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ABSTRACT

This paper discusses the availability and
application of user-friendly software that helps the
user understand the imponderables of his project.
The discussion deals with construction issues and
poses examples of cost estimating as seen from an
evolved, higher cost estimating perspective. This
perspective can be obtained through the use of new,
easy to use Monte Carlo simulation techniques,
which should find usefulness in the VE arena as a
tool for learning more about cost exposure and
probable limits. Further, applications of these
software tools are not limited to cost estimating.
Most of the packages are suitable for applications on
a broad range of subjects, totally unrelated to costing
construction.

INTRODUCTION

It is the routine practice in cost estimating to see
the estimate as a static document. The goal of the
estimator is to go through his processes and finally
draw a box around the bottom line figure and declare
the bottom line represents his professional opinion of
the project cost. Owners typically cast this dollar
figure in bronze and await the outcome to see how
good the estimator is at his profession. The owner
may well be burned by the actualities in the
marketplace.

Also, routinely, the only thing that stands
between the estimator and a great deal of pain is the
validity of the contingency percentage he has tacked
on to the estimate. It is this contingency that
addresses the imponderables which might affect the
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cost outcome. After all, it is sometimes not as
important what happens when the bids are opened, as
what happens along the course to project delivery.

This article illustrates one approach to
addressing these unknowns.

THE UNKNOWNS

The unknowns are those non-cost variables that
drive project managers and owners to distraction.
They include:

Changes in tax laws

Crisis in energy availability and costs

War

Peace

Labor shortages which can occur due to:

+ Strikes

¢ High work volumes in select trades

+ Shortage of trades in specific geographic
areas

+ Inability to pay local iabor rates

Material shortages and delivery delays

Changing environmental regulations

Weather

Design problems

These unknowns beg the following questions:

How can one realistically expect to cover such
variables with a contingency percentage?

How much contingency is enough?






