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ABSTRACT

The development of new applications for the Value
Engineering (VE) methodology is critical to the
continued growth of the methodology. This paper
discusses a new application of the VE methodology
in the field of condominium reconstruction following
either defect litigation or natural disasters. By
applying VE to these situations, the limited funds
available can be spent in the most effective way.
reinstating those affected by the losses as quickly and
efficiently as possible.

INTRODUCTION

VE is synonymous with the terms Value
Management and Value Analysis - a function
oriented, multi-disciplinary management practice
developed in the 1940's by Lawrence D. Miles of the
General Electric Company. it is used extensively in
many industries including manufacturing, industrial,
government and the construction industry.

The objective of applying VE to a reconstruction
project is to solve problems. and to determine the
"best value". or the best relationship. between worth
and cost in all the reconstruction work that is being
undertaken.

CONDOMINIUM RECONSTRUCTION

This paper deals with condominium reconstruction
following either defect litigation or natural disasters.
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Defect Litigation

In the 1969 California Appellate court case of
Kriegler v. Eichler Homes'. the court held that new
homes were a product, and that the manufacturer,
(the builder) should be held to a strict liability
standard. giving the buyer the highest amount of
consumer protection. This case opened the door to
the construction litigation 'industry’ which has
flourished in California over the past 10 years.

In the building boom of the 1980's there was a
tremendous amount of new residential home
construction. Unfortunately, many of these projects
were undertaken without appropriate controls and
quality assurance systems in place. This resulted in a
high incidence of defective, non code compliant
work. which has fed the current wave of construction
defect litigation being seen in California.

In the last 10 vears, the rate of condominium
construction has declined compared to overall home
construction. According to Tom Torkalson. chairman
of the Assembly Housing and Development
Committee. in 1986 condominiums represented 31
percent of new construction, and by 1996 this share
had dropped to 12 percent; This decline has been
attributed largely to the high risks of becoming
involved in construction defect litigation that builders
and developers face in developing new home
communities.






