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PREFACE 

This Standard was prepared by the Jo int i\ustralia.':\ew Zea land Stanci<Hds Commillee OB16 
on Value Y1an agcme nt. 

The purpose of thi s Standard is to provide nat ional guide lines for the applica tic n of Value 
\1anagc ment principles in constructi on , nwnu f{lc turing and ~en· ice industries. 

The objective is to prov ide users wit h a Va lue Manageme nt framework. by defini ng terms, 
establishing essentia l elements for conducti ng a Value \ lanagernent study and clari fy ing ro les 
and responsib ilities. 

This Standard al so seeks to educate and inform the consumer abou t Value tvbnagc ment and 
thereby reduce confusion and protect the broad community . 

A secondary aim is to promote the use of Va lue \1anagernen t techniques and provide an 
impetus to innovation in the appli cati on of. and in the fu rt her de\·e lopment of. Va lue 
Manage ment. 

@ Cop)'righr - STASDARDS AL.:STRALlr\ , ST:\\DARDS \'EW ZEALA:'\D 

C~crs of Standards are rcm!ndt·d thai copyrighl subsrsts in all SrandarJs Ausrr;Ura ;md Sr:tnJards New Zealand pubhcauons :l~d sofrwarc:. 
Exc::pt wire r~ th~ Copynght A ct ;,llows and exc~pi \\ ht!l t provid~d i o! belo" no pubhc.1110no; or software produced by Standaids :\usrr.rlra 
or Sr:.nd;.rds :'\cw Zealand ma\ ~ rt·vroduccd. srorcd rn;, r c :ric, ~l Sl >ltrn 111 Jn' iorm or rwnsmiucd b\ an\ means w1thour pu or pcrm1-.sron 
rr1 "rlirng fron: Srandards .-\u~i r ~ l r a o'r St~ndards :'\e" 7..e ~Jand Pemirsston m~v "tx colncltlronal on an approp11:.tc ro~.rlty p.rymt·nt. Ausua l i~n 
H"'-!U~sts :or pcrrnrs:;ron and rnform<•lr<'n <'II comm~ra al safl\\ are ro,·alrie~ should IX' duccrcd :o rhe hc..rd office of S:~ndard< :\usuaha. :-.:~" 
Zca! .• nd requests should t-.e .irrC(It d to Sranda:ds \c" Zealand · 

l"p to 10 percent of :h~ rcchnr.:a l conrcnt page~ ot a Srandard may be copred for u~,. ~xcl u~ r , ely m·hou'e b~ pur ch~sers of the 
Sr.lndard " Hhour p:•) rncnr oi ..r royalty or aJvrcc 10 SIJnd~als :\usu~lra or tJndards :'\c" 7..c;;l;,nd. 

J n.-l u~ •un of .:t•p) righr rnarcrr:.J in ;:om puler sohwart· progams is ~lso pcrmllled wnhuul f<) ' •• lty payrncm pr(w~tkd such progr::ms arc 
us~d {·xdusl\l"h m·houst· b1· rhc crcarors ot lhl" pwgr:tms. 

C::rc <hould be G •k~n 10 cnsurt rhar marcrial u~cd r ~ fr.)m rh~ current edition of the Srand:ud and rhar rl is updarr d whenever rhe Srand:ud 
IS :.mended or renscd. ·nrc number and d~tc· of !he Standard should lhercforc be clear!) rcknr.ifrcd. 

TI1e usc of m3renJ! rn pllnt form or in compurer software prog.r~ms 10 be used commerci:lll y. with or wrrhonr ra.ymenL or in commcrci;l l 
c<JnrracL\ rs sub;e'i ro rh~ pa~ men I of a royalty. Th:~ polrc~ may be ':ui~J b} Swndards Ausualia or Sr~ndards :"cw Zealand at ;,ny ume. 
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FOREWORD 

The purpose of this Standard is to prov ide gu idelines to cl ients and other users for the 
appli cation of Val ue Manage ment. This Standard defin es terms. establishes the essen tia l 
d ements necessary to achieve effecti ve value management and cla ri fie s ro les and 
responsibilities, but is not specifically intended to play the rol e of a handbook o r training 
manual. 

Va lue Management is a structured. systematic and analytical process which seeks to achieve 
val ue ior money by providing all necessary fun cti ons a t the lowest total cost consis tent with 
required levels of quality and performance. The process may be appli ed to management 
decision making at any level of an organization and specifi call y may be appli ed to projects, 
products. systems, se r,' ices or processes. 

The concepts outl ined in this Standard are equal ly appropriate for public and private sector 
app licat ions. 

The Va lue \1anage ment process is centred upon a part icipatory workshop involving a multi 
disciplina ry. represe ntati ve g roup of people working together to seck the best value so lut ion 
for a parti cular situation. Three cri tical success factors in the Va lue Management process 
have been identiiied and addressed in thi s Standard . These factors are the methodology 
employed. the commitment of those in volved and the way in which the tota l process is 
facilitated and managed. 

This Standard recog ni zes internati onal practi ce in adopting the Miles* Job Plan as the core 
methodology. The term ·va lue analysis' is frequently used when th e Job Plan described in 
this Standard is appl ied to exis ting products or processes. The term ' value engineering· is 
commonly used when the value techniques are applied at th e des ign s tage . Value Ma nagemen t 
was deve loped when th e M il es methodology was extended to management and administrati on 
ac ti v itii?s. The term Value l\·1anage mcnt is generall y used fo r the applicati on of th e Job PJ:-~n 
at a ll levels. 

• Value 3na lysis l<.:chniq ues were devt:lopcd in The Generai Elccir ic Company in the USA in 1947 by Lawrence 
D \1 iles, to obt ;~j ;; subsian tial cost reductions in exist ing products, us ing fu nctional anal ys is to systematically 
ei iminate unnecessary costs wi thout reducing reliability ur saleability. 

Subsequent use and development of the techniques in the US :\'avy was called va lue eng ineering. Later use oi 
the tcc!wiqucs in the wirier areas o f management, finance, manufactur ing, construction and services now tends 
to use the term Value Management. 
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1.1 SCOPE This Sta nd ard establi s hes fundamental terminology and defin itions: the 
appli cation o f Value Management; core c lements of Value Management; techniques of Val ue 
Manageme nt and roles and responsibilities. 

1.2 DEFil'iiTIONS For the purpose of this S ta ndard, the definitions below a ppl y. 

~OTE: These defi nitions are not in al phabetical order for emphasis and commence with the key 
words in the subject. 

1.2.1 Value Management- a s tructured. and a nalyt ical process which seeks to ac hieve 
va lue for mone y by providing all the necessary functions at the lowest total cos t cons iste nt 
with required levels of quality and performance. The Standard uses the term ·Valu e 
Management · as being sy no nymous wi th the te rms ·valu e analysis' and ·value eng ineeri ng ' . 

1.2.2 Va lu e - the lowest cost to re liably accompli sh a function in acco rdance with required 
levels of quality and performance. 

1.2.3 F uu c tion - th at which the product. service. project. process or syste m does to make 
it work and se ll. 

1.2. 4 Job Plan - sequential approach to imple menting the core ele ments of a Value 
Ma nagement S tudy . 

1.2.5 Study - the application of Val ue Management to a produ ct, serv ice. projec t. process 
or s ystem. 

1.2.6 Study g r oup/ team - the inte rdi sciplinary g roup o r team of part ic ipants . working in 
c lose phys ical prox imit y and direct communica tio n. and committed to the common goal o f 
working through the Job Plan to s uccessfully bring a Value .'vlanagement s tudy to com pletion . 

1.2 .7 Facilitator - a s uit ab ly expe rienced person trained in appro pria te me thodologic:s 
respo ns ible for guiding the team or g roup thro ug h the Valu e \1anage ment Job Pl a n and fo r 
creating a highly mo ti,·a tcd climate wit hin a s tutly group/ team . 

1.2.8 Value \1a nagement brief-a s tatement . endorsed by the cli e nt that es tablis hes what 
the study g roup/team is required to achieve. 

1.2.9 FAST (Functional A na lys is Systems Technique) diagra m - a d iagram to graphicall y 
s how the logical re lations hips and costs of the functions o f a product , serv ice, project. 
process o r system. 

1.2. 10 Basic functio n - the s pecific reaso n for which the product. s ervi ce. process o r 
syste m was de s igned and made . 

l.2.11 Secondary function-the s uppo rtin g func ti o ns whic h the product. service. proces · 
o r s ystem perfo rms. 

1.2 .1 2 To ta l cos t - all cos ts dete rmined as appro pri a te to the particular Value ~~ anagcment 
Sltldy. 

1.2.13 F un ction Analys is - Verb-noun descriptio n o f the s ignificant fun c ti o ns o f the 
product. process or s ys tem, recogn izing that eac h s ig nifica nt functi o n wil l be s upported by 
many s ubs idiary functions. which may need to be cons idered iatcr in the process. 

COPYRIGHT 
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SECTION 2 APPLICATIONS 

2.1 GENERAL Value Management may be applied to management decision making at 
any level of an organization. Specifically, it may be applied to projects, products, systems, 
services or processes. 

In each of these cases Value Management may be used to examine new schemes as well as 
existing ones. The process may be applied at any stage in a life cycle of a project, product, 
system, service or process and may be applied a number of times in that life cycle to ensure 
continuous value improvement. 

It has been demonstrated that the highest potential benefit from Value Management occurs 
at the earliest stages in the life of a scheme. In particular, benefit is gained where studies are 
held prior to financial commitments being made or at least prior to scheme implementation. 
A series of Value Management studies may be held at various times on the same project 
during concept design and construction/manufacture. 

2.2 APPLICATIONS Typical applications of Value Management include: 

(a) Construction-

(i) project concept; 

(ii) client brief; 

(iii) site selection; 

(iv) design proposals; 

(v) material selection; 

(vi) construction programs; 

(vii) construction methods; and 

(viii) facility maintenance. 

(b) Manufacturing-

(i) product concepts; 

(ii) client brief; 

(iii) design proposals; 

(iv) material selection; 

(v) manufacturing methods; and 

(vi) product marketing. 

(c) Systems, services and processes-

(i) concepts; 

(ii) client brief; 

(iii) design proposals; 

(iv) implementation procedures; 

(v) monitoring procedures; 

(vi) maintenance procedures; and 

(vii) strategic planning. 

COPYRIGHT 
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(d) Management decision making in circumstances when Value Management is used as a 
group/team problem-solving process on issues such as-

(i) policy formulation; 

(ii) asset management; 

(iii) maintenance management; 

(iv) marketing; 

(v) administration; 

(vi) overheads; 

(vii) capital and recurrent budgets; 

(viii) organization design; 

(ix) cycle time management; 

(x) programming development; and 

(xi) information technology. 
I 

(e) Value Management incentive clauses 

A specific use of Value Management is the Value Management incentive clause. Value 
Management incentive clauses (VMIC) are contract clauses which offer financial 
incentives to contractors by a sharing of the savings generated by the contractor and 
by contractor-initiated changes to contract specifications, scope of work or 
methodology. 

Value Management incentive clauses provide a formalized method to encourage 
contractors to suggest contract changes which reduce the overall cost to the owner. The 
contractor's reward is a share in the resultant savings. 

Such changes, which lead to more economical ways of carrying out the work while still 
providing the essential functions required by the owner, invariably include the 
elimination or modification of requirements found to be in excess of actual needs . 

Since Value Management is primarily concerned with function, or 'what things actually 
do', the process has extremely broad potential application to any situation in which 
value improvement is being sought. 

COPYRIGHT 
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SECTION 3 ESSENTIAL ELEMENTS 

3.1 INTRODUCTION To ensure the best possible outcome of a Value Management 
study, it is necessary to obtain a correct balance of three essential elements. These are-

(a) core methodology; 

(b) 

(c) 

commitment of participants; and 

management of the process. 

3.2 CORE METHODOLOGY This Standard adopts the sequential approach and uses the 
core elements of the methodology called the Job Plan, developed by Lawrence D. Miles, 
requiring a Value Management group/team to systematically follow through the Miles phases, 
or their equivalents. Table 1, explains the system. 

TABLE 1 

CORE METHODOLOGY 

Miles Job Plan phases Typical equivalent terminology 

Information Information 

2 Analysis 2 Function Analysis 

3 Creativity 3 Creative/speculation 

4 Judgment 4 Evaluation of options 

5 Development 5 Plan/report 

The Job Plan is flexible and adaptable, enabling· its application over a wide and extensive 
range of Value Management topics, requiring the Value Management Study group/team to 
proceed systematically through the following phases: 

(a) Information phase- collecting all relevant information such as customer requirements, 
specifications, details of any constraints or relevant policy decisions, costs involved in 
proposed or existing project. 

(b) Analysis phase-1 isting significant functions, and where necessary determining the cost 
of each function, or, in some cases, who is now responsible for performing each 
function . It may also be considered appropriate to develop a FAST diagram to 
determine those functions which are to be subjected to more detailed Function 
Analysis. In other cases it may be considered preferable for the group/team as a whole 
to decide which functions should be subjected to a more detailed analysis. 

(c) Creativity phase-using focused creative lateral thinking processes, list, for the 
selected functions, the numerous alternative ideas or options for performing existing 
or proposed functions . A large quantity of ideas (and not solutions) should be generated 
and recorded at this s tage, without any stoppages for judgment or critic ism. 

(d) Judgment phase-apply analytical judgment to the lists of ideas or options, to select 
the alternatives which will achieve the necessary functions at lowest total cost, 
consis tent with required levels of quali ty and performance. Specialists or experts may 
be called in to assis t in deciding the alternatives which will be developed as 
recommendations. 

(e) Development phase- consider the problems involved in implementing the developed 
recommendations, how they can be overcome, recommend action by whom and by 
when, and, as required, prepare the Value Management report. 

COPYRIGHT 
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It is necessary that each of these phases be followed. A typical Value Management workshop 
varies in duration from 1 to 5 days. To this must be added the time taken before the 
workshop for the facilitator to become familiar with the project and personnel and the time 
taken after the workshop for reporting and any follow up that may be required. 

3.3 COMMITMENT OF PARTICIPANTS A Value Management study will only be 
totally successful when all the personnel involved enable development of a suitable climate 
in which group/team concern is accepted ahead of personal concern. To this end the 
facilitator will promote: 

(a) Cooperative behaviour. 

(b) The developme nt of many alternative ways to meet the functional requirements of any 
element of a project or process; that is, free exchange of new ideas or new ways to 
solve problems. 

(c) Overcoming resistance to change. 

(d) Adherence to Job Plan and time constraints. 

Participants must becom$! involved in the full scope of the study and not be limited to 
concern for their own sectional interests. 

3.4 MANAGEMENT OF THE PROCESS 

(a) General It is essential that top levels of management and key individuals be familiar 
with the process, be committed to its introduction and implementation, know what to 
expect from a study, and provide the necessary resources and support. The Value 
Management brief and objectives must be approved by the top level executives or key 
individuals concerned, and agreement reached that participants may not be withdrawn 
during the study. Executive support ensures timely resource approvals, staff availability 
and committed participation. 

(b) Management In preparation for a Value Management study, a Value Management 
brief is prepared, study objectives agreed, suitable group/team participants selected and 
an experienced facilitator appointed. Selection of the members of a Value Management 
group/team will depend on the subject of study, with the number of participants 
typically varying from 4 to 20, and in some cases more than 20. It is necessary that key 
individuals and participants be familiar with the process, be committed to its 
implementation and know what to expect from a s tudy. 

A Value Management group/team may comprise stakeholders, users, suppliers or multi
disciplinary specialists, with some being involved full-time and others possibly called 
in at appropriate times during the study. 

In group/team selection, it is essential to select the best available experienced members 
so that their recommendations will have credibility . A program for the management of 
the study must be prepared showing the activities involved, the people involved and the 
proposed time by which each activity is to be completed. 

The report resulting from the study must include an action plan showing deadlines and 
who has the responsibility for its implementation. This will enable monitoring of the 
management of the Value Management process, and the outcome. 

(c) Workshop management and facilitation Workshop facilitation plays a pivotal role in 
the Value Management process. While some facilitation skills will be common to all 
Value Management Studies, other facilitation skills will only be called for in certain 
situations such as when large groups/teams are involved. 

COPYRIGHT 
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The facilitator should be independent of the group/team with whom the study is being 
conducted and should promote a constructive group/team spirit, encourage cooperation 
of all participants and engender and maintain enthusiasm, while not unduly influencing 
decisions or dominating activities. 

In order to perform this pivotal role, the facilitator must have a thorough knowledge 
of Value Management processes, procedures and techniques and should demonstrate 
competence in a wide range of skills including: 

(i) Group/team management skills. 

(ii) Communication skills. 

(iii) Analytical skills. 

(iv) Interpretation skills. 

(v) Questioning skills. 

(vi) Lateral thinking skills. 

COPYRIGHT 
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4.1 INTRODUCTION The Value Management methodology requires the facilitator to 
employ processes and techniques to ensure the group/team achieves the necessary degree of 
analysis, innovation, ideas generation, evaluation and selection. 

One technique (Function Analysis) is unique to Value Management. The skilled facilitator 
will also draw on more generally applicable techniques for team building, group decision 
making and management as appropriate for the particular situation. 

4.2 THE PROCESSES AND TECHNIQUES Table 2 below, shows typical objectives, 
questions, activities and techniques for each of the Job Plan phases. 

TABLE 2 

OBJECTIVES, QUESTIONS, ACTIVITIES AND TECHNIQUES 
' 

Phase Typical objectives Typical questions 
Typical 

activities/techniques 

Confirm VM objective What is VM purpose? Presentation 

Clarify assumptions What is ra tionale? Graphics 

Informa tion Provide information base What is timetable? Cost, energy, area models 

Set scope of s tudy Pre-reading 

Life cycle costs 

Rationalize data What does it do? Function Analysis 

Clar ify functions What does it cost? FAST diagram 

Analysis Understand system links What must it do? Funct ion hierarchy 

Tes t parameters What are performance criteria? Priori ty matrix 

Select high result functions What are quality criteria? 

Generate alternative ideas What are the alternatives? Lateral thinking 

Gain mu lti·discipline input What e lse satisfies fu nctio n? Creative thinking 

Creativity Maintain non-judgmental Sub-topic focus 

environment Sub-group faci litation 

Encourage the unconventional 

Assess and cull ideas What do a lte rnatives cost? Rating/weighting 

Promote further options What alternatives are functional? Life c ycle costs 

Focus on solutions What ideas link together? Multidisciplinary input 
Judgment 

Target value improveme nts Acceptability of options? Group/ team interaction 

Promote communications Common/corporate sense 

Seek group/team consensus 

Refine improvement options What arc the va lue improvements? Cogent report and executive 

Document rationale Why change from status quo? summary 

Development Present outcomes and What further actions are needed? Clear action resolution 

recommendations What decis ions are required? Coordinate actions 

Engender ownership Action plan and follow up 

COPYRIGHT 
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SECTION 5 ROLES AND RESPONSIBILITIES 

S.l ROLES The principal roles of parties involved in a Value Management Study are the: 

(a) Facilitator The facilitator is the key to assuring that the study is conducted in a manner 
which includes the essential elements of Value Management and manages the actual 
workshop session with respect to the Job Plan and in terms of group/team facilitation and 
action. The facilitator has a responsibility to maintain client confidentiality and to ensure 
personal ideas and opinions do not influence the study group/team, while still managing 
the workshop process in accordance with time constraints. 

(b) Participants Participants are those who input into the Value Management study. They 
may include-

(i) client-the proponent of the Value Management study and responsible for 
endorsement of the study objectives and for progressing and· monitoring the 
outcomes; 

(ii) task personnel-those involved with contributing to a solution to the problem 
at hand and improving value; and 

(iii) independents-usually people with specialist skills in the topic under 
consideration who are introduced to the workshop, but specifically independent 
of the task personnel. 

(iv) stakeholders-parties other than the client, with a vested interest in the outcome 
of the study. 

Within these roles, the assigned tasks may vary depending on the nature of the Value 
Management topic, the scale of the participating organizations and the extent of Value 
Management activities undertaken by the parties. In some cases the facilitator may take on 
all arrangements solely, and that can occur whether the role is taken by an in-house resource 
or external consultant. 

5.2 RESPONSIBILITIES A number of activities are generally necessary prior to the 
conduct of a workshop session. Responsibility for these, including the activities listed below, 
should be clearly assigned in the manner described thereunder-

(a) a brief for facilitator, scope of work; 

(b) format for study; 

(c) 

(d) 

(e) 

(f) 

(g) 

(h) 

(i) 

(j) 

venue and dates confirmation; 

identification of stakeholders/decision makers; 

clarification of objectives of Value Management study (including the basis of 
agreement with client); 

agreement about the total cost appropriate to the particular Value Management study; 

selection and invitation of participants; 

preparation of necessary data for workshop session; 

development of an agenda; and 

briefing participants for the information stage. 

During the actual workshop session the responsibilities are clear. The facilitator must 
effectively and impartially manage the process and the study group/team and the participants 
must positively contribute to achievement of the value improvement targets throughout the 
Value Management process. It is usual for one key participant to have a coordination role in 
the pre- and post-workshop phases and to act as both a reference point and a team catalyst 
for continued action. 

Executive client support for adequate monitoring and follow-up of study recommendations, 
action plans and outcomes assures greatest relevance of the efforts made in Value 
Management. 

COPYRIGHT 
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governments. consumers and other sectors. The requirements or recommendations contained 

in published Standards are a consensus of the views of representative interests and also take 

account of comments received from other sources . They reflect the latest scientific and industry 

experience . Austra lian/New Zea land Standards are kept under continuous review after publication 

and are updated regularly to take account of changing technology. 

International Involvement 

Standards Australia and Standards New Zealand are responsible for ensuring that the Australian 

and New Zealand viewpoints are considered in the formulation of international Standards and that 

the latest international experience is incorporated in national and Joint Standards. This role is vital 

in assisting local industry to compete in international markets. Both organizations are the national 

members of ISO (the International Organization for Standardization) and IEC (the International 

Electrotechnical Commission). 

Visit our web sites 

www.standards.org .au 

www.standards.com .au 

www.standards.co.nz 



~STANDARDS 9 AUSTRALIA 
GPO Box 5420 Sydney NSW 200 1 

Adminis tration 

Phone (02) 8206 6000 

Falt (02) 8206 600 1 

Email ma1l@slandards com au 

Customer Service 

Phone 1300 65 46 46 

Fax 1300 65 49 49 

Email sales@standards.com au 

Internet www.standards.org.au 

~}) 
STANDARDS 

Level 10 Radio New Zealand House 

155 The Terrace Wellington 600 1 

(Pnvate Bag 2439 Wellington 6020) 

Phone (04) 498 5990 

Fax (04) 498 5994 

Customer Services (04i 498 599 1 

Information Service (04) 498 5992 

Email snz@standards.co.nz 

Internet www standards co.nz 

) 


