no prior involvement. 

Chapter 6 presents a discussion of the items to be reviewed by the project manager at the 
start of a project. A thorough review must be performed so the project manager has a clear 
understanding of the work that must be accomplished. In particular. the project budget must 
be evaluated to ensure it is realistic, and the project schedule must he evaluated to ensure it 
is reasonably attainable. 

After the project manager's initial review, he or she develops a work breakdown structure 
(WBS) in sufficient detail to identify major areas of work to be performed. The purpose of 
this initial development of the WBS is to define the required disciplines for selection of pmj- 
ect team members. The project manager must work with the managers of the different disci- 
plines to staff the project based upon available resources from the organizational breakdown 
structure (OBS). For this example project, the design work for Building B is to be assigned 
to an outside design organization because the building requires architectural expertise that is 
not available in the project manager's organization and the time constraints that would be 
placed on in-house personnel to accomplish the work. 

Figure A-4 shows the WBS for the project, which indicates the tasks to be performed, the 
grouping of the tasks, and the person responsible for each part of the project. Each project team 
member is responsible for development of a work package for the work that he or she is to per- 
form. The format for the contents of a work package is shown in Figure A-5. The total cost of 
the project is derived from the sum of the costs of the work packages from all team members. 

As discussed in Chapter 8, a project schedule (CPM) is developed by the project manager 
in cooperation with the team members based upon an integration of the schedule of the work 
packages (reference Figure A-6). The project manager works with the team members to de- 
velop a coding system for the project to sort and report project reports. The coding system 
for the example project is shown in Figure A-7. 

A complete listing of all computer input data for the project is shown in Figure A-8. The 
information that is contained in Figure A-8 is the only project data that are used to generate 
all the reports, (A-9 through A-14). that are shown in the remainder of this appendix. These 
reports are illustrative examples of typical project reports. The title at the top of each report 
identifies the contents of the report. 
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FIGURE A 9  
Approved EPC Project Budget. 

Facility Budget 

Site-Work.. . . . . . . . . . . . . . . . . . . . . . .  $522,400 
Grading 
Paving 
LandSCa~e 

On-Site Utilities . . . . . . . . . . . . . . . . . . .  $1 73,700 
Stormwater 
Sanitary Sewer 
Domestic Water 
Underground Electrical 
Natural Gas 

Maintenance Building A . . . . . . . . . . .  .$1,083,600 
Architectural 
Structural 
Electrical 
Plumbing 
Heat & Air 

Maintenance Building B . . . . . . . . . . .  .$I ,097,100 
Architectural 
Structural 
Electrical 
Plumbing 
Heat &Air 

Project Management . . . . . . . . . . . . . .  $19,350 
Clerical 

. . . . . . . . . . . . . . . . . . . . .  Procurement $1 57,000 
Crane 
Elevators 
Construction Bids 

Total Directs = $3,053,150 

Contingency . . . . . . . . . . . . . . . . . . . . .  $1 50,000 

Total Approved Budget = $3,203,150 
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FIGURE A-4 
Work Breakdown Structure for Service Facility Project. 
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FIGURE A-5 
Team Member's Work Package. 

WORK PACKAGE 

Title: 

WBS Code: 

1. Scope 

Required Scope of Work: 

Services not included in this Work Package, but included in another work package: 

Services not included in this Work Package, but will be performed by: 

2. Budget CBS 
Work- Code Computer Services 

Personnel Assigned to Job Hours $-Cost Acct Type Hours $-Cost 

Total Work-Hours = Personnel Costs = $ 
Computer Hours = Computer Costs = $ 

Travel Reproduction Other 
Expenses Expenses Expenses 

Total Budget = S-Labor + $-Computer + $-Travel t $-Other = $ - 

3. Schedule 

OB S 
Code Work Task Responsible Person Start Date End Date 
- -- 
- -- 
- -- 

Work Package: Start Date:- End Date: 

Additional Comments: 

Prepared by: Date: 

Approved by: Dare: 
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FIGURE A-6A 
CPM Diagram for EPC S e ~ i c e  Facility Project (continued on next page). 
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FIGURE A-6B 
CPM Diagram for EPC Service Facility Project (continued from previous page). 



FIGURE A-7 
Coding System for EPC Service Facility Project. 

Code Number X X X X 

1 1 L 7 L - -  
Digit 1 - Roject Phases Digil2 -Facilities Digit 3 -Disciplines 

0 Unassigned 0 Unassigned 0 Unassigned 
1 In-House Engineering 1 Grading/Subbase 1 Architectural 
2 Contract Design 2 Concrete Paving 2 Civil 
3 Vendor Procurement 3 Aggregate Parking 3 Structural 
4 Contract Procurement 4 Stormwater Sewer 4 Mechanical 
5 Site-Work Construction 5 Sanitay Sewer 5 Electrical 
6 Office Building 6 Underground Utilities 6 Landscape 
7 Industrial Building 7 Building A 7 Project Engineering 
8 Unavsigned 8 Building B 8 Unassigned 
9 Unassigned 9 Landscape 9 Unassigned 

1 
Digit 4 - Team Members 

0 Unassigned 
1 Tim Jones 
2 Dan Mitchell 
3 Ron Thomas 
4 Fred Lewis 
5 Kathy Diehl 
6 Roy Hall 
7 Jim Daniel 
8 Unassigned 
9 Unassigned 

\ 2 
V 

2 L 
Y 

WBS OBS 
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FIGURE A-8A 
Computer Input Data for Generation of Project Reports That Are Shown on the Following Pages 
in This Appendix (continued on next page). 

....................... 
" Input Detalls * *  
+,+....********** *+* * * *  

PROJECT NAME: SERVICE MAINTENRNCE FACILITY 
ACTIVITY ASSIGNED 
NUMBER CODE DESCRIPTION DURATION COST START 

PROJECT NOTICE APPROVAL 
DEVELOP WORK PLKN 
FORM PROJECT TEAX 
3ESIGN CONTRACTOR'S WORK 
IN-HOUSE DESIGN WORK 
DESIGN BRIEFING MEETING 
PROJECT SITE-WORK DESIGN 
ON-SITE UTILITIES DESIGN 
AIE DESIGN BUILDING A 
FXOR PLAN BUII.T)ING R 
SITE GRADTNC PT.AN - 

STOWI-WATEX DESIGN - ~ - - ~  

FUXR PLAN BUILDING A 
FOUNDISTRUCT BUILDING B 
ARCH FINISHES BUILDING B 
MECHjELECT RUTLDING B 
SUBBASE DESIGN PLAN 
SANITARY SEWER DESIGN 

MECHfELECT BUILDING A 
SPECIAL OVERHEAD CKmE 
CONTRACT DESIGN COMPLETE 
rONTRACT PAVING PAEKINGIWALKS 
UNDERGROUND ELETTRTCAL 
UNDERGROUND TELEPHONE SYSTEM 
BUILDING A DESIGN REVIEW 
AGlREGATE SUhFACIPjG DESIGN 
UTILITIES DESIGN REVIEW 
FEhCINC/L>NDSCAFE/IRRIGA'1ION 
SITE-WORK DEFTGA REVIEW 
PROJECT DESIGN COMPLETE 
PROCURE BUILUlNG ELEVATORS 
PROCURE CON'IIRACTOR'S BIDS 
PROCURE OVERHEAD "LAVE 
EXPLOYEES' OFFICE BUILDING B 
SITE-WORK1:ITILITTPS CONSTRUCTION 
IBDUSTRIAL/KXINIEUANCE BLOG A 
FO~mDISTRUCT BOILDING B 
SITEWORK/GR4DINGlD~lNAGE 
FO'JNDISTRTJCT BUILDING A 
PLMRTNG. BEAT, h AIX BLDG B 
ELECTXICALIPHONE BUILOING 3 
STO.IMWATER/D.XAINAGE STRTJCTURES 
ELECTXICALIPHONE BUILDING A 
PLTJM3ING. HEAT h AIR BLDG A 
AZCH FINISHES 3UILDING B 
UN3ERGROIIND NATURAL GAS 
SANITARY SNYER SYSTEN 
CONCRETE PAVING ROADS & DRIVES 

~ ~~~- ----- - -~~ ~- 

CRUSIIED AAGGEGATE PAFXINC: 
MDSCAPE TRECS/PLANTSIGRASS 
FINAL TNSPECTION h APPROVAL 



FIGURE A-8B 
Computer Input Data for Generation of Project Reports That Are Shown on the Following Pages 
in   his ~ ~ ~ e n d i x  (continued from previous page). 

SEQUENCE ORDER 
.*.*..*..*..,,,*** 
I NODE JNODF 
........ ..------ 

5 1C 
10 15 
1 5  20 

PRUTECT START DATE : 5 / 2 6 / 2 0 0 3  
" NO HOLIDAYS REPORTR" FOR THE PROJECT **  

340 
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FIGURE A-9 
Schedule of All Activities for EPC of Service Facility Project. 

**,..*..*+***********'+**,** 
* *  ACTIVITY SCIEDULE * *  
**.**... %.*...***~.*....,,.* 

PROTECT: SERVICE MAINTENANCE FACILlrY 
SCHEDULE FOR ALL ACTIVITIES - ISSUED TO TIM JONES ON 4/15/2003 " PAGE 1 " 

ACTIVITY SCHEDULE 

ACTIVITY DESCRIPTION DURh- RARLY EARLY LATE LATE TOTAL FREE 
NUMBER TlON START FINISH START FINISH FLOAT FLOAT 

..+ f+ttt** . -~. .** . .*ttt . . . ."~~~~~~*.~. . .~~~*******. . .~. ,**~***.*****~+*.********+****,*+,* . ,** , . .~.** , . , , . . .+*. ,  

C 5 PROJECT NOTICE APPROVAL 3 26MAY2003 28MAY2003 26MAY2003 28MAY2003 0 0 
1 3 1 3 

C 10 DEVELOP WORK PLAN 7 29MAY2003 6SLW2003 29MAY2003 6~0~2003 0 0 
4 10 4 :0 

C 15 FORM PROJECT TEAM 5 9JUN2003 13JUN2003 9JUN2003 13JUN2003 0 0 
11 15 11 15 

20 DESIGN CONTRACTOR'S WORK 2 16JUN2003 17AIN2003 25JUN2003 26TON2003 1 0 
16 17 23 24 

C 25 IN-HOUSF: DESIGN WORK 3 16JUN2003 18iUN2003 16JUN2003 18IPJN2003 0 0 
16 18 16 18 

30 DESIGN BRIEFING MEETING 1 lRJlIN7.003 1831112003 27JUN2003 27JUN2003 7 0 
18 18 25 25 

35 PROJECT SITE-WORK DESIGN 1 19JbN2003 19JUN2003 25JUN2003 25JUN2003 4 0 
19 19 23 23 

40 ON-SITE UTILITIES DESIGN 1 19JUN2033 19JUN2003 7AUG7003 7AUG2003 35 0 
19 IS 54 54 

C 45 AIE DESIGN BUILDING A 1 19JLTN2003 19JUN2003 19JUN2003 19JUN2003 0 0 
19 19 19 19 

50 FLOOR PLAN BUILDING B 10 1STUN2003 2JLTL2003 30JUN20C3 llJUL2003 7 3 
19 28 26 3 5 

55 SITE GRADING PLAN 12 20JUN2003 7JUL2003 26JUN2003 11JUT~2003 4 0 
20 31 24 3 5 

60 STORM-WATER DESIGN 10 20J.7N2003 3JUL2003 8AUG2003 21AUG2003 35 0 
2 0 29 55 64 

C 65 FLOOR PLAN BUILDING A 15 ?0.NN2003 lOJUL2003 2OJLTN2003 10JUL2003 0 0 
20 34 20 34 

70 POUND/STRUCT BUILDING B 45 3JUL2003 3SEF2003 22JUL2003 22SEP2003 13 0 
29 73 42 86 

75 ARCH FINISllES BUILDING B 30 3JUL2003 13AUG2D03 12AUG2003 22SEP2003 28 15 

MECfIlELECT BUILDING R 

SANITARY SEWER DESIGN 

SUBBASE DESIGN PLAN 

FOUNDISTRUCT BUILDIXG A 

CONCRETE PAVING ROADS 

NATURnL GAS SYSTEM 

DOMESTIC WATER SYSTEM 

UNDERGROUND TELEPHONE SYSTEM 

UNDERGROUND ELECTRICAL 

CONCRETE PAVING PARKING/WALKS 

UTILITIES DESIGN RWIEW 

MECH/ELECT BUILDING A 

SPECIAL OVERHEAD CRANE 

AMiRFGATE SURFACING DESIGN 
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FIGURE A-9 (Continued) 
Schedule of Ail Activities for EPC of Service Facility Project. 

PRWECT: SERVICE MAINTENANCE FACILIW 
SCREDULE FOR ALL ACTIVITIES - ISSUED TO TIM JONES ON 4/15/2003 **  PAGE 2 "" 

ICTIVIW SCHEDULE 

ACTIVITY DESCRIPTION 
W B E R  

DURA EARLY EARLY LATE LATE TOTAL FREE 

TION START FINISH START FINISH FLOAT FLOAT 

"~...f*.*. .ff .ff*t**f***t*f. .**.*****+** 

3ZSIGN REVIEW BlllLDING 3 10 

PROCURE BUILDING ELEVATORS 2 5 

FENCINGILANDSCA?E/IRRIGATION 14 

PROCURE OVERHEAD CRANES 40 

CONTRACT DESIGN COMPLETE 1 

SITE-WORK DESIGN KEVIEW 5 

BUILDING A DESIGN REVIEW 3 

PROJECT DESIGN COMPLETE 

PROCrjRE CONTRACTORS' BIDS 20 

EMPLOYEE'S OFFICE BUILDIKG B 3 

SITE-WORKIUTILITIES CONSTRUCTION 4 

INDUS?RIALIMXINTENANCE BLDG A 2 

FOUN/STRUCT BUILDING A 110 

FOUNDfSTRUCT BUILDING B 45 

SITE-WORK/CMDING/DRATNAGB 18 

STORMWATER/DRRINAGE STBUCTmES 15 

UNDERGPOUWD NATUFAL GAB 5 

SANITARY SFWER SYSTEM 21 

CONCRETE PAVING ROADS & 3RIVES 60 

PLUMBING, HEAT, & AIR BLDG B 75 

ELECTRICAL/PHONZ BUILDING B 6 0  

DOMESTIC WATER SYSTEM 7 

UNDERGROUXD ELECT 6- PHONE 14 

CONCRETE PARKING AND WXLK'NAYS 15 

ELECTRICAL/PBONE BUILDING A 65 

PLUMBING. HEAT, & ATR u1.m A 85 

CRUSHED AGGReGATE PARKING 40 

ARCH FINISHES BUILDING B 50 

LANDSCAPE TREES/Pl,ANTS/GRASS 20 

ARCH FINISHES BUILDING A 3 0 

FINAL INSPECTION & APPROVAL 3 
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FIGURE A-10 
Monthly Distribution of Costs for All Activities of EPC Service Facility Project. 

PRDJECP: SERVICE MiillUTPNILNCE FACILITY 
SCHEDULE FOR ALL ACTPJITIES - ISSUED M TIM JONES ON 4/15/2003 
START DATE: 26 WAY 2003 FINISH DATE: 22 SEP 2004 

HONTXLY COST SCHEDULE 
- Fvr a11 activirles - 

I W L Y  START I LRTB START 1 =-GET SCHEDULE I 
1 110. MONTH Y E * R  I ......................................................................................................... 1 
I 1 COSTJMON CWdIIITIYE I COSTIMON CUMlLATTW T COST/NON CVMJLRTIYE %TIME %COST I 
I COST I C N T  1 COST I 
................................................................................................................................. 

SEP 2003 

OCT 2003 

NOV 2003 

DEC 2001 

ITAN 2004 

PEB 2004 

MIR 2004 

APR 2004 

MAY 2004 

J-W 2004 

JUL 2001 

: 17 SEP 2004 : $ 79333 .  5 3051150. : $ 187231. S 3053150. : 5 133283. S 3053150. 100.0'6 IOO.OP : 
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FIGURE A-11 
S-Curve for Design Activities Only (Sort by Code Digit 1 Greater Than 0 and Less Than 3). ............................. .' CCIWJLATI\rE COST C'JRVF '* ............................. 

PROJECT: MAINTENANCE SilRVICE FACILITY 
S - N R V E  FOR ALL DESlOll ACTIVITIES - TSSUBD TO TTM JOKES O N  4 ,15 /2003  

BASIS : EARLY START - ~ a r  32 a c r i v i ~ i e s  - PAGE l 

. . . . . . .  . . . . . . . . . . . .  / .  . : : * I " "  $ 43000 .  + . . . . . . . . . . .  

0 . i  . . . . * . . . . * . . . . * . . . . + . . . . + . . . . * . . . . * . . . .  t . .  + 0 . 0 %  
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FIGURE A-12 
Daily Distribution of Costs for Design Work Only (Sort by Code Digit 1 Greater Than 0 and Less 
Than 3). 

**,~..***.,*+*.**~**+*****.**,++ 
* -  COST EVERY DAY HISTOGRAM .. 
~ ~ , ~ ~ ~ * ~ . ~ , * * * . * * ~ ~ * . * * + * . * * * * ' .  

PRELJECT: SERVICE MAINTCNANCE FACILITY 
DISTRIBUTIOU OF COSTS FOR ALL DESIGN ACTIxlI?IES - ISSUED TO TIM JCNiS 09 4/15/2003 

PAGE 1 
BASIS : EARLY SThRT - for 32 ~cCiuit~e8 



.................... 
- *  BAR CHART " 
* * * * * * * * * * * * * ~ ~ * ~ * * *  

PROJECT: SERVICE MAINTENANCE FACILITY " PAGE 1.1 '* 
SCHEDULE FOR ALL WORK OF TEAM MEKBER RON THOMAS - ISSUED 4/15/2003 BAR CHART 

1 10 20 30 40 50 60 70 80 90 
ACTLVITY DESCRIPTION DURATION 26MAY2003 6JUN2003 20JUN2003 4JUL2003 18JUL2003 1AUG2003 15AUG2003 29Aug2003 12SEP2003 26SEP2003 

+ . . . . . . . . .+. . . . . . . . .+. . . . . . . . .* . . . . . . . . .+. . . . . . . . .+. . . . . . . . .* . . . . . . . . .* . . . . . . . . .  t . . . . . . . . .  * 
C 25 IN-HOUSE DESIGN WORK 3 XXX 

. . . . . . . . . . . . . . . . . . .  
35 PROJECT SITE-WORK DESIGN 1 X 

. . . . . . . . . . . . . . . . . . .  
55 SITE GRADING PLAN 12 XXXXXXXXXXXX 

. . . . . . . . . . . . . . . . . . .  
85 SUBBASE DESIGN PLAN 5 XXXXX 

. . . . . . . . . . . . . . . . . . .  
105 CONCRETE PAVING ROADS 20 XXXXXXXXXXXXXXXXxXXX 

. . . . . . . . . . . . . . . . . . .  
135 CONCRETE PAVING PARKING/WALKS 10 XXXXXXXXXX 

. . . . . . . . . . . . . . . . . . .  
155 AGGREGATE SURFACING DESIGN 8 XXXXXXXX 

. . . . . . . . . . . . . . . . . . .  
165 FENCING/LANDSCAPEIIRRIGATION 14 XXXXXXXXXXXXXX 

. . . . . . . . . . . . . . . . . . .  
I . . . .  . . . . .+. . . . . . . . .+. . . . . . . . .+. . . . . . . . .+. . . . . . . . .+. . . . . . . . .+. . . . . . . . .+. . . . . . . . .+. . . . . . . . .  + 

WORK DAYS 1 10 20 30 40 50 60 70 80 90 
CALENDAR DATES 26MAY2003 6JUN2003 20JUN2003 4JLlI.2003 18JUL2003 1AUG2003 15AUG2003 29AUG2003 12SEP2003 26SEP2003 

FIGURE A-13 
Bar Chart for All Work of Team Member Ron Thomas (Sort by Code Digit 4 Equal to 3). 
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LIST OF EJCDC CONTRACT 
DOCUMENTS 

Documents, Forms, Commentaries and other publications of 
The Engineers Joint Contract Documents Committee: 

American Consulting Engineers Council 
American Society of Civil Engineers 

National Society of Professional Engineers 

Publication Title 

Standard Form of Agreement Between Owner and Engineer for Professional 
Services 

Standard Form of Agreement Between Owner and Engineer for Professional 
Sewices Funding Agency Edition 

Standard Form of Letter Agreement Between Owner and Engineer for Professional 
Services 

Standard General Conditions of the Construction Contract 

Standard Form of Agreement Between Owner and Contractor on the Basis of 
Stipulated Price 

Standard Form of Agreement Between Owner and Contractor on the Basis of 
Cost-Plus 

Change Order 

Certificate of Substantial Completion 

Application for Payment 

Work Change Directive 
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The Engineers Joint Contract Documents Committee: (Continued) 

Publication Tile 

Standard General Conditions of the Construction Contract Funding Agency 
Edition 

Commentary on Agreements for Engineering Services and Construction Related 
Documents by John R. Clark, Esq. 

Commentary on 1990 Editions of Construction Related Documents by John R. 
Clark, Esq. 

An Update to Indicate Important Changes in EJCDC Standard Agreements for 
Engineering Services 

Focus on Shop Drawings by John R. Clark, Esq. 

Recommended Competitive Bidding Procedures for Construction Projects by 
Robert J. Smith, Esq. 

Limitation of Liability in Design Professional Contracts 

Indemnification by Engineers-A Warning 

Standard Form of Agreement Between Engineer and Architect for Professional 
Services 

Cross Reference Between EJCDC Standard General Conditions of the 
Construction Contract (1910-8; 1990) and AIA General Conditions of the Contract 
for Construction (A201; August 1987) 

Guide to the Preparation of lnstructions to Bidders 

Standard Form of Agreement Between Engineer and Consultant for Professional 
Services 

Uniform Location of Subject Matter 

Guide to the Preparation of Supplementary Conditions 

Suggested Bid Form and Commentary for Use 

Standard Form of Agreement Between Owner and Engineer for Study and Report 
Professional Services 

Engineer's Letter to Owner Requesting lnstructions Concerning Bonds and 
Insurance Regarding Construction 

Owner's lnstructions to Engineer Concerning Bonds and Insurance Regarding 
Construction 

Notice of Award 

Notice to Proceed 

Contract Documents Bibliography 

Advice to Engineers Who Intend Using the 1987 Editions of the AIRS Documents 
(1 988) 

Standard Form of Procurement Agreement Between Owner and Contractor 

Procurement General Conditions 

Guide to the Preparation of Procurement Supplementary Conditions 

lnstructions to Bidders for Procurement Contracts 

Commentary on Procurement Documents by John R. Clark, Esq. 

Standard Form of Agreement Between Owner and Geotechnical Engineer for 
Professional Services 
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The Engineers Joint Contract Documents Committee: (Continued) 

Publication Title 

1910-278 Standard Form of Agreement Between Engineer and Geotechnical Engineer for 
Professional Services 

1910-28A Construction Performance Bond 

1910-288 Construction Payment Bond 

1910-28C Bid Bond (Penal Sum) Form 

191 0-28D Bid Bond (Damages) Form 

1910-29 Owner's Instructions Regarding Bidding Procedures and Construction Contract 
Documents 

191 0-30 Standard Form of Coordinated Multi-prime Design Agreement Between Owner 
and Design Professional for Construction Projects 



APPENDIX c 
LIST OF AIA CONTRACT 

DOCUMENTS 

Publication 

AIA List of Documents 
The American Institute of Architects 

A-Series 1 Owner-Contractor Documents 

Tile 

Owner-Contractor Agreement Form--Stipulated Sum 

Owner-Contractor Agreement Form--Stipulated Sum--Construction Management 
Edition 

Abbreviated Owner-Contractor Agreement Form for Small Constwctlon 
Contracts-Stipulated Sum 

Owner-ContrActor Agreement Form--Cost Plus Fee 

Abbreviated Owher-Contractor Agreement Form--Cost Plus Fee 

Owner-Contractor Agreement for Furniture, Furnishings, and Equipment 

Standard Form of Agreements Between Owner and DesigdBuilder 

General Conditions of the Contract for Construction 

General Conditions of the Contract for Construction-Construction Management 
Edition 

General Conditions of the Contract for Construction and Federal Suppiementay 
Conditions of the Contract for Constwction 

General Conditions of the Contract for Furniture, Furnishings, and Equipment 

Contractor's Qualification Statement 

Bid Bond 
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A-Series I Owner-Contractor Documents (Continued) 

Publication Title 

Performance Bond and Labor and Material Payment Bond 

Performance Bond and Labor and Material Payment Bond--Construction 
Management Edition 

Performance Bond and Payment Bond 

Contractor-Subcontractor Agreement Form 

Standard Form of Agreements Between DesignIBuilder and Contractor 

Recommended Guide for Bidding Procedures and Contract Awards 

Guide for Supplementay Conditions 

Guide for Supplementay Conditions-Construction Management Edition 

Uniform Location Subject Matter 

Guide for Interiors Supplementay Conditions 

Instructions to Bidders 

Instruction to Interiors Bidden 

B-Series I Owner-Architect Documents 

Publication Title 

Standard Form of Agreement Between Owner and Architect 

Standard Form of Agreement Between Owner and Architect-Construction 
Management Edit~on 

Abbreviated Owner-Architect for Agreement Form 

Standard Form of Agreement Between Owner and Architect for Designated 
Services 

Standard Form of Agreement Between Owner and Architect for Designated 
Services-Construction Management Edition 

Scope of Designated Services 

Standard Form of Agreement for lnterior Design Services 

Abbreviated lnterior Design Services Agreement 

Owner-Architect Agreement for Housing Services 

Duties, Responsibilities, and Limitations of Authority of the Architects' Project 
Representative 

Architects' Qualification Statement 

Standard Form of Agreement Between Owner and Construction Manager 

Standard Form of A~reements Between Desiqnermuilder and Architect 
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C-Series / Architect-Consultant Documents 

Publication Title 

C141 Standard Form of Agreement Between Architect and Consultant 

C142 Abbreviated Form of Agreement Between Architect and Consultant 

C161 Standard Form of Agreement Between Architect and Consultant for 
Designated Services 

C431 Standard Form of Agreement Between Architect and Consultant 

C727 Standard Form of Agreement Between Architect and Consultant for 
Special Services 

C801 Joint Venture Agreement 



LIST OF AGC CONTRACT 
DOCUMENTS 

Publication 

AGC List of Documents 
The Associated General Contractors of America 

Construction Documents 

(Engineering Construction) 

Title 

Standard General Conditions of the Construction Contract (for 
engineering construction) 

Contract Documents for Construction of Federally Assisted Water and 
Sewer Projects 

Standard Form of Agreement Between Owner and Contractor on the 
Basis of Stipulated Sum 

Standard Form of Agreement Between Owner and Contractor on the 
Basis of Cost-Plus 

Change Order 

Certificate of Substantial Completion 

Application for Payment 

Work Directive Change 

Guide to the Preparation of Instruction to Bidders 

Guide to the Preparation of Supplementary Conditions 

Suggested Bid Form and Commentary for Use 

Engineer's Letter to Owner Requesting Instructions re: Bonds and 
Insurance During Construction 



APPENDIX D: LIST OF AGC CONTRACT DOCUMENTS 355 

Publication 

Construction Documents 
[Engineering Construction (Continued)] 

Title 

Owner's Instructions to Engineer re: Bonds During Construction 

Notice to Award 

Notice to Proceed 

Standard Questionnaire and Financial Statement for Bidders 
(for Engineering Construction) 

Wastewater Treatment Standard Proposal Form 

Outline for Reports of Site Investigations-Heavy & Utility Construction 

Publication 

Construction Documents 
(Building Construction) 

Title 

Standard Form of Agreement Between Owner and Contractor 

General Conditions of the Contract for Construction 

Abbreviated Form of Agreement Between Owner and Contractor 

Standard Form of Agreement Between Owner and Contractor-Cost-Plus Fee 

Abbreviated Form of Agreement Between Owner and Contractor 

Contractor's Qualification Statement 

lnstructions to Bidders, 1987 Edition 

Recommended Guide for Competitive Bidding Procedures (and 
Contract Award for Building Construction) 

Guide to Supplemental Conditions 

Change Order 

Application and Certificate for Payment and Continuation Sheet 

Certificate of Substantial Completion 

Preliminary Design-Build Agreement 

Design-Build Guidelines 

Standard Form of Design-Build Agreement and General Conditions Between 
Owner and Contractor (guaranteed maximum price) 

Standard Form of Design-Build Agreement and General Conditions Between 
Owner and Contractor (lump sum) 

Standard Form of Agreement Between Contractor and Architect 

Conditions Between Contractor and Subcontractor for Design-Build 

Change OrderIContractor Fee Adjustment 

Standard Design-Build Subcontract Agreement with Subcontractor Not Providing 
Design 

Standard Design-Build Subcontract Agreement With Subcontractor Providing 
Design 

Standard Form of Agreement Between Owner and Construction Manager 
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Publication 

Construction Documents 
[Building Construction (Continued)] 

Title 

Standard Form of Agreement Between Owner and Construction Manager 
(Owner Awards all Trade Contracts) 

Standard Form of Agreement Between Owner and Construction Manager 

General Conditions for Trade Contractors Under Construction Management 
Agreements 

Change O~lerlConstruction Manager Fee Adjustment 

Construction Management Guidelines 

Construction Management Control Process 

Owner Guidelines for Selection of a Construction Manager 

Construction Management Delivery Systems for Hospital Facilities 

Budget Estimating and Control During the Design Phase 

Construction Project Planning and Scheduling Guidelines 

Standard Subcontract Agreement for Building Construction 

Short Form Subcontract 

Standard Subbid Proposal 

Subcontractor's Application for Payment 

Invitation to Bid Form for Subcontractors 

A Suggested Guide and Checklist for Subcontractors 

AGC Certificate of Substantial Completion 

First Budget Estimate Guideline 

Standard Form of Negotiated Agreement Between Owner and Contractor 

An Owner's Guide to Building Construction Contracting Methods 

Guide to Owner's Responsibility for Construction Projects 



APPENDIX E 
MASTERFORMATTM- 

MASTER LIST OF SECTION 
TITLES AND NUMBERS* 

DIVISION &INTRODUCTORY INFORMATION, BIDDING REQUIREMENTS, 
AND CONTRACTING REQUIREMENTS 

Introductory Information 

0001 Project Title Page 
00005 Certifications Page 
00007 Seals Page 
00010 Table of Contents 
00015 List of Drawings 
00020 List of Schedules 

Contracting Requirements 

00500 Agreements 
00600 Bonds and Certificates 
00700 General Conditions 
00800 Supplementary Conditions 
00900 Addenda and Modifications 

Bidding Requirements 

00100 Bid Solicitation 
00200 Instructions to Bidders 
00300 Information Available to Bidders 
00400 Bid Forms and Supplements 
00490 Bidding Addenda 

*The numbers and titles used in this product are from MasterFormatN which is published by the 
Construction Specification Institute (CSI) and Construction Specifications Canada (CSC) and is used 
with permission from CSI, 1999. 

For those interested in a more in-depth explanation of MasterFormatTM and its use in the construc- 
tion industry contact: 

The Construction Specifications Institute (CSI) 
601 Madison Street 
Alexandria, VA 22314 
800-689-2900; 703-684-0300 
CSINet URL: http:llwww.csinet.org 
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CONSTRUCTION PRODUCTS AND ACTIVITIES-DIVISIONS 1-16 

Division I-General Requirements 

01100 Summary 
01200 Price and Payment Procedures 
01300 Administrative Requirements 
01400 Quality Requirements 
01500 Temporary Facilities and 

Controls 
01600 Product Requirements 
01700 Executions Requirements 
01 800 Facility Operation 
01900 Facility Decommissioning 

Division 2--Site Construction 

02050 Basic Site Materials and 
Methods 

02100 Site Remediation 
02200 Site Preparation 
02300 Earthwork 
02400 Tunneling, Boring, and Jacking 
02450 Foundation and Load-Bearing 

Elements 
02500 Utility Services 
02600 Drainage and Containment 
02700 Bases, Ballasts, Pavements, and 

Appurtenances 
02800 Site Improvements and 

Amenities 
02900 Planting 
02950 Site Restoration and 

Rehabilitation 

Division 3-Concrete 

Division 4--Masonry 

04050 Basic Masonry Materials and 
Methods 

04200 Masonry Units 
04400 Stone 
04500 Refractories 
04600 Corrosion-Resistant Masonry 
04700 Simulated Mason j 
04800 Masonry Assemblies 
04900 Masonry Restoration and 

Cleaning 

Division &Metals 

05050 Basic Metal Materials and 
Methods 

05 100 Suuctural Metal Framing 
05200 Metal Joists 
05300 Metal Deck 
05400 Cold-Fomed Metal Framing 
05500 Metal Fabrications 
05600 Hydraulic Fabrications 
05650 Railroad Track and Accessories 
05700 Ornamental Metal 
05800 Expansion Control 
05900 Metal Restoration and Cleaning 

Division &Wood and Plastics 

06050 Basic Wood and Plastic 
Materials and Methods 

06100 Rough Carpentry 
06200 Finish Carpentry 
06400 Architectural Woodwork 

03050 Basic Concrete Materials and 06500 Structural Plastics 
Methods 06600 Plastic Fabrications 

03 100 Concrete Forms and 06900 Wood and Plastic Restoration 
Accessories and Cleaning 

03200 Concrete Reinforcement 
03300 Cast-in-Place Concrete 
03400 Precast Concrete Division 7-Thermal and Moisture 

03500 Cementitious Decks and Protection 
- - - - ~  - 

Underlayment 
03600 Grouts 
03700 Mass Concrete 
03900 Concrete Restoration and 

Cleaning 

07050 Basic Thermal and Moisture 
Protection Materials and 
Methods 

07100 Dampproofing and 
Waterproofing 
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Division 7-Thermal and Moisture 
Protection (Continued) 

07200 Thermal Protection 
07300 Shingles, Roof Tiles, and Roof 

Coverings 
07400 Roofing and Siding Panels 
07500 Membrane Roofing 
07600 Flashing and Sheet Metal 
07700 Roof Specialties and 

Accessories 
07800 Fire and Smoke Protection 
07900 Joint Sealers 

Division &-Doors and Windows 

08050 Basic Door and Window 
Materials and Methods 

08100 Metal Doors and Frames 
08200 Wood and Plastic Doors 
08300 Specialty Doors 
08400 Entrances and Storefronts 
08500 Windows 
08600 Skylights 
08700 Hardware 
08800 Glazing 
08900 Glazed Curtain Wall 

Division 9--Finishes 

09050 Basic Finish Materials and 
Methods 

09 100 Metal Suppoa Assemblies 
09200 Plaster and Gypsum Board 
09300 Tile 
09400 Terrazzo 
09500 Ceilings 
09600 Flooring 
09700 Wall Finishes 
09800 Acoustical Treatment 
09900 Paints and Coatings 

Division 1-pecialties 

10100 Visual Display Boards 
10150 Compartments and Cubicles 
10200 Louvers and Vents 
10240 Grilles and Screens 
10250 Service Walls 

Division IO-Specialties (Continued) 

10260 Wall and Comer Guards 
10270 Access Flooring 
10290 Pest Control 
10300 Fireplaces and Stoves 
10340 Manufactured Exterior 

Specialties 
10350 Flagpoles 
10400 Identification Devices 
10450 Pedestrian Control Devices 
10500 Lockers 
10520 Fire Protection Specialties 
10530 Protective Covers 
10550 Postal Specialties 
10600 Partitions 
10670 Storage Shelving 
10700 Exterior Protection 
10750 Telephone Specialties 
10800 Toilet, Bath, and Laundry 

Accessories 
10880 Scales 
10900 Wardrobe and Closet Specialties 

Division 1 I-Equipment 

11010 Maintenance Equipment 
11020 Security and Vault Equipment 
11030 Teller and Service Equipment 
11040 Ecclesiastical Equipment 
11050 Library Equipment 
11060 Theater and Stage Equipment 
11070 Instrumental Equipment 
11080 Registration Equipment 
11090 Checkroom Equipment 
11100 Mercantile Equipment 
1 1 110 Commercial Laundry and Dry 

Cleaning Equipment 
11 120 Vending Equipment 
11130 Audio-Visual Equipment 
11140 Vehicle Service Equipment 
11 150 Parking Control Equipment 
11 160 Loading Dock Equipment 
11 170 Solid Waste Handling 

Equipment 
11 190 Detention Equipment 
11200 Water Supply and Treatment 

Equipment 
11280 Hydraulic Gates and Valves 
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Division 1 I-Equipment (Continued) 

11300 Fluid Waste Treatment and 
Disposal Equipment 

11400 Food Service Equipment 
11 450 Residential Equipment 
11460 Unit Kitchens 
11470 Darkroom Equipment 
11480 Athletic, Recreational, and 

Therapeutic Equipment 
11500 Industrial and Process 

Equipment 
11600 Laboratory Equipment 
11650 Planetarium Equipment 
11660 Observatory Equipment 
11680 Office Equipment 
11700 Medical Equipment 
11780 Mortuary Equipment 
11850 Navigation Equipment 
11870 Agricultural Equipment 
11900 Exhibit Equipment 

Division 12-Furnishings 

12050 Fabrics 
12100 Art 
12300 Manufactured Casework 
12400 Furnishings and Accessories 
12500 Furniture 
12600 Multiple Seating 
12700 Systems Furniture 
12800 Interior Plants and Planters 
12900 Furnishings Restoration and 

Repair 

Division 13-Special Construction 

1 3010 Air-Supported Structures 
13020 Building Modules 
13030 Special Purpose Rooms 
13080 Sound, Vibration, and Seismic 

Control 
13090 Radiation Protection 
13100 Lightning P~vtection 
13 110 Cathodic Protection 
13 120 Pre-Engineered Structures 
13150 Swimming Pools 
13 160 Aquariums 

Division 13--Special Construction 
(Continued) 

13 165 Aquatic Park Facilities 
13 170 Tubs and Pools 
13175 Ice Rinks 
13185 Kennels and Animal Shelters 
13190 Site-Constructed Incinerators 
13200 Storage Tanks 
13220 Filter Underdrains and Media 
13230 Digester Covers and 

Appurtenances 
13240 Oxygenation Systems 
13260 Sludge Conditions Systems 
13280 Hazardous Material 

Remediation 
13400 Measurement and Control 

Instrumentation 
13500 Recording Instrumentation 
13550 Transportation Control 

Instrumentation 
13600 Solar and Wind Energy 

Equipment 
13700 Security Access and 

Surveillance 
13800 Building Automation and 

Control 
13850 Detection and Alarm 
13900 F i e  Suppression 

Division 14-Conveying Systems 

14100 Dumbwaiters 
14200 Elevators 
14300 Escalators and Moving Walks 
14400 Lifts 
14500 Material Handling 
14600 Hoists and Cranes 
14700 Turntables 
14800 Scaffolding 
14900 Transportation 

Division 15-Mechanical 

15050 Basic Mechanical Materials and 
Methods 

15 100 Building Services Piping 
15200 Process Piping 



Division ICMechanical (Continued) 

15300 Fire Protection Piping 
15400 Plumbing Fixtures and 

Equipment 
15500 Heat-Generation Equipment 
15600 Refrigeration Equipment 
15700 Heating, Ventilating, and Air 

Conditioning Fquipment 
15800 Air Distribution 
15900 W A C  Instrumentation and 

Controls 
15950 Testing, Adjusting, and 

Balancing 

Division IGElectrical 

16050 Basic Electrical Materials and 
Methods 

16100 Wiring Methods 
16200 Electrical Power 
16300 Transmission and Dismbution 
16400 Low-Voltage Distribution 
16500 Lighting 
16700 Communications 
16800 Sound and Video 
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Actual cost of work performed (ACWP), 
215-225,231 

Arbitration, 281-282 
Assignment of work, 299-300 
Assumptions for construction phase, 259-260 

Bidding 
check list for, 269-270 
design contracts, 90-93 
levels of accuracy, 80-81 
prospective bidders, 266-267 

~ i d ~ e i  at completion (BAC), 215-225 
Budgeted cost of work performed (BCWP), 

215-225.231 
Budgeted cost of work scheduled (BCWS), 

215-225,231 
Budgeting (see Project budgeting) 

Capacity ratio estimating, 59-60 
Challenges and opportunities, 294 
Change management, 283-284 
Check lists 

for bidding, 269-270 
for consuuction, 279-279 
for design, M8-249 
for kick-off meeting, 110, 
for project close out, 291 
for project scope definition, 41 

Classification of estimates, 47-49.80-81 
Common time wasters, 303 
Communications, 303-305 
Communications during construction, 272 
Components of a project, 4-6 
Components of a work plan, 113-1 16 
Computer generated estimates, 62-63 
Conflict management, 27-28 
Constructability, 253-255 
Consuuction management, 33-35,262-263 

362 

Consuuction phase 
assumptions for, 259-260 
check list of duties, 278-279 
construction schedules, 271-273 
contract pricing formats, 260-261 
contractor's bid 93-97 
dispute resolution, 281-282 
importance of, 258 
job-site safety, 282-283 
keys to success, 270-271 
management of changes, 283-284 
problems with construction schedules, 273-277 
prospective bidders, 266-267 
qpaliIy control, 278-281 
relations with contractors, 277 
resource management, 284-286 

Construction teams, 21-22 
Construction work packages 

cost performance index (CPI), 213-233 
cost variance (CV), 213-233 
earned value, 214,217-225 
percent complete, 213-215 
productivity index, 230 
schedule performance index (SPI), 213-233 
schedule variance (SV), 213-233 

Contingency for estimates, 68-74 
Contract Documents 

list of AGC, 354-356 
list ofAIA, 351-353 
list of ETCDC. 348-350 
producing contract documents, M1 

Contract pricing formats, 260-261 
Contracting methods 

construction management (CM), 33-35,262-263 
designhidhuild (D/BI&), 33-35,261-262 
designhuild (Dm), 33-35.262 
qualification based selection (QBS), 267-269 

Contractor's bid, 93-97 
Contracts 

arrangements of, 33-36 
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Contracts (Conr) 
check list for bidding, 269-270 
construction management contracts, 262 
design/bid/build contracts, 261-262 
designhuild contracts, 262 
fast-track projects, 264 
key decisions for project delivery, 264-266 
performance specifications, 264 
pricing formats, 260-261 
producing contract documents, 241 
project delivery methods, 261-269 
prospective bidders and bidding, 266-269 
qualification-based selection, 267-269 
relations with conhactors, 277 
types of project delivery, 261-269 

Contractual arrangements. 33-35, 261-269 
Control systems 

actual cost of work performed (ACWP), 
215-225,231 

budget at completion (BAC), 215-225 
budgeted cost of work perfirmed (BCWP), 

215-225.231 
budgeted cost of work scheduled (BCWS), 

215-225.231 
coding system for project reports, 188-189 
control schedules for time and cost, 193-200 
cost distribution, 157-163 
cost performance index (CPI! 

walysis of, 217-225 
causes of variations, 228-229 
lurconstrnction, 213-216 
for design, 212-21 3 
interpretation of, 227-228 
monitoring of, 225-226 
trcnds and forecasting, 229-233 

Cost variance (CV) 
analysis of, 217-225 
causes of variations, 228-229 
for consuuction, 213-216 
for design, 212-213 
interpretation of, 227-228 
monitoring of, 225-226 
trends and forecasting, 229-233 

w e d  value, 217-225 
estimate at completion (EAC), 215-225 
estimate to complete (ETC), 215-225 
integrated wst/schedulelwork, 205-208 
linking the WBS and CPM, 186-192 
measurement of construction work, 21 3-216 
monitoring project performance, 225-231 
percent complete matrix, 206-211 
progress measurement for design, 134-138, 

211-213 
purpose of control systems, 185-186 
relationships between time and work, 200-205 
schedule coding system, 153-157 
schedule performance index (SPI) 

analysis of, 217-225 
causes of variations, 228-229 
for consuuction, 213-216 

Control systems (Cunt.) 
schedule performance index (SPI) (Cunt.) 

for design, 2 12-213 
interpretation of, 227-228 
monitoring of, 225-226 
trends and forecasting, 229-233 

schedule variance (SV) 
analysis of. 217-225 
causes of variations, 228-229 
for construction, 213-216 
for design, 212-213 
interpretation of, 227-228 
monitoring of, 225-226 
trends and forecasting, 229-233 

work status system, 233-236 
Cost and Schedule Control Systems Criteria 

(CISCSC), 213 
Cost Breakdown Structures (CBS), 191-200 
Cost-capacity curve estimating, 58-59 
Cost distribution, 157-163 
Cost performance index (CPI) 

analysis of, 217-225 
causes of variations, 228-229 
for construction, 213-216 
for design. 212-213 
interpretation of, 227-228 
monitoring of, 225-226 
trends and forecasting, 229-233 

Cost variance (CV) 
analysis of, 217-225 
causes uf variations, 228-229 
for construction, 213-216 
for design, 21 2-213 
interpretation of, 227-228 
monitoring of, 225-226 
trends and forecasting, 229-233 

Critical Path Method (CPM) 
coding system, 153-159 
computer methods, 152-153 
control schedules, 193-200 
cost analysis, 157-163 
CPM diagrams from the WBS, 147- 15 1 
definitions for CPM, 144-147 
durations for, 150-152 
network analysis systems, 144-147 
problems using successors/predecessor, 173-177 
S-curves, 160-163, 197 
steps in CPM, 148 
successorlprcdecessor relationships, 172-173 

CSI Masterformat titles and numbers, 357-361 

Decision making, 301-303 
Definition of a project. 4-6 
Design and construction process, 31-32 
DesignIBidlBnild (DIBIB), 33-35,261-262 
Design budgets, 90-93, and 124-129 
DesignlBuild (Dm), 33-35,262 
Design coordination 

authontylresponsibility check list, 247-249 



Design coordination (Cant.) 
constructability, 253-255 
design budgets, 90-93, and 124-129 
design work plan, 240-241 
distribution of documents, 246-247 
drawing and equipment index, 244-246 
evaluation of design effectiveness, 251-253 
managing scope growth, 241-242 
managing small projects,242 
post design review, 255-256 
producing contract documents, 241 
team meetings, 243-244 
typical problems, 248-25 1 
weeklylmonthly reports, 244 

Design progress measurement, 134-138,211-213 
Design proposals 

design proposals, 121-124 
development of design work plan, 132-133 
engineering organization, 124 
engineering project controls, 134,211-213 
evolution of project, 118-119 
mini-drawings, 130-132 
progress measurement of design, 134.138, and 

211-213 
project execution plan, 119 
project defmition for design, 119-121 
problem in developing project definition, 121 
scope baseline for budget, 124-129 

Design teams, 20.21 
Design work packages 

development of, 110-113 
earned work hours, 200-205 
link with disciplines of OBS, 115 
phases of development, 116, 126 
project work plan, 113, 132.134 

Design work plan, 132, 133, 240-241 
Development of project estimates, 78-80 
Discipline organi~ations, 103-104 
Disposition of project files, 291-292 
Dispute resolutions 

arbitration, 282 
litigation, 282 
mediation. 281 
negotiation, 281 

Distribution of documents, 246-247 
Drawing index, 244-246 

Early estimates 
check lists for, 63 
classifications of, 47-49 

Early estimates (Cant.) 
methods and techniques (Cant.) 

computer generated, 62-63 
wst-capacity curves, 58-59 
equipment factored, 61-62 
plant cost per unit, 60-61 

organizing to prepare, 55 
preparing early estimates, 55 
reviews for, 65-66 
risk assessment, 66-67 
risk analysis, 67 
traditional methods for contingency 

assessing estimate sensitivity, 71-72 
expected net risk, 69-70 
percentage of base estimate, 68-69 
simulation, 70-71 

scope definition for estimates, 52-54 
work plan for preparing estimates, 49-51 

Earned value 
actual cost of work performed (ACWP), 215-216 
analyses for earned value, 217-225 
budgeted cost of work performed (BCWP), 

215-216 
budgeted cost of work scheduled (BSCS), 

215-216 
causes of variations, 228-229 
for consrmction, 213-216 
cost performance index (CPI), 212-216 
cost variance (CV), 212-216 
definition of, 214 
for design, 212-213 
estimate at completion (EAC), 217-225 
estimate to complete (ETC), 217-225 
interpretation of, 227-228 
monitoring of, 225-226 
schedule performance index (SPI), 212-216 
schedule variance (SV), 212-216 
trends and forecasting, 229-233 

Economic feasibility study, 85-90 
Equipment factored estimates, 61-62 
Equipment index, 244-246 
Estimate 

check list for, 63 
contingency for, 68-74 
contractor's, bid, 93-97 
classification of, 4749 
designer's budget, 90-93, 124-129 
development of, 78-80 
documentation of, 63-65 
early estimates, 47-77 
levels of accuracy, 80-81 

contingcnc!, hatcd on estimate q~~ality, 72-74 method, and tc~hni~uer .  58-63 
continvencv b\, trad~~~onal methods. 68-72 owner'r budeel. hl-84 - , ,  u 

documentation, 63-65 project budgets, 78 
establishing work plan for, 56-57 reviews for, 65-66 
feed-back for continuous improvement, 74-75 risk assessment, 66-67 
importance of early estimates, 47 work plan for preparing, 49-51 
importance of team alignment, 5 1-52 Estimate accuracy, 66-67, and 80-81 
methods and techniques Estimate at completion (EAC), 215-225 

capacity ratios, 59-60 Estimate to complete (ETC), 215-225 
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Estimate work plan, 56-58 
Estimating methods and techniques, 58-63.81.84 
Estimating work process, 49-51 
Evaluation of design effectiveness. 251-253 
Evolution of projects, 36.39, 118-119 

Fast-track projects, 64 
Final inspection. 289-290 
Follow-up work, 111-1 13 
Forecast at completion cost or schedule, 217-225, 

229-233 
Forming the project team, 108-109 
Functional, 102- 104 
Functions of management, 10-11 

Measurement of construction work (Cont.) 
craft productivity profile, 233 
earned value, 214-217 
incremental milestone, 213 
percent complete, 214 
productivity index, 230 
schedule variance (SV), 21 3-216 
startlfinish, 214 
supervisor opinion, 214 
trends of performance indices, 225-226 
units complete, 213 
weighted nnits, 214 

Mediation, 28 1 
Mim-drawings, 130-132 
Monitoring project performance, 225-231 
Motivation, 25-27,300-301 

Guarantees and warranties, 290 

Negotiation, 281 

Human aspects, 24-27,297-299 

Integrated cost/schedule/work, 205-208 
Impoltance of construction, 258 
Inspection (see Project close out) 

Job-site safety, 282-283 

Key concepts of project management, 11 
Keys to a successful construction project, 270.271 
Kick-off meeting, 109-1 LO 

Levels of accuracy of estimates, 80.81 
Lien releases, 290 
Linking the WBS and OBS, 115, 186-188 
List of documents 

American Institute of Architects (MA), 351-353 
Associated General Contractors of America 

(AGC), 354-356 
Engineers Joint Contract Documents Committee 

(EJCDC), 348-350 
Litigation, 281-282 

Matrix organization, 104-106 
Management 

changes, 283-84 
discipline, 9-1 0 
functions of, 10.11 
key concepts of, 11 
project verses discipline, 10 
purpose of, 8-9 
types of, 9 

Measurement of construction work 
cost performance index (CPI), 213-21 6 
cost ratio, 231 
cost variance (CV), 213-216 

Organizational Breakdown Structures (OBS) 
discipline, 103-104 
functional, 102-104 
matrix, 104-106 
traditional, 101-102 

Owner's economic feasibility study, 85-90 
Owner's estimate for budgeting, 8 1-84 
Owner's feed-back, 292 
Owner's needs and project objectives, 38-40 
Owner's orientation meeting, 100-101 
Owner's study, 38 

Patinering, 44-45 
Phases of development of work plan. 116 
Phases of a project, 36-37, 118-119 
Planning (see Project planning ; Scheduling) 
Plant cust per unit estimates, 60-61 
Post design review, 255 
Post project critique, 292 
Presentations, 305-307 
Private versus public projects, 33 
Productivity index, 230-233 
Professional and technical organizations, 14-15 
Program Evaluation and Review Techniques 

(PERT) 
background, 147 
basic terminology, 164-165 
deviation, 168 
expected lime of an activity, 168 
expected time of an event, 168 
standard deviation of the expected time, 168 
optimistic, pessimistic and most likely times, 165 
PERT probability table, 169 

Progress measurement of design 
cost performance index (CPI), 212 
eamed value, 212 
incremental milestones, 21 1 
percentage completion, 212 
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Progress measurement of design (Cont.) 
productivity index, 21 1 
ratio method, 212 
relationship of time and work, 200-203 
schedule performance index (SPI), 212-213 
stadfinish, 211-212 
units complete, 211 

hoject(s) 
components of, 4-6 
construction management. 262 
contractual arrangements, 33-36 
definition of, 4-6 
design and construction process, 21-32 
desigdbidhuild, 261-262 
dedgnibuild, 262 
fast-uack, 264 
pafinering, 44-45 
phases of, 36-37 
privatc versus public, 33 
scope definidon, 40-42, and 119-121 
selection of designers and contractors. 42-44 
strategies, 42 
turn-key, 264 

Project budgeting 
assessing estimate sensitivity, 71-72 
contingency, 68-74 
contractor's bid, 93-97 
design budgets, 90-93 
expected net risk, 69-70 
levels of accuracy, 80-81 
owner's estimate, 81-84 
owner's feasibility study, 85-90 
percent of base estimate, 68-69 
risk analysis, 67 
risk assessment, 66-67 
simulation, 70-71 

Project close out 
check list of duties, 291 
disposition of files, 291-292 
final inspection, 289-290 
guarantees and wa~xnties, 290 
lien releases, 290 
owner feed-back, 292 
post project critique, 292 
record and as-built drawings. 290-291 
substantial completion, 290 
system testing, 288-289 

Project control (see Tracking work; Control 
systems) 

hoject delivery issues, 264-266 
Proiect deliverv methods 

quakcation basedselection (QBS), 267-269 
Project management 

definition of, 8 
human aspects, 24-27,297-299 
key concepts of, 11 
purpose of, 8-9 

Project manager 
authority/responsibility check list, 247-248 
conducting the kick-off meeting, 109-10 
conflict management, 27-28 
dishbution of documents, 246-247 
drawing and equipment index, 244-246 
employed by, 7-8 
human aspects, 24-27.297-299 
initial review by, 99.100 
managing design scope growth, 241-242 
managing small projects, 242-243 
managing teams, 22-23 
motivating teams, 25-27 
relations with conlractors, 277 
roleof, 12-14 
team leadership, 23-24 
weeklylmonthly reports, 244 

Project owner 
economic feasibility study, 85-90 
estimate for hudgeting, 81-84 
feed-back on project, 292 
needs and objectives, 38-40 
orientation meeting, 100- 101 
project strategy, 42 
selection of designers and contractors, 42-44 
study of project, 38 

Project planning 
barcharts, 143,152,195 
construction schedules, 271-277 
critical pah  methods. (CPM), 145-147 
desired results, 140,141 
multiple projects, 142-143 
network analysis systems, 144-147 
planning and scheduling. 39-140 
principles of, 141 
pmblems with construction schedules, 

273-277 
problems with successorlprcdecessor 

relationships, 173-177 
program evaluation and review techniques 

(PERT), 164-172 
resource allocations, 164-167 
responsibilily of parties, 142 
successorlpredecessor relationships, 172-173 
techniques for, 143-144 

Project scope definition, 40-42, 119-121 
Project strategies, 42 
Project teams 

conflict management, 27 
consuuction teams, 21-22 
design teams, 20-21 
developing a consensus, 25 
forming of teams, 108-109 
key factors in leadership, 23-24 
kick-off meeting, 109-1 10 
management of, 248-244 
meetings, 243-244 
motivating teams, 25-27,300-301 
project teams, 17-18 
project manager's responsibilities, 22-23 
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Project teams (Cant.) 
team building, 24-25 
team conduct, 28-29 
team management, 22 
teams for smallprojects, 18-19 
teamwork, 18 
working with multiple teams, 19-20 

Project work plan, 11 3-116 
Proposals for design, 121-124 
Prospective bidders and bidding, 266.267 
Punchlist, 289 
Purpose of control systems, 185-186 
Purpose of project management, 8-9 

Qualification-based selection (QBS), 267-269 
Quality control 

during conshuction, 278-281 
control charts, 280 
related to scop&udget/schedule, 4-6 
total quality management (TQM), 311-328 

Record and as-built drawings, 290-291 
Relations with contractors, 277 
Reports and letters, 307-309 
Resource allocation, 164-169 
Resource management, 284.286 
Responsibilities of parties, 6-7 
Role of the project manager, 12-14 

S-curves, 160-163, 196-197.206.208 
Schedule coding system, 153-157 
Schedule performance index (SPI), 212-233 

analysis of, 217-225 
causes of variations, 228-229 
for construction, 213-216 
for design, 212-213 
interpretation of, 227-228 
monitoring of, 225-226 
trends and forecasting, 229-233 

Schedule variance (SV), 212-233 
analysis of, 217-225 
causes of variations, 228-229 
for construction, 213-21 6 
for design, 212-213 
interpretation of, 227-228 
monitoring of, 225-226 
trends and forecasting, 229-233 

Scheduling 
assigning realistic durations, 150-152 
coding systems for scheduling, 153.157, 

188-189 
computer applications, 152-153 
construction schedules, 271-273 
contractor procured and installed equipment, 

275-276 
critical path methods (CPM), 14-147 

Scheduling (Cant.) 
defin~tions for CPM, 145 
desired results, 140-141 
development of CPM diagrams from the WBS, 

147-150 
multiple projects, 142-143 
network analysis systems, 144-147 
owner-furnished equipment or materials, 275 
planning for multiple projects, 141 
principles of, 141 
problems with consuuction schedules, 273-277 
program evaluation and review techniques 

(PERT), 164-172 
project p la i ing  and scheduling, 139-140 
resource allocations, 164-167 
responsibilities of parties, 142 
schedule constraints, 276 
sequestering float, 276 
steps in planning and scheduling, 148 
submittals, 274-275 
successor/predecessor relationships, 172-173 
techniques for planning and scheduling, 

143-144 
update of schedules, 277 

Scope definition 
related to budget, schedule, and quality, 4-6 
related to design, 119-121.241.242 
related to estimates, 52-54 
related to owner, 40-42 

Selection of design firms, 42-44 
Steps in project management, 2-4 
Successor/predecessor relationships, 172-177 
Substantial completion, 290 
System testing and start-up, 288-289 

Team building, 24-25 
Team management, 248-25 1 

assignment of work, 299-300 
communications, 303-305 
decision making, 301-302 
follow-up work, 11 1-1 13 
forming the project team, 108-109 
human aspects, 24-27,297-299 
kick-off meeting, 109-110 
meetings, 243-244,307 
motivation, 25-27,300-301 
project work plan, 113-116 
time management, 302-303 
typical problems, 243 
work packages, 110-111 

Team meetings, 243-244,307 
Time management, 302-303 
Time value of money, 85-90 
Total Quality Management (TQM) 

background of, 31 1-314 
continual improvement, 3 15-3 18 
cost of quality, 324-325 
customer satisfaction, 314-315 
customer service, 326 
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Total Quality Management (TQM) (Conr.) 
Deming's 14 points, 312 
implementation, 326-327 
management commitment, 318-319 
Plan-Do-Check-Act (PDCA) cycles, 316-317 
statistical methods, 322-324 
supplier involvement, 325-326 
teamwork, 320-322 
tools for analysis. 323 
training, 319-320 

Tracking work 
analysis of TF and SPI, 227-28 
causes of cost/schedule variances, 227 
contml schedules, 193-200 
couml systems, 185-186 
earned value, 217-225 
integrated cost/schedule/work, 205-207 
interpretation of performance indices, 227 
measurement of construction work. 213-216 
monitoring project performance, 225-227 
percent complete matrix, 206-21 1 
progress measurement and control, 216-217 
progress measurement of &sign, 211-213 
trend analysis and forecasting, 229-233 
work and time relationships, 200-205 
work status system, 233-236 

Trend analysis and forecasting, 229-233 
Turn-key projects, 264 
Types of management, 9-10 
Typ% of projects 

buildings, 3 1-32 
infrasmctwe, 32 
private versus public, 33 
process industry, 32 

Qpical problems in team management, 250 

Weeklylmonthly reports, 244 
Weighted cost data, 83 
Who does the project manager work for, 7-8 
Work Breakdown Structures (WBS) 

coding systems, 186-189 
definition of, 106-108 
linking the WBS and CPM. 114-115 
work packages for, 110-112 

Work packages, 110-112 
Work plan 

components of, 114 
follow-up work, 11 1-113 
forming the project team, 108-109 
kick-off meeting, 109-110 
linking the WBS and OBS, 114-115 
phases of development, 116 
work packages, 110-112 
work plan for design, 132-133 
work plan for estimating, 56-58 

Work status system, 233-236 
Wmking with project teams 

conflict management, 27-28 
construction teams, 21-22 
design teams, 20-21 
developing a consensus, 28 
leadership, 23-24 
motivating teams. 25-27 
project manager's responsibility, 22-23 
project teams, 17-18 
team building. 24-25 
team conduct. 28-29 
team management, 22 
teams for small projects, 18-19 
teamwork, 18 
working with multiple teams, 19-20 


