Minutes/Key Points from

GOVERNMENT VALUE MANAGEMENT CONFERENCE

Savannah, GA, June 8, 2006

Minutes taken by Benson Kwong, PMSI

Conference Facilitated by Kathy Bethany, US Dept of State & SAVE VP Government

Introductions 

Each participant introduced to the group a participant that they just met.  

Overview of Federal Policy Status (Kathy Bethany)
· Law 104/106 – must perform VE  (Link:  http://uscode.house.gov/uscode-cgi/fastweb.exe?getdoc+uscview+t41t42+219+4++%28%27Value%20Engineering%27%29%20%20%20%20%20%20%20%20%20%20 )

· OMB Circular A-131 still under revision   (Link:  http://www.whitehouse.gov/omb/circulars/a131/a131.html  )

· OMB Circular A-11 part 7 mentions VA as a tool.  (Link:  http://www.whitehouse.gov/omb/circulars/a11/current_year/a11_toc.html   )

* A request was made to put links for above laws and circulars on SAVE website – They are included above FYI.

An Update of OSD Cost Reduction Initiatives – R-TOC and VE

Dr. Danny Reed, Institute for Defense Analysis 

Key points:

· Goal: DOD to Reduce O&S (Operations and support) budget costs by FY2010 from FY2004 baseline by 30% (not accounting for inflation)

· Combined R-TOC (Reduction of Total Operation Cost) and VE under same DOD leadership

· Tools for R-TOC

· Lean

· Six Sigma

· Supply Chain Management

· VE

· ManTech

· Weblink: http://rotc.ida.org or http://ve.ida.org, http://acc.dau.mil/vecp
· Three VE documents in-work:

1) VE contractor’s guide

2) VECP contracting Guide

3) VE Handbook

Question:

1. Why should contractor do VECP when he can submit a change order for 100% savings?  VECP captures only a portion of savings, with 180 days waiting period.

2. Please put example of VECP on performance based contract on SAVE website.

D/B Panel Discussion:

“Holistic means to a successful finish” - The expanding role of Value Engineering as a Best practice in MILCON Execution:  Mike Smith, Jacob Engineering.

Key points:

· Building Information Models (BIM) is the way of the future

· 5-D BIM links to cost estimating, lead to doing a VE cost estimating in real time.

· Build cost model using cost information from similar projects.

VM and the DBIA:  Stuart Sokoloff, SAVE design-build committee & DBIA value engineering committee
Key points:

· Goal: Further VM within design build procurement process.

· Two-studies scenario: 1 – Prior to release of the RFP

2 – After selection of D/B team, prior to NTP, include design builder

· Benefits:

· Reduce risks

· Share risk between D/B contractor and owner

· Potential cost reduction

· Incentive for contractor to participate in the process

VE Program Manager’s Perspective of D/B:  Tommy Blewett 

Key points:

· Have done VE at the Charette level, draft RFP stage, and after award w/ contractor, 

· The best place to do one study is at the completion of the draft RFP

· The best place for second study is after award but before NTP.

· Contractor has upper hand in negotiation after award.  Do not see major savings, but see happier customer.

Answers to Questions or comments:

1. Document was prepared by SAVE, DBIA has provided no input, the final document will be part of DBIA manual.

2. Cost model are prepared at Charette whether BIM is done or not.

3. Comments: Put VE report in part of RFP.

4. USACE experience: The first VE study done at the post award stage was performed independently of the contractor.  They could not get cost data from contractor.  Contractor response to the VE proposals was that they would have done it anyway.

5. Suggest to unilaterally make change orders based on VE proposals.  However, this would lead to an adversarial relationship.


6. OBO experience: Post award VE studies can aim for life cycle cost savings. Lessons learnt based on VE proposals can lead to change in the performance specs.

7. Contractor experience: On fixed price D/B project, it is a dilemma to provide low cost marginal performance system or lose the contract.

VE Role in Emergency Preparation, Response & Recovery – Case Study Hurricane “Katrina” 

Frank Vicidonmina, USACE

Key Points:

· There’s no VE during and immediately following a disaster.

· VE can be used in emergency preparedness

· VA study – flood control system and EOP

· After Action Report = VE workshop process

· What did we want to happen – function analysis

· What actually happened – information gathering

· How do we fix it – speculation

· Read report at www.mvn.usacc.army.mil/od/katrina/
Answer to questions

1. The after action report involved other entities other than USACE because it originally was aimed to address broader issues.  It involved the community, and got a lot of good ideas.

2. D/B on civil work is a work in progress.

VM in Hong Kong: Research and Applications

Professor Geoffrey Qiphen Shen, Department of Building and Real Estate, Hong Kong Polytechnic University

Key points:

· First VM training workshop was conducted in 1988.

· 1995 HKIVM was established.

· Next conference in November 2006.

· 1998 circular calling for VM studies for over $200 million HK$ (US$25 million)

· 2002 Environmental, Transport, and Works Bureau issued an updated technical circular, calling for wider use of VM in the public sector.

· Private sector started to use VM since the Asian financial crisis in 1997.

· List A (CVS) and List B (AVS) Value Management Facilitators (VMF)

· Website http://www.hkivm.com.hk
Value Analysis Harnesses Internal Resources for Change

Jill Woller, NYC OMB & Wade Martin, US Cost

Key points:

· Study agenda

· Pre-study orientation sessions

· Kick off and hospital tour (1-day)

· Current work flowcharts discussed (2 days)

· Pre-study review of revenue data

· 5-day value analysis workshop

· Post-workshop Implementation meeting

· Participants includes 

· VA Facilitators

· Hospital Executive Management (part time)

· Hospital Departmental Staff

· Consultants (typical 3)

· Healthcare revenue

· Managed care revenue

· IT Systems

· Recommendations Covered

· Utilization Management

· Maximize Reimbursements

· Capture Unbilled Revenue

· Improve Patient information

· Denials Management

· Enhance Systems

· Upgrade Coding Capability

Using VM and FPS (Functional Performance Specification) to prepare a framework for the development of a comprehensive traffic volume information system

Tom Fletcher

Key points:

· 10 month project – not a 5 day workshop.

· Functional Tree – Main function - Supply timely and valid traffic information data

· 200 sub-functions.

Answer to questions

1. The 350 pages report contains a cost/worth model?  

Group Exercise

Innovation of Value Management

10 Teams (divided by color): each to come up with an innovation in Value Management  

Yellow

Is it Prego?  

Require the design team to give feedback to accepted VE proposals with progress submittal.  Verify cost savings.  Delay opening of bid until the VE concept is in the contract.

Red

AAP attitude adjustment program

Pay for performance – any owner agencies with a VE that meets the goal will have more budget next year.  Any agencies that does not meet goal will have reduced budget.

Blue

VE the VE process - Network team 

Goal: 
Higher rate of accepted recommendation


Higher quality product


Keep team continually updated


Work in any area

Purple

PGP – Personal Greed Program

VE Facilitators should get a percentage of verified savings.

Aqua

Virtual workshop

People can work part time.  Maybe you do kickoff meeting and then go away.  The key is the facilitator has to pull it together.  SAVE develop the software, the certification board is responsible.

Orange

A visual scaling methodology.  CBA done visually on the wall, measured at the end.  

Grey

Do a VE study as part of Peer Review.  

Pros 

1. Team exists (less one team member)

2. Multi-disciplined

3. Easily phased

4. Low cost

5. Fart of review process – fast approval

6. Global picture (peer review)

7. Part of comment process.

Cons

1. Not VE trained

2. Lack of objectivity

3. Others take over VE (false sense of confidence)

4. Undocumented VE savings

5. No cost addressed.(need extra cost engineer)

Green

Idea disposition job plan

Pink

See how TRW and other Fortune 500 companies use VM and bring it back to the federal government

White

Redefinition of Function Analysis for easier understanding by industry – 

Function analysis is the use of language to direct thought with the aim of discerning the focus and essence of a project.

Wrap-up Discussion

· Consider having a free booth for people to see what the government is doing.

· Conferees filled out feedback sheet to indicate what they like about the conference and what can be improved.

Synopsis of Feedback from Conference Attendees

Taken from evaluation forms

The number of participants who made the comment is in ()’s after the comment

Things the participants liked about the 2006 Government VM Conference

· Group exercise and interactions (15)

· Introduction Group Exercise (9)

· Social event -- Boat ride (8)

· Mix/Variety of topics and formats (7)

· Hospital Presentation (7)

· D/B Panel Discussion (6)

· Location/Facilities (6)

· Schedule (Length, and finishing on time) (6)

· Katrina Presentation (6)

· The facilitator (4)

· Cookies (3)

· Continental breakfast (3)

· Speakers (2)

· Contractor participation

· Not providing lunch

· VM in Hong Kong Research and Applications

· Opening remarks

· Relaxed atmosphere

· Discussion on what’s happening in the Federal Sector

Things to consider for next Year’s Government Conference

· More involvement

· Invite local government to conference – free to director of engineering in Houston

· Get senior managers and business involved

· Get OMB to commit to attend

· More “state” or “local” representatives

· Program Suggestions

· Keep/Increase Group exercise (4)

· Keep introduction exercise (3)

· Shorten the introduction exercise (2)

· Eliminate the Group exercise (2)

· Need more networking opportunities

· Include discussion on how Government VE programs are organized/who/where they report

· Have VE program managers present how to become consultants for that agency.

· Continue focus of some Value Analysis innovative applications

· Do a best practices Session

· Have the group exercise result in an action plan

· More Federal topics/papers

· Details on A-131 update

· Recognition of non compliance with Regulations

· Use of motivators by the best of the private sector

· Schedule/Combine with Save

· Start SAVE with Government Conference

· Don’t have the Government Conference on the last day 

· Do not repeat presentations from SAVE conference

· Agenda

· Develop the agenda much earlier.  Describe what is going to be discussed/presented

· Get schedule of events out to participants earlier

· Reduce time of non-govt topics (traffic & hospital management)

· Report on the results of last years group activity

· Keep all presentations to less than 30 minutes

· Provide papers ahead of time

· Limit acronyms

· Keep the same # of topics/schedule next year

· Keep on schedule (2)

· Lunch

· Provide lunch (3)

· Don’t provide lunch (2)

· Limit scope of conference to North America

· Limit the # of powerpoint slides/speaker

· Make presentations easier to read

· Keep presentation with in certain topic range

· Continue social outing

· Cooler Room

· More cookies

· Soft drinks or Iced tea in pm

· Post aggregate of Government VE policies on the web
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