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Cost Estimating Process

“Cost estimation 1s the process of approximating the cost of a policy,
program or project and 1s important in establishing the basis for key
spending and investment decisions.”

Initiation and research
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Analysis, presentation, and updating the estimate steps can lead to repeating previous assessment steps.

Source: GAO. | GAO-20-195G

Every cost estimate is unique, but the overarching process for producing a credible,

high-quality estimate 1s not — OSD CAPE 2




Cost Estimating Process Results
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https://www.finance.gov.au/government/commonwealth-investment-framework/commonwealth-investments-toolkit/cost-estimation#general-costing-principles

Trends in Cost Estimating
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Trends in Cost Estimating

Topics attendees would like covered more thoroughly at future Workshops
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Benetits of Innovation

Adaptability
Enhanced Efficiency
Competitive Advantage

Improved Customer
Experience

Employee Engagement



Innovation Example

* Design selected for its unique and
innovative roof structure

* Completely different from
conventional norms

* Posed substantial engineering
challenges

“One of the indisputable masterpieces

of human creativity, not only in the 20th
century but in the history of
humankind”




Benefits of Standardization

Consistency
Increased Efficiency
Quality Control

Training and Onboarding

Risk Reduction

Continuous Improvement



Mundanity of Excellence

* Extraordinary achievements result from consistent
procedures rather than moments of brilliance

* With many possible decisions and steps, standards
can liberate creativity

* Persistent effort and attention to detail lead to high
levels of success

“Success is not achieved overnight; it’s a result of consistent, dedicated effort”
lan Thorpe



Tradeoffs between Standardization and
Innovation

Consistency vs. Flexibility
Stability vs. Risk
Constrained vs. Unlimited Time and Resources

Consistent Quality vs. Innovative Offerings
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Tradeoffs between Standardization and
Innovation

Are they mutually exclusive?
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Innovation upon Standardization

* Define Core Processes * Feedback Loops and Continuous

e Integrating Flexible Frameworks Learning

 Monitor and Measure Success

“Constraints aren’t the enemy of creativity - they make it more effective”
- Don Sull

The simple rules of disciplined innovation McKinsey & Company

&
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Cost Estimating Capabilities

Obtaining the data L
* Potentials within data gathering d_g
* Leveraging immense datasets

CER development and predictive modeling:

 Algorithms trained on historical data to
predict future costs for a project or product

* Automatic analysis of relationships in materials, labor, and overhead

AoA Optimization

* Al algorithms to optimize cost estimates

* Exploring different scenarios and trade-offs to find the most cost-effective
solution



Benetfits of Innovation upon
Standardization

By integrating innovation on the foundation of
standardization organizations: %@
* Leverage benefits of stability
* Ensure reliability

* Foster creativity

* Adapt to individual project/customer needs

* Continued growth
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Conclusion

Standard
Practices

e —

T
r Learn the rules like a pro, so you can break them like an artist —

Picasso
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