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Value Through Knowledge

“The only good is knowledge and the only
evil is ignorance.” [Socrates]
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How much of every £1 that you
currently spend on projects is
spent on the product itself?
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“The first step towards knowledge is to know
that we are ignorant.” [Cecil]
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Agenda

 Why do we need to Change?
 What is "Value™?
 How do we improve?

* The Value Indicator™ System
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Why Do We Need Change?
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TRANSPORTYT UNSCATHED BY U TS

TRANSPORT companies enjoved
a welcome tonic from a
spending blueprint thhat left th=
sectonr largeily unscathed.

Stagecoach shhares
accelerated 1 7-6p to 205 1.
FirstGroup rose 2 2p to f101.5S5p
and Go-Ahead gained 8s8p to
1227 ., despite subsidies for bus
opaerators being cut by 20pc
from 2012, saving an estimmated
F3300mm by 2013150

Rail commuuterrs face soaring
costs, after thh « rma>x<irmusrm
annuaal fare increase was
raised from RPI pius 1Ipc to RP1
Pplus Spc to pay ToOorm new trains.

The Campaign for Bettenr
Transport said the measur=
couwuld add £1, 000 to the cost of
S annnosal Opperators

Daily Mail - Thursday 21 October 2010 (Day after CSR)
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wwill pass thhe extra income to
Thhe state. Transport firmnms
cheered £30bn in investmment,
incluading £1bn for- rail
upgrades, £f66bn for Lomndon
Underground and £E£10bmn on
improvenments to roads and
Ilocal transport.

The £16bn Crossrail project
Wwas waved thrrough, providing
a boost for firms succh as
airports operator BAA., which
has invested hundreds of
millions in the scheme.

The Department for
Transport’s administrative costs
wwill have to come down by a
Tthird, or- £ 10017 a yvyeanr- Bust
transport expert Dimr Ashiley Steel
of KPNMG said thhe DT had
ermerged as thhe “outright
winner” from the review.
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Business As Usual Or Time To
Change?

Cost Predictability 50% 63% (2010 — 52%)
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Construction Vs. Others — Why?
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Median wages Construction costs  Car costs (Mazda MX) Inflation

Product
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What Is “Value™?
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“The Real Value”

« Materials — 12%
 Labour - 14%

Total Value = 26% (Or 26p in the £1)

Where Is the rest and can
we have some more of the
product please!?!
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The Value Indicator™

# Product

8 non -Productive

& Constructor rick

H Constructor fees

H Design Devt contingency
H prelims A

& Prelims B

& prelims C

& Overhead Main

@ Profit Main

© Overhead supply chain
U Profit supply chain

U Client Risk

& client fees

ul Client fees design onlby
& Client contingency

ATOR™
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How To Improve? 1

 \Waste identification & removal ...
» Delay analysis — data

Delay eradication
Process improvements — through planning

Productivity measurement

VvV V VYV VY

Focus on the product

ATOR™
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How To Improve? 2

« Challenge ...
Delay analysis

Transparency
Visibility of data and performance

Benchmarks

vV V VYV Y V

Focus on the product

ATOR™
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Time Is Efficiency!

» About 80% of project costs are based on time
* Greatest loss of time is through ...
1. Poor planning (developing and execution)

2. Project strategies based on packages,
non-optimised plans

3. Delays in the project (usually as a result
of 1 above)

4. Re-work

5. Lack of real data

ATOR™
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Breakdown of Time Base Costs

As % of total costs

Total time based

Profit (less profit on materials)
Overheads

Fees

Prelims

Plant

Labour

1'|II'E

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

ATOR™

Copyright © Value Indicator Ltd 2009 - 2011



Comparison Effects On Total
Project Costs

18.00%

16.00%

14.00%

12.00%

10.00%

8.00%

6.00%

10% saving

4.00%

B 20% saving

2.00%

0.00%
Material procurement OHP negotation System efficiency

ATOR™

Copyright © Value Indicator Ltd 2009 - 2011



The Value Indicator™ System
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Key Aspects

« System Is based on data to improve
project performance

 Visibility of data in a coherent structured
system ...

» Changes behaviour

» Drives continuous improvement

« Single point accountability for data entry
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Components

Cost Module

« Time Module
« Cash Flow Module
Alerts
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‘ Client Adrmin | System Admin

VALUE
INDICATOR™

HOME ADMIN
PROJECT FILTER MULTI-PROJECT BUFFER CHART MULTI-PROJECT VI CHART
Programme
All (=]
_ I Product - Effective
Project Type £ W Froduct - Waste
All E‘ —E M Preliminaries
5 I Design &
~ Professional Fees
CMG test 0 = Overheads
CMG sim 1 Profit
CMG sim2 0 i : -
CMG Simdemao 0 0 0 20 30 l—?D 50 &0 _ 0 80 S0 100
Project Progress (3G)
test time only 0
test_extra 0
AJ Test X1 0
AJ Test X2 0
) Tost X3 . MULTI-PROJECT CASHFLOW PROFILE MULTI-PROJECT CUMULATIVE DELAY
AJ Test Y1 0 £2 500.000
AJ Test CF1 0
AJ Demo 1 0 H Client
AJ Test X4 1 £1,875,0001 Il Design & Surveys
I Process &
Procurement
£1,250,0001 I Productivity
B Statutory &
Regulatory
CE25,0001
410 510 &10 FA0 BAO0 810 1040 1A 1270 141 291 3Nt
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Client Adrmin | System Adrmin

VALUE
INDICATOR

HOME ADMIN
PROJECT OVERVIEW - AJ TEST X4

SINGLE PROJECT BUFFER CHART SINGLE PROJECT VI CHART

Latest: o8 October zoxo

Project Status: Live Project Costs

[ eee (HER J
% FCE Total: £189,631.70
o
£ Walue Indicator Chart - PCE
@
3 B Product - Effective
E I Froduct - Waste
& I Preliminaries
I Risk
I De=sign &
0 10 20 30 40 50 &0 FO 80 90 100 Professional Fees
Project Progress (%) M Insurances
Owerheads
Profit
SINGLE CASHFLOW PROFILE ALERTS

1 alert!
CLICK HERE to enter cashflow module.

£250,000 Live Project Costs greater than 10% of Pre Contract Estimate
£187.5001

£125.0001

EG2 500
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A View To The Future?
| |vear1  |vears2to5 |Year6Onwards |

« System in place * System bedded in * System is the norm
» Culture change starts + Continuous Improvement Data is driving

. Start using data culture at client level improvement

* Supply chain use system Supply chain drive
improvement

Rate of Change = Cultural Development

Benefits

l Costs W 5to 10% Costs W 6 to 24% Cost s W 25 to 40%

« Delivery reliability at * Reliability up to 90%, * Reliability 95%+
60% to 80% * 10to 15% off project time * Project times improved
by 20 to 50%

» Defects/rework/delays |+ Defects/rework/delays » Defects/rework/delays
identified & baselined reduced by 15 to 25% reduced by 50 to 80%

VALUE
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Email: cmg@valueindicator.co.uk
Tel: 07837 202710

www.valueindicator.co.uk
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