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Purposes

Design 
Criteria

Operation 
Design

Funds,Time, 
Location, 
Regulations

Facility 
Design(s)

Values

Constraints

What’s Wanted (Ends) What Provides (Means)

Project Definition Process

Project Definition Process

A business case is developed from forecasts of demand and 
revenues, coupled with rough project scope, cost and schedule 

Idea

Constraints Workshop

Design Workshop

Values Workshop

If business case is accepted, Client forms 
project delivery team/holds kickoff workshop

Set target cost below 
approved budget

Workshop to align values, designs and 
constraints

Client decides if to fund the project

Workshop to identify misalignments 
between values, designs and 

constraints

OK
?

Re-
vise?

Launch Design 
Phase

*All understand in rough terms the starting points for 
values, designs, and constraints, and what is 
changeable. *All understand the project definition 
process and roles & responsibilities . *Agree on learning 
objectives and understand what’s required in order to 
achieve them

*Operations designs with potential for delivery of 
desired services more effectively and efficiently
*Facility designs that enable operations as designed

*Ranked list of stakeholder purposes and values. 
*Design criteria

*Minimum acceptable ROI or maximum available funds
*Timing requirements
*Characteristics of alternative locations
*Regulations

STOP

Notes:
1. All workshops 
are one day or 
less in duration.
2. Preparation 
occurs between 
workshops and 
other process 
steps.
3. Multiple 
workshops may 
be required to 
achieve an 
objective.
4. When multiple 
objectives can 
be achieved in a 
single workshop, 
following 
workshops can 
be eliminated. 

*Identify misalignments
*Assign actions to resolve

*Test & agree alignment
*Assign actions to develop proposal for 
funding approval

Approved budgets are based on expected costs for 
delivery of facilities at current best practice . The target 
cost is to be achieved through innovating beyond 
current best practice. 
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Setting the Target Cost
1. Determine minimum acceptable ROI or maximum available funds.
2. Select cross functional team.
3. Determine and rank stakeholder values.
4. Scope the facility(s) that will deliver the values.
5. Determine the expected cost if the facility(s) were provided at current best 

practice.
6. If expected cost>available funds or violates ROI, attack the gap with 

innovations in product/process design, restructure commercial 
relationships, etc.

7. If expected cost still exceeds available funds or violates ROI, adjust scope 
by sacrificing lesser ranking values.

8. If expected cost can be made to meet financial and functional 
requirements, submit project budget to Business Planning for approval and 
conformance of project business plan.

9. Submit project business plan and budget to board for approval.
10. Set target cost below budget or set target scope above expected to drive 

innovation beyond current best practice.
11. Agree if/how to divide budget underruns/share value gains between client 

and project team.

Current Process Benchmark for Target 
Costing of ‘Production’ Facilities

• The client evaluates the business case and decides whether to 
fund a feasibility study.

• The feasibility study involves all key members (designers, 
constructors, and client stakeholders) of the team that will deliver 
the project if the study findings are positive.

• The client is an active and permanent member of the project 
delivery team.

• The feasibility study produces a detailed budget aligned with 
scope.

• All team members understand the business case and stakeholder 
values.

• A cardinal rule is agreed upon by all performers – the Target Cost 
cannot be exceeded.

• Cost estimating and budgeting is done continuously through 
intimate collaboration between design professionals and cost 
modelers—‘over the shoulder estimating’.

• The Last Planner™ system is used to coordinate the actions of 
team members.
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Research Plan

Set contingencies appropriate to the variability    to be buffered

xDecide how to apply savings or value gains

Set target cost below expected cost/target scope above expected scope

Explicit alignment of ends, means & constraints

Best practice estimating

Translate values into design criteria

Rank stakeholder values

partialEngage project delivery team

xFund a feasibility study

xxDetermine min ROI or max funds

xxAssess the business case

Setting the Target Cost

ARCTostrud
Fieldhouse
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Now it’s your turn to talk


