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1. Abstract:

AEC companies lack a consistent way to assess to what degree their processes are inefficient
and thus do not know where investments in automation and integration tools could benefit them
most. This report presents a detailed study of project management processes in the areas of cost
control, contract management and financial management based on examples from the Stanford
SEQ construction project. It discusses a framework for developing and analyzing business
process models. This report focuses on monthly progress billings processing. The report studies
the effects internet-based systems could have on the organization, duration, and effort required
for construction management processes. It presents the potential qualitative and quantitative
benefits of an internet-based project control system over the current paper-based systems.

2. Subject:

This report studies the potential benefits of internet-based project control systems by
modeling and analyzing a business process model of the monthly progress billings process. The
key ideainvestigated was how to model business processes to make them explicit and ssmpler to
understand. A key observation is that most of the information used in project documents is not
new, but is created in previous processes. The essential message is that by modeling the
information flow and using internet-technologies to integrate the information, most of the
activities to re-enter this information could be automated or eliminated, thus significantly
reducing processing effort, which in turn translates into shorter process duration and cost
savings.

3. Objectives/Benefits:

CIFE funded this research to extend the product and process modeling efforts to
document management and cost control. CIFE members can now understand what type of
benefits can be expected from integration using internet-based tools. Internet-based tools are
increasingly being used to manage projects. The vision is that internet-based systems would
automate many business functions and integrate heterogeneous systems using workflow
technologies and business-to-business integration standards such that information will flow
seamlessly across companies throughout the life cycle of a project, where each item of data is
entered only once. The research attempted to explore how these technologies could be used to



manage project costs and contract changes.

4. Methodology:

The research utilized data and case studies from the Stanford SEQ project as well as
Excel and Visio computer models to build the business process models.

5. Results:
The major finding of thisinvestigation is that, with an internet-based system:

monthly progress billings could be processed with one or two actors per organization instead
of the three or four used today.

the total effort to process progress billings can be reduced by nearly 84%.

over 99% of the information used for all the progress hilling processing activities can be
taken from previous processes.

the activities requiring clerical and technical skills drop from 64% to 11% shifting the focus
to manageria activities.

the majority (80%) of the effort will now be centered on authorizing applications for payment
rather than preparing documents, processing them, locating them or updating the accounting
database.

This offers tremendous opportunities for the AEC community to reduce the project duration and
costs. Theresults are given in this report as a set of charts.

6. Research Status:

This research for the monthly progress billings process is complete. The next logical step
is to repeat the methodology and analysis to other processes including payments. These results
could be applied to create an internet-based financial management system to be used in the field
office of construction projects and begin to enjoy the benefits of integration with the internet.
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Executive Summary

In today's fast-paced economy, Architecture/Engineering/Construction (AEC) companies are seeking new ways
to streamline their business processes to reduce project duration and costs. The reasons are simple: Owners need to
minimize the time to market of their products and thus need to reduce the delivery time for the facilities used to
manufacture these products. Similarly, contractors, faced with intense competition, tight labor markets, and slim
profit margins, need to optimize their alocation of human resources and minimize their working capital needs.

Given the inter-dependency of a project's physical and management activities, it is essential for AEC companies
to manage and integrate information effectively and efficiently. Y et today, most project stakeholdersin the US still
manage and integrate information manually using paper documents or electronic files created by "best-of-breed"
applications such as CAD, egtimating, scheduling, document control and accounting systems as well as
spreadsheets, word processing software and company paper forms. The business processes used to manage these
documents are often ad-hoc, proprietary, and not explicit. People simply "know what to do" or, at best, are given a
"list of steps’ to follow. Asaresult, several processinefficiencies exist in the field and home offices such as paper-
based activities, multiple document hand-offs, redundant activities, data re-entry, and distributed data storage, al of
which can result in extensive delays, additional work, excessive costs, and potential data inconsistencies or error.
Project managers are burdened with excessive clerical-level work in addition to their other duties on the project.
Internet-based project management and coordination tools promise to help reduce these inefficiencies. However,
AEC companies lack a consistent way to assess to what degree their processes are inefficient and thus do not know
where investments in automation and integration tools could benefit them most.

This report presents a detailed study of current, paper-based project management processes based on examples
from a construction project. It shows how project management processes can be analyzed with respect to position,
activity skill, effect of integration on activities, activity classification, transactions, and source of information. The
dimensions we model ed were activities, organizations, actors, information, processing effort, and calendar time. One
key aspect of our model isthat it shows the source of every information element, thus establishing the relationships
necessary for automated information flow. Based on the detailed documentation and analysis of today’s processes,
the report studies the effects internet-based systems could have on the organization, duration, and effort required for
management processes.

It demonstrates that, with an internet-based system:

monthly progress billings could be processed with one or two actors per organization instead of the three or
four used today.

the total effort to process billings can be reduced by nearly 84%.

over 99% of the information used for al the progress billing processing activities can be taken from
previous processes.

the activities requiring clerical and technical skills drop from 64% to 11% shifting the focus to managerial
activities.

the mgjority (80%) of the effort will now be centered on authorizing applications for payment rather than
preparing them, processing them, locating them or updating the accounting database.



the calendar time (process duration) is reduced from 3 weeksto 1 week ? asignificant reduction of 67%!

This makes the true value of integration evident as management processes make use of information aready in the
system. The report concludes with a summary of our contributions and the potential benefits of integrating
information with internet-based systems to manage construction projects.

We hope that this report provides the starting point and tools for a dialog between the many participants in
project management processes and between software vendors and practitioners to enable professionals to use their
expertise, time and attention in the best possible way.



1. POTENTIAL BENEFITS OF INTERNET-BASED PROJECT CONTROL
SYSTEMS - A STUDY ON_ MONTHLY PROGRESS BILLING
PROCESSING

1.1. Introduction

In today's fast-paced economy, Architecture/Engineering/Construction (AEC) companies are seeking new ways
to streamline their business processes to reduce project duration and costs. The reasons are simple: Owners need to
minimize the time to market of their products and thus need to reduce the délivery time for the facilities used to
manufacture these products. Similarly, contractors, faced with intense competition, tight labor markets, and dim
profit margins, need to optimize their alocation of human resources and minimize their working capital needs. In
this type of environment, it is becoming more common to "fast-track™ projects where construction begins before the
design documents are fully complete. Consequently, many Requests for Information (RFIs) arise due to conflicts or
omissions in the contract documents and give way to extra work not included in the original contract scope. This
can result in additional costs and project delays. Contractors are then faced with the problem of tracking this extra
work, submitting change order requests, waiting until they are issued a change order before they can hill for this
work, and finally financing this additional working capital for months until they are compensated for the work they
performed months before in order to meet the project schedule.

Given the inter-dependency of a project's physical and management activities, it is essentia for AEC companies
to manage and integrate information effectively and efficiently. Y et today, most project stakeholdersin the US still
manage and integrate information manually using paper documents or electronic files created by "best-of-breed”
applications such as CAD, egtimating, scheduling, document control and accounting systems as well as
spreadsheets, word processing software and company paper forms. The business processes used to manage these
documents are often ad-hoc, proprietary, and not explicit. People ssmply "know what to do" or, at best, are given a
"list of steps’ to follow. Asaresult, several processinefficiencies exist in the field and home offices such as paper-
based activities, multiple document hand-offs, redundant activities, data re-entry, and distributed data storage, al of
which can result in extensive delays, additional work, excessive costs, and potential data inconsistencies or error.
Project managers are burdened with excessive clerical-level work in addition to their other duties on the project.
Internet-based project management and coordination tools promise to help reduce these inefficiencies.

Yet today, AEC companies lack a consistent way to assess to what degree their processes are inefficient and
thus do not know where investments in automation and integration tools could benefit them most. This report
presents a detailed study of current, paper-based project management processes based on examples from a
congtruction project. It also presents a framework we developed for modeling these processes at various levels of
detail. This enables a better understanding of what processes are likely to benefit most from integration using
internet-based systems and an estimate of the extent that these processes will be affected in terms of the
organization, processing effort and process duration.

1.2. Internet-Based Systems

Over the last few years, over 200 startups with internet-based project management systems focused on the AEC
industry have appeared and have promised to streamline business processes and thus add value to AEC companies.
Their primary focus is in design collaboration (sharing CAD files and RFIs) and e-commerce (bidding &
procurement) and to a lesser extent on project control (cost control, contract management & accounting). It is
estimated that over $1Billion of venture capital has been invested in these startups in an effort to capture the
"$3.2Trillion global AEC market™. The sudden attention surrounding internet-based systems and standards efforts
like aecXML has caused strong interest and confusion among project stakeholders regarding the level of impact
internet-based systems will have on the industry and on projects in terms of reduced delivery cycles, cost savings,
integration of information and quality of communication. Some research anaysts estimate that web-based tools can
save between 5-10% of a project's total installed cost, implying potential savings of up to $400 Billion annually by
2004°. Although these numbers are encouraging, it is not exactly clear how these estimates were derived nor do
they point out what areas will be affected most and in what way.

Thus, the need remains to model the business processes managed by these systems to evaluate the potential



guantitative and qualitative benefits an internet-based system would offer over traditiona paper-based systems and

to identify the processes that would benefit most. The vision here is that internet-based systems would automate
many business functions and integrate heterogeneous systems using workflow technol ogies and business-to-business
integration standards such that information will flow seamlessly across companies throughout the life cycle of a
project, where each item of data is entered only once. The process model compiled for this study shows how far

from thisvision practiceistoday.

In conclusion, both AEC companies and startups nheed a way to model and anayze the current and improved
business processes in detall to describe and compare what information is managed, who does what, what will
change, who will benefit, what skills will be required, and how much time and money internet-based systems can be
expected to save.

1.3. Overview of Research

In this research, we developed business process models based on observations of current practice. Our focusis
on the cost control and financial management processes in the construction phase of a building project used to
compensate contractors. The goa was to evaluate the potential quantitative and qualitative benefits an integrated
internet-based system would offer over current paper-based systems. This report discusses how we devel oped these
models as well as the analysis we performed based on the process models. The results of this research will be
presented in a series of reports covering each process category (RFIs, Time Cards, Change Orders, Progress
Billings, and Payments) in detail and a summary report discussing the results from aglobal perspective. The current
report focuses on monthly progress billing process modeling and automation.

To motivate this discussion, this chapter first presents a case study of a project that clearly demonstrates some
of the limitations of current paper-based systems and is the basis for the business process models we developed in
this research. We then discuss some of the challenges facing the AEC industry in the area of integration and
internet-based tools. Next, we present the purpose and scope of our research. A summary of the contributions this
research makes to the AEC industry follows. Finaly, we conclude this chapter with an overview of the rest of the
report.

1.4. Practical Motivation

The construction project that motivated this research is the new Science and Engineering Quad (SEQ) at
Stanford University. While unique in its design, this project is typical of many fast-track projects today that have
tight schedules and budget constraints, but are late and over budget due to an incomplete design and the lack of
integrated information systems between the participating companies.

The first phase of this project, which included the Teaching Center on which the case study in this report is
based, eventually led to over 900 Requests for Information (RFIs), over 1200 Sub Change Order Requests (SCORS)
and over 350 Owner Change Order Reguests (OCORs) which affected the duration and cost of the project
significantly. Given the paper-based systems available to manage the project documents, and the organizational
structure of the project, it was not possible for the project participants to process the Change Order Requests and
corresponding Progress Billings in atimely manner. The first phase of the project was completed 7 months behind
schedule at a cost close to 50% over the contract (Figure 1-1). The change order paperwork to compensate the
Genera Contractor and all his Subcontractors was completed almost a year later.
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Figure 1-1. Practical motivation inspired by difference between planned and actual resultsin SEQ project.

The inefficiencies experienced on this project associated with managing paperwork inspired us to examine how
things could have been different had there been an internet-based system to control the project. We prepared a case
study from this project to illustrate how atypical issue required multiple manual re-entries of information for various
project documents (see Chapter 2). We developed a business process model of the various management functions
required to process the issue and used it to track the flow of information from the time the issue was raised to the
time it was paid for (see Chapter 4). As this case illustrates, although the work to install the particular building
components was performed in less than 100 man-hours, it took 8 companies and over 25 individuals over 20 work-
hours and over 6 monthsto process the associated paperwork required to pay for thiswork. This process was typical
of most issuesin the SEQ project. Each processto resolve an issue took approximately the same time regardless of
the actual cost of theissue. This project clearly illustrates that a project's duration and cost are determined not just
by its physical activities, but by the sum total of the physical and management activities associated with it. Thus, it
is critical to a project's success to consider not only physical activities, but aso to understand and model the
management activities and the rel ationships between the two.
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Figure 1-2. The duration and cost of a project are a function of the physical activities plus the surrounding
upstream and downstream management activities.

1.5. Case Study Example

This case study focuses on the wood cubbies in the 2nd floor lobby of the Teaching Center (Figure 1-3). The
paperwork to compensate the contractors for this issue included letters, an RFI, time cards, change order requests,
change orders, applications for payment, payment requests, and eventually payment. The contractors received
payment almost 11 months after the RFI was issued and over 6 months after the work was complete (Figure 1-4).
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Figure 1-3. Cubbies case study showing missing detail in drawings and resulting extra work.
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Figure 1-4. Process duration view of the cubbiesissue. It took 11 months from the time the RFI was sent to the
time thisissue was paid for. Thiswas very typical of most issues on this project.

1.6. Problem Statement

The case study illustrates that business processes are critical to the success of a project, yet with today's paper-
based systems, they are lengthy and very inefficient. The main problems are threefold:

1) Explicit business process models are virtually non-existent, thus the impact of management activities and
decisions on physical activitiesis not understood and cannot be controlled or predicted.

2.) Business processes are complex and therefore require logical grouping and decomposition to make it easier
to understand them.

3.) Business processes lack visihility into where inefficiencies exist. Therefore it is difficult to identify areas
where processes would benefit from automation and integration.

We now discuss each of these pointsin more detail.

1.6.1. Business Processes are Implicit

Traditionally, most construction projects have been modeled only in terms of the physical components (CAD
drawings) and physical activities (project schedule) required to construct the building, such as"Install Cubbies' and
"Patch Wall". However, business processes are often the drivers of duration and overhead costs. Business
processes, which consist of management activities dealing with documents such as RFIs, submittals, change orders,
change orders and hillings, are performed in support of physica activities. However, most of these business
processes are implicit - project stakeholders simply "know what to do". Although these processes directly affect
physica activities, their impact on the project schedule and cost is not well understood and cannot be controlled or
predicted. Therefore, we see there is aneed to model business processes explicitly to have a better understanding of
their impact on project duration and cost. These modelswill then enable project stakeholders to prioritize their time
and effort by providing them visibility into the impact their management activitieswill have on physical activities.



1.6.2. Business Processes are Complex

Given that business process models are necessary for project control and efficiency, the issue then becomes
what to model and how to structure the model. Business processes can be described at various levels of detail from
the project phase to a specific transaction at the document level to an activity at the information level. The challenge
in modeling business processes is that the more detailed the process model becomes, the more complex and difficult
it becomes to understand what matters. Therefore, it is useful to structure the process into various levels of detail in
alogica way to keep things simple and associate related concepts. In decomposing the process using a top-down
approach or grouping related activities in a bottom-up approach, it is essential to maintain consistency and clarity of
purpose at each level of detail so that the resulting process models are alighed and can be compared across process
categories on an equal basis.

1.6.3. Business Processes Need Visibility

The case study illustrates that business processes to compensate contractors are lengthy and inefficient.
However, at the level of detail shown in Figure 1-4, it is virtualy impossible to answer the following practical
guestions:

Where are the process inefficiencies?

How large are these inefficiencies?

Why do process inefficiencies exist?

To what extent could an internet-based system help reduce or eliminate process inefficiencies?
Who isinvolved in these processes?

What information do they manage?

How does the information flow between documents?

To answer these questions, a detailed process model and analysis of these information management activitiesis
needed. The analysis can then be used to determine where automation and integration could help make the process
more efficient, and to estimate to what extent each process would benefit from automation and integration. This
new level of visibility will help prioritize standardization and implementation efforts and aso help AEC companies
understand how to achieve the most return on their investment.

1.7. Purpose of Research

The purpose of this research project is to explore how and to what extent an internet-based system could
streamline the management processes used during the construction phase of a project in the areas of cost control,
contractual management and financial management. To achieve this purpose, we set the following objectives:

Develop a framework to create AEC business process models that clearly describe the content, structure,
relationships, logic, actions and sequence of business processes using multiple yet consistent and logical
levels of detail. These models will help to describe, visualize, and compare business processes using
different technologies across different categories.

Model the following set of business processes in great detail using documents from area project: RFI,
Change order, Change Order, Monthly Progress Billings, and Payments processes. These models will help
identify what information can be integrated and automated by specifying the source of each information
edement. At the lowest level of detail, it is also easier to estimate how much processing effort each activity
takes.

Estimate the quantitative and qualitative impact an integrated internet-based system would have over
current paper-based systems by performing a detailed analysis of the management activities in these
processes and measuring the number of activities, effort required, calendar time, and staffing, due to
integration and automation.

Our analysis determines the logical flow of information and the areas where an integrated internet-based



system would be predicted to add the most value. Hence the research results identify the potential areas where
automation and integration can make the processes more efficient. Thus they can guide implementation and
standardization efforts in a strategic way and help firms leverage the return on investment in integration and
automation tools.

1.8. Scope of Research

We have divided the scope of thisresearch effort into eight major categories:

1) Manage Project Setup (Project Information, Company Information, People Information, and Contract
Information).

2.) Manage Scope (Cost Codes and Schedule of Vaues)

3.) Manage Project Documents (e.g., RFI, Letters, etc.)

4)) Manage Field Resources (e.g., Change orders, Material Data Sheets, etc.)

5.) Manage Contract Changes (e.g., Change Order Requests, Change Orders, etc.)

6.) ManageBillings (e.g., Monthly Schedule of Values, Application of Payment, etc.)

7.) Manage Payments (e.g., Employee Payment, Subcontractor Payment, etc.)

8.) Manage Reports (e.g., Cost Report, Manpower Distribution Report, Cash Flow Analysis, etc.)

We will present the results of this research in a series of detailed reports and a summary report discussing the
results from a global perspective.

1.9. Research Contributions
Our research makes two contributions to knowledge in AEC:

First, it extends the product and process modeling concepts developed in AEC research to model engineering
and construction activities to include project documents and management activities.

Second, it provides a framework consisting of several structured levels of detail to describe AEC business
processes in a consistent and logical way. Thisis useful to describe and compare different business processes
across companies, system types, project phases and categories.

1.10. Practical Benefits
Our research yields many practical benefitsto the AEC building industry:

First, it provides business process models of many common management activities in the areas of cost control,
contract management and financial management. These models are useful to describe, visualize and understand
what processes consist of and look like.

Second, the process models identify where business processes could benefit from integration and automation by
making the source of each information element explicit.

Third, the process models help benchmark the time and effort processes take today using paper-based systems
and help estimate the potential amount of processing effort that could be saved by enabling the integration and
automation of AEC business processes using internet technologies.

Finally, the analysis helps to understand what project phases and business functions are likely to benefit most
and to what extent they will benefit. It also shows what information needs to be standardized. This will help
guide the standardization and implementation efforts necessary to reap the rewards of integration.

We have noticed that the lights are often on late in the evening in many construction trailers. Clearly, everyone
isworking very hard to get the work done as quickly as possible. Even though processing a change order or most
other documents does not take a professiona very long, and in spite of the many long hours professionals are putting
in, the calendar time to get financial and other documents processed and firms and people paid is often very long.



The main reason for this long duration is that each document needs to pass through a number of hands in many
firms. To reduce overall process time we must focus on reducing the time of each transaction and on redesigning
overall processes across organizational boundaries to reduce redundant activities as much as possible. This redesign
of the overall process can only be based on explicit business process models.

We hope that this report provides the starting point and tools for a dialog between the many participants in
project management processes and between software vendors and practitioners to enable professionas to use their
expertise, time and attention in the best possible way.

1.11. Future Directionsfor Research

Our long-term goalsfor thisresearch are:

To understand how to use the framework and models to achieve integrated financial management and cost
control of a construction project based on standardized transactions and internet technologies, such as Java and
XML.

To demonstrate the generality and power of the framework described by applying it to other project phases such
as estimating, bidding, and procurement.
1.12. Overview of Report

The current report focuses on change order process modeling and automation. The report is structured as
follows:

Chapter 1 introduces ther esear ch motivation, problem statement and the pur pose of the resear ch.
Chapter 2 discusses thecasestudy used to develop a business process model and the accompanying analysis.

Chapter 3 describes theinformation in the change orders used in the case study. It aso describes the change
order process, the limitations of a paper-based system and the potential benefits of an internet-based process.

Chapter 4 presents the methodol ogy we used to model business processes. We aso describe the analytical and
graphica monthly progress billings process model used in the analysisin Appendices A and B.

Chapter 5 presents an overview of the detailed analysis comparing today's paper-based processes to those
envisioned using an internet-based system and discusses the impact of the internet-based system qualitatively
and quantitatively in terms of number of activities, processing effort, calendar time, people involved, and
information attributes. Appendix C presents the details of thisanaysis.

Chapter 6 concludes the report with adiscussion of the insights and benefits drawn from this analysis.

CHAPTER 1- REFERENCES
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2. CASE STUDY DESCRIPTION

This chapter describes the case study we used to develop the analytical and graphical business process model
discussed in Chapter 4. The purpose of this case study is to illustrate typical problems found with today's paper-
based systems and to provide a basis for the different business processes we modeled and analyzed in this research.
The case study discusses the background and development of the project issue in question from the RFI to the fina
payment. The process described in this section was very typical of most issues generated on the SEQ project. It
shows the interplay between organizations, individuals, documents, time, money and information.

2.1. Cubbies Problem Description and Request for Information

The issue was initiated by Request for Information (RFI) # 644 which requests the design of a support system
for the wooden cubbiesin the second floor of the Teaching Center lobby. In the architectural drawings A2-509 and
A2-517, the Architect shows a set of wood cubbies and a sketch of the metal stud framing necessary to support them
vertically. However, the details for the horizontal support and attachment of the cubbies to the diagonally slanted
vertical wall are not shown. The Specifications in Section 6400 call for "concealed fasteners'. The Wood Supplier
(WS) subcontractor asked in aletter dated Aug. 6, 1997 that the General Contractor (GC) request a design from the
Architect. The GC issued RFI# 644 on Aug. 13, 1997 to the Architect asking him to provide a design for these
fasteners.

No supports

A

4

¥4 146

AL B A T 3

Ay

Figure 2-1. Architectural drawings of cubbies. Sde view (left) and front view (right).

The Architect's RFl Response dated Aug. 19, 1997 included a sketch and a set of vendor specifications for a
specid type of fastener. The Wood Installer (WI) subcontractor notified the GC that this type of fastener would not
work since the metal stud walls did not provide any support for these fasteners. The WI suggested to the GC that the
metal stud walls would have to be modified to add the appropriate support for the fasteners. An additional problem
was that the drywall around the cubbies had already been installed on the metal stud walls. This implied that in
order to modify the metal stud framing, holeswould have to be cut into the drywall above and bel ow the cubbies.
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Figure 2-2. Sketch of holescut in drywall above the cubbies.

2.2. Delay of Construction due to Lack of Responsibility for Design-Construction Conflict
and Costs

On the cubbies issue, the Architect and Construction Manager (CM) at first said that this was a coordination
issue that the GC should have anticipated and resolved, and that the Owner would not be responsible for the costs to
open the walls, make the adjustments, and then patch them again. The resulting argument over who was responsible
to pay for this extrawork led to adelay of approximately 3 months from August to November 1997. Eventuadly, in
the interest of finishing the project without further delay, the GC directed the WI to cut the holes in the drywall,
make the required modifications to the metal stud framing, and add the horizontal supports for the cubbies. The GC
figured the costs would be resolved at alater date with the Owner.

Figure 2-3. Pictures of installed cubbiesin Teaching Center lobby.

2.3. Sub Change Order Requests

When subcontractors are asked to perform extrawork, they typically submit a Cost Estimate. Once thework is
complete the Sub submits a Change Order Request specifying the amount they agreed on with the GC. When the

12



costs are difficult to estimate or there is no time to do the estimate, the Subs are asked to do the work on a Time &
Materials (T& M) basis. This means the Subcontractor has to keep track of the labor hours and materials spent on
the extra work, submit documents to verify the amounts billed (e.g. change orders) to be reimbursed through a Sub
Change Order.

The Wood Installer (WI) subcontractor estimated it would take approximately 100 man-hrs at a cost of
$60/man-hr to modify the walls to provide support for the fasteners. The WI performed the work between
November 23, 1997 and December 15, 1997. On January 7, 1998, the WI issued a Change Order Request (COR) for
$6,000.

The Metal Stud & Drywall (MSD) subcontractor repaired the drywall that was damaged to modify the wallsin
mid December 1997. On December 30, 1997 the MSD subcontractor issued a Change Order Request for $2,842 for
this extrawork.

2.4. Time Cardsand Revised Sub Change Order Request

Because the WI did not provide any backup for the COR, and the work was T& M, the GC requested that the WI
provide time cards as backup for the 100 hours charged. The W1 retrieved the relevant time cards from his files and
submitted these as backup with a revised Sub COR. Since the hours only added up to 89 hours, the WI revised its
Change Order Request amount to $5,340. The WI re-issued the revised Sub COR on February 18, 1998. The WI
project manager did not provide a cost breakdown of how he calculated the $5,340. Both the WI and the GC
recorded the COR amount in a Sub COR L og to keep track of what issues had been processed.

Legend

::> Document Flow within 3 T°| Document Flow to ___—, Financial Information Flow
an Organization. ac another Organization. between Documents.
Wi Time Card Wil Sub COR Wi Sub COR Log

Datd WV Time Card Date: 2/15/98 Sub
Mam LO Description Arount
Crate: 1152787 Ta: GC :
Cub| Hame: Dawid Fleig Re: Cubby Walls 7-1 ‘Waood Panels 2,500
: Cubby Wallss, 240
CubbyWalls 5 hrs Flease issue 3 Change
Order... revized amount
for 29 hrgis $5240. " ———fp——
G

Figure 2-4. The work hours on the 9 time cards totaled 89 hours. These hours times the $60/hr billing rate gives
the $5,340 amount requested by the WI Sub COR. Both the WI sub and the GC re-enter this total in
their respective Sub COR Log.

2.5. Owner Change Order Request

Due to the backlog of paperwork, the GC did not process this issue until April 22, 1998 when it created the
Owner Change Order Request (OCOR) Cost Breakdown. The total amount requested was $10,610. This amount
consisted of $5340 for W1, $2842 for MSD, and $2,428 for Overhead and Profit (O& P). The GC issued the OCOR
to the Owner's Construction Manager (CM) on April 29, 1998.

13



Wi Sub COR Log GC OCOR GC OCOR OCOR. Log
Cost Breakdown
Sub Date: H29/95 OCO Description  Amount
CO Description Armourt Date: 2208 E
: To: CM -1 HYAC controls  $2,500
71 Wood Panels 2,500 To: Chl Re: Cubby ialls 303-25 Cubbyiralls  $10,610
Cubby Walls F5,240—— Re: Cubby Wiralls 203-25 :

q_\“'“\\‘ Please issue a Change

wl 45,340 Crder...

MED 52,842 The cost impact is l—T15" |

D&F 2425 FOEE—— | | WY

Total FA0 GAT e | T ]

Figure 2-5. The $5,340 WI amount is part of the $10,610 "OCOR Total Amount Requested”. The GC re-entersthis
total inthe OCOR. Once again, the GC and the Owner re-enter thisamount in their respective and
OCOR Log.

2.6. ChangeOrders

The CM reviewed the OCOR and approved it agreeing to pay for thisissue. Inthe Owner Change Order (OCO)
#10 - Item 1, dated May 15, 1998 the Owner compensated the GC with $10,610 as requested. The GC then issued
Sub Change Order #8.1 to the WI on May 20, 1998 and Sub Change Order #13.1 to the MSD on May 17, 1998 for
thisissue.

Owner Change Order QOCO Log Sub Change Order Wi Sub CO Log
0Co#10 SCO#8
Date: 51595 OCO Description  Armourt D ate: 51598 Sub
. To: Wl CO Description Amount OCO

To: GC :
: 9-1  HWAC controls § 2,500 : :
We hereby authorize you ... 10-1 CubbyWralls  F10,610 :> e hereby authorize you ... ED 7-1 Wood Panels $2,900 25-3

1. Cubbywalls § 1EI,Q_1_EL 1. Cubbywialls § 5.342& 2-1 CubbyWalls $5,240 10-1

Tuotal F 50348 T4 Total F 5340
Frevious Contract $3,490 000 H Frewious Contract H741,000 ! Ta

Revised Contract $9.540.240( S R ized Contract 76,240
| WAL

Figure 2-6. The Owner Change Order and OCO Log repeat the $10,610 amount. However, the amount is now
called the "OCO Amount Approved”. Likewise, the $5,340 amount in the Sub Change Order and Sub
COR Log isnow the " Sub CO Amount Approved".

2.7. Owner and Subcontractor Billings

The GC and the Subs need to receive a fully executed Change Order to increase their contract amount before
they can bill for the work they have done. The GC billed for Owner Change Order #10 in Owner Billing #24 on
June 1, 1998. The WI and M SD subcontractors also billed for the Change Ordersin their May progress billings.

Owner Schedule of Values Owner Payment Owner Payment
D ate: G108 Application Request
Crate: G108 Crate: GrG505

em Description And%Comp

: H Base Contract FA10,000 Base Contract 7,510,000
Base Contract §7,510,000 25% oco $$ 50,340 aco 10 $$ 50,240 Owner Co. 61092 To
: ?/ﬁﬁl?tr_act—‘ﬂig.ﬁ%ﬁﬁlﬂ ::> Rew.Contract  $@,540,240 ::> Paytothe Orderof:  [Be=p
Qco 10 $ 60,290 100% Prev. Billed $0,400,000 Frev. Billed  $9.490,000 S Ay 48218 ST
Fev.Contract 9,540,340 96% Retto Date 954034 Betto ate  § 954,034

HET DUE b 45,215._____%$ 45 216 —

Figure 2-7. The Owner Payment Application billed for the $10,610 "OCO Amount Approved" is included in the
$50,340 "OCO Total Amount Billed". After subtraction of the retention, the GC received an "Owner
Payment Total" of $45,216.
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2.8. Owner and Subcontractor Payments

The Owner Billing was paid on June 10, 1998. Since it istypical for the GC to pay their Subs within 10 days
after recelving Owner Payment, the GC then paid the subcontractors on June 20, 1998, about 6 months after the
work was performed.

Wl Schedule of Values Wi Payment GC Payment Request
Drate: G105 Application [rate: G088
[rate: G198 Sub: Wl
tem Description At %Comp Base Contract 5 43,540
: . Base Contract 43,540 - GC Co. s/2088 Ta
Base Contract $43.540 100% ::> : ::> ocos $ 5390 :{> Partathe Orderot | P
. ocos F 5,340 Re‘u’.Co!'utract F 95340 Wil % 4,505 Wl
ocog F5,240 100 % —] Rev.l:ontraah$ 85 340 Frev. Billed % 80,000
Rev.Contract F95,240 Frew. Billed $ 90,000 Eetto Date F 9534
Fetto Date  § 9534 HET DUE 4,808
NET OUE $ 4808 ———]

Figure 2-8. TheW Sub Payment Application billed for the $5,340 " Sub CO Total Amount Billed" of W1 SUubCO No.
8. Minus retention, the WI sub received a "GC Payment Total" of $4,806 ? over 6 months after the
work was compl ete.

2.9. Observations Related to Case Study
From the case study, we can make several observations regarding today's paper-based process.

Any physical activity (scope of work) can have severa documents associated with it (e.g., RFI, Change
orders, Billings, etc.).

Many organizations and individuals are involved in processing the documents.

The information content of each document consists mostly of information obtained from other documents
or results that are computed from afew other values.

Thereisalot of data duplication and re-entry across multiple systems, documents and companies.

The same information value can be associated with multiple names depending on the context of the
document.

The overal process can take a long time, not because each individual document takes long to process, but
because there is much inefficiency in the overall process.

These observations will be analyzed in more detail in Chapter 3 in the context of monthly progress billings
processing.
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3. MONTHLY PROGRESSBILLINGSINFORMATION AND PROCESS

This chapter focuses on the details relevant to the study and the automation of progress billing documents.
Section 3.1 discusses the purpose of monthly progress billings and payment requests and the information contained
in these documents. Section 3.2 presents an overview of the monthly progress billings process with a paper-based
system vs. an internet-based system.

3.1. Discussion of Progress Billing Documents

This section focuses on the monthly progress billing documents used by the project participants for the work to
install the cubbies. We begin by presenting the purpose of these documents followed by a discussion of the actual
information recorded.

3.1.1. Purpose of Progress Billing Documents

Contractors use progress billings to apply for payment for work completed on a construction project since the
last billing period. Thisistypically done on amonthly basis.

Thetypical monthly progress billing consists of the following documents and associate purposes:

Monthly Schedule of Values - to state in detail the amount complete this period in $ terms and % for each
account in the scope of work, organized in various levels of detail.

Application for Payment - a summary of the monthly schedule of values stating the $ amount the contractor is
applying for. The Owner's representative, typically the field architect certifies this document if he approvesit.

Company Invoice - aformal statement of billing for the amount specified in the application of payment with the
contractor's | etterhead.

These documents have the following purposes:

1) To present the documents that summarize the areas where work was performed.

2.) To calculate the % complete and cost for each area since the last period billed.

3.) Torequest certification from the Owner's representative that this work is complete as described and satisfactory.
4.) Torequest payment in the total amount specified under the contract specifications.

If the Owner's representative does not approve the amount the contractor is applying for, he must allow the
contractor time to substantiate the merits of his hilling or else modify it and resubmit to reflect the negotiated
amount.

The lack of understanding of these related purposes can lead to incomplete information in the progress billings. If
the systems used to process these documents and manage costs are not integrated, multiple data re-entry occurs and
inconsistencies may result.

3.1.2. Purpose of Payment Requests

Owners and General Contractors use payment requests to request payment in the amount approved by the
Owner's representative and agreed to by the contractor.

The information recorded has two main purposes:
1) To statethe approved financial compensation for the billing period.

2.) To request the internal accounting department prepare a payment for the specified amount and hold it in the
aging report until it is approved to be released.

If the systems used to issue payment requests and manage costs are not integrated, multiple data re-entry is needed
and inconsistencies may result.
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3.1.3. Information in Progress Billing Documents

3.1.3.1. Monthly Schedule of Values Information

The typical information recorded on a monthly schedule of values was derived from the AIA G703 form and
includesthefollowing:

Building Name: To identify which building on the project this schedule of values pertainsto.
Lineltem No.: Toidentify the mgjor activity or cost account.

Description: To describethe activity or cost account.

Item Value: Toidentify thetotal value or budgeted amount assigned to this activity.

Previous Item $ Amount Complete: To state the $ amount complete through the last billing period.
Item $ Amount Complete This Period: To calculate the $ amount compl ete this period.

Item $ Value Materials Presently Stored: To quantify the value of materials stored on site this period, but not
installed.

Building Item % Complete: To describe total % complete to date. This is defined as the ratio between the $
Total $ Amount Complete to Date and the Item Value.

Item $ Amount Completeto Date: To calculate the total amount complete to date on thislineitem in $ terms.

Item $ Balance to Finish: To calculate the difference between the Item Vaue and the $ Amount Complete to
Date.

Item $ Retained to Date: To cal culate the amount retained on thisitem per the contract requirements.

These line item amounts are cal culated and summarized for both the base contract and the change order work. They
are summarized according to various levels of detail asfollows:

Per cost code.
Per scope type.
Per organization.
Per building.

Per project.

3.1.3.2. Application for Payment
Thetypical information recorded on an application for payment includes the following:

Date of document: To record the date the application for payment was created.
Billing Period: To specify the period being billed for.

Base Contract Value: To state the total $ value of the base contract.

Total CO Vaue: To state thetotal $ value of the approved change orders.

Revised Total Contract $ Value: To quantify the total value of the base contract plus the change order
work.

Total Revised Contract $ Amount Complete to Date: To quantify the total $ amount complete through this
billing period.

Total Revised Contract $ Retained to Date: To quantify the payment withheld from the contractor to date
until his contract work is complete.
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Total Revised Contract $ Earned Less Retainage: To calculate the net total $ amount the contractor is
owed through this period.

Total $ Amount for Previous Certificates of Payment: To quantify the total $ amount the contractor has
received to date for previous work.

Revised Contract Net $ Amount Payment Due: To quantify the total $ amount due for this billing period.

Revised Contract Balance Remaining Incl. Retainage: To quantify the total $ amount owed to the
contractor on the contract pending successful completion of his contract work.

Contractor's Signature:  This certifies that the contractor is requesting the amount due this period given the
best of his knowledge that the work has been satisfactorily completed per contract.

Architect's Signature: Once the Owner's representative, the architect approves the application for payment
amount, he restates this amount and signs it to certify the amount has been approved and the work is
satisfactory.

3.1.3.3. Invoice

The typical information recorded on an invoiceis essentialy the same as on the Application for Payment. The
main differenceisthat it is submitted on company overhead and also includes:

InvoiceID: To identify theinvoice uniquely within the contractor's accounting database.

3.1.4. Payment Request Information

3.1.4.1. Owner Payment Request

The typica information recorded on an owner payment request is the same as that on the owner schedule of
values. The main difference is that only the total for the buildings are included rather than the entire breakdown.
The change order work is listed separately per each cost code account.

3.1.4.2. Sub Payment Request

The typical information recorded on a sub payment request is the same as that on the sub schedule of values.
The main difference is that only the total for the buildings are included rather than the entire breakdown. Also the
change order work islisted separately per each cost code account.

3.1.5. Observations Related to Progress Billing Documents
We now discuss some general observations related to the progress billing documents:

Progress hilling documents build on information contained in other documents such as time cards and
change orders.

Paper-based billing documents require multiple data re-entry for the financial management and accounting
system.

3.2. Overview of ProgressBillings Process

We now present a comparison of the process to manage progress billings using a paper-based system vs. a
hypothetical internet-based system. We then discuss the problems with the current system and summarize the
expected benefits of an internet-based system.

3.2.1. Monthly Progress Billing Process Description

Today, there is no one formal progress billing process in the AEC industry. However, many projects follow a
process similar to the one we are about to describe. At the end of each month, contractors are required to submit a
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description of the work they completed that month. Typicaly, thisis done using the schedule of values prepared at

the beginning of the project where each major work package or cost account was assigned a $ value. The work
complete at the end of the month is estimated as a % of the total contract work specified. This percentage is then
multiplied by the $ value of the cost account to calculate the $ amount complete to date. This process tends to be
very subjective and often leads to disagreement between the contractor and the architect as to what the "true %
complete” ought to be. Thisiswhy we suggest a more objective method that includes earned value measurements
be adopted from the onset of the project. In this manner, there would be less room for adjustment and disagreement.

The progress billing process can be subdivided into three main stages: Prepare progress billing, certify progress
billing and issue payment request.

3.2.1.1. Prepare Progress Billing

In the first stage, the project manager or cost engineer must assess the amount of work complete for each cost
account in terms of "% complete” and "$ value". These costs include labor, materials, equipment, subcontractors,
and other indirect costs. These values are used to prepare the proposed monthly schedule of values. Each
subcontractor submits this to the general contractor who in turn assembles the proposed Owner schedule of values
for the current period. This is submitted to the field architect for review and approval. If the architect disagrees
with any of the amounts proposed by the subcontractors, the subcontractor is notified and given an opportunity to
substantiate, clarify, or modify the amount billed. Once this is done, the hilling is revised and submitted for
certification. The general contractor will then prepare the monthly progress billing. Typically, each lineitem in the
owner schedule of values is for each subcontractor to make it simpler to create. Once the total amounts are
calculated, the cost engineering will create an Application for Payment and a company Invoice stating a summary of
the amounts completed and being billed for the month. The project manager will then review and approve the
request with his signature to certify that to the best of his knowledge it is accurate per the contract requirements. A
clerk will then copy the progress billing before it is sent to the Owner and finally mail it.

3.2.1.2. Certify Application for Payment

In the second stage, the Owner's representative, typically the field architect will review the application for
payment and approveit since it has been previously negotiated. He certifies the amount to be paid with his signature
and sends a copy of the certified payment application to the general contractor.

3.2.1.3. Issue Payment Request

Once the application for payment is approved and certified, the Owner will issue a payment regquest to the
Owner's accounting department. This payment request specifies the net amounts approved to be paid to the
contractor as well as the amounts to be retained. The general contractor in turn submits a payment regquest for each
of the subcontractors.

The accounting department in the home office will then proceed to enter the certified amount into the
accounting system, so that payments may be released upon receipt of payment from the owner.

The process just described is basically the same for the paper-based system as with an internet-based system at the
level of detail presented. In the next two sections, we compare and contrast in more detail the activities within each
system.

3.2.2. Paper Based System:

With a paper-based system, multiple project management tools are used to prepare and process each document
such as spreadsheets, word processors, PC-based document management systems, mainframe accounting reports and
paper documents stored in filefolders. This creates many problems and inefficiencies, such as:

The process to create and process progress billing documentsis not explicit. People just "know what to do”.
Information isre-entered in the field and in the home office.
The process usually requires at least two people per company per office handling the same information.

The relationship between the information in different documents like the cost report and the monthly schedule
of valuesisnot explicit.
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Totasare calculated manualy.

The time to prepare and process an owner schedule of values is delayed by the need to figure out what
subcontractor billings have been submitted and the need to resolve any amounts not approved by the architect.

Access to this information is only available by either manually searching for the documents from the file
cabinet or by waiting for the home office or other companies to create the necessary documents or summary
reports.

To create documents like the schedule of values requires re-entry of the same information into a separate
application like a spreadsheet because the information is not structured in a standard electronic format in the
subcontractors' billings.

The more people involved in the process, the greater the chance for erroneous or incomplete information and
the longer the process takes.

The level of detail expressed by each subcontractor's billing is drastically different given their area of expertise
or how they divided the work.

The % complete for each type of work is often not easy to quantify in an objective manner.

3.2.3. Internet-based System

Using an internet-based system, the project managers or accountants could directly access the project model
database using a browser from the field office. The process would be standardized yet be flexible enough to
accommodate any specia type of change to the contract. Standardized forms would enforce project participants to
enter complete and valid information. The system would search for al related documents and make the process of
finding and retrieving related supporting information and documents a simple matter of point and click. Once the
project manager selects a document to be created, the system would automatically enter any information available
from other related documents and al the basic information like the project name. Potential errors would be virtually
eiminated since he would enter either only new information or select information from alimited set of pre-selected
choices. The system would automatically calculate all totals. Because the system uses standardized documents,
there is no need to interpret and re-enter information for each company's documents. Once completed, he would
submit the information directly into the project extranet database, which would then transmit it to the home office
accounting databases for each affected company. The reason for having the datain two different placesis dueto the
need for cost control from the project perspective and the need for financial management from the home office
perspective.

3.2.4. Benefitsof Using an Internet-based System

The benefits of using an integrated internet-based system to manage the monthly progress billings process are
many. Below, we describe some of the benefits we envision along with additional benefits that will be possible by
integrating the documents with a4D-production model of the facility.

Benefits of Internet-based system:
The process to create and process a progress billing or payment request is explicit.
Information is entered only once in the field, not in the home office.
The process requires only one or maximum two persons per company.
The relationship between the information in different documents like the cost report and the schedule of values
isexplicit.
Totals are calculated automatically.
Thetimeto post the information to the accounting database is reduced to zero since thiswork is automated.
Accessto thisinformation isimmediate at anytime. Theinformation is searchable.

Creating other types of analysis like earned value analysis and trends for predicting cost overruns is automatic
sincetheinformation is already in the system.

Any costs associated with processing, filing and copying progress billing documents would be virtually
eliminated since this information would be stored el ectronically.
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Benefits of Integrating Progress Billing Documents with 4D Production Model:

In the future, when 4D production models' are used as part of internet-based systems, we could associate the
information in progress billing documents directly with the 4D production model. By doing so, we could obtain
even more benefits.

Since the work breakdown is part of the 4D Production Model, it would be easy for the project manager to
determine where and how much work was complete each month and visualize costs over time.

If a project manager wanted to know how the change order costs compare to the base contract for any
subcontractor or area of the building, instead of having to wait for the monthly cost report he could easily see
that comparison by clicking on the subcontractor name or building area.

The schedule would be automatically updated every day to reflect actual work progress based on quantity-based
earned value calculations®. If any person wanted to know what work was done on any given day or time period,
this would be readily available since the time card dates and change order cost codes would be automatically
linked to the schedule. This assumes the use of integrated control cells where cost codes and schedule activities
are one and the same®.

The 4D model would also enable the user to visualize what work in what areas has been billed and what is yet
left to complete as well as indicate areas where costs have a strong indication of running over budget by using
various color coding schemes.

Now that we have introduced the monthly progress billing and payment request information recorded and the
process to manage this information, we now develop the business process model for the progress billing documents
in the case study in Chapter 4.
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4. BUSINESS PROCESSMODELING

"Everything should be made as simple as possible, but nho simpler.”

— Albert Einstein®

In Chapter 1, we discussed that business processes are implicit and complex. The result is that users lack
visibility to determine where inefficiencies in the process exist and the relative magnitude of these inefficiencies. In
Chapter 2, we discussed the case study that motivated this research. The point to note there is that much of the
information contained in project documents comes from multiple documents, and this lack of integration contributes
significantly to the process inefficiencies. In Chapter 3, we focused on the monthly progress billings process and
referred to some of the elements that make up that process such as the actors, documents, and information contained
in those documents. This chapter describes the business process modeling framework we developed and the
resulting progress billing process model. The framework consists of multiple levels of detail and activities with
various attributes to make the models explicit, logical, consistent and simple. Chapter 5 will then discuss the
analysis of this business process model and the results and observations we obtained of the expected value an
integrated internet-based system would offer.

We first present the objectives of modeling business processes. Then, we discuss the point of departure from
the research literature. Finally, we present the business process modeling framework we devel oped.

4.1. Objectives of Business Process M odel

The purpose of our business process models was to understand in depth the processes necessary to compensate
contractors for their work in the construction phase of areal project and how integration with internet technologies
might be used to streamline these processes. The processes we studied are:  RFI, Time Card, Change Order,
Monthly Progress Billings, and Payments. 1n devel oping these AEC business process models, we kept the following
objectivesin mind:

1. Describe the elements that make up the process explicitly. The ideaisto clearly describe the content, structure,
relationships, logic, actions and sequence of the activities that make up the process.

2. Structure the processes in multiple levels of detail from the highest process level down to the lowest information
activity level in a consistent manner across companies, system types, project phases and categories for different
types of documents and activities. This will enable comparison and analysis of processes across companies,
system types, project phases and categories.

3. Visuaize the flow of information. The purpose is to show the source of each information element. By doing
this, it isnow possible to determine where integration can occur and where automation might be possible.

4. Benchmark the effort and process duration. This is useful to know how much each activity and each process
takes in real time and in calendar time using today's paper-based systems. By knowing the activities whose
information has its origin elsewhere, we can now assume these activities' effort can be significantly reduced,
completely automated or even possibly eliminated. The duration between activitiesin a process which otherwise
might have been days in an actor's in-box may now be greatly reduced if those activities are automated or
eliminated.

5. Egtimate the impact of integration using an internet-based system. Once the effort and duration are assessed for
the paper-based vs. the internet-based system, we can make some educated assessments of the magnitude and
processes that will benefit most from integration using internet technologies.

To determine the components of each business process, we sought to answer the following questions:

what documents are used in the process?

what information does each document contain?
istheinformation new or doesit haveits origin elsewhere?
what other document isthe source of the information?

who processes each document?
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what actions does each actor perform on the documents?

how much processing effort do these actions take?

what skill isrequired to perform each activity (clerical, managerial, or technical)?

what type of effect would an integrated internet-based system have on a management activity?

how would the management activity be classified?

how many days can be saved in calendar time from beginning to end of a process?

how many times does a document change hands based on how many people are needed in each type of
system?

4.2. Product and Process Modelingin AEC

To date CIFE has focused most of its research on the use of object-oriented product and process models to
support engineering and construction activities. Standards efforts in AEC such as the International Alliance for
Interoperability's Industry Foundation Classes (IFCs) and aecXML have aso been heavily focused on modeling and
standardizing the building components and physical activities of a construction project. The main work done to
address documents and management activities was performed by Bjork et al. in 1993. Although they introduce a
few classification systems for activity types and document types, the magjor limitation of their work is that it focuses
on modeling documentation activities at the document level only. Sinceintegration really occurs at the information
level, this level of modeling cannot be used to analyze information flows nor the effects of integration with an
internet-based system on the process.

The business process modeling framework we devel oped extends the research and standards efforts in product
and process modeling to include management activities at the document level and the information element level as
well. As part of thislevel of detail, we model the source of every information element. Theideaisthat it must be
possible to trace all information back to its original source. If the information is not new, an internet-based system
would integrate it automatically.

We now present some of the mgjor programming concepts, standards efforts, and AEC product and process
modeling concepts we used from the research literature to help devel op the business process modeling framework.

4.2.1. Object Oriented Modeling Concepts

Recently, object oriented programming® (OOP) has become the preferred means of programming in many fields
for various good reasons, such as its ability to model intuitive concepts and its modular nature that allows separation
of the interface and encapsulation of the implementation. Many of the modeling concepts used in OOP can be used
to model information processes. In our research, we used the concepts of classes, instances, inheritance, attributes,
relationships, composition and overriding to model the construction management processes. We give here a brief
description of these concepts:

Classes: Classes are "templates’ or "molds" that specify all the basic elements of an object (in our case a
business process) and how they are related. All our business process models are implemented as
classes.

Instances: Instances are the actual objects that contain the data specified in the classes. We instantiated the
business process model templates and populated them with the data we gathered in our case study
documents.

Inheritance: Inheritance is the means by which instances receive or "inherit" all the basic properties or
"attributes" in their parent class.

Attributes: Attributes are the specific properties that define each class. Each instance inherits the same
atributes, yet has different values that make the instance unique.

Relationships.  When the value of an attribute is another object, the attribute is called a relationship’. This was
useful to specify the flow of information using the "source" attribute we modeled.

Composition:  Classes and instances consist not only of information fields or attributes, but also of other objects
nested within them. This property is called composition.

Overriding: Often classes have default values that they inherit to their children. The instances can "override"
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these values and provide their own to make them unique.

4.2.2. Standards Efforts

Several standards efforts in business-to-business (B2B) e-commerce have appeared over the last few years such
as ebXML®, cXML®, RosettaNet’, and BizTal® in an effort to establish agreements for standardized online
transactions. In AEC, others such as aecXML® and bcXML™ are an effort to create industry-specific document
schemas. We have chosen to discuss the elements of RosettaNet as this seems to be one of the most promising
standardsin practice that isrelevant to our research.

The RosettaNet Implementation Framework Specification'! recognizes the need to standardize the process as
well as the data and structure to be exchanged. It describes process levels as clusters, segments, and partner
interface processes (PIPs) (Figure 4-1). These are defined as follows:

Clusters - "groups of core business processes’.
Segments - " cross-enterprise processes involving more than one type of supply-chain partner”.
PIPs - "system to system XM L-based dia ogs that define business processes between supply chain partners'.

RosettaNet Process

Definition Example
Cluster 3:
Clusters Order Management
Segments Segment 3C:

Returns & Finance

PIP 3C2:
Partner Interface : .
Request Financing
Processes (PIPs)
Approval

Figure4-1. RosettaNet definesits partner interface processes (PIPs) within a cluster inside a segment.

RosettaNet aso defines communication layers and corresponding protocols to handle the process
communication (Figure 4-2). Inthelower levelsthisincludesthe following layers:

Process layer - "encapsulates conditional choreography of transactions for executing a partner interface
process."

Transaction layer - "provides transaction monitoring for sequences of message exchanges that perform aunit of
work. Either al parties to the transaction commit to the unit of work or they al roll back to a previous state
before the transaction was started”.

Action layer - "provides business actionsthat act either on or with accompanying information.
While the upper layers (internet protocols) are general and could be used in any industry, the lower layers are

industry-specific. Thisiswhere standards such asaecXML would fit in. Given that these standardsin AEC are till
intheir early stages, wefeel our research isvery relevant and could help influence the direction of their efforts.
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RosettaNet Layers

e-Business RosettaNet
Communications Protocol Stack
Reference Model

Security Layer SSL

Transfer Layer HTTP(S)

RosettaNet
Agent Protocol

Agent Layer

Service Layer

Process Layer RosettaNet
Service
Transaction Protocol
Layer

Action Layer

Figure 4-2. RosettaNet uses the communication model shown above which defines the process, transaction, and
action layersthat define the behavior and integrity of business processes.

4.2.3. Document Management Research

In 1993, Bjork et al. published a paper entitled "Integrated Construction Project Document Management'?. This
isthefirst effort we are aware of to model AEC documents and the activities used to handle them. However, as they
clearly state, "the approach which will be introduced in this paper concentrates on the management of documentsin
digital form, not on the management of the information within documents or databases." This is an important
distinction since the "atoms" they are concerned with are the documents themselves, while we are mostly interested
in modeling the documentsas well as the information inside the documents.

The paper introduces classification systems for activity types and document types:

Five generic activities are used to manage documents. Receive, Fetch or Create, Edit, Update, and Distribute
documents (Figure 4-3).

Documents are grouped into three categories: Design documents, Project Management documents, and
Contractual Documents.

Receive | || FetchorCreate | | Edit N Update | Distribute
Document Document Document Document Document

Figure 4-3 Activity model defined by Bjork et al. for document management.

These generic activities correspond to the transaction stages in our business process modeling framework. We
discuss this further in section 4.3.1.1.

4.2.4. Product & Process Modeling Concepts

Figure 4-4 shows the major concepts from the various AEC core process models presented by Froese™ used to
define a construction activity. We used and extended these concepts to define an information activity. These
models do not provide any guidance regarding how to structure different levels of detail or the specific attributes
within each business concept that are important. The only connections between an activity and higher levels of
detail are a"contains’ relationship to the "construction plan” in the GenCOM* model and a "performs’ relationship
to the "stage” in the ATLAS" model.
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Figure 4-4. The key concepts of AEC core process models that define a construction activity.

Now that we have discussed the theoretical and research foundation for our work, we present a brief overview
of the business process modeling framework we devel oped.

4.3. Business Process M odeling Framewor k

RosettaNet defines the term "business process model” as 'a graphical model of an organization's business
process showing the activities, external processes and decisions along with the information exchanged between
them." Thisdefinition is good because it considers activities, decisions and the information as well.

Based on the process described in Section 3.2, and using the concepts just discussed in Section 4.2 we
developed a business process modeling framework. One of our goals was to capture multiple levels of detail from
the highest process level down to the lowest information activity level that is consistent across companies, system
types, project phases and categories for different types of documents and activities. This is useful to create the
standardized transactions we envision for integrating information with an internet-based system. Similar process
modeling efforts such as RosettaNet™" embody this idea through their use of layers and process hierarchies that
include "Clusters', "Segments’, and "Partner Interface Processes’, as discussed previoudly.

The business process models are developed in two formats to show the hierarchical grouping of related
processesin sequential order and to enable the process analysis.

An analytical spreadsheet model to show the hierarchical grouping of related processes and to enable the
process analysis, and

A graphical modéd to visually show the flow of information between documents and to illustrate the effect
of aninternet-based system on each activity.
4.3.1. Analytical Model

The analytical model includes various levels of detail and multiple attributes associated with each activity in the
process. These levels of detail are illustrated in Figure 4-5. The definition of an information activity and its
atributes areillustrated in Figure 4-6. Figure 4-7 shows a portion of the analytical monthly progress billing process
model. The complete model for the progress billings processis shown in Appendix A.
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4.3.1.1 Levelsof Detail in Process Model

We modeled the business process model to various levels of detail by decomposing the model into process
categories, process groups, transactions, transaction stages, activity groups and activities using a hierarchical
structure.

Processcategories - As discussed in chapter 1, we modeled eight major management process categories which
are the highest level "nodes’ in our model. In this report, we make use of the following interrelated process
categories:

- 1. Manage Project Setup (i.e., project information, company information, employee information, contract
information).

- 2. Manage Scope (i.e., cost codes, schedule of values).

- 3. Manage Documents (i.e., RFI).

- 4. Manage Field Resources (i.e., time cards).

- 5. Manage Change Orders (i.e., cost breakdown, change order request, change order).

- 6. Manage Progress Billings (i.e., schedule of values, application for payment, invoice, payment request).

The notation we used for the process ID is an extension of notation in the IDEFO* modeling method.
Therefore, instead of the typical IDEFO "AQ", here "G" stands for "General Contractor" and "6" is associated
with the function category "6 - Progress Billings'.

Process groups - Each process category breaks down into process groups. We separated the major process
category "G6. Manage Progress Billings" into process groups such as:

"G61 Process Monthly Sub Billing"
- "G62 Manage Proposed Owner Schedule of Values'

Transactions- We decomposed each process group into <Action-Document> pairs we defined as transactions
such as:

"G622 - Prepare Monthly GC Schedule of Values- AIA G703"
We then decomposed these transactions into several transaction stages, activity groups, and activities.

Transaction Stages - Bjork et. al. (1993)° describe five "activities' at the document level. We prefer to think
of them as transaction stages. These are Fetch or Create, Edit, Update, Distribute and Receive a document. In
our model we find the following example:

- "S6221 - Create Monthly Schedule of Values- AIA G703"

Activity groups - Sometimes we can group related activities by a concept such as "Project” or "Cost Code'".
Some examplesin our modd are:

- "G62212 - Enter Document Information™
"G62213 - Enter Payment Period Information”

Activities - Activities are the basic units we consider in our analysis. An activity consists of an <Action-
Information Element> pair and its associated attributes. Some examples are:

- "(G622131 - Enter Owner Payment Application No."
"G622132 - Enter Billing Period - Month, Y ear"
Action - the actua action required of the end user or automated system such as" Select” or "Enter".

Information Element - the actual data field that is being modeled such as "Owner Payment Application No"
or "Project Name'.

28



Project

Phases
L Process
Application Categories
Business Process
Folder
Groups
Document Transa_c'tlons & Organization
Decisions
Transaction
Parts
Stages
. Transaction
Sections .
Sections
Core Information .
Elements Activity Group
Information Information Actor
Attribute Activity

Figure 4-5. Business process structure and levels of detail.

4.3.1.2. Attributes Associated with Information Elements

Our model considers attributes associated with each information element. These are:
Name - the name of the datafield, e.g., "Project Name".

Value - thevalue of the datafield, e.g., "SEQ Project".

Data type - this could be text, date, $ amount, | D, number, hyperlink, etc.

Sour ce - refersto the source of theinformation.

- If the information is new and requires input from the person filling out the form, then it is labeled as
"DATA!" and is highlighted with a green background for visibility.

- If the information can be generated automatically such as a timestamp, it is labeled "AUTO!" and is
highlighted in yellow.

- If the information can be generated automatically, as the result of another process within this same
document, such asacalculation, it islabeled "CALC!" and is aso highlighted in yellow.

- If theinformation has its source in another document or previous external process, then the "Process ID" of
the source is entered here.

Theideaisthat it must be possible to trace al information back to its original source. If the information is not
new, an internet-based system would integrate it automatically.
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4.3.1.3. Attributes Associated With Process Activities

Our model aso considers attributes associated with each activity. We use these attributes to evaluate the
potential savings and impact an internet-based system is expected to have. We discuss the relationship of these
atributesin the Analysis discussion in Chapter 5. The attributes are:

Process | D - the IDEFO notation used to enumerate and identify every level of detail in the process.

Organization - the company responsible for performing the activity. The major organization types are: Owner
(O), Construction Manager (CM), Architect (A), Engineer (E), General Contractor (GC), Subcontractor (S),
and Vendor (V).

Actor - the individual within the company responsible for performing the activity. This could be for example:
Project Manager (PM), Superintendent (S), Project Engineer (PE), Project Accountant (PA), Foreman (F),
Office Clerk (OC), Field Clerk (FC), Accounting Entry (AE), etc.

Document - the document, log or database in the process. For example, Change Order, Accounting Database,
Cost Code List, etc.

Activity classification - the category used to describe the nature of the activity. This is useful to understand
how people spend their effort and to point out how an internet-based system can add value to the quality of their
time. It could be one of the following:

"Prepare Document” - activities required to create or modify a document, e.g., open document, create
document, edit document, save document, close document, etc.

- "Process Document” - activities to distribute document to its next step in the process, e.g., assemble
document, copy document, send document, receive document, deliver document, etc.

- "Authorize Document" - activities to authorize a document, e.g., review document, approve document, sign
document, etc.

- "Locate Document" - activities to archive or retrieve a document, e.g., find document, retrieve document,
archive document, etc.

- "Update Database" - activitiesto update the accounting database, open database, etc.

- "Update Log" - activitiesto update adocument log, e.g., update Owner Accounting Log, etc.
Activity sKill - thelevel of skill or authority required to perform the activity. Theseare:

- "Clerical" - requiresminimal clerical skills, e.g., copy document, send document, etc.

- "Technical" - requires technical skill, computational power, knowledge, experience, e.g., caculate amount,
analyze result, estimate cost, etc.

- "Managerid" - requires judgment and authority, e.g., review document, approve document, sign document,
etc.

System - the "Paper-based system™ or the "Internet-based system".

Processing Effort - the estimate of the processing time or effort each activity requires on each type of system
in seconds or minutes. If the activity isautomated or eliminated the processing effort is 0.
Effect on Activity - refersto how the internet-based system will affect the activity. The effect could be:

- "Same" - the internet has no effect on the processing effort to perform the activity, e.g., "Approve $
Amount Billed."

- "Reduced" - theinternet is able to reduce the processing effort to perform the activity.

- "Automated" - the activity remains, but due to the internet-based system, the human effort to perform it has
been reduced to zero, e.g., "enter line item description".

- "Eliminated" - the activity is no longer necessary in the internet-based system, e.g., "print invoice'".

- "Reassigned" - the activity may be reduced or automated, but it has aso been reassigned to another actor
dueto the internet-based system.
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Figure4-7. A portion of the analytical progress billings process model showing the various levels of detail and
associated attributes modeled for the analysis. The complete model is givenin Appendix A.
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4.3.2. Graphical Model

The graphical model, derived from the analytical model, is useful to visualize how the process is structured,
what the effect of the internet-based system is on each activity, and how information flows between documents.

4.3.2.1. Structure and Decomposition

The activities are structured in a hierarchical decomposition, shown by the vertical lines between the higher
level process categories and the lower level transactionsin Figure 4-8. Thelight black arrows indicate the sequence
of transactionsin the process.

|

Project Team
SNt » 504 Manage
Froj Acct Proj Acct Froj Acct Froj Acct Clerk Clerk Clerk
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Receive Prepare Authorize | d n » Copy Sendto O n
o Sub Bitimn
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oldor
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Proj Acct Proj Acct
GA421 GR422
Prepare Prepare

Figure 4-8. High level graphical model of change order process G54 - "Manage Monthly Owner Billing".

4.3.2.2. Source and Effect on Activity

We color an information element that is entered for the first timein green. If an activity is eliminated dueto the
internet-based system, the activity is colored in red (Figure 4-9). If the information value can be obtained from
another source, such as a previous document or database, we establish the relationship between these two
information elements using a curved arrow. In this case, we assume the activity would be automated with the
introduction of an internet-based system, and denote these activitiesin yellow.

Froject Team
Appr » (04 Manage
Proj Acct Proj Acct Proj Acct Proj Acct Clerk Clerk Cletk
G641 Ge42 G643 Lpotad GE46
Receive Prepare Autharize 1 d n Send to O
Owner P
Sub Biiling
Accounting
Accs:ntln Foldar
Proj Acct Proj Acct
G421 GAR422
Frepate Prepare

Figure 4-9. High level graphical model of process G54 shows the effect on activities due to an integrated internet-
based system. Yellow denotes automated activities. Thered color meansthe activity is eliminated.
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4.3.2.3. Document Workflow

A heavy red arrow indicates a document transfer between two different organizations. A heavy blue arrow
indicates a document transfer between the same company, but from the field office to the home office or vice-versa.
If the document changes hands between two different people in the same office as part of the same process, the
arrow is aso blue, but it is not heavy.

Figure 4-10. Graphical model of progress billings process showing the document wor kflow between organizations
to reguest, negotiate and process a payment application.

The graphical model of the monthly progress hilling process is illustrated in Figure 4-10 and is given in
Appendix B for greater clarity. The essential results will be discussed in Chapter 5. The main points to notice are
the following:

Lessthan 1% of the total project activities require entry of new data (shown in green).

An integrated internet-based system can automate approximately 97% of the progress billing process activities
by generating values automatically, calculating values or integrating information with its source (shown by the
curved arrows and/or yellow colored activities).

An integrated internet-based system can eliminate approximately 2% of the progress billing process activities
(showninred). Most arerelated to archiving, retrieving, copying and printing documents.

Now that we have introduced the business process modeling framework we devel oped from the case study and
examined how it relates to our research objectives, we present our analysis and resultsin Chapter 5.
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5. MONTHLY PROGRESSBILLINGS PROCESSANALYSISOVERVIEW

This chapter describes the analysis and results we obtained from the business process model for monthly
progress billings presented in Appendix A. We begin the discussion of our results by presenting our analysis
methodology.

5.1. Analysis Methodology
The business process model analysis and results are presented as follows:

Section 5.1.1. presents the three key dimensions we used for the results of the analysis - number of activities,
processing effort, and calendar time.

Sections 5.1.2. discusses the parameters of interest we used in our model (e.g., organization, position, skill,
activity classification, etc.).

Section 5.1.3. explains the layout and format we used to present our results.
Section 5.2 summarizesthe highlights of the single-parameter analysis.

Section 5.3 summarizes the insights of the multi-parameter analysis by analyzing how each parameter varies as
a function of the other parameters. This is interesting to help us understand the relationships between the
parameters and what the implications may be on staffing, productivity, skillsrequired, etc.

Appendix C describes the results of our single-parameter and multi-parameter analysisin detail.

5.1.1. Dimensions Measured in Analysis
The analysis measures these key dimensions:

Number of activities - how many activities are performed in the process at the document or information
element level to understand how an internet-based system would affect these activities.

Processing effort - how much "real” time (minutes), as opposed to calendar time (days), each process takes, and
how productivity is affected by the internet-based system. The time estimates for each activity were evaluated
in increments of five seconds. Thetotal effort estimates (expressed in minutes) can aso be used to estimate the
cost savingsin terms of the wages of the peopleinvolved, though thiswas not part of our analysis.

Calendar time - how much calendar time (days) each transaction in the process takes to understand the expected
impact on the overall process duration due to the internet-based system.
5.1.2. ParametersModeled in Analysis
The main parameters we modeled for each key dimension are;
Transaction —the main high-level processes model ed.

Organization — the organization responsible for each activity. This may be further subdivided into the Field
Office (FO) and Home Office (HO).

Position — the actor responsible for the activity (e.g., project manager, clerk, accounting entry person, etc.).
Activity skill —the skill required to perform the activity (i.e., clerical, technical, or managerial).
Effect on activity — the effect due to the internet-based system (i.e., same, reduced, automated, or eliminated).

Activity classification — the nature of the activity (i.e., prepare document, process document, authorize
document, locate document, or update database).

Source —the source of the information (i.e.,, DATA!, AUTO!, CALC!, or other Process D).



5.1.3. Presentation of Results

Theresults are presented in the following format:

A series of questionswill frame each analysis.

For each dimension, a histogram will graphically compare the paper-based system with the internet-based
system.

The values of the bars are given in the tables below the graph(s) for clarity.
The tables also show the % distribution of each parameter as afunction of the dimension.

The last table shows the comparison between the two systems in terms of % change (decreased or
increased).

5.2. Single Parameter Analysis Highlights

The graphs and tables presented in Appendix C clearly demonstrate the effects an internet-based system would
have on the progress hillings process by measuring one parameter at atime. The key insights or highlights of this
analysis are summarized here approximately in the same order presented in Appendix C:

Effect on Processing Effort & Productivity

The overall processing effort for the monthly progress billings process can be decreased by afactor of 84%
from nearly 9 work-hours to 1.5 work-hours, increasing the productivity by a factor of 6:1 (Appendix
C.1.2).

Each process cycle includes preparation of monthly schedule of values and applications of payment, review
and negotiation, and issuance of payment requests.

Effect on Process Dur ation

The impact on calendar time by using an internet-based system to prepare and process progress billings and
payment requests is significant — decreasing from almost 3 weeks to about 1 week. Thisis a decrease in
cycle time of approximately 67% (Appendix C.1.1.3). Having information from other administrative
processes and documents, such as time card information, aready in the system makes the value of an
integrated internet-based system evident.
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Figure 5-1. Comparison of total processing effort and calendar time for monthly progress billing process cycle with

the paper-based systemvs. an internet-based system. The savings approximate 84% in processing effort
and 67% in calendar time!

Effect on Communication

In the paper-based process, there are at least 30 hand-offs of the progress billing documents between
project participants (Appendix C.1.2).

In the internet-based process, there are only 10 hand-offs of the monthly billing documents between project
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participants.

More direct communication by excluding intermediaries may be one of the greatest factors that will enable

the expected savings of 67% in process time and 84% in process effort.

Effect on Organization

In the paper-based system, a total of 13 people, or 2-5 actors per organization, are needed to prepare and
process the monthly billing documents (Appendix C.1.2).

In the internet-based system, only 5 people, or 1-2 actors per organization are needed to prepare and

process monthly billings.

For most companies, only the project manager and project accountant or the architect are needed in the
progress hillings process. The clerk and the accounting entry person are no longer needed since their

activitieswould be either automated or eliminated (Appendix C.1.2).

With an internet-based system, each project organization would reduce the effort with the current paper-

based system by 53%-100% (Appendix C.1.3.).

Effect on Skills Required

The internet-based process focuses the processing effort on managerial skills (89%) and reduces the need

for clerical (11%) and technical (0%) skillsto aminimum (Appendix C.1.4.).
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Figure 5-2. A monthly progress hilling process model analysis comparing the processing effort required with a
paper-based system vs. a hypothetical integrated internet-based systemin terms of processing effort per

organization and effort per activity skill.

Effect on Transactions

Of the 56 different transactions in the paper-based process, 12 would be eliminated and 11 would be

completely automated (Appendix C.1.2).
Effect on Activities Dueto I nter net-Based System

The internet-based system has a significant effect on almost every activity. 59% of the processing effort
for paper-based activities would be automated, 32% would be reduced, and 3% would be completely

eiminated (Appendix C.1.5).
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Figure 5-3. A monthly progress billings process model analysis comparing the processing effort required with a
paper-based system vs. a hypothetical integrated internet-based system in terms of effect on processing
effort by systemtype.

Effect by Activity Classification

The magjority of the processing effort (80%) is centered on authorizing progress hillings, instead of
preparing documents, processing documents, locating documents, updating logs or updating the accounting
database (Appendix C.1.6).

Analysis by Activity L evel

The number of activities at the information element level goes from 95% to 97% of the total activities.
Hence, less effort is spent on non-value-adding activities at the document level, such as " print document™ or
"archive document". The processing effort for activities at the document level is reduced by 66% while the
effort for activities at the information element level is reduced by 98% (Appendix C.1.7).
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Figure 5-4. Comparison of processing effort per activity classification and activity level for the change order
process with the paper-based systemvs. an internet-based system.

Analysis by I nformation Sour ce

Lessthan 1% of the total activities at the information element level require new dataentry. This means that
over 99% of the information contained on payment applications and payment requests can be either
obtained from a different document or generated automatically by an internet-based system (Appendix
C.1.8).

Analysisby Data Type

Although the purpose of progress hillingsis to record the "$ amount billed" for completed work on project
activities, only 51% of the activities in the process deal with "$ Amounts." Many other information
eements of different data types (e.g., company name) are needed to give each document its context
(Appendix C.1.9).
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Figure5-5. Comparison of processing effort per source of information and data type for activities at the

information element level for the change order process with the paper-based systemvs. an internet-
based system.

In summary, the internet-based system provides better use of time, effort, and resources, and makes information
instantly accessible and reusable for other processes. Now, we give an overview of the results of our analysiswhere
we compared two parameters at atime.

5.3. Multi-Parameter AnalysisHHighlights

The graphs and tables presented in Section 5.2 and Appendix C.1 clearly demonstrate the effects an internet-
based system would have on the monthly progress billings process by measuring one parameter at atime. This
section and Appendix C.2 discuss how these parameters vary as a function of the other parameters. This gives
further insight into where the internet-based system would have the greatest impact on the overall process.

Some of the key insights or highlights of this multi-parameter analysis are:

Distribution by Organization

With an internet-based system, the GC spends 85% of its processing effort on managerial activities
compared to 27% with the paper-based system. The effort he spends on clerical activities decreases from
62% with the paper-based system to 15% with an internet-based system. Thisimplies the GC can use his
skills and time more productively instead of on clerical activities (Appendix C.2.1.1.2).

Of the GC's processing effort, 4% would remain the same, 24% would be reduced, 69% would be
automated, and 3% would be eliminated (Appendix C.2.1.2.2).

The effort to prepare the progress billings decreases from 43% to 1%, while the effort to authorize the
billing documents now takes more importance going from 25% to 81%. Processing documents and
updating the information to the accounting database does not add processing effort to the project managers
activities since thiswork is automated (Appendix C.2.1.3.2).

Distribution by Activity Skill

For manageria activities: 17% of the effort was by the MSD sub, 17% by the WI sub, 31% by the GC, 2%
by the CM, 0% by the O, and 33% by the FA.

In the paper-based system, the clerk and the accounting entry performed mostly clerical activities to
dleviate managerial people like the project manager from performing these types of activities. Now that
these activities are automated, the project manager can perform most of these activities himself and still
spend lesstime (Appendix C.2.2.1.2).

The internet-based system has the greatest impact on clerical and technica activities. 97% of activities
requiring clerical skills would be automated and 3% eliminated. 100% of activities requiring technical
skillswould be automated (Appendix C.2.2.2.1).

Distribution by Effect on Activity

The digtribution of the activities automated by an internet-based system in terms of organizations is as
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follows: The MSD sub performs 22%, the W1 sub 13%, the GC 49%, the CM 10%, the O 5%, and the FA
1% (Appendix C.2.3.1.1).

91% of the activities that remain the same are managerial. This is logica since the time to review a
progress billing would not be affected significantly by the system used to create it (Appendix C.2.3.2.1).

The distribution of the activities automated by an internet-based system in terms of activity skill is as
follows. 27% are technical activities, and 72% are clerical activities (Appendix C.2.3.2.1).

The distribution of the activities eliminated by an internet-based system in terms of activity skill is as
follows: 100% are clerical activities (Appendix C.2.3.2.1).

The distribution of the activities automated by an internet-based system in terms of activity classification is
as follows: 63% are to prepare documents, 2% to process documents, 8% to update the accounting
database, and 26% to update logs (Appendix C.2.3.3.1).

Thedistribution of the activities eliminated by an internet-based system in terms of activity classification is
asfollows. 5% are to prepare documents, 9% to process documents, and 86% to locate (archive) documents
(Appendix C.2.3.3.1).

Distribution by Activity Classification

Of the total paper-based activities to prepare documents. 29% were performed by the MSD, 15% by the
WI, 47% by the GC, and 8% by the CM (Appendix C.2.4.1.1).

Of the processing effort to prepare documents with an internet-based system 6% would be consumed by
MSD, 6% by WI, 4% by GC, 1% by CM, and 84% by FA (Appendix C.2.4.1.2).

An internet-based system would automate 99% of the activities to prepare documents, 0.1% would remain
the same, 0.2% would be reduced, and 0.2% would be eliminated (Appendix C.2.4.3.1).

An internet-based system would automate 100% of the activities to update the accounting database
(Appendix C.2.4.3.1).

An internet-based system would automate 100% of the activities to update logs (Appendix C.2.4.3.1).

An internet-based system would reduce 3% of the processing effort to prepare documents, 4% would
remain the same, 93% would be automated and 1% would be eliminated (Appendix C.2.4.3.2).

An internet-based system would reduce 85% of the processing effort to authorize documents, 14% would
remain the same, and 1% would be automated (Appendix C.2.4.3.2).

In conclusion, our analysis shows internet-based systems can be very useful in streamlining the monthly
progress billings process and making the best use of people's talents by taking advantage of technology to automate
clerica and technical activities and also to eliminate paper-based activities that are no longer relevant, such as the
need to copy, print and archive associated project documents. The internet-based system significantly reduces the
effort to prepare and process monthly progress billings and payment requests and completely automates the effort to
update the accounting database and document logs with the same information.

We now present asummary of our contributions and expected benefitsin Chapter 6.
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6. CONTRIBUTIONS AND BENEFITS OF RESEARCH

In this report, we have discussed why modeling management activitiesis an essentia step to achieve the vision
of information integration in the AEC industry. This chapter summarizes the contributions our research has made
towards information integration and offers some insights of the mgor qualitative and quantitative benefits an
internet-based system can offer over paper-based systems of project control, based on our analysis of the monthly
progress billings process model.

6.1. Contributionsof Research
The research contributes to two main areas of importance:

First, it extends the product and process modeling concepts developed in AEC research to model engineering
and construction activitiesto include project document and management activities.

Second, it provides a framework consisting of severa structured levels of detail to model AEC business
processes in a consistent and logical way. This is useful to describe and compare different business processes
across companies, system types, project phases and categories.

These contributions are necessary and useful to create business process models that provide a basis for useful
and insightful analysis of where internet-based systems will provide value and an estimate of what this value will be.

6.1.1. Extending Previous AEC Research for Modeling Business Processes

Previous research and standards efforts in AEC product and process modeling have been heavily focused on
modeling the building components and physical activities of a construction project. Relatively little has been done
with respect to project documents and management activities. However, due to the intense fragmentation present
today in managing paperwork across companies using paper-based systems, the potentiad of new internet
technologies, and the need for standardized transactions across the AEC industry, research in this areais needed.

The good news is that many of the concepts developed to modd construction activities and building
components can be extended and modified to model management activities and documents. For example, the
progress billings process model uses concepts such as project, facility, physical activity (action-building
component), resource, date, time, cost, organization, actor, application, and document that are common to
construction product and process models as well.

6.1.2. Levelsof Detail in Business Process Modeling Framework

The business process modeling framework defines multiple levels of detail ranging from the business process
category level, such as "6 - Manage Progress Billings', to the information activity level, such as "G622131 - Enter
Owner Payment Application No.". The various levels of detail help us visualize how documents are created and
processed, what information needs to be linked, and how information flows. Each activity compares the processing
effort for the paper-based vs. an internet-based system allowing us to estimate the potential magnitude of the impact
an internet-based system can have on productivity. The model aso shows where internet-based systems are
expected to have the most impact. This adds a unique perspective not found in most process models created by
various organizations or companies, which are only at the document level.

The value of structuring business processes using the framework we developed is that it is now possible to
model other business processes such as those in resource management and payments using the same levels of detail
and compare the similarities and differences very easily. It isalso possible to determine very clearly the logica flow
of information. This is useful to help standards bodies and software companies define an implementation and
standardization strategy for building applications that incrementally add value to the end-user by integrating with
and building upon previous processes defined within other applications. This approach would add the most value
and thus leverage the return on investment of everyone'stime and effort.

6.2. Key Benefits of Internet-Based Systems

In this section, we highlight the mgjor qualitative and quantitative benefits observed from the analysis of the
monthly progress hillings process model:
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6.2.1. Qualitative Benefits
The processis streamlined.

- Only one or two people per organization would be needed to enter schedule of values information directly
into the accounting system.

- Repetitive activities, such as "enter % complete”, will be automated.

- Paper-centric activities, such as "print document” or "archive document”, will be eliminated.
The quality of information will increase.

- Thesystem could automatically include change orders that have been approved for billing.

- There would be less chance of entering incorrect or incomplete information if the system checks the
integrity of the information before committing it to the database.

- The system would virtually eliminate the need for phone calls to clarify or request missing or potentially
incorrect information entered on paper documents.

- There would be less need to negotiate amounts billed since the "% complete" would be calculated
automatically by the system using integrated control cells.

The information will be available immediately.

- Management would be able to prepare schedule of values and payment applications quickly by integrating
with the billings submitted by subcontractors for each lineitem.

- Management would be able to quickly identify what documents are associated with aline item or 4D-CAD
model by performing XML -based data searches or by following related links.

- The relevant documents for the preparing the billings would be available instantly without having to go
through intermediaries and associated delays to find documents or waiting for companies to re-submit a
document.

Theinformation will be integrated with its source and across multiple processes.

- Themodel showsthe source of every information element, thus establishing the relationships necessary for
automated information flow.

- Better integration eliminates the need for intermediaries and data re-entry.

- Key information can be centrally located for reuse in other processes like cashflow analysis or billings vs.
payment report for any billing period.

6.2.2. Quantitative Benefits
Productivity will increase as processes become more efficient.

- Of the 56 different transactions in the paper-based process, 12 would be eiminated and 11 would be
completely automated

- Theoverall process effort can be reduced by nearly 84%, increasing the overall process productivity by six
times and significantly shortening the compensation cycle.

Automation or €limination of redundant activities and information.

- Our model and analysis demonstrate that less than 1% of the total activities at the information element level
reguire new data entry.

- This means over 99% of the information contained on progress billings can be either obtained from a
different document or generated automatically by an internet-based system.

Quality of process effort will increase with an emphasis on value-added information and managerial activities.

- Themajority of the effort (80%) would be spent authorizing the change order requests rather than preparing
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them, processing them or locating (archiving) them.

- The internet-based system increases the relative amount of process effort spent on managerial activities
from 36% to 89%, thus reducing mundane clerical and technical activitiesto aminimum.

- Thenumber of activities at the information element level increases from 95% to 97% of the total activities,
implying fewer non-value-adding activities at the document level such as "print document™ or "archive
document”.

Hard cost savings can be estimated.

- Although we did not estimate hard cost savings, it is evident that the savings will come from the reduced
process effort.

- To be more precise, it would be necessary to include the printing costs, paper copy costs, and faxing or
mailing costs saved and offset these with the costs to implement the internet-based system.

Impact on calendar time is very significant for the monthly progress billings process.

- Automating the progress hillings process can probably reduce the process from about 3 weeks to 1 week, a
savings of nearly 67%! Thisisvery significant in terms of reducing the compensation cycle.

- Themodel shows the true value of integration using an internet-based system because users can now make
effective use of time card and change order information aready in the system.

These benefits increase personnel productivity, reduce project duration, lower costs, and enhance the qudity
and integrity of information and communication on the project.

6.3. Conclusion

In conclusion, business processes today are inefficient and complex. The AEC industry needs a way to
streamline these business processes to reduce project duration and costs. Internet-based systems have the potential
to enable great time and money savings, but industry standards are required. Therefore, there is a need to model
these business processes explicitly to understand and visualize the flow of information and to identify the source and
quantify the magnitude of these process inefficiencies. In our research, we developed a business process modeling
framework to create explicit business process models and assess the potential benefits of integration with internet-
based systems over traditional paper-based systems. This report details our findings with respect to the monthly
progress hillings process. Other reports describe our findings for time cards, change orders, and payment processes
to gain a more global perspective. We believe this will become very important in the coming years as companies
strive to streamline their information management processes and integrate seamlessly with their trading partners.
We hope that this report provides the starting point and tools for a dialog between the many participants in project
management processes and between software vendors and practitioners to enable professionals to use their expertise,
time and attention in the best possible way.
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APPENDIX A. ANALYTICAL PROGRESSBILLING PROCESS MODEL

See link on CIFE website.



46



APPENDIX B. GRAPHICAL PROGRESSBILLING PROCESS MODEL

See link on CIFE website.
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