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What is the Value of Your Idea?

By John Dal Pino, S.E.

hat is the value of your idea?

No, not what is the value of

your ideas to people in soci-

ety in terms of the benefits
they enjoy by safely crossing the river, or
riding out the storm protected in the build-
ing you designed, but what is the monetary
value of your ideas to your client? Put another
way, how much profit do you think should
accrue to you and your firm as a result of your
dedication, creativity and hard work from a
business relationship with another party who
will rightfully exploit your ideas to the fullest
extent possible for their own benefit? I know
many engineers who are very uncomfortable
discussing profit, thinking it to be unseemly
and frankly not something “professionals”
should openly discuss or be concerned with.
Right? Are you one of them?

Despite what many professionals might like
the state of the business world to be,profit is
an absolute necessity tg'maintain a‘healthy
and thriving business. Healthy firms\need
investment capital for new equipmentiand
infrastructure, monies to compensate inves-
tors, and capital for ownership transitions and
finally, the inevitable, retirement. But even
if you view business from a more socialistic,
egalitarian perch, despite voluminous theory
to the contrary, history has shown that profit
from success is necessary.

So when there is money to be made, it is
incumbent on engineers to make as much
money as possible to feed the many enti-
ties hungry for profit within our firms. Of
course, we have our professional reputa-
tions to maintain, but one can suggest that
engineers often argue against themselves in
negotiations. Rather than stake out a posi-
tion that will ultimately lead them to a fee,
scope and terms “in the middle” of possible
outcomes, they start much too close to their
desired end point and then spend most of
the negotiation on their own side of the field,
rather than near the opponents end zone, to
use a football analogy.

Engineers have long wished to charge their
clients for the value that they believe their
services have created for the client. Except for
a few engineers, who have exceptional knowl-
edge, practice in niche markets, or possess
special skills or use proprietary technologies,
turning such desires into a sustainable reality
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in a competitive environment has been elu-
sive, much like the search for the holy-grail
or the fountain of youth.

Traditional cost-based methods of compensa-
tion, such as lump-sum (based on a percentage
of construction cost or a percentage of the
total A/E fee) or hourly rate for a fixed number
of hours (using client-approved overhead and
profit), just don’t offer much opportunity to
capture some of the value up for grabs. These
methods have evolved from the common
understanding by purchasers of engineeting
services (some might say a common misunder-
standing, reinforced by the acfions of engineers
themselves) that allengineers ate equally:¢com-
petent technically; have the same educational
backgrounds and experience, and\provide the
same Services in following the building code,
The value ofithe end preduct to the owner or
user is rarely iffiever part of the fee'discussion or
negotiationwIn fact it is prgbably very difficult
forithe engineer to determine the true “value”
of the services provided-o the client, and even
if thevalue is known, it would be difficult to
use in establishing value-based compensation
in a competitive environment, since market
forces drive prices lower. Engineers are not
unique in the situation in which they find
themselves. Many service providers in simi-
larly competitive industries (doctors, lawyers,
plumbers, auto mechanics to name just a few),
where the buyers of services have good access
to information regarding the cost of doing
business and can shop around before buying,
are faced with the same situation.

So, to borrow a phrase, what is to be done?

Engineers need to consider re-designing
their businesses with the goal of identifying
and providing value to the customer in terms
that the customer understands, priced using
an incentive-based compensation scheme, in
conjunction with a competitive lump sum fee
for basic services.

Of course, basic engineering services, yield-
ing drawings and specifications and priced
using common industry practices, will always
exist. However some engineering services can
have a very significant effect on the client’s
planning and investment decisions, and thus
are of extreme value. It is critical that the
engineer have a strong understanding of the
clients business to quickly zero in on the most
important value added services contained in
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his proposal. The key is to recognize these
services early on, and then take care not to
“give away” these services by including them
as a normal part of basic project services
priced using the traditional compensation
methods. Not to diminish the importance
of coordinated and complete construction
documents based on excellent engineering,
but the greatest influence that an engineer
can have onjthe ultimate success of a project
oftemoccurs afthe earliest stages of planning,
when the broadest decisions having the most
impaet are madé; and during construction,
when thécontractor is “on the clock.”
Examples of where structural engineers can
significantly contribute to the success of a
project in the pre-design phase are:
*Building site location, orientation
and massing
* Simplification of construction
methods yielding reduced construction
schedules
* Foundation systems, particularly on
difficult sites
* System selection and constructability,
resulting in more eflicient use of
materials
* Initial costs versus long-term costs
* Ease of repair after catastrophic events
* Interpretation of codes, standards
and regulations
* Setting of the design schedule
Opportunities once the design process is
complete include:
* Time through plan review
* Avoidance of delays in the
construction schedule
* Minimizing the cost of change orders
* Minimizing the number of RFIs
during construction
* Involvement in construction means
and methods
In this incentive-based arrangement, the engi-
neer would be rewarded for superior advice
and counsel, innovation, schedule control,
and construction cost control, all of which
create value for the client. It will not be for
every project or client, and the engineer will
not receive any additional compensation unless
he identifies and negotiates such work in his
proposal and is able to effectively communicate
why this compensation is in the interests of
both the engineer and the owner. The engineer



will need to approach the client with a different
mind-set, starting first with a discussion of the
scope of value, well in advance of a scope of
work, if such a scope is required at all.

In each service area targeted for incentive
compensation, a benchmark target for a “typi-
cal job” would need to be established before
the start of the project, with incentive-based
compensation linked to the savings or value
achieved in each area. A very aggressive engi-
neer with a greater appetite and tolerance
for risk might be willing to create a deduct
amount for targets not met, and a potential
larger add amount for targets met in excess.

The success of this approach will depend on
finding the right clients (typically experienced
and knowledgeable ones) that understand that
they only get so much from the market price
of basic services and that there must be ways to
do better. Of course the engineer will need to
do agood job of marketing and effective com-
munication too, with facts correlated to metrics
that the owner understands to back up their
argument. Other team members, including the
architect, may need to join in the effort, since
it may be difficult to incentive-price services to
the owner without a team approach. The key

is to develop a continuous dialogue between
engineer and client that focuses on issues and
results and culminates in an arrangement or
framework for compensation focusing on win-
win results, rather than a dialogue that always
returns to a detailed examination of work
scope, hours, houtly rates, overhead costs, etc.

Some engineers have wrongly assumed that
value-based compensation is nothing more
than charging a higher lump sum fee for basic
services under certain conditions or situations.
DPerhaps they suspect that the client is not in a
position to be too price sensitive, or has few
other options. Some engineers also think that
due to their perceived technical competence
alone, or perhaps due to their “reputation” in
the engineering community, they should be able
to charge a value-based fee because the buildings
they design are better buildings, without facts to
back up the claim. These engineers ate cortect
in that the ability, to\extract more fee on thege
bases is part 6f value-based"compensation, but
is actually only a vefy small part)with a limited
upside and a potentially significant downside,
if a valued'elient sugpects they are being taken
advantage ofi, In thelong run, the marketywill
adjust and eliminate such increased/fees. The

best applications of value-based compensation
lie elsewhere and create potential win-win situ-
ations for clients and engineers alike.

Perhaps the most valuable thing we can
do for our profession is to start a serious
dialogue about value-based compensation,
what it means and doesn’t mean, and how to
effectively achieve it so that a paradigm shift
for the industry can begin. The Council of
American Structural Engineers (CASE) is the
premiere organization for promoting excellence
in structural engineering business practices and
risk management, and CASE member firms
volunteer their time, experience, and expertise
to develop guidelines, tools and publications
to assist our profession in improving business
practices. Ifyou desire to improve the structural
engineering profession and are interested in
contributing to the advancement of your pro-
fession, contact CASE, an ACEC Coalition.»
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POST-TENSIONEP"BGILDINGS
Design and Construgtion

By Dr Bijan Aalami, SE

Professor Emeritus,

San Francisco
State University

A must have book;
in-depth; covers
fundamentals,
application

and practice

www.PT-Structures.com

www.ADAPTsoft.com

h SOFTWARE AND CONSULTING J

FLOOR VIBRATIONS

FLOORVIBE v2.20 New Release

e Software to Analyze Floors for Annoying Vibrations
Demo version at www.FloorVibe.com
Calculations follow AISC Design Guide 11 and SJI
Technical Digest 5 2™ Edition Procedures

Analyze for Walking and Rhythmic Activities
Check floors supporting sensitive equipment
Graphic displays of output

Data bases included

CONSULTING SERVICES
e Expert consulting available for new construction
and problem floors.

Structural Engineers, Inc.
Radford, VA 540-731-3330 tmmurray@floorvibe.com
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CADRE Pro 6 for Windows

Solves virtually any type of architectural
structure for internal loads, stresses,
displacements, and natural modes. Easy
to use modeling fools including import
from CAD. Element types include many
specialized beams and plates.

Advanced features for stability, buckling,
vibration, shock and seismic analyses.

CADRE Analytic
Tel: 425-392-4309

www.cadreanalytic.com

struware

Structural Engineering Software

The easiest to use software for calculating
wind, seismic, snow and other loadings for
IBC, ASCE7, and all state codes based on
these codes ($195.00).

CMU or Tilt-up Concrete Wallls with &
without openings ($75.00).

Floor Vibration for Steel Bms & Joists ($75.00).
Concrete beams with/without torsion ($45.00).

Demos at: www.struware.com

ATTENTION BENTLEY USERS

Have you received your automatic
quarterly invoice from Bentley?

Would you like to reduce or eliminate
these invoices?

Use SofTrack to control and manage
Calendar Hour usage of your Bentley
SELECT Open Trust Licensing.

Call us today, 866 372 8991 or visit us
www.softwaremetering.com

—\ Wood Advisory Services, Inc.
“The Wood Experts”

Consultants in the Engineering Use
of Wood & Wood-Base Composite
Materials in Buildings & Structures

¢ Product Evaluation & Failure Analysis
e In-situ Evaluation of Wood Structures
¢ Wood Deterioration Assessment

¢ Mechanical & Physical Testing

¢ Non-Destructive Evaluation

e Expert Witness Services

www.woodadvisory.com
845-677-3091
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