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ABSTRACT 
 
 
 
 
 Value management (VM) is a structured and analytical process that seeks to achieve 

value for money by providing all necessary functions at the lowest cost consistent with 

required levels of quality and performance.  The value methodology (VM), a systematic and 

structured approach, improves projects, products, and processes.  VM is used to analyze 

manufacturing products and processes, design and construction projects, and business and 

administrative processes.  VM helps achieve balance between required functions, 

performance, quality, safety, and scope with the cost and other resources necessary to 

accomplish those requirements.  The proper balance results in the maximum value for the 

project. On the other hand the earned value (EV) technique is a crucial technique in 

analyzing and controlling the performance of a project which allows a more accurate 

measurement of both the performance and the progress of a project.  Earned value 

management (EVM) has provided methods for predicting the final cost for projects.  Earned 

value project management is a well-known management system that integrates cost, 

schedule and technical performance.  However, many potential users in the construction 

industry are reluctant to employ VM because of a lack of tools to assess the effectiveness of 

VM studies.  It appears that performance measurement of VM studies is rarely conducted 

due to the lack of rigorous models.  Therefore, organizations have no clear way of knowing 

whether adequate returns have been achieved on their investment in VM studies.  Without a 

reasonable assessment of the effectiveness of VM studies in achieving clients’ target, it is 

also difficult to know what changes can be made to obtain further benefits. The objective of 

this study is to improve the capability of value management system by providing a reliable 

clear-cut picture of the actual situation and forecasting method of the project by using EV 

technique and use those in VM in order to achieve the predicted function with lower cost 

while maintaining or improving the schedule performance.  In nutshell, the project evaluated 

the key performance indicators and identified the most practicable ones through 

questionnaire survey. Afterword the application of earned value management as a key 

performance indicator is illustrated by using automatic Excel software. 
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ABSTRAK 
 
 
 
 
 Pengurusan Nilai - Value management (VM) adalah satu proses berstruktur dan 

analisis yang bertujuan untuk mencapai nilai untuk wang dengan menyediakan semua fungsi 

yang diperlukan pada kos terendah selaras dengan tahap kualiti dan prestasi yang diperlukan. 

Metodologi nilai (VM), satu pendekatan yang sistematik dan berstruktur, meningkatkan 

projek, produk, dan proses. VM digunakan untuk menganalisis pembuatan produk dan 

proses, reka bentuk dan pembinaan projek-projek, dan proses perniagaan dan pentadbiran. 

VM membantu mencapai keseimbangan antara fungsi yang diperlukan, prestasi, kualiti, 

keselamatan, dan skop dengan kos dan sumber-sumber lain yang diperlukan untuk mencapai 

keperluan mereka.Baki yang betul merupakan keputusan yang maksimum bagi projek itu. 

Dengan kata lain teknik Nilai yang diperolehi (EV) penting dalam menganalisis dan 

mengawal prestasi projek bagi membolehkan pengukuran yang lebih tepat bagi kedua-dua 

prestasi dan kemajuan projek.Nilai perolehan pengurusan projek adalah satu sistem 

pengurusan terkenal yang mengintegrasikan prestasi kos, jadual dan teknikal.Walau 

bagaimanapun, banyak pengguna yang berpotensi dalam industri pembinaan adalah 

keberatan untuk menggunakan VM kerana kekurangan alat untuk menilai keberkesanan 

kajian VM.Ini menunjukkan bahawa pengukuran prestasi kajian VM jarang dijalankan 

disebabkan oleh kekurangan model yang rapi.Oleh itu, organisasi tidak ada cara yang jelas 

untuk mengetahui sama ada pulangan yang mencukupi telah dicapai ke atas pelaburan 

mereka dalam kajian VM. Tanpa penilaian yang munasabah keberkesanan kajian VM dalam 

mencapai sasaran pelanggan menjadi sukar, perubahan yang boleh dibuat untuk 

mendapatkan lebih banyak faedah turut sukar diperolehi.  Objektif kajian ini adalah untuk 

meningkatkan keupayaan sistem pengurusan nilai dengan menyediakan gambaran yang jelas 

keadaan sebenar dan ramalan kaedah projek dengan menggunakan teknik EV dan 

menggunakan perkara tersebut dalam VM bagi mencapai fungsi yang diramalkan dengan 

kos yang lebih rendah di samping mengekalkan atau meningkatkan prestasi jadual. Secara 

ringkas, projek itu dinilai petunjuk prestasi utama dan mengenal pasti yang paling praktikal 

melalui borang soal selidik. Afterword permohonan pengurusan nilai diperolehi sebagai 

petunjuk prestasi utama digambarkan dengan menggunakan perisian Excel automatik.
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CHAPTER 1 
 
 
 
 

1 INTRODUCTION 
 
 
 
 
1.1. Introduction 
 
 
 Value management (VM) is a structured and analytical process that seeks to 

achieve value for money by providing all necessary functions at the lowest cost 

consistent with required levels of quality and performance (AS/NZS, 1994). VM, 

which has been widely used in many developed countries for several decades, is a 

useful tool that can help the industry to meet these challenges. 

 
 
 On one hand, the major reasons for choosing VM, according to Shen and 

Chung (2002), are to achieve cost saving, establish a clear project objective and 

provide creative thinking for design improvement.  This target cannot be met unless 

there is a clear cut picture of actual situation of the projects in terms of time; cost and 

quality which are crucial cause of concern in Value management process also, so that 

in order to assess the process of value management, it is necessary to implement the 

feedback system during execution of the project. 

 
 
 On the other hand, as a matter of fact, construction projects are subjected to 

changes so that there is a requirement of this issue to have the updated feedback 

throughout the whole process of construction project.  Timely and targeted feedback 

can able the project management to identify problems early and make adjustment 

that can keep the project on time and budget.  Earned Value Management (EVM) has 

proven itself to be one of the most effective performance measurement and feedback 

tools for managing projects which is in close relation with the concerns of value 
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management system.  The writer aims to develop the usage of earned value 

techniques in order to assess the value management system in construction projects. 

 
 
 
 
1.2. Background of Study 
 
 
 Value management (VM) is a structured and analytical process that seeks to 

achieve value for money by providing all necessary functions at the lowest cost 

consistent with required levels of quality and performance (AS/NZS, 1994).  VM, 

which has been widely used in many developed countries for several decades, is a 

useful tool that can help the industry to meet these challenges. However, reluctance 

to use VM often stems from the time that an expensive team has to be employed to 

undertake the VM process (Shen and Chung, 2002).  It would therefore be helpful to 

find a way that can make the process more efficient and effective to make the cost of 

undertaking VM decrease. 

 
 
 VM has been used to improve the value of projects in government, the 

private sector, and the manufacturing and construction industries, and value concepts 

have spread worldwide.  Concurrent with this growth, a number of other value 

improving tools, techniques, and processes emerged, many of which were 

complementary to and were integrated with the value concepts (SAVE International, 

2007). 

 
 
 The first use of VM in the construction industry occurred in the Navy 

Facilities Engineering Command in the USA in 1963 (Dell’Isola, 1982).  The 

application of this technique in the construction industry expanded quickly as it 

became a mandatory requirement in many public projects in USA.  In particular, the 

required inclusion of VM in the work scope of construction management services 

further drove the application of VM in this industry.  After VM entered the 

construction industry, approaches have been developed by the combined effort of 

academic research and practitioners in order to fit the unique characteristics of the 

industry. 
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 According to Kelly et al. (1992), in a comprehensive review of briefing 

studies for construction, the major weaknesses of the current briefing guides were 

too general and implicit to offer real assistance to clients and designers.  These 

guides show what should be done without explaining how things can be done.  They 

concluded by suggesting the use of Value Management (VM) for the future 

development of the briefing guide. 

 
 
 The major reasons for choosing VM, according to Shen and Chung (2002), 

are to achieve cost saving, establish a clear project objective and provide creative 

thinking for design improvement. 

 
 
 Internationally, VM has been recognized as an emerging paradigm that 

focuses on continuously increasing the value provided to the client and is widely 

accepted as an important tool in recent management of construction projects.  The 

construction industry is an important field for VM at the international level VM is 

also critical to the success of projects as it provides a basis for improving value for 

money in construction.  It also focuses on value rather than cost and seeks to achieve 

an optimal balance between time, cost and quality as it provides a method of 

integration in the building process that no other management structure in 

construction can provide.  Hence, the functional requirements and seeks overall 

optimization were explored accordingly (Shen 1995).  This was later endorsed by 

Liu (2003) who emphasizes the importance of VM practice to the construction 

industry, as it has proven to provide significant benefits to clients if it is used 

correctly. 

 
 
 As Malaysia progresses towards a developed nation status, the contribution 

of the construction industry in Malaysia towards the development process is of 

paramount importance.  It is in this context that VM can be considered valuable as its 

application can lead to significant saving leading to better value and better functional 

completed construction projects.  Although VM was first introduced to the 

Malaysian construction industry in 1986 (Jaapar & Torrance 2005) it has not yet 

become widely practiced in the Malaysian construction industry.  However, a 

number of successful applications of VM in the Malaysian construction industry 
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(Hussein 1998; Che Mat 1999; Karim 1999; Jaapar 2000; Sulaiman 2000; Che Mat 

2002; Abdul Ghani 2002, Shamsuddin 2002; Tamim 2002; Sareh 2003; Yahya 2003; 

Jaapar & Torrance 2005, Che Mat 2006), calls for greater intervention and for 

positive steps to be taken to fully exploit VM in the industry. 

 
 
 Earned Value Management (EVM) is a systematic approach to the integration 

and measurement of cost, schedule, and technical (scope) accomplishments on a 

project or task.  It provides both the client and contractors the ability to examine 

detailed schedule information, critical program and technical milestones, and cost 

data.  It takes into account the work complete, the time taken and the costs incurred 

to complete the project and it helps to evaluate and control project risk by measuring 

project progress in monetary terms. 

 
 
 A major construction project usually spans for years, effective time and cost 

tracking is important to successful project delivery.  Preventive and corrective 

actions are required to tackle any adverse situations in time.  Though previous 

research pointed out that EVM could be successfully applied and beneficial to the 

industry (Christensen 1993, 1998), its effective applications in construction have 

been limited.  Previous research (Eldin 1989; Vargas 2003; Solomon and Young 

2007; Lukes 2008; Kim and Reinschmidt 2010) found that the EVM techniques fail 

to obtain accurate indicators to reflect project performance status, especially when 

the scope, schedule and cost estimates are imprecise or subjected to changes.  Thus, 

EVM techniques are difficult to be applied to dynamic construction projects and do 

not add much value to project execution, especially when (1) the construction 

schedule is compounded by considering the resource constraints such as: resource 

availability limits and multiple calendars; and (2) activity and project delays 

encountered during project executions. 

 
 
 Earned Value (EV) is a snapshot of work progress at a given point in time. 

Also known as the Budgeted Cost of Work Performed (BCWP), it reflects the 

amount of work that has actually been accomplished to date (or in a given time 

period), expressed as the planned value for that work. 
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1.3. Statement of the problem 
 
 
 Even though there are numerous studies have been undertaken towards value 

management, only few concepts are available in order to measure the actual situation 

and predict the future value performance of the construction projects.  Furthermore, 

the value management framework should be clarified and modified to be used in 

construction projects.  To make the concept of value management in the line with the 

objectives sets by the executing and functional project managers, there is need of 

using tool which can satisfy the objectives of both value management system and 

executing managers in construction industry.  In order to do so, the research writer 

aims at objectives which are mentioned herewith and fortunately after deploying the 

project all of these objectives have been met. 

 
 
 
 
1.4. Aims and objectives of Study 
 
 
 This project aims at refining the framework of value management system and 

introducing earned value management as a tool for measuring the performance of 

value management system.  The main objectives of this research are as follow: 

1) To perform the deep literature reviews on value management system in order 

to seek the different aspect and concept of value management framework. 

2) To evaluate and identify important KPIs which are in line with the objectives 

of refined framework. 

3) To introduce the earned value as a practical tool for monitor the performance 

of value management process through computerized approach by using Excel 

software. 
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1.5. Scope of Study 
 
 
 The scope of this study is targeting the construction projects which are 

dealing with several difficulties regarding controlling the time and cost only leading 

to performance of the project. 

 The research writer’s aim is to include the earn value in the framework of 

value management performance for managing the project. 

 
 
 
 
1.6. Research Design 
 
 

 In order to meet the above mentioned objectives, the writer proposes to carry 

out the following methodology depicted in the flow diagram of Figure 1.1:  

 Performing a broad state of the art to understand the multiple aspects of value 

management through the construction of a value management process 

framework. 

 Identifying the most suitable and important KPIs in accordance with the 

elicited framework to conducting a comprehensive questionnaire survey. 

 Introducing the earned value as a tool for monitoring the performance in 

construction projects. 

 Computerizing and automating earned value by using Excel software. 



 

 
 

Fiigure 1.1 Research 

 

Design Floow Diagramm 
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