
1;- 1 

The Ilonorable I,ar1.~7 P/inn, Jr. 
Ilousc of Keprcsentat ikrcs 

Dear Mr. IVinn: 

During testimony on ‘June 18, 1973, before the Subcom- 
mittee on Buildings and Grounds, Senate Cominittcc on Pubti c 

;;j/“i 

IVorks , you expressed an interest in hal,ing !;)\\I‘ cxaminc Fcd- 
era1 agencies ’ use of value engineering Si rice we arc cur- --- 
rentiy reviewing‘ ~ this area, we Ielt it night help )‘ou if 
we informed you of the results of our work. Accordingly , IJC 
spoke with your executive secretary on %Junc> 27, 1973, and 
agreed to give you a summary of our efforts. 

In our review, we are ma i.nly cvnluat ing how Federal 
agencies responsihlc for cons‘tructing buildings use value 
cn-g.inecring incentive programs. These programs ycneral l?r _- 
refeFt0 the use of incentive clauses in c.onstruction con- 
tracts to provide financial rewards to contractors and sub- 
contractors who initiate npprovcd cost-saving value cngincer- 
ing proposals. Iire have found that Federal. agencic5 vary in 
their USC of the programs. 

IVc are also examining whether (1) proven \raluc enginccr- 
ing proposals arc circulated enough, both within and axong 
the Federal construct i on a$Tcnci cs , 
applying proven value engiKccring 

and I.21 t11c lllcthocIs t-01 
proposal 5 to fut-urc con- 

struction projects are cffcctivc. 

Agencies whose JII-act.i.ces we arc rc’vi e\ii 11;; arc the 
tZrmy Corps of Engineers;; the Dcpartmcnt 01‘ the Nnv~.; the 
Department of the Air f:orcc; the Cc~rlcr3 1 Scrv I ccs ,!dm i II i 5 trn- 

.? _ 
: 7 

tiori; the Federal Aviation l~tlinjIiistr;ttiorl; tllc 1:rtcrans Ad- 3Cl 
mini s trat ion; the Atomi c I:ncrgy Corm i 5s i on ; the ‘1’~nnss sic{: 16 
Vnllcy 1Zuthor.i t!-; the J)cJ>:Lrtment of Ilcal t-h, Lduc;it ion, and x3 

IVC?lfiil‘t?; and the N;itiona 1 :\~ronaut its ;~nd SJlac‘e IZcllninist~atiorl. 
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1. 

2. 

3. 

4. 

5. 

Establish vnluc cngince?,ing illccntivc. programs. 

Strengthen these programs by pruwoti ng contractor 
and subcontractor participation. 

Adopt uniform value engineering i ncenti vc clauses 
to be included in all construct ~r)n contracts over 
a minimum amount [such as $ IO ,000 1 L( The cl auscs 
should cover such matters a5 sllhcontractor partic- 
ipation in the program a11d the consldcrati 011 to bc 

given l.ife-cycle costs. 

Establish a central organization to (aj review 
and refine all approved value cngincering proposals, 
(1,) develop a procedure f’or catcgor i zing the pro- 

posals by cngincering disci]) j nc and presenting them 
in a clear, concise format, and (c) circulate regu- 
larly to all interested ngcnc i t‘s tllosc proposals 
having widespread application. 

Establish formal procedures to insure\ that each 
agency considers appl)-ing proven vnluc cngi necring 
proposals to all its future project.-;. 

Enclosed is a cop) of our st:l temcil t on v;il uc cng i nccring 
which ICC presented to the Sul~commi ttcc on Juric J 8, 1973. 
This stntcment provides more dctilils on tlic sc01Ie and results 
of our rcvicw, discusses our previous l-cl ices 01‘ value 
cln!:inccr ing , rind set>; Corth $olilC of 111c* I)caIiCfi ts lli3t C;lIl I>C 

deri vcd irom applying value cng i nccr i 11); TV th(\ ions t rut t ion 
process. 



, 

construct ion. Our long,-range p2*n,, (‘ram is cl ircctcd rather to a 
complete and ~omprel~cns~vr~ anxl;,s is, as rehcurces permit, 
of those management techGquc:s 01 tools that promote economy 
and efficiency in Government. In our opinion, value enginccr- 
ing is one of the techniques that can effectively improve 
Covernmcnt operations. 

We have received your letter of July 20, 1373, re- 
questing that we undertake an extensive examination into 
the conduct of value engineering in the Department of 
Defense. We plan to discuss with you in the near future 
the work necessary to fulfill your need. 

We trust the information furnished helps meet your needs 
and shall be pleased to discuss the matter further. IShen we 
issue our report to the Congress, we will send you a cop) 
to give you more details on our review. 

Sincerely yours, 

of the United States 

Enclosure 

3 



STATEMENT OF 

ROBERT G, ROTHWELL, DEPUTY DIRECTOR 

LOGISTICS AND COMMUNICATlONS DIVISION 

BEFORE 

THE SUBCOMMITTEE ON BUILDINGS AND GROUNDS, 

COMMITTEE ON PUBLIC WORKS 

UNITED STATES SENATE 

ON 

USE OF VALUE ENGINEERING IN CONSTRUCTION OF FEDERAL FACILITIES 

MR, CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE: 

WE ARE PLEASED 

OBSERVATIONS ON THE 

AGENCIES ENGAGED IN 

THE SOCIETY OF 

TO APPEAR HERE TODAY TO PRESENT OUR 

USE OF VALUE ENGINEERING BY FEDERAL 

FACILITY ACQUISITION, 

AMERICAN VALUE ENGINEERS DEFINES THE 

APPLICATION OF VALUE ENGINEERING TO TM CONSTRUCTION PROCES! 



. . . 
ENCLOSURE 
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GENERALLY AS THE CONSIDERATION OF ALTER~~ATIVE WAYS OF CON- 

STRUCT:i;G A Flil~Ll-I'Y, AND THE SELECT1Ofij OF THE MOST COST 

EFFECTIVE ALTERNATIVE, THE ZI!ST i_l-i'C_CTIVENESS CAN BE 

MEASURED IN REDUCED CONSTRUCTION COST, REDUCED OPFRATION 

AND MAINTENANCE COST, A HIGHER QUALITY PRODUCT FOR THE SAME 

COST, OR SOME COMBINATION OF THE THREE, IN SHORT, VALUE 

ENGINEERING CAN BE REGARDED AS A SEARCH FOR EFFICIENCY, 

ECONOMY AND UTILITY, AND IN THAT SENSE IT HAS UNIVERSAL 

APPEAL, 

THE CONSTRUCTION INDUSTRY IS CURRENTLY IN A PERIOD OF 

RAPID CHANGE, IN THE LAST FE\/ YEARS THE PRESSURE OF SHARPLY 

RISING COSTS OF LABOR, MATERIALS, AND MONEY HAS GIVEN A 

SENSE OF URGENCY TO ATTEMPTS TO PUT THESE RESOURCES TOGETHER 

IN WAYS THAT WILL PROMOTE MORE ECT)NOMICAL CONSTRUCTION, MANY 

INNOVATIVE CONSTRUCTIflN TECHNIQUES--1NCLUDING CONSTRUCTION 

MANAGEMENT, TURNKEY, FAST-TRACK, AND INDUSTRIALIZED BUILDING-- 



ENCLOSURII 

> . 

ARE BEING TRIED IY l?OTH PWATE 4YD GOVERNMENT CONSTRUCTION, 

ALL THESE TECHNIQUES SEEK THE SAME OBJECTIVES--REDUCTION IY 

COSTS; SHORTENING OF THE CONSTRIJCTIO~ CYCLE; IMPROVEMFNT IN 

DESIGN; SELECTIO"! OF THE BEST RUILDIYG MATERIALS; AND IMPROVE- 

MENT IN QUALITY, 

THESE TECHNIWS SERVE AS VALUABLE TOOLS TO MANAGEMENT 

IN ITS QUEST FOR ECONOMY AI‘ID EFFICIENCY IN CONSTRUCTION, 

VALUE ENGINEERING IS ONE OF THESE T@OLS, AS DISCIlSSED LATER 

IN THIS STATEMENT, VALUE ENGINEERING CAN BE USED THROUGHOUT 

THE COYSTRKTIOnl PROCESS AND CAli BE ACCOMPLISHED BY BOTH THE 

IN-HOUSE EFFORTS OF FEDERAL AGENCIFS AND BY CONTRACT, 

OUR OFFICE HAS BEEN, AND CONTINUES TO BE, INTERESTED 

IN THE APPLICAT IOR @F VALUE EK IVEFPIYG TO FEDERAL CON- 

STRUCTION, OUR INTFRETT IN VALUE ENGINEERING IS PART OF 

OUR OVERALL EFFORT TO PROMOTE AND ENCOURAGE THE USE OF 

BUILDING METHODS AND TFCHW'UES THAT MAY HELP CURB THE 

CONSTRUCTION COST SPIRAL, 
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REPORTED BENEFITS OF 
VALUE ENGINEERING 

BEFORE DISCUSSIf% GAO'S PAST A!W PRESENT REVIEW EFFORTS 

WITH RESPECT TO VALUE ENGINEERIYG, I \~.'OULD LIKE TO MENTION 

(1) SOME OF THE EEhJEFITS REPORTED BY AGENCIES AS A RESULT OF 

APPLYING VALUE EfJGINEERING Tr) THE CCWTRUCTION PROCESS, AND 

(2) SOME SPECIFIC EXAYPLFS r)F VALUE ENGINEERING IN OPERATION, 

AT THE 1972 NATTOYAL CONVENTION OF THE SOCIETY OF 

AMERICAN VALUE ENGINEERS, THE CC)RPS OF ENGINEERS REPORTED 

THAT ITS TOTAL VALUE ENGINEERING EFFORT HAS PRODUCED AUDITED 

SAVINGS OF OVER $200 MILLION SINCE 1964, IN ADDITION, THE 

CORPS NOTED THAT IT HAS SAVED 14 PERCENT ON THE COST OF 

REPETITIVE-TYPE BUILDINGS BY APPLYING VALUE FNGINEERJNG TO 

PROTOTYPE DESIGNS, 

I!! DISCUSSI!dG ITS VALUE FNGIYEERING INCFNTIVE PROGRAM 

AT THE CONVE!ITION, THF CORPS STATED TH4T SINCE 1964 IT HAS 

APPROVED ABOUT 1,400 OF THF APPROXIMATFLY 2,200 PROPOSALS 



SUBWXD P,Y CONTRACTORS, ( I!4 GENFRAL TFWS, VA LUF Ef\JrjI- 

NEERING INCEFilTIVE PROGRAK KEf$i Tc !!?F 9F IWNTIV! CLPUSFS 

Ihd CONSTRUCTION CONTRACTS TH4T PW'JDE WJPKIPL QFWARDS 

TO CONTRACTORS AND SUBCONTRACTORS K-IO DIXLOP APPROVED 

COST-SAVING VALUE ENGIWERINF PROPOSALS,) THE CORPS NI)TED 

THAT THE APPFWFD PROPr)SALS HAVE RFSULTFn IN SAVTK? 9F 

ABOUT $14 MILLION--$7 "IILLION FOR THE COPS AND $7 YILLIOY 

FOR THE CONTRACTORS, THE AVERAGE CAVIYGS TO THE GO'KPr!W!NT 

ON EACI-! APPROVED CONTRACTOP PROPOSAL MS APPROXT'MTELY 

$5,000, 

UNCLOSURE 

AT THIS SAME COWENTIO!, TK IliPARTMEFIT OF t!EALTt!, 

EDUCATION AND b'ELFARF STATED TH4T ITS IWWSE VALJJE F?lGI- 

NEERING EFFORTS HAVE RESULTED IN SAVIWS 3F $92 PILLION 

ON ITS DIRECT CCWTRUCTION "ROGRAP, THE GEW?AL SFPVICES 

ADW~ISTRATION, IfJ JTS PRFSE~TATI'I~! P.T THE Cr)!W!TIW, 

REPORTED THAT DURING THE FIRST 9 MQNTl-6 QF ITS VALUE 



IN SAVINGS bIITH CO!lT??CTORC, 

A"IOTHER WAY 0F VIElWK A VALUE EWNEFRIW PWKRA"1 

IS TO COMPARE SAVI~IGI;: FRWI THE PROGRAM t!ITH THE COST OF 

OPERATING THE PROGRAM, FOR FISCAL YEAR 1972 TF1E CORPS OF 

ENGINEERS REPORKD THAT FOR EVERY DOLLAR IT SPENT ON VALUE 

ENGINEERING IT RECEIVED A RETURN OF $23 IN SAVINGS--$40,8 

MILLION IF' SAVINGS OARED TO $1,75 'WLION IN PROGRAM 

OPERATING COSTS, FOR THIS SAME FISCAL YEAR; GSA ESTIMATED 

THAT ITS VALUE ENGINEERING INCENTIVE PROGRAM PRODUCED SAVINGS 

OF OVER $1 MILLIO"l COMPARED TO OPERATING COSTS OF ABOUT 

$130,000, 

SPECIFIC EXAMPLES r3F 
VALUF ENGI!!EER IPiG 

I WO1.lLT) NOW LIKF TO CITE THREE EXAPlPLES WICH, b/E 

RELIEVE, SHOb! THAT VALUE ENGINEERING CAN BE APPLIET) EENE- 

FICIALLY THRr)UGHC%tT THE CONS?RUCTIOY PRCKESS, THE FIRST 



. 
liN(:I,C)Slr!;‘: 

THE AWL I CAT I ON OF A PROVEU \'fU.!.fF i- '?r: ! "If33 1'5 PROPOSAL To 

SUEIEC!!E!~T PROJECTS, THE LAST EX!?lRLE DEW?IFFS THE 

MEA!?If!GFUL RESULTS ?-HAT CAN RF O~TAIWD WHEN VALUE EN51- 

NEERING IS APPLIED T3 STAP!DARD DESIQ!S, 

EXAMPLE #1 

14 AUGUST 1371, F't?TC)R TO THE ESTAPLISHMENT OF ITS FORl"AL 

VALUE EWrdEERI F!G INCENTIVE PPOGPAM FOR CONTRACTORS, THE 

GENERAL SERVKFS fiDMINICTRATIQN (GSU Ab!ARBED A CONTRACT FOR 

THE CONSTRIJCTUN OF A FEDERAL WFICE MLDING If! CHICAGO, 

AT THE SUGGESTION OF THE CONTRACTOR GSA IF!CLUDEr-) A VALUE 

ENGINEER I NG INCENTIVF CLAUSE I Y THF CONTRACT, THF CLAW 

PROVIDED FQP SAVING? OY THE IFIIITJAL CONSTRUCTIWI COST ARISING 

FROM THE CONTRACTOR'S PROPOSALS TO DE SHARED 70 PERCENT RY 

'WE GOVERNMENT AND 30 PERCENT RY THE CONTRACTOR, (THE VALUE 



.  
I  

,  11, 

CUCLOSIJRE 
. 

UNDER ITS FWMAL PRfW4M PRWIXS THAT THE CWIT"ACT?R ,4ND 

GOVERNMENT SHARF EQt!ALLY I"1 AP!Y SWINGS Ihi INITIAL CW 

STRUCTIflN COST,) 

GS.4 HAS RFPORTFD THAT, 4: OF JUNE 1972, THE CO!;TRACTOR'S 

VALUE EWX'!EERING F?WPOl;lLS RFSIILTED J'\I S4VJWC TO THF 

GOVERNMENT OF AROUT $l,O@O,OOO OW THE INITIAL CONSTRUCTION 

COST flF THS PROJECT, 

EWIPLF #2 

THE CORPS OF EWIWF!'S FORT W?Ttl DISTRICT, ACTING 

AS THE CONSTRUCTW AGEb'T FOR A R4NDr)LPt-t AIR FORCE RASF 

PROJECT, FECEIVED A VAL!IE: FNGINEERING PROPOSAL FR@b A 

CONTRACTOR SPEC IFYM P CHAWE 111 THE MATERIAL USED FOR 

ENCASI!?G UWlEPGROUND ELFCTR IC CAFLES, THE PROPOSAL Ik'As 

INITI4LLY REJECTED PECAUSE AIR Ff-WX SPECIFICATKM DID NOT 

PERNIT THE LtSE OF THE SUGGESTED MBTERIBL, THE CORPS' FORT 

Y 



ICT, Ptl ICI 4 bAS USING THF 'SUGGISTFD MCTERIAL ON 

ITS (?\Iy PROJECTS, ESTIYATED THAT USE OF THIS FIATERIAL WULD 

SAVE THE ATR FORCE OVER $100,000 PER YEAR ON CWTRACTS 

ADMINISTERED BY THE CORK FORT WRTI! DISTRICT ALONE, THE 

CORPS b/AS ABLE TO CONVINCE THE AIR FORCE TO AMEF!D ITS SPECI- 

FICATIrlNS TO PERMIT THE USE OF THE NE!d EATERIAL, 

ENCLOSURE 

EXAMPLE #3 

THE SAVANNAH DKTRICT T)F THE CORPS OF ENGINEERS 

PERFORMED AN INTEWAL VALUE ENGINEERM STUDY OF THE STANDARD 

DESIGH FOR FIVE 4PMINISTRATION AND STORAGE BUILDINGS, THE 

STUDY PRODUCED SEVERAL REVISIONS TO THE STANDARD DESIGN THAT 

KERE SUFSEXIENTLY ADOPTED FOR CORPS-b'IDE USE, AT THE 

SAVA?!W DISTRICT ALOYF, THFSF DESIGPI RF'!ISIONS REWLTED IN 

ESTIMATED SAVIYGS T)F 87?4,000 ON NINE SPECIFIC PROJECTS 

DURI~~G FISCAL YEARS 1SCS THROUGH 197k 



ENCLOSURE 

F'9ST GAO RiXEK 9F ----- 
VALUE E!JGI!iEERI!& - 

IN A REPORT TO THE CONGRESS IPI 1965 !4! St-WED TH4T 

THE MARITIME ADMIbJISTRPTIOW HAD WT REOUIRED SHIW4'iERS 

TO INCORPORATE APPROVED COST-SAVING VALIJF EYGINEERIYG 

PROPOSALS IPI THE DESIGN AND CONSTRUCTION OF SW'S UNDER 

THE CONSTRUCTIOM-DIFFFRE'fTIAL SUBSIDY PROGRAM, AS A RESULT, 

THE SHIP0WPIIEP.S HAD f'l0T REALIZED THE rYAXIMUM COST SAVIWGS 

ASSOCIATED FITI-! CONSTRUCTION, AND W-JRITITJIE'S SUPSIDY PAYflENTS 

HAD BEEN INCREASED RY ARf-UT $1 MILLION, 

ALTHOUGH THE MARITIME ADPWISTR4TIOM WESTIONED OlIR 

ASSESSMENT OF THE AMOUNT OF THF REPORTED IPJCREASE IN SUBSIDY 

P4YMENTS, IT AGREED TO MAKE PROW! COST-SAVING VALUE ENGI- 

NEERING PROPOSALS MANDATORY Fr)R SUFSIDY COMPUTAT 19N PURPOSES, 

IrJ JUNE 1971, THE MARITIME ADMINISTRATION DISCONTINUED 

THE REfX!IREYENT THAT V4LUE ENGINEERING PROVISION5 RE INCLUDED 

IhI SHIP CONSTRUCT ION CONTRACTS, IN M4Y 1972 WE REPORTED 



HAD ACCOI THAT M4RITIF?E'S VALUE ENGINEERING PROGRAM .tr!TED 

FOR REPORTED SAVINGS OF $21_,5 MILLIOh IN SHIP COt\!STRUCTIO~! 

COSTS SINCE 1957, FFCAW W THE SWSTAYTIPL S4VINGS 

REALIZED, AND THE POTENTIAL FOR FUTURE SAVINGS, WE EXPRESSED 

THE EELIEF THAT THE VALLtF ENGINEEt?ING PR'XWJ'l SHOULD NOT 

BE ELIMINATED, 

IN RESPONDING TO OUR SUGGESTION, THE DEPARTMENT OF 

COMMERCE AGREED TO RETAIN CERTAIN FEATURES OF THE SHIP 

COb!STRlJCTION VALUE ENGINEERING PROGRAM RUT CONTIWED TO 

OPPOSE THE MANDATORY IYCLUSION OF PROVEN VALUE ENGINEERING 

CHANGES IN FUTURE SHIP CONSTRUCTION PLANS AND SPECIFICATIONS 

I?ECAUSE IT WULD EE AY IYPOSITION ON SHIP OPEt?ATORS, 

I"J 1969, \/E ISSUED A REPORT TO THE CONGRESS ON OUR 

REVIFW OF MANAGEMENT P,Y THE DEPARTMENT OF IlEFEfdSE (DCID> 

OF ITS VALUE ENGIYEERING INCENTIVE PROGPAM FOR CONTRACTORS, 

TtiE PROGRAM b/AS 1NTF"tDED TO STIMULATE CONTRACTOR DEVELOPMENT 

II 



OF VALUE ENGINEERING PROPOSALS FOR RIDttCIK THE CnSTS nF 

DESIGNING AND MANUFACTURING PRODUCTS, K'FOUND TtlAT THE 

PROGRAM G/AS NOT PRODUCIPJG THE DESIRED RESULTS, ANP WE MADE 

A NUMBER OF RECOMMENDATIONS TO DOD FOR ENHANCING THE PROGRAM, 

DOD SUBSTANTIALLY CONCURRED k’ITH OUR FINDINGS AND AGREED TO 

TAKE A NUMEER OF WRRECTIVE ACTIONS, 

CURRENT GAO REV I Eb' 

OF VALUE ENGINEESIK - 

WE ARF CURRErdTLY COMPLETING r! RFVIEGI OF THE USE OF 

VALUE E’WNEERING IFJCENTIVE PROGR.4MS BY THE PRINCIPAL 

FEDERAL CONSTRUCT ION AGE?lC IES, AS MENTIQNED FARLIER, IF1 

OUR OPINIO?J, VALUE E1!GIFtEERING HAS APPLICATION THROUGHOUT 

THE FACILITY ACWZITIOB PROCESS, VALUE ENGINEERING 

I~tCEFlTIVE PROGRAMS APPLY TO THE FINAL PHASE OF THE PROCFLSS-- 

THE CONSTRUCT JOPt PHASE, 

I?t T/-K REVIEW, b]E ALSO EXAMINE? INTr3 (1) THE EXTENT 

To w-m-! PROVEN VALUE ENGINEER~~~G PRwnsALs ORE CIRCULATED, 
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EQTti G’JTt’ IF“? Pin (3 THE 4DEQUACY 

OF Ci.RREFU- PROCFlDllt33 FOF‘ fiF'PL.YING F'FOVF$ VALUE F~GINFERING 

Pt?fll'cISALI: TO FUTURE i.:~#KTF(KTIOFt i;i‘KKC?S, Ar,F?C I ES 'dHOSE 

PRACTICES \I'E REVIEk'FD APF %A, TI?E FEIKRAL AVTIITION AD/W!- 

ISTRATIQN, THE VFTFf%Q /!DMI!!ISTPPTION, THE A-l-O!?IC EVFRGY 

COMKZ I ON, Tt-!F TE!'J"iF"SEE VALLEY AUTKORIJY, THE DFPARTFENT 

OF HEALTH, EDUCAT YON AND KLF4RFI, THE FiATIONAL AESONAUT ICS 

AND SPACE ADr?II\! IS?~ATIr3!~, TtiE I\RMY I:r)RPS r)F FNG INFERS, Ar\lD 

Tt!E DEPART~E?iTS r3F THE /‘JAW Ab!I, T!-!E AIF FORK 

THE REVIF\! SHOWED THAT, ALTHOllGH SEVERAL r)F THE AGENCIES 

ARE ACTIVELY SEEKIrlG TO PROKO-fE VALUE FWINEERIW, I'KREASED 

EFFORTS ARF NFEDFD Ft?Ofrt ALL THE AGENCIES IF! ORI-XR TO REALIZE 

THE FULL PQTEF!TJAL KNEFiTS THAT CAF! PE DFRIVED FROM APPLYIF!'; 

VALUE ERG INEE!?I% Tr, Cf-KTRtlCTlllr~~, 

VALUE ENGf~~.lflG l']VF P&jGf?AM:: 

WE_ FOUND I,!IDE VARIAFKFS IN THF F_~~PtKK GIVEN VALUE 

EXXEERIK IPW!TIW P%‘X~A~~ r:Y TtK &EYCIES C’F REVIEWED, 

ENCLOSURE 



EKCLOSURE 

FOUR, OF THE 4WCW t:AV' WD PblGRArjl? FOR APm(lllT 8 YEPRS, 

T'rlO HAVE KCENTLY ~!JITIATCrj PROrJRA~:, Wl 'FOUR HAVE NO 

P!mfwS, \JE CSLSC Ffl'!YD WOP. !-HFFERCYCFS IPJ TIE PROCEDURES, 

OPERATIONS, AND DEGREE W EMPHASIS GWEN THE PROGRAMS IN 

OPERATION, WE RELIEVE THAT THE EWTENCE OF THESE VARIAKFS, 

PARTICULARLY AS REGARDS THE AMOU?IT OF EFFORT PUT FORTH BY 

THESE AGENCIES TO FPrlYOTF THEIR PROGRAMS, HELPS EXPLAIN bIHY 

SOME OF THE AGENCIES HAVE EYPFPIENCFD GREATER SUCCESS THAN 

OTHERS, 

OUR PEVIEkl SHOWED THAT THE VALUE ENGINEERING INCENTIVE 

CLAUSE BF ING USED BY FOUR OF THE AGENCIES IS TOO UNWIELDLY 

AND NOT DIRECTED SPFC IF1 CALLY TO CONSTRI!CT ION, MOST AGENCY 

PERSONNEL AND CONTRACTORS PREFERRED THE ONE PAGE CLAUSE 

CURRENTLY XIW I!SED BY GSA AND THE VETERANS P9MINISTRATIONa 

THIS CL/WE WAS DESIGNED SPECIFICo4LLY BY GSA FOP USE IN 

CONSTRUCT 101' CONTRACTS, 



.  ENCLOSURE 

(11 CERTP.IN OF THE CLAUSES Dfll NOT PROVIDE SPECIFIC 

SHARING P/W?? FOR SUIWlNTRACTORS PS WELL 4S 

CW'!TP,ACTOPS, IU I)tJR OPINION, A!'! AGENCY SHOULD 

ATTEMPT TO MAKE USE OF VALUE ENGINEERING IDEAS 

FROM EOTH COqTPACTORS AP!D SUBCONTRACTORS, 

(2) ONE AGENCY 5 INCE~TJVE CLAUSE ONLY ALLONED 

SAVINGS @N THE IMTIAL CONSTRUCTIO! COST OF A 

PROJECT, NO CONSIDERATIOY GIAS GIVEhI TO SAVIYGS 

I RI OPERAT I rClfJ AND PA I NTEMANCE COSTS, C!E BELIEVE 

THAT LIFE-CYCLE COSTS SHOULD BE SUBJECT TO VALUE 

ENG I ?IEER I b!G SINCE I)PERAT I ON AND MA I PITENANCE COSTS 

SAVINGS COHLr) FAR EXCEED IMTIAL CONSTRUCTION 

COST SAVIUGS, 

(3) THERE '&RF WF VARIAMF!S REGARDING THE !WlIMUM 

C'lYTRPCT SIZE FOR INCLUDING 4bI INCENTIVE CLAUSE, 



I3JCLOSURE 

ONE AGEKY IISF!l A $iG,GGG fJP; OVER CUT-OFF PWIT, 

OTHER AfiEKIES RANED FF?O~ $50,000 ND GVFP TO 

$500,0G0 m-l OVER I .?EVFPAl 4GENC IF, EY Jr\lCLllDIr?G 

AND IKEr\l!TIVE CLAUSE I'4 ONLY THN COf?lTRACTS 

EXCEEDING ",IOC,OGO, EFFECT I VELY ELI!! I XATED !!GST 

OF THEIR CONSTRUCTION CONTRACTS FRO4 Tt!EIR IYCEY- 

TIVE PROGSAMS, IF! OUR OPINIOF!, IXCAUSE r)F THE 

POTEPJTIbL REPETTTIK WI! OF AN APPKWI VALUE 

ENGINEER IW PWPOSAL, JT k'r)ULD f!E IN THF IlTE?EST 

OF THE KIVERNWIT TO INCLUDE THE CLAUSE IN ALL 

CO"4TRACTS EXCEPT THOSE OF VERY SMALL SIZE, 

OUR PEVIEb' OF VALUE EllGIMEERIF!G IKENTIVE PROGRAMS 

ALSO SH@!En THAT Tl-K RELATIVE SUCCESS OF AN INCENTIVE PRG- 

GRAM I'; WOPORTIONPL TG THE Ab!OU?IT OF EFFORT AN AGEKY 

E>(.PE!DS TG PROKITE THE PWGRAK SWRAL AGEKC IES HAVE 

DEVELOPEE AN EXTEI\!:JVE W?WlTIONPL PRflGRAM FOR TtW R 0!4l 



. .‘. ’ 

ItNCLOSIJKE . 

OTHER AGENCIES LIKIT THEiR EFFORTS Tr) IF!CLUSION OF THE 

CLAUSE OR A REFEREKE TO THE CL/WE I!l TI'E C?NTQ4C-T, 

CIRCULATIO!! OF PKWFPJ VALUE 
ENGINEERING PROPOSALS 

WE RELIEVE THAT ONE OF THE F?W- IPPORTANT PEWFITS OF 

A PROVEN VALUE ENGINEERING PROPOSAL IC ITS 4PPLICATION TO 

FlJTURE PROJECTS, Tt'RQIJGt! INTFQ-AGENCY 4M INTRA-PGEYCY 

CIRCULATION OF PROWJ PROPOSALS, IT JS POSSIP~LE TO PRING 

TO THE ATTEPSTION OF THOSE RESPONSIBLE FOR DESIGNING, 

APPROVING, AND COKTRUCTING PROJECTS THE LATEST COST-SAVING 

IDEAS, TFCHN IM3 4N-I MTFRIALS, 

OUR REVIEPf SHWED Tt'AT THERE HAS EEEY ALPlOST NO INTER- 

AGENCY OR INTPA-KEb!CY CJKULATIOU OF PROVEN VAL1!E EbJGI- 

NEERING PROPOSALS, \'E FMJND NO FORTY141 SYSTEU FOR INTER-A'XNCY 

CIRCULATIOY OF PROW! VALllE ENMNEERIYG PrlOPOSALS, \JE FOUPID 
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ENCLOSURE 

INSTANCES k'tlERF (7!JE AGE?JCY LlnULD APPROVE A VALLK ENGINEERIMG 

PROPOSAL ALREADY WOVEN SATISFACTORY RY ANl)TttFR AGENCY, 

I"!TEE-WXY CIRCULATTQJt r)F PROW! VALUE ENG IMERIW PRO- 

POSALS WGHT HAVE PPEVENTED THIS, 

!!'F CESERVED, ALSO, THAT THERE IS LITTLE CIRCliLATIOM . _ 

OF SUCCESSFUL PROPOSALS \'ITHIN AGENCIES, WE FOU"JD ONLY 

ONE AGENCY kJITH Af\!Y FORMAL SYSTEP? FOR CIRCULARIZING APPROVED 

PROPOSALS THRr_)l!Gt-!Ol!T ITS FIELD IYSTALLATI'lNS, FURTHER, 1'4 

THIS IFISTANCE, AGENCY FIFLD PERSONNEL UWIDE'RED THIS SYSTEM 

INEFFECTIVE RECAUSE THE PROPOSALS WERE NOT CATEGORIZED EY 

ENGINEERING DISCIPLIl!E AF!D THERE KAS INSUFFICIEb0- INFORMATION 

T'J EVALUATE THE PROPOSALS, 

I-/E PJOTED INSTANCES !dtIERE FIELD I NSTALLAT Ic)FIS HAD APPROVED 

VALUE ENGINEERING PROPOSALS THAT HAD PREVIOUSLY EEElJ APPROVED 

EY DIFFERENT FIELD Il/STALLATIOFtS OF THE SAME AGENCY, INTRA- 

AGENCY CIRCULATION l?IGHT HAVE 4VOIDED THESE DIIPLICATIONS, 

THUS SAVING THE GOVER"I!'tt3T MONEY, 



. .’ * 

ENCLOSLJKI: 
. 1 . 

b'E EELIEVF THAT A CE?TRAL SYSTEII FOP 4NALVZIFIG AND 

CI~CULATIF~G PRIIVEF\' VAL!!E F.&I~~!F:FF!IK PrlOPT)SALS, RnTI1 Apr)FIG 

AND bITHIM AGENCIES, k/QiLD GREATLY EXP:?MD THE APPLICATION 

OF SKH PROPOSALS, 

FI)RMAL PROCEWRFS FOR A"pLWG 
VALUE ENG I "JEE9 I file; PRflPOSPLS 

IWORMING AGE'KY PERSr)r\3NEL OF APPROVFD PRflpOS4LS G/ILL 

NOT ASSURE EFFFCTIVF USE 0F THE PWPOSALS, AGFKIES SHOULO 

HAVE, ME RELIEVF, DFFINITF PROCFDURFS THAT WILL RESULT Ir\l 

POSITIVE EFFORTS TO ArlOPT APPRQVEO PROPPSALS TO FUTURE 

PROJECTS, 

OUR REVIEW SHL'b'ED THAT MOST AGENCIES DO NOT HAVE SUCH 

PROCEDURES, I-IAVI WC1 FORMAL PROCEDURES FOR APPLYING PROVEN 

PROPOSALS T(3 FUTURE PROJECTS SHOt!LD PROVIDE GREATER ASSUR- 

ANCE OF MAXlMUM COST SAVINGT FROM THF VALUE EWWZRING 

I KENT IVE PROGRAM, 



. 

. ENCLOSURE 
c 

FURTHER, HAVING; SUCti Fl8Wl!lRES StlQIJLD AVOID THE ADDED 

COST TO TIIE GOVER3'XI"!T 01' ~X'!K FOR DtJl'LI,CATF PP'2POSALc, 

t/E OfjSE YE2 THAT C\(JJJC 1 i-::; !:$f:, 1 i::l.!;.'y ,'AFF'Rr)VFD I DEflT ICAL 

PRGPOSALS, IN OM CASE, THE SAME FIELD OFFICE OF AN AGENCY 

APPROVED THREE IDWTKAL PROPOSAL5 SUEYITTED I3Y CONTRACTORS 

OVER A 2-M YWR PFfWX 

POTENT I AL FOR I MPRW ! “K PROGRAM --- -___- ..- ---.-.--_--- 

BASED ON OUR REVIEh’., ‘JE FFLIFW Tt!E!?F T S ‘?-YK5JDERARLE 

POTENTIAL FOR I~!CREASIYG THE WKFITS THAT CAY RE DERIVED 

FROM THE FEDERAL CONSTRUCTIOFI AGENCIES' VALUE ENGINEERING 

INCENTIVE PROGRAMS, THE STFK TtIF\T MIGHT EF TAKEN INCLUDE: 

il) FSTARLISWK F V!iLIJ;: EMINEFRI!!~ INCEYTIVF 

PROGRAM IN TtifW FEDCRAL AGFNC KS .THfiT DCI !WT 

YE-I HAVE :,liC tj F\ F’lhjGbV : 

!I?) 7TPEGTJ I’] r:i; T!!E: &EYK 1 F’ ’ ?PLtJE El.15 1 NEER I PJG 

I NCEb!T IVF f)Q! $iUYS hY I W!EAS I F/G PROMllT 10YAL 



ENCLOSURE 

(3) DEVELOPING ST/?h!DARDIZE~ :\,'AhC Cl'iblNEEfWK INCEN- 

TIVE CLAUSES FOR INCLUSION 1Y THE AGENCIES IN ALL 

CONSTRUCTION CONTRACTS OVER A filINI/'!UY AMflINT 

(SUCH AS $10,000); THE CLAUSES SHCJULD COVER SUCH 

MATTERS AS SUBCONTRACTOR PART ICI PAT 13N IPI THE 

PROGRAM AND THE CO%IDERATI@N TO FE GIVEFJ LIFE- 

CYCLE COSTS; 

(4) ESTABLISHING A CENTRAL ORGANIZATION TO (A> DEVELOP 

ALL APPROVED VALUE ENGINEERING PROPOSALS, (B) 

DEVELOP A PROCEDURE Tr! CATEGORIZF THE PROPOSALS 

SY ENGINEERING FISCIPLINE ANT) PRESENT THEM IPl A 

CLEAR, CONCISE FORMAT, Al!D X.1 CIRCULATE TO ALL 

Cr3WZ4YT AGEWXS WI A REGULAR BASIS Tt!OSE PRO- 

WSALS THAT APF'EAR TO HAVE WFSPREAD APPLICATIO!!; 
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l I I:NCI,OSUKE 

APPLY I NG PROVE~I WUJE ENG !. NEERJ NG PROPOSALS TO 

ALL OF ITS FUTUPE J'ROJECTS, 

FUTURE GAO AUDIT EFFORT 
IN VALUE ENGINEERWG 

WE DO NOT CONSJDER OUR CURRENT REVJEbJ AS THE LAST OF 

OUR EVALUATJOMS OF EFFECTIVENFSS OF WALK EYGINEERING 

PROGRAMS I"' FEDERAL CONSTRUCTIC?J, OUR LONG-RANGE PROGRAM 

IS DIRECTED TO A RATHER COMPLETE AND COMPREHENSIVE ANALYSIS, 

AS RESOURCES PERMIT, OF THOSE MANAGEMENT TECHNI~IJFS OR 

TOOLS THAT PROMOTE FCONOMY AND EFFICIENCY IN GOVERNMENT, 

IN OUR OPINION VALUE ENGINEERING IS ONE OF THE TECHNIQUES 

THAT CAN BE EFFECTIVE IN IMPROVING GOVERNMENT OPERATIONS, 

MR, CHAIRMAN, THIS CONCLUDES OUR STATEMENT, WE WILL 

BE PLEASED TO RESPOND TO ANY fSl.iESTIONS YOU MAY HAVE, 




