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TITLE
Identification of Best Practices in Cost Estimating of Preconstruction Services
BACKGROUND / NEEDS STATEMENT

In light of funding uncertainties and tightening budgets, State Departments of Transportation (DOTs) are facing increased pressure to improve efficiency and reduce the costs of developing and delivering highway improvement projects, programs, and services.  The ability to reasonably estimate the scope and costs of preconstruction services and activities (performed by agency staff and/or consultants) is integral to programming and budgeting functions of State DOTs and in the planning, development, and administration of programs and projects.  
Estimating practices vary greatly from State to State and even vary substantially within an agency for different types of necessary preconstruction services.  There are also significant differences with the systems, policies, procedures, guidance, and resources that are available to support cost estimating within each State DOT.  The cost estimating practices of local authorities rely almost entirely on the guidance and resources that are available from their respective State DOT.  The variances of cost estimating practices are most evident when consultants are procured to provide the desired services.  Experience has shown the cost of consultant services continuously change from the initial concept and development of the scope of a project, negotiation of a fair and reasonable compensation with selected consultants for the desired services, and through remaining phases in the completion of a project.  
A 2005 survey performed by the AASHTO Preconstruction Engineering Management Technical Committee indicated a continuation of a trend with State Departments of Transportation (DOTs) increasing their use of consultants, as well as, an expansion of the range of services consultants are providing beyond the traditional engineering functions.  DOTs and local authorities are using consultant services to develop and deliver their highway improvement programs and specific projects and to support all activities and functions that are required during the life cycle of a transportation facility.

A 2008 Government Accountability Office Report
 also confirmed the increased reliance of State DOTs on consultants to deliver the Federal-aid highway program.  The Federal Highway Statistics
 show that States spend more than $9 billion per year on preliminary and construction engineering activities.  Staffing limitations, hiring freezes, and other constraints that are facing DOTs and local authorities suggest the use of consultants will only increase.  As consultants provide more and more of these necessary services, the ability to effectively estimate the cost of these professional services becomes increasingly important.

Uncertainties at the outset of the project development process, such as range of alternative solutions, evaluation of mitigation strategies (e.g., environmental, safety, traffic), and other decisions that may occur in the development of project make the estimation of the scope and cost of preconstruction services challenging, especially engineering and design related services.  Extensive research and guidance has been developed regarding construction cost estimating, however, there is no national guidance available for the estimation of preconstruction services.  Access to reliable and current cost estimates are critical to ensuring that public funds are spent appropriately.  As such, this research project is proposed to be the foundation for developing a national guide on cost estimating of preconstruction services.

RESEARCH OBJECTIVE

The objective for this research project is to: (1) identify challenges in developing and using cost estimates for preconstruction services (performed by agency staff and/or consultants); (2) identify successful practices, tools and resources for use in developing and using these cost estimates; and (3) assist in defining a potential scope of services, annotated outline, and issues to address in a national guide on this subject.  
WORK TASKS

Tasks anticipated in this project include the following:

· Review prior and ongoing research and studies related to cost estimating including:  
· NCHRP Project 8-36(72) Final Report, DOT Approaches to Implementing Cost Estimate Management Process Improvements (July 2008)
· NCHRP Report 574, Guidance for Cost Estimation and Management for Highway Projects During Planning Programming, and Preconstruction
· Technical Report No. FHWA/TX-05/0-4297-1, Contract Negotiation Tools for Professional Services on Highway Projects (October 2004)
· NCHRP Project 25-25(39) Final Report, Improving Environmental Cost Estimates (October 2008)
· New York State DOT Project NYMTC-RU0054, Develop Consultant Management Estimating Tool
· TRB 89th Annual Meeting Paper 10-1109, Planning-Level Cost Estimation Georgia DOT’s Innovative Processes and Procedures (January 2010)
· KY Transportation Cabinet Project KYSPR 05-295, Conceptual Cost Estimating Guide
· OK Transportation Center Project DTRT06-G-0016, Procedures and Models for Estimating Preliminary Engineering Costs of Highway Projects
· NCHRP Report 658, Guidebook on Risk Analysis Tools and Management Practices to Control Transportation Project Costs

· NCHRP Project 20-7(278) Practical Guide to Estimating (Ongoing project where the scope is focused entirely on construction project cost estimating)
· Conduct state-of-practice review of State agencies and relevant organizations (e.g., ACEC, ARTBA, AGC, ASCE, NSPE) to identify potential successful practices, tools and resources for use in the development of cost estimates for preconstruction services.  It is expected that many of the successful practices and tools identified will be relevant to all types of services.  However, where focus on specific service types is beneficial, the focus should be on those services required for engineering and design related activities required for standard highway projects (e.g., surveying, preliminary engineering, environmental activities, final design engineering).  
· Review the practices, tools, support systems, guidance, procedures, policies, and other resources available to State DOTs to identify the challenges in developing, using, and maintaining cost estimates for preconstruction services.
· Develop an annotated outline and cost estimate to develop a technical guide on cost estimating for preconstruction services (performed by agency staff and/or consultants).  The guide would be expected to address such issues as the different phases of a cost estimate for contracted services (e.g., conceptual, planning, procurement, negotiation, change orders/modifications), different estimating methodologies, data collection and monitoring of costs as a resource for future estimates, cost estimating systems, policies and procedures, support services and resources, and State DOT strategies for improving organizational cost estimating capability.  
· Prepare a report summarizing current state-of-the-practice of State DOT’s cost estimating practices, documented successful practices, and reference materials that can be posted to the AASHTO website for State DOTs and other agency use.
URGENCY

Funding uncertainties, tightening budgets, agency staffing limitations, increased use of consultants, and the nature of the project development process make cost estimating of preconstruction services especially relevant at this time.  Additionally, there have been a number of recent developments related to consultant services contracting that have increased the national focus on the procurement, estimation, negotiation, and administration of consultant services.  These developments include the: update of FHWA guidance on Procurement, Management, and Administration of Engineering and Design Related Services (July 2011); publication of the AASHTO Audit and Accounting Guide (2010 Edition); Office of Inspector General Audit Report, Oversight of Design and Engineering Firms' Indirect Costs Claimed on Federal-Aid Grants (February 2009);  FHWA National Review Program Report, Consultant Procurement and Administration of Engineering and Design Services (December 2008); and Government Accountability Office Report, Federal-aid Highways: Increased Reliance on Contractors Can Pose Oversight Challenges for Federal and State Officials (January 2008).
A research problem statement to develop this national guide on cost estimating for preconstruction services has been developed and submitted as a priority of the AASHTO Subcommittee on Design to the AASHTO Standing Committee on Research for inclusion in the FY 2013 NCHRP Research Program.  If this proposed 20-7 project was selected for initiation in October 2011, it would streamline and expedite the completion of a national guidance document.  This 20-7 project would be developed and available to support the initiation of this guide if the NCHRP research problem statement is selected. 

The Subcommittee on Design identified the development of this national guide as a high priority and endorsed this problem statement and selection of this project.  
FUNDING REQUESTED AND TIME REQUIRED
It is estimated that this research will take 12 months from date of funding availability to complete and will require $100,000.  
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