REPORT OF THE
JOINT LEGISLATIVE AUDIT
AND REVIEW COMMISSION

REVIEW OF THE USE
OF CONSULTANTS BY THE VIRGINIA
DEPARTMENT OF TRANSPORTATION

TO THE GOVERNOR AND |
THE GENERAL ASSEMBLY OF VIRGINIA

HOUSE DOCUMENT NO. 12

COMMONWEALTH OF VIRGINIA
RICHMOND
1999




Members of the
Joint Legislative Audit and Review Commission

Chairman
Senator Richard J. Holland

Vice-Chairman
Delegate Vincent F. Callahan, Jr.

Delegate J. Paul Councill, Jr.
Delegate Glenn R. Croshaw
Delegate Jay W. DeBoer
Delegate V. Earl Dickinson
Senator Joseph V. Gartlan, Jr.
Delegate Franklin P. Hall
Senator Kevin G. Miller
Delegate W. Tayloe Murphy, Jr.
Senator Thomas K. Norment, Jr.
Delegate Harry J. Parrish
Delegate Lacey E. Putney
Senator Stanley C. Walker

Mr. Walter J. Kucharski, Auditor of Public Accounts

Director
Philip A. Leone




Preface

House Joint Resolution No. 263 (1998) directed the Joint Legislative Audit
and Review Commission (JLARC) to review the use of consultants by the Virginia De-
partment of Transportation (VDOT). This report focuses on VDOT’s use of engineering
consultants in the development of road and bridge projects in the State.

While VDOT has always used consultants, its level of consultant use has in-
creased substantially in recent years. As of August 31, 1998, VDOT had 675 consultant
contracts for engineering-related services outstanding, with a total dollar value of $840.9
million. This amount is eight times the dollar value of outstanding consultant con-
tracts in 1987.

The review found that VDOT’s procurement and management of consultant
projects is generally good. However, with the rapid growth in outsourcing, VDOT is not
well positioned to adequately monitor its overall use of consultants and consultant
processes. VDOT needs to put in place management tools to better track its level of
consultant use and the quality and cost-effectiveness of consultant work.

In particular, the department has not been proactive in identifying what is the
most appropriate level of consultant use, particularly from the perspective of what is
most cost-effective. While consultants generally provide a valuable service to VDOT,
this review found reason for concern that VDOT’s current level of consultant use may
not be optimal in some instances. In addition, VDOT needs to address significant
staffing and workload issues concerning the oversight of consultants. Further, it needs
to implement a system to ensure coordination of overlapping projects. Recommenda-
tions addressing these concerns are included in this report.

On behalf of the Commission staff, I would like to express our appreciation for
the cooperation and assistance provided during this review by the Virginia Depart-
ment of Transportation staff.

Director

November 22, 1998
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House Joint Resolution (HJR) 2683,
passed by the 1998 General Assembly, di-
rected the Joint Legislative Audit and Re-
view Commission (JLARC) to review the use
of consultants by the Virginia Department
of Transportation (VDOT). VDOT regularly
hires consultants to assist in the comple-
tion of its mission. In fact, the value of con-
sultant contracts at the department is cur-
rently 800 percent of the consultant contract
value in 1987. The majority of consultants
are hired by VDOT to perform engineering-
related work in the construction of roads and
bridges. Of the $192.2 million in VDOT’s
consuitant-related expenditures for FY

1998, $150.1 million (78 percent) was spent
on engineering consuitants.

The JLARC staff review found that
VDOT’s procurement and management of
consultants is generally good, although
some specific problems were found. A key
concern is that VDOT is not well positioned
to adequately monitor its overall use of con-
sultants and consultant processes. More-
over, the department’s use of consultants is
not guided by any analysis of the relative
cost-effectiveness of in-house staff and con-
sultants. So, while VDOT has implemented
some good processes for managing and
coordinating the individual consultant con-
tracts, it still needs to develop an overall
management process for its use of consul-
tants.

VDOT Has Increased Substantiaily
Its Use of Consultants

While VDOT has always used consul-
tants, the level of use has increased sub-
stantially in recent years. As of August 31,
1998, VDOT had 675 consultant contracts
for engineering-related services outstand-
ing, with a total dollar value of $840.9 mil-
lion. This amount is eight times the dollar
value of outstanding consultant contracts in
1987. As a result of this trend, more of
VDOT’s preliminary engineering costs are
now due to consultant expenses than in-
house expenses.

This increased use of consultants can
largely be attributed to an increased
workload and decreased staff size. In par-
ticular, federal transportation legistation from
the early 1990s resulted in additional fund-
ing for transportation projects at a time when
State government implemented two major
downsizings — one in 1991 and another in
1995 — which significantly impacted

VDOT’s staff size. This gap between
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workload and staffing levels is expected to
grow increasingly pronounced in the next
few years due to the recent passage of the
federal Transportation Equity Act for the
Twenty-First Century (TEA-21). TEA-21 is
expected to increase Virginia's annual fed-
eral transportation funding level by approxi-
mately $250 million, which will likely result
in a substantial increase in VDOT's use of
consultants.

VDOT Lacks Adequate Processes
for Monitoring Consultant Use
Despite the fact that consultants are an
increasingly significant mechanism through
which VDOT accomplishes its work, the
department does not adequately maintain
and track meaningful consultant data to
enable it to make sound decisions on con-
sultant use. For example, VDOT does not
accurately track the amount of work
outsourced compared to the amount of work

conducted in-house. Therefore, it is not in
a position to determine when it has reached
its goal vis-a-vis the proper level of
outsourcing.

In addition, the department does not
routinely track data on the cost-effectiveness
of outsourcing various work. This data could
help determine whether the outsourcing goal
VDOT has identified is, in fact, an appropri-
ate level of outsourcing. Finally, VDOT does
not track various performance data which
are needed to adequately monitor consui-
tants and ensure VDOT management has
sufficient information to make informed de-
cisions about its use of consultants. A ma-
jor factor in this lack of data is the absence
of adequate computer databases at VDOT.

Itis important that VDOT address these
issues given the increasing reliance on en-
gineering consultants to meet the
department’s mission. The department
needs to begin tracking levels of consuitant



use department-wide on a consistent basis
and ensure that its new automated finan-
cial management system contains the nec-
essary consultant information to adequately
monitor consultant activities.

Current Level of Consultant Use May
Not Be Optimal In Some Instances

Evidence from this review appears to
show that consultants have made a substan-
tial contribution to Virginia’s transportation

- program. The mandate for this study ques-

tioned whether consultants are “hired re-
peatedly to study the same or substantially
similar issues.” To examine this issue, and
more broadly, to assess whether VDOT
hires consultants to perform unnecessary
work, JLARC staff reviewed a sample of files
from recent consultant studies; interviewed
consultants, VDOT staff, and local officials;
and examined projects placed in the VDOT
Six Year Improvement Program. This as-
sessment found that, generally, the studies
and projects conducted by consultants ap-
pear necessary and appropriate. Further,
this review found that work performed by
consultants generally appeared to be good,
and was comparable to work conducted by
in-house staff.

Although consuitants generally provide
a valuable service to VDOT, concerns have
been raised that VDOT's level of consultant
use may not be optimal in some areas.
VDOT management has voiced concerns
that the current overall level of consultant
use has not enabled the department to main-
tain adequate in-house expertise because
more complex projects are routinely
outsourced. VDOT management stated that
it is important for some of these more com-
plex projects to be completed in-house, so
that staff have opportunities to hone their
skills and maintain their ability to properly
oversee consultants.

Questions were also raised concerning
the level of consultant use related to two

specific activities — bridge safety inspections
and design work for secondary roads - be-
cause of concerns related to their cost-ef-
fectiveness. VDOT staff estimate that the
use of consultant bridge safety inspectors
during the past three fiscal years has re-
sulted in additional costs of approximately
$4.7 million. In addition, VDOT engineer-
ing staff uniformly believe that secondary
road design projects can be completed more
cost-eftectively in-house, yet the department
has begun to use consultants for this type
of work in the past few years. VDOT has
not conducted a formal cost-effectiveness
analysis concerning this type of work.

More broadly, since VDOT does not
typically review the cost-effectiveness of
outsourcing its activities, it is not in a posi-
tion to know if it is outsourcing the range of
work activities which are most appropriate
to outsource from a cost perspective. Iden-
tification of the two functions raises the pos-
sibility that there may be other functions
which are inappropriately outsourced, and
conversely, that there may be some activi-
ties which would more appropriately be
outsourced. VDOT needs to conduct for-
mal analyses of its work to determine which
activities are cost-effective to outsource and
base future staffing decisions and requests,
in part, on these analyses.

VDOT’s Current Consultant
Procurement Process Is Generally
Sound, But Can Be Further Improved

In response to internal reviews which
found problems with its procurement pro-
cedures, VDOT has implemented a num-
ber of new policies designed to ensure staff
practices are fair, consistent, and efficient.
JLARC staff found that these revised poli-
cies and procedures result in a generally
sound process of consultant procurement.

However, there are some additional
changes which are warranted to further
streamline the process and provide some
consistency in procurement procedures



across the department. Specifically, elimi-
nation of the requirement for Common-
wealth Transportation Board approval of
consultant contracts would reduce the time
involved in procuring consultants. Also, to
ensure that VDOT obtains services at area-
sonable cost, VDOT needs to develop
project work hour standards to be used by
staff in negotiating contracts with consult-

ing firms and provide contract negotiation .

training to staff. Further, the department
needs to address inconsistencies which
were found in the way different divisions use
and monitor limited services contracts by
developing department-wide policies gov-
eming their use. Finally, VDOT needs to
stop the practice of allowing consultants to
start projects prior to the finalization of a
written contract.

Oversight of Consultant Projects
May Be Adversely Affected by
inadequate Staffing

"VDOT oversight of consultant projects
appears to be generally sound, although
some reasons for concemn were identified.
VDOT’s consultant workload has increased
in recent years, and as a result, concerns
have been raised by staff and some local
officials that the quality of consultant over-
sight may be declining due to excessive
workloads. This review did not find conclu-
sive evidence that the quality of the product
being overseen has declined. However,
there is some work which is not being per-
formed in a timely manner. For example,
projects to be outsourced are backlogged.
Also, VDOT staff are not consistently com-
pleting consultant evaluations. Because
VDOT plans to use these evaluations in the
selection process, it needs to ensure that
the evaluations are always completed in a
thorough and timely manner.

VDOT management has indicated that
steps are being taken to address staffing
issues through a redistribution of its avail-
able staff and the development of a more

v

competitive compensation system. VDOT
needs to monitor these changes to deter-
mine whether they enable the department
to provide effective oversight of consultants.
In addition, the department should compile
a standardized training manual, including
guidelines for project management, for use
by its staff.

Formal Mechanisms Are Needed to
Ensure Coordination of Consultant
Projects

HJR 263 specifically requests a review
of the coordination of consultants. Based
on a project file review and interviews with
VDOT staff and consultants, it appears that
VDOT project managers generally keep
consultants informed of potentially relevant
or overlapping studies and take steps to
coordinate their efforts. However, the abil-
ity of VDOT to continue to do so may be
threatened by the department’s loss of in-
stitutiona! knowledge, its lack of a system
or process for preserving and sharing that
information, and the absence of a formal
model for coordination efforts.

Although JLARC staff identified several
examples of cases in which VDOT took
steps to coordinate neighboring projects,
these efforts were not indicative of a depart-
ment-wide strategy. Rather, they were
largely ad hoc undertakings that resuited
from the initiative of individual VDOT staiff.
Allowing coordination efforts to continue to
develop on an ad hoc basis is problematic
given the loss of experienced staff and the
subsequent addition of new staff who may
not recognize the need for coordination or
understand how to go about coordinating
projects.

To ensure that necessary coordination
takes place, VDOT needs to develop guide-
lines and identify appropriate models for
project coordination, which should be incor-
porated into the previously recommended
project management training manual. Fur-
ther, VDOT needs to deveiop a system or



process for preserving and accessing infor-
mation on past projects.

VDOT’s Approach to the
Management of Consultants Lacks
Consistency Across Divisions
Although VDOT's management of in-
dividual consuitant projects generally ap-
pears to be appropriate, the department’s
approach to the management of consultants
lacks consistency across divisions. Because
“best practices” are not typically shared
across the department, divisions often waste
efforts reinventing or refining processes that
have been well developed in other divisions.

The department does have a Consult-
ant Coordinating Committee, which serves
as a central source of information concem-
ing the use of consultants; however, it does
not have the authority to ensure that its rec-
ommendations and guidelines are followed.
VDOT needs an improved mechanism for
ensuring consistency in the management

_ and oversight of consultant use across divi-

sions. Among the options which VDOT
should consider are an assistant to the Chief
Engineer or a strengthened Consultant Co-
ordinating Committee, with authority to en-
force standards across the department.
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I. Introduction

House Joint Resolution 263, passed by the 1998 General Assembly, directed
the Joint Legislative Audit and Review Commission to “study the use of consultants by
the Virginia Department of Transportation” (Appendix A). This resolution expressed
the sentiment that the use of consultants should be governed by the principles of
“economy, efficiency, prudent management, and responsible stewardship of public rev-
enues.” The mandate directed that this review consider how best to ensure that con-
sultants are not hired to duplicate previous work, that they demonstrate knowledge of
relevant past studies which have been conducted, and that specific reasons are cited
for conclusions and recommendations made by a consultant which may differ from a
previous study’s findings. The mandate directed JLARC to report its findings to the
1999 Session of the General Assembly.

VDOT’S USE OF CONSULTANTS

The primary mission of the Virginia Department of Transportation (VDOT) is
to construct and maintain the State’s roads, bridges, and tunnels. VDOT regularly
hires consultants to assist in the completion of its mission. In FY 1998, VDOT’s con-
sultant-related expenditures totaled $192.2 million. Of this amount, $150.1 million
was related to engineering consultants. Figure 1 shows the organizational structure of
VDOT. The divisions which are shaded in gray are those which employ engineering-
related consultants in their work.

Most of the engineering consultant expenditures relate to pre-construction
activities, such as the design of a road or bridge. Much of this work is managed by the
Location and Design Division or the Structure and Bridge Division. However, these
and other VDOT engineering divisions are also involved in overseeing consultants for
a variety of other activities, including:

¢ road location studies;

e corridor studies;

¢ bridge inspections;

* wetlands delineations;

* preparation of federally required environmental documents;

¢ development of traffic management systems, such as automatic toll collec-
tion systems; and

* construction inspections.
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Consultant work conducted through the non-engineering VDOT divisions gen-
erally relates to the administration of the agency. For example, VDOT has hired a
consultant to review its human resources functions. Consultants are less routinely
used in these divisions. Chapter II provides a more in-depth examination of the level of
consultant use by VDOT and how that level has changed over time.

JLARC REVIEW

This JLARC review provides an assessment of VDOT’s use of consultants in
assisting the agency to carry out its mission. The review examines VDOT’s procure-
ment and management of consultants as well as how the agency determines the need
for consultants. This section describes the consultant services included in this review,
the specific issues addressed by the study, and the research activities undertaken to
address the issues.

Consultant Services Reviewed for this Study

Section 11-37 of the Code of Virginia allows for an agency to obtain services
from outside of the agency but does not define the nature of consultant services. Rather,
the Code outlines the legal requirements that must be met depending on the type of
service sought. Services are divided into two categories: professional services and non-
professional services. The Code defines professional services as:

work performed by an independent contractor within the scope of the
practice of accounting, actuarial services, architecture, land survey-
ing, landscape architecture, law, dentistry, medicine, optometry, phar-
macy or professional engineering. ‘Professional services’ shall also
include the services of an economist procured by the State Corpora-
tion Commission.

All other consultants are classified as non-professional services.

Because the study mandate references consultants used in location studies,
which are engineering firms, and engineering-related consultants account for the ma-
jority of consultants hired by VDOT, this review focused on VDOT’s use of engineering
consultants. And, since engineering consultants fall within the definition of profes-
sional services, this review in effect focused on VDOT'’s processes for procuring and
managing professional services.

Study Issues

JLARC staff identified five major issues for evaluation of VDOT’s use of con-
sultants:
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* Does VDOT’s use of consultants make the best use of resources?
¢ Are consultants hired to perform needed work?
¢ Is VDOT’s consultant selection process adequate?

¢ Is there adequate oversight of the consultants and their products? Are con-
sultants held accountable for their work?

¢ Does VDOT have an adequate process for identifying and managing over-
lapping consultant projects? ‘

Research Activities

Several research activities were undertaken to address the study issues. These
activities included structured interviews, document reviews, file reviews, and reviews
of financial and performance data.

Structured Interviews. One of the major components of this study was struc-
tured interviews. Interviewees included:

* VDOT staff,

e representatives of local governments and metropolitan planning
organizations, and

* representatives of consulting firms and industry associations.

VDOT staff contacted included the Commissioner, assistant commissioners,
division administrators, district administrators, consultant services section managers,
project managers, Management Services Division staff, and Administrative Services
Division procurement staff. Nine representatives of localities and metropolitan plan-
ning organizations were also contacted. Ten representatives of consulting firms, in-
cluding firm principals, project managers, and task managers, were also interviewed.
In addition, JLARC staff interviewed representatives of the Virginia Road and Trans-
portation Builders’ Association, the Consultant Engineers Council of Virginia, the Con-
sulting Engineers of Metropolitan Washington, and the Old Dominion Chapter of the
American Society of Highway Engineers. Finally, eight national associations and the
Federal Highway Administration were interviewed regarding industry standards for
consultant use.

JLARC File Reviews. JLARC staff conducted two targeted reviews of VDOT
project files and a review of files from recent professional services procurements. The
first file review focused on consultant studies conducted during the past three years.
The primary purpose of this file review was to determine if any consultant studies
appeared unnecessary. JLARC staff reviewed the files from 21 studies.
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The second file review focused on determining how well projects were coordi-
nated with each other. JLARC staff examined files for projects conducted within four
selected localities — Fairfax County, Chesterfield County, Norfolk, and Roanoke City —
during the past five years. Localities were selected based on the number of projects
conducted in each locality during the time period and to ensure regional diversity. It
was assumed that areas with a greater number of projects would be at a higher risk for
having overlapping projects; therefore, localities with the highest number of projects in
each geographic area of the State were selected. Within each locality, one project was
randomly selected for review. Projects conducted within a two-mile radius of that project
were also selected for review. In addition, the files for projects identified through other
means as problematic were reviewed. Based on this method, a total of 23 projects were
examined. A more detailed discussion of the methods used to select the two samples of
projects is included in Appendix B.

In addition to determining the necessity of the studies and the adequacy of

project coordination efforts, both of these file reviews also examined the quality of
VDOT oversight, the appropriateness of the consultant selection process, and the qual-
ity of consultant work. Criteria used in assessing the study issues included: whether
data in the files support that a problem exists; whether there is local government sup-
port for the project or study; whether the study duplicates a prior or concurrent project;
-if completed, whether the results were used; whether concerns were raised by the project
manager about the quality of the consultant’s work, and if so, how those concerns were
addressed; whether VDOT staff and consultants responsible for overlapping studies
had periodic meetings to ensure coordination of efforts; whether status reports were
prepared and shared across the parties examining overlapping issues; and whether
additional work was required (necessitating supplemental contracts) to alter projects

based on the work of other projects.

For both project file reviews, numerous documents were reviewed, and in many
cases JLARC staff conducted follow-up interviews with the relevant VDOT project
managers. Documents reviewed included the memorandum of agreement between
VDOT and the consultant, consultant procurement documentation, minutes from project
coordination meetings, monthly consultant progress reports, correspondence between
VDOT staff and consultant managers, correspondence with local officials and citizens,
draft and final reports prepared by the consultant, and VDOT consultant evaluations
pertaining to the project.

In addition to the project file reviews, JLARC staff also reviewed 21 files for
the procurement of professional services. These files covered the period from June
1997 to the present to ensure that all of these procurements were conducted under the
most recent VDOT procurement policies. JLARC staff selected every third file, orga-
nized by route number, to obtain the sample.

JLARC staff supplemented the file reviews by observing VDOT processes in
action. This included attending meetings of the Commonwealth Transportation Board,
observing consultant selection committee meetings, and attending consultant presen-
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tations for one project selection. The convergence of information from these and the
other research activities discussed was the basis for the study findings.

Document Reviews. As part of the research process, JLARC staff reviewed
several VDOT internal reports and planning documents, studies conducted by other
entities, and the Code of Virginia. In addition, Commonwealth Transportation Board
meeting minutes, agency regulations, and databases maintained by VDOT were re-
viewed.

Review of Financial and Performance Data. In addition to the activities
outlined previously, JLARC staff evaluated financial and performance data. These
data were used to evaluate the cost-effectiveness and quality of work prepared by con-
sultants in comparison to work prepared by VDOT staff. The types of data analyzed
included: performance measures developed by VDOT, consultant performance reports,
construction work orders, construction advertisement dates missed, and consultant
expenditures.

REPORT ORGANIZATION

The remainder of this report is organized into two chapters. Chapter II dis-
cusses VDOT’s level of consultant use as well as factors affecting VDOT’s decisions to
outsource work to consultants. Chapter III discusses VDOT’s consultant processes,
including the selection, oversight, and coordination of consultants, and opportunities
for improvement of these processes. The third chapter also includes recommendations
to improve the overall consistency of consultant management.
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II. VDOT’s Use of Consultants

The Virginia Department of Transportation’s (VDOT) use of consultants has
increased substantially in recent years. VDOT now accomplishes a significant portion
of its work, particularly preliminary engineering work, through the use of consultants.
Decisions to outsource this work have largely been in reaction to decreases in staffing
levels, most recently due to the 1995 Workforce Transition Act, and increases in workload.
Consultants, in turn, have provided a valuable service to VDOT.

As will be discussed in Chapter III, VDOT’s management of consultant projects
is generally good. However, with this rapid growth in outsourcing, VDOT is not well
positioned to adequately monitor its overall use of consultants and consultant pro-
cesses. VDOT needs to put in place management tools to better track its level of con-
sultant use and the quality and cost-effectiveness of consultant work.

In particular, the department has not been proactive in identifying what is the
most appropriate level of consultant use, particularly from the perspective of what is
most cost-effective. This review found reason for concern that VDOT's current level of
consultant use may not be optimal and needs to be addressed. Through improved
monitoring, VDOT can better assess what is the most appropriate level of consultant
use and can determine when that level has been reached.

VDOT’s Use of Consultants Has Increased Substantially in Recent Years

While VDOT has always used consultants, it has substantially increased its
use of consultants in recent years. This increased use of consultants can largely be
attributed to an increased workload and decreased staff size. Consultants are now a
major mechanism through which VDOT accomplishes its workload, particularly its
preliminary engineering work.

Trends in VDOT’s Level of Consultant Use. As of August 31, 1998, VDOT
had 675 consultant contracts for engineering-related services outstanding, with a total
dollar value of $840,900,356. Table 1 shows the number of projects according to the
contract dollar value. About 50 percent of the contracts account for 87 percent of the
contract value outstanding. These larger contracts are typically used by the Location
and Design, Structure and Bridge, and Traffic Engineering Divisions.

Figure 2 identifies the dollar amount of consultant contracts outstanding at
the beginning of each of the last several years. The current amount of consultant con-
tracts outstanding is 800 percent of the amount outstanding in 1987.

Actual yearly expenditures for consultant services show a similar upward trend
(Figure 3). Most recently, VDOT spent more than $100 million for consultant engineer-
ing services in each of the past three fiscal years.
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{Table 1}

Consultant Contracts Outstanding as of August 31, 1998

Number of

Contracts Contract Value Total Contractual Obligations
230 Less than $150,000 $15,276,468
110 Between $150,000 and $300,000 $96,615,838
335 Over $300,000 $729,008,050

Source: VDOT Consultant Tracking information System data as of August 31, 1998.

|| Figure 2 l—l
Dollar Value of VDOT Consultant Contracts Outstanding
(1987 to 1998, as of January 1 of Each Year)
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As a result of this trend, more of VDOT’s preliminary engineering costs are
now due to consultant expenses than to in-house expenses. Figure 4 shows the propor-
tion of in-house to outsourced preliminary engineering expenditures for the past five
fiscal years. For each year since FY 1995, more than 50 percent of preliminary engi-
neering expenditures were attributable to consultant charges.

Reasons for Increased Use of Consultants. It appears that the increased
use of engineering consultants is due primarily to two factors: an increased VDOT
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workload and decreased staff size. In particular, legislation passed by the General
Assembly in 1986 and federal transportation legislation from the early 1990s resulted
in additional funding for transportation projects. The federal Intermodal Surface Trans-
portation Efficiency Act (ISTEA) provided increased federal funding at a time when
State government was going through two major downsizings — one in 1991 and another
in 1995 - which significantly impacted VDOT’s staff size. In addition, there was a
hiring freeze in effect at VDOT until July of this year. As a result, VDOT has been
operating well below its authorized maximum employment level (MEL). As of July 1,
1998, VDOT’s staffing level was 550 less than its MEL of 10,262 positions.

Figure 5 identifies the change in staffing levels for VDOT’s engineering divi-
sions over the past five fiscal years. Also shown is the concomitant increase in workload,
as reflected in the dollar value of projects advertised in each fiscal year. (The dollar
value of projects advertised is considered an appropriate measure of workload since it
generally takes into account project size and complexity.)

The gap between workload and staffing level is expected to grow increasingly
pronounced in the next few years due to the recent passage of new federal transporta-
tion legislation ~ Transportation Equity Act for the Twenty-First Century (TEA-21).
While Virginia received an average annual allocation under ISTEA of $415 million,
TEA-21 is expected to result in an average annual allocation of $671.7 million.

This increased funding will likely result in a substantial increase in VDOT’s
use of consultants. According to VDOT management, the ability of VDOT to now hire
additional positions up to its MEL will not significantly enhance its ability to perform
the additional work in-house in the next few years for two reasons. First, VDOT man-
agement believes it will be difficult to hire staff due to lower salaries offered by VDOT
compared to private sector firms. Second, staff that are hired will require training and
experience before they will be fully productive.

Historically, VDOT has simply reacted to these conditions by using consult-
ants to fill the gap between workload and available staffing. Only recently has it begun
to develop a strategy to identify the department’s staffing needs. However, as dis-
cussed later in this chapter, it does not appear that VDOT is considering what is the
most cost-effective level of consultant use in making its staffing determinations.

Consultants Appear to Provide a Valuable Service to VDOT

VDOT’s use of consultants has enabled it to accomplish a greater workload
with less staff in recent years. This review examined whether the work provided to
consultants was meaningful and needed, and whether consultants, in turn, have pro-
vided useful, quality products toVDOT Evidence suggests that consultants have made
a valuable contribution to Virginia’s transportation program. The projects they are
hired to perform generally appear necessary. Further, the quality of the work provided
by consultants appears good.
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Studies and Projects Conducted by Consultants Generally Appear Nec-
essary and Appropriate. The mandate for this JLARC study questioned whether
consultants are “hired repeatedly to study the same or substantially similar issues.” To
examine this issue, and more broadly, to assess whether VDOT hires consultants to
perform unnecessary work, JLARC staff reviewed a sample of files from recent con-
sultant studies; interviewed consultants, VDOT staff, and local officials; and examined
projects placed in the VDOT Six Year Improvement Program. Studies were considered
necessary and appropriate if: data contained in the files, such as traffic and accident
data, supported that a problem exists; there was local support for the study; the study
did not duplicate a prior or concurrent study; and if the study was completed, the re-
sults were used. This assessment found that, generally, the studies and projects con-
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ducted by consultants appear necessary and appropriate. (Since the focus of the JLARC
review was on VDOT’s use of consultants, the review did not consider whether studies
and projects conducted in-house were necessary.)

JLARC staff reviewed the files from 21 studies conducted by consultants dur-
ing the past three years. Based on this review and discussions with the VDOT project
managers, in all but one case the need for each study could be identified. Further, in
most cases local government support for the study was apparent. No evidence was
found that any of the reviewed studies duplicated prior studies.

The one study which appeared questionable was conducted by a consultant for
the Structure and Bridge Division, as described in the following case example.

In 1995, a feasibility study was conducted “to determine the most eco-
nomical method to provide four lanes of traffic across the
Rappahannock River at Grey’s Point.” Options included widening the
existing Robert O. Norris Bridge or building a new parallel structure.
The cost of this study was approximately $250,000. There were no
data to suggest that the traffic level warranted a four-lane bridge. In
fact, a 1988 in-house corridor study of the road leading to the bridge
did not identify a need for widening the road to four lanes because the
traffic flow did not warrant it. The 1988 study did recommend an
engineering study of the bridge to determine deficiencies and rehabili-
tation costs. This study was subsequently conducted and major re-
pairs to the bridge had just been completed prior to the feasibility
study.

Despite the apparent lack of need for expansion, there was strong local support for this
study. According to VDOT staff, the local board of supervisors as well as local citizens
requested the study. VDOT staff reported that they conducted the study in an effort to
be responsive to the local citizenry, in keeping with their agency mission and goals
statements.

While duplicative studies were not found, VDOT does initiate consultant studies
which build on previous work conducted. Specifically, VDOT may conduct a feasibility
study to determine if further, more in-depth analysis is warranted. For example:

In 1992, an in-house feasibility study was conducted which subse-
quently led to a 1995 consultant rail realignment study. In Manassas,
there were several locations where a rail line intersected city streets,
causing significant traffic back-ups. The 1992 study examined whether
there were other possible solutions to the traffic problem besides con-
structing grade separations at the rail crossings, specifically whether
relocating the rail line was possible. The study suggested that there
were some potentially feasible alternative rail locations, and there-
fore, further study was recommended. As a result, a more in-depth
rail relocation study was conducted by a consultant in 1995. Accord-
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ing to the consultant, the 1992 study was used as a starting point for
the consultant study, but as expected, additional alternatives were con-
sidered as well.

The use of small feasibility studies appears to be a prudent practice to identify the
need for a study prior to engaging a consultant in a more costly, detailed study.

In some cases, the need for major investment studies and for examining cer-
tain alternatives in location studies was questioned by VDOT staff and local officials.
Local officials and VDOT staff reported that sometimes alternative road locations are
examined, which in the view of some, appear impractical and, therefore, unnecessary to
study. For example:

One county official said that there are cases where VDOT “refuses” to
do something that the county asks them to do, particularly concerning
major investment studies. For example, the county will tell them not
to study certain alternates because the county knows they are not fea-
sible, but “they just don't listen.” At a later date those contested alter-
nates will be declared unfeasible and removed from consideration. In
the meantime, VDOT has expended time and money on the study of
those alternates.

However, VDOT is limited in its ability to eliminate study options in many cases. Fed-
eral regulations mandate the review of all possible locations to determine their envi-
ronmental impacts. If VDOT did not consider certain alternatives, they would risk not
obtaining federal approval for the final location. In the case of major investment stud-
ies, VDOT staff reported that the federal government is currently reexamining the
need for the process, and changes to streamline the process are likely.

To examine further whether consultants are providing needed work, JLARC
staff reviewed consultant design projects to determine if there are clear plans for their
use within a reasonable amount of time. Specifically, JLARC staff examined the projects
in the 1997-1998 Six Year Improvement Plan for which consultants are currently being
procured by the Location and Design Division to determine if construction funds have
been allocated for these projects. This analysis is based on the assumption that projects
without construction funds have a lower likelihood of being built in the next six years,
questioning the need to perform the design work now. VDOT staff stated that they try
to avoid hiring consultants for design projects without construction money.

Based on the review, 40 percent of the projects currently in the division’s pro-
curement process do not have construction money allocated to them. Despite the rela-
tively large percentage of projects without construction funds, it appears that priority
is given to procuring projects which have construction money. The request for propos-
als of twice as many of the projects with construction money have been advertised as
those without construction money. Further, one-quarter of the projects without con-
struction funds in the 1997-1998 Six Year Improvement Plan were subsequently allo-
cated construction funds in the next year’s plan. The Location and Design Division
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administrator said that they are ultimately required to pursue all of the projects listed
in the Six Year Improvement Plan.

According to the Location and Design Division administrator, the division does
not currently have any completed consultant design plans for which no action has been
taken. This suggests that the consultant design projects that have been conducted
have been or are currently being used. Based on these analyses, it appears that con-
sultants are being provided work which is both needed and subsequently used by VDOT.

Consultant Work Appears to Be of Relatively Good Quality. Because of
the large amount of money that VDOT spends on consultant projects, it is important to
ensure that the department receives quality products. To determine if the quality of
consultant work meets VDOT standards, JLARC staff reviewed data from VDOTs six-
month consultant evaluations and Design Quality Index, and interviewed department
project managers and local officials. This review indicated that consultant work ap-
pears to be of relatively good quality.

Data reviewed by JLARC staff included scores from VDOT’s six-month con-
sultant evaluations and the department’s Design Quality Index. Although the relative
newness of these measures limited the amount of information available for analysis,
the data appear to indicate that consultant work is of comparable quality to that com-
pleted in-house. Consultants generally received high marks on their evaluations, and
the overall Design Quality Index of consultant projects is comparable to the scores of
in-house projects. :

Consultant evaluations are to be completed by VDOT project managers every
six months. Project managers rate the consultants’ work on a total of 18 items using a
scale of one to five; a score of three indicates that the consultant’s work “met expecta-
tions.” These 18 items represent the following major areas of emphasis:

e attitude and cooperation;
® organization and management;

e utilization of Disadvantaged Business Enterprises (DBE) / Women’s Busi-
ness Enterprises (WBE) / subconsultants; and

» work performance.

Table 2 shows eight examples of the most important criteria against which
consultants are evaluated, and the average of consultants’ scores for each category.
This evaluation process has been in place for approximately 21 months, and as of Au-
gust 14, 1998, there were 440 completed evaluations. As discussed later, this is about
24 percent of the approximately 1,800 evaluations that should have been completed
but were not.



Page 15 Chapter 1I: VDOT’s Use of Consultants

1' Table 2 F

Representative Criteria for VDOT
Evaluation of Consultants and Average Scores

(N=440)
Attitude and Organization and Utilization of DBE/ Work
Cooperation Management WBE/Subconsultants Performance
Cooperation Quality/ability Assignment of Completion of
with VDOT of personnel tasks as agreed work on time and
(4.18) (3.94) (3.55) within budget
(3.79)
Scope of work Adequacy of Coordination with QOverall quality
and terms of supervision and Prime/Subconsultant of interim/final
agreement management (3.69) submissions
foliowed (3.9) (3.86)
(3.8)
Key To Scores
i=Poor 4=Exceeds Expectations

2=Needs Iimprovement 5=Exceptional
3=Met Expectations

Source: VDOT Consultant Performance Reports as of August 14, 1998.

The average of the 18 individual scores determines the firm'’s overall score.
JLARC review of this data indicated that the average consultant received a score of
3.91 out of five. Since a score of three indicates that the work “met expectations,” the
average consultant’s work would appear to exceed somewhat VDOT's expectations.

JLARC staff also examined data gathered for VDOT’s Design Quality Index
process. The Design Quality Index was developed as a part of the department’s strate-
gic plan and implemented as a means of measuring project design quality. According to
department documentation, “The Design Quality Index form (LD-433) evaluates the
completeness, accuracy, clarity, and constructability of the design.” All regularly-adver-
tised projects are to be reviewed following their completion and rated by the project
inspector in conjunction with the project engineer. Each project is scored on seven
factors based on a scale of one to four, with one being “Major Design Problems” and four
being “No Design Problems.” If desired, the inspector may also provide design com-
ments in addition to the numerical scores. This review is then to be shared with the
designer of the plans.

This index has only been computed for construction projects completed since
October 1997, and of the 36 projects contained in the dataset, only six had been de-
signed by consultants. Therefore, this review of the Design Quality Index was limited
by the small size of the dataset.
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Despite this limitation, JLARC staff review of the Design Quality Index data
appears to indicate that VDOT projects are of relatively high quality. For projects
evaluated from October 1997 to June 1998, the average Design Quality score was 3.5
out of four. JLARC staff next compared the scores of projects designed by consultants
to projects designed by VDOT staff. Because of the interrelated nature of tasks con-
tributing to the quality of design, comparisons of these data were somewhat problem-
atic. For example, a consultant may have been responsible for a flawed design which
was caused by improper survey work conducted by VDOT staff. Because it would be
difficult to disentangle the effects of one from the other, it would be difficult to deter-
mine which entity was responsible for the error. Despite this limitation, Design Qual-
ity scores of consultant-designed projects were generally comparable to those designed
by VDOT staff. The average Design Quality Index for in-house projects was 3.56, com-
pared to 3.45 for consultant designs. VDOT should continue to track the Design Qual-
ity Index and use it to ensure that the quality of consultant design is comparable to in-
house design.

Interviews with VDOT staff and local officials support the conclusion that
consultants’ work is of relatively good quality. Generally, VDOT project managers and
local officials reported that projects completed by consultants are of comparable qual-
ity to those completed in-house. VDOT staff stated that consultants are professionals
who want to perform quality work. Consultants also reported a desire to perform good
work and noted that substandard work would jeopardize their ability to secure future
work with the department. This notion was also raised by VDOT staff.

VDOT’s Chief Engineer said that consultants are careful to do good
Jobs, because “the grapevine is a wonderful thing.” He said that word
of poor work gets around, risking firms’ chances to work for VDOT in
the future.

As a result, the evidence suggests that consultants provide good quality work, meeting
VDOT standards.

VDOT Lacks Adequate Processes for Monitoring Consultant Use

Despite the fact that consultants are an increasingly significant mechanism
through which VDOT accomplishes its work, the department does not adequately main-
tain and track meaningful consultant data to enable it to make sound decisions on
consultant use. VDOT does not accurately track the amount of work outsourced com-
pared to the amount of work conducted in-house. As such, it is not in a position to
determine when it has reached its goal vis-a-vis the proper level of outsourcing.

In addition, the department does not routinely track data on the cost-effec-
tiveness of outsourcing various work. This data could help determine whether the
outsourcing goal VDOT has identified is, in fact, an appropriate level of outsourcing.
Finally, VDOT does not track various performance data which are needed to adequately
monitor consultants and ensure VDOT management has sufficient information to make




Page 17 Chapter II: VDOT's Use of Consultants

informed decisions about its use of consultants. A major factor in the lack of data
available to track consultant work is the lack of adequate computer databases at VDOT.
It is important that VDOT address these issues given the increasing reliance on engi-
neering consultants to meet the department’s mission.

VDOT Does Not Adequately Monitor Its Level of Consultant Use. VDOT
has identified a level of consultant use for design work which it considers appropriate
to enable it to retain adequate in-house expertise for oversight purposes. The Chief
Engineer stated that he would like for the interstate, primary, and urban road design
work to be divided equally between in-house staff and consultants, with each having a
similar level of complexity of projects. He believes that, except for large secondary road
projects in urban areas, all other secondary road projects should be designed in-house.
Further, he would like between 40 and 50 percent of the bridge design work to be
completed in-house, with the remaining work to be outsourced. Based on these goals,

VDOT reported that it currently outsources more engineering design work than desir-
able.

Despite these goals, VDOT does not have a mechanism in place to periodically
track the current level of workload outsourced or its progress toward these goals. As
part of this review, JLARC staff requested information concerning the level of consult-
ant use for VDOT’s engineering divisions. It was determined that the most appropri-
ate measure of consultant use for design work is the construction dollar value of the
projects being designed. Since more complex projects typically cost more to construct,
this measure appropriately takes into account the complexity of the work in assessing
workload levels for consultants compared to in-house staff.

However, JLARC staff found that VDOT does not routinely track workload
using this measure. There is no database which can readily identify the total value of
projects outsourced compared to those designed in-house. Currently, it is up to indi-
vidual divisions to track the level of consultant use and to determine how it is mea-
sured. As a result, some divisions could not identify their level of workload outsourced,
while others did so based largely on informal analyses. For example:

The Location and Design Division administrator reported that the
division currently outsources about 65 percent of its workload, based
on the value of the projects. However, he reported that this informa-
tion was derived from an informal analysis conducted a couple of
years ago. This information is not routinely tracked.

The only division to routinely track workload conducted in-house and outsourced, based
on project value, 1s the Structure and Bridge Division.

VDOT does separately track expenditures incurred from outsourced and in-
house preliminary engineering work. However, there are problems with using expen-
ditures to measure workload. Expenditures do not accurately measure the amount of
workload conducted in-house and by consultants because a portion of the in-house
expenditures are actually for in-house oversight of outsourced work. Therefore, if VDOT
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were to report, for example, that 45 percent of preliminary engineering expenditures
are for in-house work, the actual percentage of workload conducted in-house is likely
significantly smaller. Further, any differences in the cost of work outsourced and con-
ducted in-house would impact the proportions. If the same project costs more for in-
house staff to design than a consultant, it would improperly appear as if the in-house
staff have a greater workload than the consultant.

VDOT has recently developed a workload planning system to identify the level
of in-house staffing and equivalent consultant staffing necessary to achieve VDOT’s
current workload. According to staff responsible for the system, recommended staffing
levels were initially derived based on identification of a desired level of outsourcing.
However, from interviews with division administrators and other staff it is clear that
the assumptions used in identifying recommended staffing levels varied across divi-
sions. Therefore, the data do not consistently measure the in-house staffing needs
necessary to achieve a desired level of outsourcing.

VDOT needs to develop an accurate, consistent mechanism for tracking the
level of consultant use in each division and ensure that divisions track the necessary
information. In developing such a process, VDOT may find it appropriate to develop
different measures for different outsourced functions. The information collected should
then be used by management in comparing the current use levels to desired levels of
use. With such data, sound decisions about any changes necessary to reach desired
goals can be made by VDOT managers.

Recommendation (1I). The Virginia Department of Transportation
should begin tracking levels of consultant use department-wide on a consis-
tent basis. In developing a tracking process, the department should consider
the most appropriate measures of consultant use for each type of function
outsourced. For design-related work, for example, the department might con-
sider the cost of projects as a workload measure.

Recent Decisions Concerning Outsourcing Have Not Considered Cost-
Effectiveness of Consultant Use. In considering how work should be accomplished
by VDOT, it is important to consider, among other factors, what is the most cost-effec-
tive approach to take. By not considering the cost-effectiveness of different approaches,
the potential exists for excessive spending of tax dollars to accomplish VDOT’s mission.

Traditionally, VDOT has used consultants to carry out work for which it does
not have the expertise in-house or to meet peak workload demands. For many years
VDOT has chosen to contract out projects or tasks requiring personnel whose special-
ized knowledge would be expensive, and whose services would be underutilized if main-
tained in-house. Such projects include, for example, underwater inspection of some
bridges and studies of endangered species. In addition, since the size of VDOT's con-
struction program historically has fluctuated from year to year, VDOT has used con-
sultants to meet workloads during peak demand years. This avoids the situation of
VDOT maintaining staff on the payroll during years in which the level of work does not
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require such staff. Such decisions to outsource based on needed expertise or to handle
unusually high workloads implicitly consider the issue of cost-effectiveness.

However, in recent years VDOT has increasingly used consultants to help it
accomplish its normal engineering workload. This increase in consultant use has not
been based on any analyses of the cost-effectiveness of using consultants. Rather, the
increased use of consultants has been a reaction to significant reductions in its staffing
level, most recently occurring as a result of the 1995 Workforce Transition Act. JLARC
staff found only one work activity in which the use of consultants was being monitored
for cost-effectiveness — that of bridge inspection services. As will be discussed in detail
later in the chapter, that analysis found that it was not cost-effective to use consultants
for inspection services. Given that the one analysis conducted found that the service
was being provided in a more costly manner through consultants, it clearly raises the
question of whether there are other VDOT functions which are not being performed
cost-effectively.

Further, VDOT's goal for consultant use considers only the level of outsourcing
which will allow VDOT to maintain adequate in-house expertise to oversee consultant
work. Its goal does not consider what is the most cost-effective level of consultant use
to have, either for specific activities or for the construction program as a whole. VDOT
needs to incorporate in its decisions regarding outsourcing, consideration of the costs
associated with outsourcing work compared to performing the work in-house.

VDOT Does Not Adequately Track Management Information Concern-
ing the Use of Consultants. To make effective management decisions concerning
consultant use and VDOT processes for overseeing consultants, VDOT needs to main-
tain a variety of information concerning consultant activity. Currently, it does not ap-
pear that much of this information is available. As a result, decisions are made based
on anecdotal information which may or may not accurately reflect current conditions.
If consuitant-related data were routinely collected and monitored, this information
could then be used in decision-making concerning the proper level of consultant use
and, if problems are identified, could be used to identify policies and procedures needed
to avoid future problems.

For example, data such as the number and magnitude of design errors and
whether a project meets its deadline are not collected and monitored as part of an
effort to ensure that consultants are meeting the terms of their contracts. In addition,
information is not readily available to management on the number of projects (and
dollar value of projects) assigned to each project manager. This information would be
useful in assessing whether workload is appropriately allocated among staff. Further,
the extent to which consultant performance evaluations are completed by staff is not
tracked. As will be discussed later, despite their importance, it appears that many
evaluations are not being completed as required.

VDOT has taken a number of steps in recent years aimed at improving its
consultant processes; however, mechanisms are not in place to track the extent to which
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the changes were implemented or whether the changes made an improvement. For
example:

In 1996 VDOT reviewed its consultant procurement and management
policies and procedures and identified a number of changes which
were to take effect in December 1996. These changes included:

® giving consultants a better opportunity to resolve plan errors,
but also obtaining reimbursement from consultants, where ap-
propriate;

* making greater use of lump sum contracts; and

e including a contingency of ten percent on design contracts and
15 percent on construction inspection contracts to help reduce the
number of supplemental agreements used.

Despite these goals, VDOT does not have any mechanisms in place to
track if it is properly seeking reimbursement, if there has been an in-
crease in the use of lump sum contracts, if the number of supplemen-
tal agreements has decreased, and the extent to which the contingency
amounts have had to be used. Tracking of these items would enable
VDOT to determine if its efforts have been successful or if additional
actions need to be taken.

The only VDOT database which maintains information specifically on con-
sultant projects is the Consultant Tracking Information System (CTIS). The system is
largely used to track consultants’ workloads and payments to consultants. However,
VDOT staff consistently reported, and JLARC staff confirmed, that the CTIS data are
flawed. Therefore, the system provides unreliable data on consultant activities. In
particular, the extent to which staff enter data into the system accurately and in a
timely manner varies significantly. For example, it appears that some staff routinely
enter data on limited services contracts incorrectly, which results in overstating the
value of consultant work outstanding, while underreporting the number of projects
under way.

In addition, the information maintained in the system is inadequate for man-
aging consultant activities. One problem with CTIS is that it only provides informa-
tion on current projects. Therefore, it is impossible to evaluate trends in consultant use
with the data. Also, it is not possible to track consultants’ use of disadvantaged busi-
ness enterprises according to contract requirements. Further, there is no distinction
made for identifying active projects and those which have been placed on hold.

A A 1994 VDOT internal audit identified additional problems with CTIS, mostly
due to inquiry and reporting limitations of the system. However, improvements to the
system were never implemented. As a result, some divisions have developed their own
databases to monitor projects under their control. Aside from the data required in
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CTIS, each division that procures consultants decides to what extent such information
is tracked, if at all.

VDOT has taken steps recently to improve its consultant data management;
however, it is too early to tell whether this will be adequate to correct the data deficien-
cies noted. Specifically, the agency’s new financial management system (FMS II), which
became operational on September 1, provides fields for various data on consultant con-
tracts, some of which are mandatory and some of which are optional. For example, data
fields are provided for contract beginning and expiration dates, final report date, de-
tailed information on consultant and subconsultant hours spent to date, contract sta-
tus (for example, whether active or on hold), information on specific activities required
within the contract, and contract type (for example, lump sum).

However, it will still be incumbent on staff to enter the data accurately and in
a timely manner for the new database to be useful for consultant management pur-
poses. In addition, the data currently on the CTIS system needs to be entered into the
FMS II system as soon as possible to ensure VDOT has complete information about
consulitant contracts. VDOT needs to stress to all its staff the importance of maintain-
ing this consultant information. Further, clear guidelines must be developed for what
information should be included and how it should be recorded. Finally, quality checks
should be periodically conducted to ensure that staff are entering data appropriately.

Recommendation (2). The Virginia Department of Transportation
needs to review all the consultant-related fields in its new financial manage-
ment system to ensure that all the information necessary for project manag-
ers and department management to adequately monitor consultants are in-
cluded, and make adjustments to the fields as necessary. Included in this
review should be consideration of whether the data entered for each field
should be required or optional.

Contract data from the Consultant Tracking Information System
should be entered into the new financial management system and the previ-
ous system discontinued. In addition, the department should conduct peri-
odic quality checks of the data in the new financial management system to
ensure the data are consistently and accurately recorded.

Current Level of Consultant Use May Not Be Optimal in Some Instances

Although consultants generally provide a valuable service to VDOT, concerns
have been raised that VDOT’s level of consultant use may not be optimal in some areas.
VDOT management has voiced concerns that the current level of consultant use has
not enabled the department to maintain adequate in-house design expertise because
more complex projects are routinely outsourced. VDOT management stated that it is
important for some of these more complex projects to be completed in-house, so that
staff have opportunities to hone their skills and maintain their ability to properly over-
see consultants.



Page 22 Chapter 1I: VDOT's Use of Consultants

Questions were also raised concerning the level of consultant use related to
two specific activities — bridge safety inspections and design work for secondary roads
— because of concerns related to their cost-effectiveness. Monitored costs appear to
show that it is not cost-effective to outsource bridge safety inspections. In addition, the
consistent view of VDOT staff is that it is not cost-effective to outsource secondary
road design work, yet the department has begun to use consultants for this type of work
in the past few years. VDOT needs to address concerns related to the appropriate level
of staffing and consultant use by developing measures which demonstrate the relative
cost-effectiveness of in-house staff and consultants.

The Structure and Bridge Division has tracked the costs associated with us-
ing consultants in its bridge safety inspection program since 1995, when the use of
consultants for this program expanded significantly. This federally-required program
is responsible for periodically inspecting all the bridges in the State to ensure their
safety. Currently, the program is responsible for inspecting 18,986 bridges, with a total
area of 76.5 million square feet, of which approximately half are inspected each year.
In 1994, there were 77 VDOT bridge inspectors. Due to the Workforce Transition Act in
1995, 14 positions (18 percent) were eliminated from this program. As a result of the
decrease in staffing, VDOT now outsources approximately 28 percent of the inspection
work (in terms of deck area).

The division maintains information on the cost charged by consultants for
each bridge inspected since 1995. For each consultant-inspected bridge, the division
also develops an estimated cost of using VDOT staff to inspect the bridge. In calculat-
ing the estimated State cost, division staff include the department’s standard overhead
rate to ensure comparability of costs. In addition, they use the step 15 salary for each
relevant State position, which is somewhat higher than the average salary for VDOT
employees in each of those positions. This calculation, therefore, should represent a
fairly generous estimate of the State’s inspection cost.

While the quality of the program has reportedly not changed since the use of
consultants, the cost of the program has increased substantially. Exhibit 1 shows the
difference in inspection costs between the consultants and in-house staff. Division
staff estimate that the added cost associated with using consultants for bridge safety
inspections during the past three fiscal years has been approximately $4.7 million.
The average cost per bridge is 74 percent more for consultant-inspected bridges than
the estimated State cost for those bridges. This cost differential does not include the
added cost of VDOT staff time required to oversee the consultants’ work. Staff at-
tribute this difference in cost to five main factors associated with consultants: higher
salaries and types of personnel inspecting structures, higher overhead rates, profit,
more hours required for inspections, and higher equipment costs. This analysis clearly
calls into question the appropriateness of outsourcing bridge safety inspection work at
the current level.

Another area warranting further scrutiny is the use of consultants for second-
ary road design work. No formal analyses have been conducted on the costs and ben-
efits of outsourcing secondary road design work. However, VDOT engineering staff



Page 23 Chapter 1I: VDOT's Use of Consultants

—{Exhibit 1}—

Comparison of Consultant and In-house Costs
Associated with Bridge Safety Inspections
Fiscal Years 1996 through 1998

Total of Consultant Costs $10,996,619
Total Estimated State Costs $6,302,654
Cost Differential $4,693,965
Number of Bridges Inspected 4,615
Consuitant Average Cost Per Bridge $2,383
State Average Cost Per Bridge $1,366

Source: VDOT Structure and Bridge Division.

consistently reported that it was not cost-effective to outsource this type of work be-
cause, except in highly urbanized areas such as Northern Virginia, these tend to be
relatively small, less complex design projects. Despite this assertion, interviews with
VDOT staff indicate that secondary design work is increasingly being outsourced, as
the following case studies show.

One district administrator said that more of the secondary projects in
his district are going to consultants. He said that consultants who
work on the secondary system request information and guidance from
the district staff, anyway, so the district spends a lot of time on those
projects. The district staff end up “being a liaison,” and working on
the projects even though they are not responsible for the design.

* %k %k

Another district administrator said that VDOT staff are efficient when
it comes to “typical” secondary projects, such as road widening. How-
ever; that work is now being outsourced at VDOT, even though the dis-
trict admunistrator said it sometimes takes more staff time to review
the consultants’ work than it would take to do the design in-house.

* * k

Another district administrator said that his staff had conducted an
informal analysis of the cost-effectiveness of outsourced secondary
design projects. His staff estimated that in-house secondary projects
cost one-third to 45 percent less than outsourced projects. He said
that for this reason, secondary design work had not previously been
outsourced, although it was happening now due to staffing deficien-
cies.
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JLARC staff identified 24 secondary road design projects outside of Northern
Virginia and Hampton Roads which were conducted by consultants during the past
three years. The cost of these projects was approximately $3 million. Most of these
projects are from the Staunton and Bristol districts. Additional consultant contracts
for secondary road design work are currently being prepared.

Given the uniform belief that secondary road design work is not cost-effective
to outsource, VDOT needs to look closely at this issue. VDOT should conduct a formal
analysis to determine whether it is, in fact, cost-effective to outsource these projects. If
the department finds that it is not cost-effective, then steps should be taken to ensure
that adequate staff are available to conduct this work in-house. Shifting work to in-
house staff can be accomplished by either replacing outsourced secondary road design
work with other work that could be outsourced more cost-effectively or by adding dis-
trict staff.

More broadly, since VDOT has reviewed the cost-effectiveness of outsourcing
only one of its activities, the department is not in a position to know if it is, in fact,
outsourcing the range of work activities which are most appropriate to outsource, from
a cost-effectiveness perspective. ldentification of the two functions discussed raises
the possibility that there may be other functions that are inappropriately outsourced,
and conversely, that there may be some activities which would more appropriately be
outsourced. VDOT needs to incorporate cost-effectiveness analyses in its decision-
making process for outsourcing. This information should then be included in budget
deliberations as to the appropriate staffing level for VDOT.

Recommendation (3). The Virginia Department of Transportation
should conduct formal analyses of its work to determine which activities are
cost-effective to outsource. Staffing decisions and requests should be based
on these analyses, as well as the manpower requirements necessary to retain
adequate in-house expertise. The department should report to the House
Appropriations and Senate Finance Committees with its findings by Septem-
ber 1, 1999. In the future, a cost-effectiveness analysis should be completed
before outsourcing any additional work and should be performed periodi-
cally on currently outsourced functions.
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III. Procurement and Management
of Consultants by VDOT

The Virginia Department of Transportation’s (VDOT) processes for selecting
and managing consultants generally appear to be sound. The department has taken
steps to ensure that procurement practices are consistent with the Virginia Public
Procurement Act, to improve the accountability of those practices, and to streamline
the procurement process. Although the process for procuring consultants has been
improved in recent years, JLARC staff identified opportunities for further streamlin-
ing the procurement process and increasing consistency across divisions.

VDOT efforts in the areas of consultant project oversight and coordination are
also generally sound. This review found that project managers maintain frequent con-
tact with consultants and appear to coordinate potentially overlapping projects. In
addition, available information on relevant current and past studies and projects is
generally provided to consultants by VDOT in a timely manner. However, VDOT needs
to address significant staffing and workload issues in this area. In addition, it needs to
implement a system to preserve historical information and ensure coordination of over-
lapping projects. Finally, VDOT must address concerns regarding its overall manage-
ment and use of consultants across divisions.

VDOT’S CONSULTANT PROCUREMENT PROCESS

VDOT’s consultant procurement process is guided by provisions of the Vir-
ginia Public Procurement Act. While the Act identifies the general approach which
must be taken, VDOT has developed specific procedures which staff are to follow. In
response to internal reviews which found problems with the procedures, VDOT has
implemented a number of new procurement policies designed to ensure staff practices
are fair, consistent, and efficient. JLARC staff found that these revised policies and
procedures result in a generally sound process of consultant procurement. However,
there are some additional changes which are warranted to streamline further the pro-
cess and provide some consistency in procurement procedures across the department.

Process for Procuring Professional Services

The process State agencies must follow to procure professional services is out-
lined in the Virginia Public Procurement Act, sections 11-35 through 11-80 of the Code
of Virginia. Professional services are procured through a competitive negotiation pro-
cess. With this process, an agency first issues a written Request for Proposal (RFP)
mdicating in general terms the nature of the project and what will be required of the
consultant. In response to the RFP, a firm submits to the agency an “Expression of
Interest” which identifies the firm’s qualifications, past experience with similar types
of work, and any other items required in the RFP. The agency then reviews all the
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expressions of interest and develops a “short list” of firms most qualified, from which it
will engage in further discussions.

The Act requires that at least two suitable firms be selected for additional
deliberations. For VDOT, these deliberations take the form of presentations made by
each short-listed firm to demonstrate how that firm’s qualifications are best suited for
the project. After the presentations, the firms are ranked and the agency enters into
negotiations with the first ranked firm. If a contract can be negotiated at a price
considered fair and reasonable, an award is made to that firm. Otherwise, the agency
begins negotiations with the second ranked firm and so on until a reasonable contract
can be negotiated. Though not set in statute, VDOT has developed a policy whereby
the Commonwealth Transportation Board has final authority to approve all contracts
over $300,000. The Commissioner of VDOT approves all contracts between $150,000
and $300,000, and the Chief Engineer approves contracts less than $150,000.

Past Reviews Found Significant Problems with VDOT’s
Professional Services Procurement Process

VDOT’s professional services procurement process has been reviewed in re-
cent years by its internal auditor as well as its Value Engineering Section. In these
reviews, numerous problems were found with the process as it pertains to obtaining
engineering and design services by the agency. Problems ranged from a lack of compli-
ance with State law to inefficient practices leading to increased costs associated with
procuring consultants. -

The most recent internal audit, conducted in 1996, noted significant problems
with a lack of adequate documentation for selection decisions, unexplained changes in
selection scores, and unreliable data from VDOT’s Consultant Tracking Information
System (CTIS). As stated in the audit report:

[W]e found numerous score changes, which were unexplained by the
documentation, and unexplained irregularities in some projects. There
was one situation where there was an intentional alteration of the
selection records in order to shortlist a particular consultant. We
were told that the changing of scores was a normal practice in some
work groups.

Because of the substantial problems found by the audit, VDOT revised its procurement
guidelines and placed the Administrative Services Division in an oversight role with
regard to the process.

In addition to the internal audit, a value engineering study was conducted
which focused on identifying ways to reduce the cost and time involved in the consult-
ant selection process for VDOT and consultants without adversely affecting quality
and performance. The study concluded that VDOT spent more money than necessary
through excessive advertising of RFPs. Further, it found that savings would accrue to
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both VDOT and consultants if VDOT better identified the scope of the project in the
RFP and limited the amount of information firms were expected to provide in their
expressions of interest. These changes would save review time for VDOT staff and
would reduce the firms’ cost of compiling the expressions of interest. The study also
found that administrative savings would result from an increased use of “lump sum”
contracts as opposed to the “cost plus net fee” contracts normally employed. These and
other recommendations were presented to VDOT management through a March 1995
report.

VDOT Has Made Improvements to Its Professional Services Procurement Process

In part as a response to the internal audit and value engineering study, VDOT
has taken numerous steps to improve its procurement process. These changes have
helped ensure that VDOT practices are consistent with the Virginia Public Procure-
ment Act, and have resulted in improved accountability and a more streamlined pro-
cess.

The process was significantly revised in early 1997 to have the Administrative
Services Division monitor and oversee the selection process. This division now attests
that each selection process has been completed fairly and according to agency policies
and State statutes before negotiations can begin with a firm. To do so, staff from this
division attend meetings held to rank firms’ expressions of interest and develop the
short lists. Further, they attend the presentations of the short-listed firms and ap-
prove the final documentation selecting the first ranked firm. This division also now
maintains the official file for each professional services procurement.

The department has also instituted a number of cost containment measures
designed to ensure it receives the requested service at a reasonable cost. For example,
the department has limited the fixed fee (profit) allowed on a contract to no more than
ten percent. (Previously, the typical range was ten to 15 percent). It also no longer
allows principals to charge time to a project at the principal’s pay rate. Now, if per-
forming technical work, the principal may bill his or her time at a rate not to exceed
that charged for other employees performing similar technical work. Further, VDOT
has limited the rate that can be billed for computer costs. These measures were insti-
tuted in late 1996 when federal law was changed to prohibit States from capping over-
head rates in determining the cost for transportation design projects.

Other changes instituted by VDOT include:

¢ standardizing the memorandum of agreement (contract) used by divisions
in procuring consultant services;

* reducing the amount of information required in the expressions of interest
and, in general, streamlining the RFP and expressions of interest; and
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¢ making an effort to better define the scope of work prior to issuing the RFP,
in part to reduce the number of supplemental agreements needed on a project.

These changes have served to improve the process by increasing consistency across
divisions and reducing the time it takes to procure a consultant.

VDOT’s Current Professional Services Procurement Process
Is Generally Sound

In addition to examining the changes made to VDOT’s procurement process,
other analyses were conducted to assess the department’s process. JLARC staff com-
pared VDOT’s revised procurement process to guidelines developed by the American
Association of State Highway and Transportation Officials (AASHTO) and found that
VDOT’s process was consistent with these national standards. Further, consultants
were asked for their perceptions of the selection process, including whether they thought
the department’s process was fair. Of the ten consultants and four in-state transporta-
tion consultant-related associations interviewed, all felt that the process was fair.

To assess whether VDOT staff were following the new procurement policies, a
sample of 21 files for procurements conducted since the new procedures were insti-
tuted was reviewed. In addition, JLARC staff attended three meetings at which VDOT
staff “short-listed” consultants and one meeting during which presentations were made
by short-listed firms and a final selection was made. Based on the file review and
attendance at selection meetings, JLARC staff found that the new process was gener-
ally being followed. There were, however, some relatively minor inconsistencies in
documentation requirements which warrant continued monitoring by VDOT.

JLARC staff also examined the types of factors VDOT considers in making
selection decisions. One concern cited by the mandate for this JLARC study was whether,
“prior to their entering into a contract with the Department, consultants demonstrate
a knowledge of studies that have already been done on the same or substantially simi-
lar issues.” Through the procurement and other file reviews conducted for this study, it
was evident that VDOT staff do consider a consultant’s knowledge of the project at
hand, including conditions and past projects which impact the current project. For
example:

Knowledge of the Route 29 Phase I corridor study results was a major
consideration in which consultant was selected to perform the Route
29 Phases II and 111 corridor study since the methods in the first study
were to be replicated in the second study.

v As a result of these analyses, the JLARC review found VDOT’s procurement
process to be generally sound. However, there are some additional changes that could
be made to further improve VDOT’s procurement process, as will be discussed in the
next section.
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Additional Changes Would Further Improve the Process

According to a recent study of VDOT’s business processes, the process of se-
lecting and hiring a consultant takes an average of seven months and 22 days. Based
on the JLARC review of project files, there can be a substantial range in the amount of
time required to procure consultants, from approximately four months to more than a
year. One step in the process — obtaining contract approval from the Commonwealth
Transportation Board — appears unnecessary. Elimination of this requirement would
result in reducing the time involved in procuring consultants.

There are additional steps as well that VDOT should take to improve consult-
ant procurement practices. First, this review found that additional attention needs to
be given to the process of negotiating contracts with consulting firms to ensure that
VDOT is obtaining the needed service at a reasonable cost. Second, the department
needs to address inconsistencies which were found in the way different divisions use
and monitor limited services contracts. And third, VDOT needs to stop the practice of
allowing consultants to start projects prior to having a written contract finalized.

Commonuwealth Transportation Board Approval of Professional Ser-
vices Contracts Should Be Eliminated. As previously noted, the Commonwealth
Transportation Board (CTB) approves all memoranda of agreement (MOAs) with con-
sultants for projects over $300,000. This accounts for 87 percent of the value of all
engineering consultant contracts currently outstanding, including almest all of the con-
sultant services procured by the Location and Design Division. Of the 456 MOAs brought
to the Board in the past six and one-half years, only two have not been approved by the
Board. Thus, it appears there has been little value added by having the CTB approve
consultant MOAs.

However, CTB approval adds significant time to the process of procuring con-
sultants. All requests for CTB approval must be submitted at least 17 days prior to the
monthly Board meetings. Based on a recent study of VDOT’s business processes, in-
cluding procurement, and discussions with VDOT staff, the CTB approval generally
takes between three to five weeks, depending on the Board’s meeting schedule. Given
that the large majority of MOAs are approved, this added time does not appear war-
ranted.

Further, much time and expense by both VDOT staff and consultants have
occurred by the time the MOA reaches the Board. The time and expense are wasted if
the Board denies approval of the MOA, as the following case example shows.

The most recent MOA to be denied by the CTB occurred at its June
1998 Board meeting. The proposed MOA was a $1 million contract on
the initial phase of an $18 million project to install new lighting on
Interstate 66 in NorthernVirginia. According to VDOT staff and news-
paper articles at that time, the contract was denied because some board
members felt that there were other, higher priority roadway needs in
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that area besides lighting. However, the Board had previously voted
to include this project in the Six Year Improvement Program. VDOT
staff had spent approximately six months’ time selecting the proposed
consultant and developing the draft MOA. This does not include the
time and expense involved for the consultant.

As the case example points out, the Board already has an opportunity to pro-
vide input into what projects VDOT conducts since it approves the projects to be in-
cluded in the Six Year Improvement Program, which is revised annually. This avenue
allows for significant CTB input in project development without resulting in unneces-
sary staff and consultant time being spent. In addition, the CTB currently receives
quarterly reports concerning VDOT’s level of consultant use and the status of consult-
ant contracts.

Given these factors, it appears that VDOT’s procurement process could be
streamlined by eliminating the CTB approval of consultant contracts. Instead, ap-
proval of consultant contracts should be vested in the VDOT Commissioner and Chief
Engineer. However, the CTB should continue to receive periodic updates concerning
the department’s use of consultants and policies used in procuring consultants to use
in setting broad policies for VDOT’s use of consultants.

Recommendation (4). The Commonwealth Transportation Board and
Virginia Department of Transportation should modify their procurement poli-
cies to eliminate the Commonwealth Transportation Board responsxblhty for
approval of consultant contracts over $300,000.

More Attention Needs to Be Given to the Negotiation Stage. Because
consultant services are not procured through a low-bid process, costs are controlled in
part by ensuring that the work hours allowed to be charged to a project are appropri-
ate. VDOT staff with responsibility for negotiating these work hours must have famil-
iarity with a range of VDOT projects and be able to determine the reasonable amount
of hours needed to complete different types of projects. For example:

One VDOT division administrator discussed the first consultant con-
tract for which he was responsible. The firm that had been selected
proposed a limiting fee of $5 million for the project, while the depart-
ment wanted to spend $500,000. VDOT negotiated with the firm to
reduce the level of work hours, resulting in an agreement under $1
million. According to the division administrator;, that was when he
learned that firms “want to sell you a Rolls Royce,” when you can often
“get by with a Pinto.” The division administrator said that firms that
have more experience dealing with VDOT tend to submit proposals
that need “less whittling.”

This division administrator’s experience demonstrates how critical the negotiation pro-
cess is in ensuring that VDOT obtains a quality product at a reasonable cost.
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VDOT’s negotiation process has five major steps. Once a firm is selected for
" negotiation, the department and the firm meet to discuss the scope of the project in
detail and what will be expected of the consultant. The consultant then develops a
detailed scope of work and fee proposal which includes the number of hours expected to
be needed to complete the work. At the same time, the VDOT project manager is sup-
posed to develop an estimate of how many hours he or she expects the project to re-
quire. Once the department receives the proposal, the project manager then compares
the VDOT estimate and expectations of work to be performed with the consultant’s
proposal and adjusts the consultant’s estimated hours accordingly. The project man-
ager and consultant then work together to develop a final estimate of hours needed and
the scope of work that both feel is reasonable.

During the project file reviews, JLARC staff found little evidence that work
hour estimates were being prepared by VDOT staff in advance of receiving the fee
proposals from consultants. Rather, project managers usually first reviewed the con-
sultant proposals and then made modifications as they saw appropriate. Further, in
some cases there was not any clear indication that work hours were fully negotiated.
For example:

For one project reviewed, the manhours identified in the firm’s fee
proposal were accepted without any changes. When asked how the
proaject manager determined what was a reasonable number of work
hours for the project, the manager reported that the hours proposed by
the consultant appeared reasonable based upon past experience. The
project manager did not prepare an independent estimate of work hours
prior to obtaining the consultant’s proposal, as required by VDOT policy
and federal law (for federally funded projects).

The use of a consultant’s proposal as a starting point, although saving time for
the project manager, presents problems for VDOT. Consultants have a financial incen-
tive to maximize the total work hours of a project because it increases their net fee.
Negotiating a mutually acceptable number of work hours is the most direct means for
VDOT to control these costs. It is, therefore, essential that the department develop its
own independent view of the necessary project hours.

For some divisions there does not appear to be reliable data for use in estimat-
ing how long various tasks take to complete for different types of projects. Project
managers from some divisions reported basing their estimates of hours needed for a
project on their past experience or by talking informally with other staff. In other
divisions, work hour standards may exist, but they are outdated, and therefore, their
usefulness is limited. In contrast, other divisions have detailed data for use in identi-
fying work hours needed. For example:

The Structure and Bridge Division has three methods by which staff
can estimate the number of work hours required to design a bridge.
First, they have written guidelines which identify the hours needed for
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the basic design work of different types of bridges, to which a capacity
factor is applied for certain conditions. The data are based on in-
house work hours required for the designs. Second, they have a data-
base of work hours used for projects designed by consultants. Third,
they have standards for the number of work hours needed per sheet of
plan drawings.

Several VDOT staff reported a need for more reliable, up-to-date data to use
in negotiating work hours. In fact, the need for this type of information was identified
in the Location and Design Division’s Consultant Services Strategic Plan prepared in
1997. This division has begun requiring consultants to provide monthly reports which
detail work hours expended on various tasks. The Consultant Services Section man-
ager reported that these data would be included in the department’s new financial
management system and would be used in the future in estimating work hours for
proposed projects. However, at this point, data have not been collected and/or compiled
to enable the division to develop up-to-date work hour standards.

In addition to work hour standards for use in negotiations, a need has been
identified for contract negotiation training. Such training has been an identified need
for at least two years, but none has been provided. In fact, VDOT reported in a letter to
consultants in December 1996 that the department planned to “improve our negotiat-
ing skills” effective immediately. However, no training was initiated to effect such a
change. Given that VDOT has substantially increased its use of consultants, and as a
result, has had to use VDOT staff from outside the divisions’ consultant services sec-

tions to serve as project managers, it is critical that negotiation training be offered to
staff.

Recommendation (5). The Virginia Department of Transportation
should clarify with staff the importance of preparing work hour estimates in
advance of receiving consultants’ fee proposals. Managers of the divisions’
consultant services sections should periodically monitor the negotiations for
projects to ensure work hour estimates are being prepared appropriately.

Recommendation (6). The Virginia Department of Transportation
should ensure that all divisions which procure consultant services develop
standards for the length of time required for different types of project activi-
ties. These standards should then be periodically reviewed to ensure accu-
racy. Project managers should be provided with these standards and should
use them in negotiating work hours with consultants.

Recommendation (7). The Virginia Department of Transportation
should make it a priority to institute contract negotiation training as soon as
possible.

Policy Needs to Be Developed on the Use of Limited Services Contracts.
All of VDOT’s engineering divisions now use limited services contracts in accomplish-
ing their workload. A limited services contract is a contract for one or more services to
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be performed during a specified period of time, with a cap on the total dollar amount of
work that can be accomplished under the contract. For example, the Location and
Design Division currently has four limited services contracts for design services, each
of which covers a different portion of the State. The contracts last three years, for
amounts up to a total of $3 million each. There is no guarantee that work will be
assigned to the contract. However, the consultant for each limited services contract
agrees to provide the resources necessary during the contract period to provide what-
ever services are requested. Use of this type of contract is an integral way in which
VDOT is able to accomplish its workload.

There are no VDOT guidelines for the use of limited services contracts. How-
ever, staff report that the purpose of these contracts is to provide a method of contract-
ing out small projects and tasks that would not be cost-effective to procure as separate
projects. For example, Location and Design Division staff reported that generally they
try to use the design limited services contracts for jobs costing no more than $100,000
to $200,000 each.

While the majority of tasks assigned to the contracts are for relatively small
costs, JLARC staff identified 32 pre-construction projects performed under limited ser-
vices contracts during the past three years which cost more than $300,000 each. One
job procured on a Location and Design Division limited services contract cost almost $1
million. In addition, in at least one district, large construction inspection projects are
routinely placed on limited services contracts.

Use of these contracts for large jobs results in by-passing the normal VDOT
procurement approval process. As previously noted, currently CTB approval is re-
quired for any contract over $300,000, and the VDOT Commissioner’s approval is re-
quired for contracts between $150,000 and $300,000. Final approval authority required
for specific projects on a limited services contract varies by division, from a section
manager in one division to a division administrator in another division.

The type of projects being assigned to the limited services contracts also needs
to be scrutinized. The JLARC review found that districts are increasingly using lim-
ited services contracts to employ consultants to design secondary road projects. While
use of these contracts may be the most cost-effective way to obtain consultant services
for secondary road projects, it raises a fundamental question as to whether it is cost-
effective to use consultants at all for these types of projects. District administrators
reported to JLARC staff that they were contracting out secondary road projects due to
a lack of staff, but that it was not a cost-effective practice. As discussed in Chapter 11,
VDOT needs to examine the outsourcing of secondary road projects and determine
whether this practice should be allowed to continue.

Another concern with the use of limited services contracts pertains to the
tracking of specific projects assigned to each limited services contract. Tracking of
assigned projects is important to ensure that contract dollar limits are not exceeded.
Problems have been encountered from improper tracking of job assignments, as the
following case examples illustrate.
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In early 1998, two districts assigned work on the same Location and
Design Division limited services contract, which resulted in the maxi-
mum contract amount being exceeded. VDOT had to enter into a
supplemental agreement with the consultant to alleviate the problem.
As a result of this problem, procedures were changed in this division
so that staff must now obtain approval from an assistant division
administrator before assigning a specific project to a limited services
contract. A spreadsheet was also developed to better track activity on
each contract.

Traffic Engineering Division staff reported having difficulty keeping
track of how much money had been spent on their first limited ser-
vices contract (which ended in early 1998). In fact, based on a review
of all the projects assigned to the contract, the division would have
exceeded the $500,000 contract limit by $1,400 if the consultant had
used the full amount authorized for each specific project. Division
staff report that they are now tracking better the individual assign-
ments on their current limited services contracts.

Tracking of specific projects by districts appears to be particularly lacking. In fact, to
provide data to JLARC staff concerning the projects assigned to limited services con-
tracts, districts had to obtain this information from each consultant for which they had
a limited services contract. They did not have this information readily available in-
house.

In addition, sound management requires that a written agreement, such as a
“letter of agreement,” be prepared for every task or project assigned to a limited ser-
vices contract. However, it does not appear that this practice is routinely followed by
all VDOT divisions. Specifically, not all districts develop written agreements for the
tasks they assign to limited services contracts. For example, one district reported that
when additional consultant construction inspection staff are needed, the district con-
struction engineer calls the consultant to let them know how many inspection staff will
be needed that month. A written agreement is not developed.

VDOT management needs to develop a formal policy on the use of limited
services contracts by its divisions. The policy should identify the types of projects and
tasks that are appropriate to obtain through the contracts and the maximum dollar
amounts allowed for individual projects. Further, standard practices should be devel-
oped to ensure that all divisions are adequately tracking the projects assigned to each
contract.

Recommendation (8). The Virginia Department of Transportation
should develop a formal policy for the use of limited services contracts by its
divisions. This policy should identify the conditions under which use of a
limited services contract is allowed. Further, a standard mechanism for track-
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ing individual projects assigned to a limited services contract should be de-
veloped for use by all divisions.

Occasional Practice of Providing Consultants the Notice to Proceed
on Projects Prior to Formal Contract Approval Should Be Stopped. VDOT con-
tracts with consultants take the form of a “memorandum of agreement.” As stated in
the standard consultant memorandum of agreement, consultants may not be reim-
bursed for work performed on a project prior to VDOT formally notifying them that
they can proceed with the project. This notification is supposed to take place after the
memorandum is signed by all parties.

During the course of this review, JLARC staff found evidence that VDOT occa-
sionally gives consultants the notice to proceed on a project prior to having an ap-
proved contract. For example:

The Transportation Planning Division issued a notice to proceed in
December 1997 for a project in the Hampton Roads area that was to
be placed on a limited services contract. Howeuver, the limited services
contract was not approved by the CTB until February 19, 1998. Fur-
ther, the contract was not signed until May 1998 ~ after the work had
already been completed for the project.

* k ¥

During the period of the JLARC review, the Culpeper District was
applying construction inspection work to a limited services contract
that had not been executed. Documentation provided by VDOT stated
that, “the contract has not been executed, but it is assumed that the
Maximum Total Compensation for this work will be $7,500,000. The
Culpeper District was given permission to use these inspection ser-
vices without an executed contract. [Consultant] started providing
inspection services in March of 1998 and continues through this date
(7/15/98) to operate without a contract.”

In another case, in identifying the firm’s ability to meet schedules, a consultant wrote
in an expression of interest submission that:

On recent engagements, [consultant], with VDOT notification, has
proceeded on projects without benefit of a contract in order to meet
accelerated advertisement schedules.

VDOT staff confirmed that this practice occurs occasionally in order to meet certain
construction advertisement dates or to expedite a project.

These examples represent a poor business practice which should be stopped
immediately. Failure to fully execute a contract prior to the beginning of a project
means that VDOT lacks the legal basis for holding consultants responsible for their
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performance. And technically, consultants are not supposed to be paid for work con-
ducted prior to the contract. Further, this practice may unintentionally apply undue
pressure on consultants during the consultant selection process. In some cases, con-
sultants may feel compelled to start a project in advance of the contract since they may
believe that if they do not, VDOT will hold it against them in future selection decisions.
This practice, therefore, could negatively impact the integrity of the selection process.

Recommendation (9). The Virginia Department of Transportation
should discontinue immediately the practice of issuing a notice to proceed on
a project prior to having a signed memorandum of agreement. Prohibition of
this practice should be clearly stated in VDOT policy.

MANAGEMENT OF CONSULTANT PROJECTS

The JLARC review found that VDOT project managers generally provide ap-
propriate oversight of consultant work. In addition, VDOT appears to take necessary
steps to coordinate potentially overlapping projects to ensure that work is not dupli-
cated. However, VDOT’s ability to continue to provide this oversight and coordination
may be jeopardized by the expected growth of the State transportation program and
the departure of experienced project management staff.

Oversight of Consultant Projects Is Generally Good,
Although Staffing and Other Concerns Need to Be Addressed

VDOT oversight of consultant projects appears to be generally sound, although
some reasons for concern were raised. VDOT’s consultant workload has increased in
recent years, and as a result, concerns have been raised by staff and some local officials
that the quality of consultant oversight may be declining due to excessive workloads.
This review did not find conclusive evidence that the quality of the product being over-
seen has declined. However, the potential for this to occur exists. Given that design
work can have a direct impact on the cost of construction, it is an area which needs
continued monitoring. JLARC staff did identify one example of inadequate oversight —
VDOT staff’s failure to consistently complete consultant evaluations. Because VDOT
plans to use these evaluations in the selection process, it is essential that the evalua-
tions always be completed in a thorough and timely manner.

VDOT management has indicated that steps are being taken to address staff-
ing issues through a redistribution of its available staff and the development of a more
competitive compensation systemm. VDOT must address these needs to ensure its abil-
ity to continue to provide effective oversight of consultants. In addition, it should com-
pile a standardized training manual, including guidelines for project management, for
use by its staff.
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Oversight of Consultants Is Generally Sound. The JLARC review exam-
ined the adequacy of VDOT oversight, considering such factors as the frequency of
consultant contact and whether problems resulting from poor oversight could be iden-
tified. The review indicated that VDOT’s oversight of consultants is generally sound.

VDOT project managers monitor consultants through monthly project status
reports, periodic plan reviews, and frequent telephone contact. Consultants interviewed
for this study appeared to be satisfied with the oversight provided by VDOT project
managers. They indicated that VDOT project managers maintain regular contact, of-
ten speaking with them on a daily basis.

One consultant who had worked on several large studies said that
VDOT oversight had been adequate on all projects. He felt that they
had good project managers, and that oversight had been “well above
average.” As a result, he reported, everyone worked well together.

The JLARC file review indicated that problems that did arise were generally resolved,
and did not reveal problems that could be attributed to inadequate project oversight.

In addition to individual project managers, VDOT sometimes uses technical
advisory committees to guide projects. These committees are occasionally used on com-
plex projects to provide guidance to consultants and to make recommendations based
upon the work of consultants, and may include State, local, and federal government
staff. Consultants and VDOT project managers who had worked with technical advi-
sory committees stated that these bodies are generally helpful in recommending courses
of action based upon the information presented by the consultant.

A consultant managing a major investment study reported that the
technical advisory committee for her study “worked well.” She was
particularly impressed by the involvement of the staff from the im-
pacted counties.

Concerns Have Been Raised that Staffing for Consultant Project Man-
agement May Be Inadequate. As previously described, VDOT has increasingly turned
to the private sector to complete its workload. Figure 6 shows the number of ongoing
consultant projects as of July 1 of each year. Interviews with VDOT staff revealed
concern that VDOT project managers are overseeing excessive numbers of projects as a
result of this increased workload.

The Location and Design and Structure and Bridge Divisions, in particular,

have seen rapid growth in the number of consultant projects for which they are respon-
sible.

One way that the Location and Design Division has responded to this
increased workload is by spreading consultant project management
work out among design staff (who are less familiar with the consult-
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ant management process). Despite this action, full-time consultant
project managers are still overseeing an average of 18 projects valued
at $274 million. The Location and Design Division administrator
said that the average number of projects assigned per project man-
ager should be 12, based on the complexity of jobs outsourced.

As shown in Figure 7, the Structure and Bridge Division has seen an increase in the
number of projects in recent years. In contrast, the number of consulitant project manag-
ers has remained relatively constant.

Staff indicate that they have generally been able to complete their work, but
that they face capacity constraints. In 1997, JLARC staff surveyed Location and De-
sign Division project managers as part of its review of the highway location process. Of
the project managers who responded to the survey, 62 percent agreed that “I have more
work assigned than I can handle.” Further, 75 percent disagreed with the statement
“Expectations for the amount of work I perform are reasonable.”

Consultants interviewed for this study also stated that VDOT project manag-
ers appear to be overworked.

A principal of one large consulting design firm indicated that his
project managers oversee one large project or several smaller ones, but
that he understood VDOT staff were generally overseeing ten to 20
projects. He said that was a level he “would not feel comfortable with.”

* % ¥
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A representative of a consultants’ association said that VDOT has “a
staffing problem.” He said that VDOT needs to increase its staffing to
oversee design work. As a result of this staffing problem, he noted that
project managers could be slow to respond to consultant queries.

* % %

A consultant conducting a major investment study said that it seems
that VDOT staff sometimes have too many projects. According to her,
“They seem really overworked.”

The Quality of Oversight May Be Declining as a Result of Project Man-
agement Workload. Although a pattern of problems could not be discerned from
JLARC’s review of VDOT project files, some VDOT staff indicate that excessive con-
sultant workloads are resulting in errors and delays. Project managers reported that
they are unable to perform quality checks as often as they would like to, or review
consultant plans with the thoroughness that they feel they should. And, as the follow-
ing case example shows, consultants’ monthly vouchers are not always reviewed by all
relevant divisions.

Traffic Engineering Division staff reported that there are a number of
tasks that they cannot complete because they do not have the time.
This includes monitoring manhours on the traffic engineering compo-
nents of Location and Design Division projects. According to Traffic
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Engineering staff, they must show “blind trust” that the vouchers have
been filled out honestly by the consultants.

The 1997 JLARC survey of Location and Design Division project managers
revealed similar concerns. The survey asked what the resulting consequences were
from not having the time to adequately manage the projects assigned to them. Re-
sponses included:

I do not have the time to thoroughly field review projects which makes
me dependent on the consultants’ evaluations of project conditions.

* %k %k

Time available for quality control is limited. I do not have the time to
check as much as I should - both in-house and consultant projects.

* k%

The tremendous volume of assigned work results in untimely re-
sponses to consultant inquiries. This in turn can delay their progress
and cause project delays.

To supplement this anecdotal evidence, JLARC examined VDOT data related
to construction work orders and the Design Quality Index of projects to determine
whether quality has declined as a result of improper project oversight. It was expected
that if quality has declined, there would be a corresponding increase in the number of
work orders issued. While no increase in the amount of work orders relative to con-
struction workload was found, this review was largely inconclusive. Many factors lim-
ited this review, including the fact that problems resulting from inadequate consultant
oversight may not become apparent for several years due to the length of time involved
in the highway development process. VDOT staff indicated that because projects cur-
rently under construction were designed years ago, information related to their quality
is not likely to be indicative of current oversight practices.

Similar concerns surrounded the use of Design Quality Index information to
evaluate whether the quality of oversight has declined. The Design Quality Index, a
measure of project quality, has only been calculated for certain projects since late 1997.
As a result, VDOT has no real baseline for quality comparisons. In addition, it is diffi-
cult to determine whether “design comments” identified by the review process are truly
indicative of errors. For example, construction may reveal a previously unknown situ-
ation, such as the presence of asbestos in a structure. In this case, although a construe-
tion work order would be needed, it does not necessarily indicate that an error was
made or that oversight was inadequate.

Management Services Division staff indicate that VDOT plans to analyze the
Design Quality Index data in the future to examine whether design comments are
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indicative of true errors, or whether they result from situations beyond the control of
the project staff. They have not yet begun this process, however.

Despite the limitations of the aggregate data, specific comments contained in
the Design Quality Index reports indicate that there is reason for concern. Some of the
design comments included:

General notes and plan sheets are in conflict. Plan sheets show plant-
ing trees in clear zone and underneath utilities. General notes state
to avoid this.

Pavement marking plan not included in project plans. Sign plans did
not match up with roadway plans. Summary plan sheets for pay
items were in error — especially for drainage structures.

These comments indicate that mistakes are possibly not being caught by project man-
agers responsible for reviewing plans.

Another possible indicator of staffing problems is that required consultant
performance evaluations are not being consistently completed by project managers.
Although evaluations of consultants are to be completed by project managers every six
months, the JLARC file review indicated that this does not always occur. In fact, VDOT
staff managers were unsure how regularly evaluations are completed because that
information is not monitored. Interviews with consultants indicate that evaluations
are not being completed as they should be, as the following case examples show.

One consultant project manager said that he had received one six-
month evaluation in the three years he had been working on a VDOT
study. Because VDOT policy requires an evaluation to be completed
every six months, he should have received six.

% %k %k

Another consultant for a large engineering firm said that he has only
received two evaluations (on the same project) out of the seven projects
he had worked on. According to the consultant, they may have been
done, but he had not seen them to sign off on them, as VDOT requires.

Examination of VDOT data confirmed that evaluations appear to have been
neglected. A VDOT database of consultant evaluations contained approximately 440
entries since the current evaluation process began in late 1996. Considering thatVDOT
had at least 600 ongoing consultant projects at any one time during that period, and
that three evaluation periods would have occurred within that time span, at least 1,800
evaluations should have been completed. Because VDOT plans to use past evaluations
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in the consultant selection process, it is very important that VDOT staff always com-
plete consultant evaluations and provide them to consultants in a timely manner.

Recommendation (10). The Virginia Department of Transportation
should ensure that staff in all relevant divisions review vouchers for consult-
ant projects and complete consultant evaluations on all projects every six
months. If the department has insufficient staffing for these oversight activi-
ties, it should submit an appropriate request for positions to the 1999 General
Assembly. :

Recommendation (11). The Virginia Department of Transportation
should implement its plan to evaluate design comments identified through
the Design Quality Index review, identify causes of plan errors, and take ap-
propriate corrective actions. Information from this review should be used in
further examining staffing concerns.

Projects to Be Outsourced Are Backlogged. Excessive VDOT staff
workloads may also be resulting in a backlog of projects to be sent out to consultants.
JLARC staff identified 35 design projects from last year’s Six Year Improvement Plan
for which a consultant contract had yet to be developed as of August 10, 1998. VDOT
had not even advertised for a consultant for 22 of these projects. Local officials indi-
cated that they understood that projects were often delayed because VDOT staff were
overworked, as shown by the following case studies:

A city official voiced his frustrations concerning an urban project that
had been delayed. He said that it took VDOT approximately one year
to secure a consultant following the completion of survey work. He
said that VDOT staff told him that the early retirements had left them
“gutted” and unable to procure consultants in a timely fashion.

* k%

One city official said that an urban project had been delayed, despite
its inclusion in the previous year’s Six Year Plan. He said that there
had been “extensive” delays in getting the RFP out. The pre-scoping
meeting was held in January, and responses to the RFP were due in
June. As of August, a consultant had not yet been selected. He under-
stood that the delay resulted from VDOT being behind in its procure-
ment work.

A county official cited a project that went into the Six Year Plan in
1994 to improve a major North/South urban route. Although the
county identified it as one of the most critical bottlenecks in the area,
it was not treated as a priority, and the procurement process alone
took approximately one year. In the meantime, a design project is un-
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derway to reconstruct an Interstate that parallels the urban route. As
a result of the delays, both roads will be under construction at the
same time, even though they are designated as alternatives to one an-
other. She said that the result will be tremendous congestion in the
area. Her understanding was that the delays were due to VDOT
outsourcing so much work that it could not get projects out quickly at
its current staffing level.

Although these delays are problematic, it is unlikely that the department’s
current project management staff could adequately oversee these projects if they were
to be outsourced more quickly. This is a particular concern given the evidence that the
quality of VDOT oversight may already be declining as a result of overextended project
managers.

VDOT’s Consultant Workload Is Expected to Increase. Two factors indi-
cate that VDOT project management workloads will grow in the future. The size of the
transportation program is expected to increase dramatically as a result of the recently
passed 1998 Transportation Equity Act for the 21st Century (TEA-21). At the same
time, VDOT expects to continue to lose staff to retirement and the private sector.

TEA-21 will provide approximately $671.7 million for transportation improve-
ment projects for each of the next six years — an average yearly increase of more than
$250 million from the previous six years. As a result of this increased level of funding,
VDOT’s program, and level of consultant use, will undoubtedly increase in coming years.
If much of the additional workload is outsourced, additional staff will likely be needed
to adequately oversee the consultants’ work.

However, while VDOT’s workload is increasing, VDOT will likely lose a num-
ber of its most experienced staff to retirement in the near future. Analysis of data
provided by the Department of Personnel and Training indicates that 867 of VDOT's
2,954 engineers (30 percent) have 25 years or more experience with the State, and may
be expected to retire within the next five years. Those staff in the “Transportation
Engineer” class with 25 or more years experience currently account for 55 percent of
the total years experience of the class. Staff with 25 or more years of experience in the
“Transportation Engineer, Senior” class account for more than 65 percent of the total
years experience of the class. “Transportation Engineering Program Supervisors” with
25 or more years experience account for 80 percent of the years experience of that job
class. Because the staff who take over these positions will have less experience than

the retirees, these conditions will serve to exacerbate workload concerns currently fac-
ing VDOT.

In addition to retirement, VDOT continues to lose experienced staff to con-
sulting firms. The trend toward outsourcing is a national one. As states, including
Virginia, have hired more consultant engineers, the private-sector firms have hired
additional staff. They often turn to state departments of transportation for experi-
enced staff who may be lured away by the higher salaries of the private sector.
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The head of traffic and transportation related projects for a large con-
sultant engineering firm said that consultants are looking for the ex-
pertise that the VDOT staff offer. He said that this is especially true
for some of the smaller consultants, who need that “edge.”

VDOT also faces increased competition in the labor market from localities. As
the localities have grown and increased the size of their departments of public works
and transportation, they have begun to compete with VDOT for staff.

One district administrator said, “VDOT is becoming a revolving door.”
He said he had lost a “good, young L&D engineer” to a nearby city for
a position that paid $10,000 more a year. VDOT could not compete
with that, and the department lost someone who “would have been a
great long-term asset for VDOT.”

VDOT staff and consultants interviewed for this review expressed the belief
that VDOT will continue to lose staff to other employers. A continued loss of experi-
enced staff will likely result in a worsening of VDOT’s workload situation.

Although VDOT Has Taken Initial Steps to Address Staffing Issues, It
Must Monitor Their Efficacy. VDOT management has taken steps which it believes
will begin to address its staffing issues. These steps include a recent redistribution of
positions to increase staffing levels in its pre-construction divisions and the develop-
ment of a competency-based reward system for managing its human resources.

During the spring of 1998, VDOT management reexamined its agency priori-
ties and compared them to its staffing levels across the agency. Based on this review,
VDOT reallocated its current positions to divisions using the VDOT Mission and Stra-
tegic Outcome Areas as the driver of the process. The resulting redistribution placed
the highest priority for increasing staff on five areas, including the Location and De-
sign and Structure and Bridge Divisions. As of July 1, 1998, VDOT increased the num-
ber of positions in Location and Design from 601 to 646, including approximately 20
project manager positions; and the Structure and Bridge staffing level increased from
289 to 320, including approximately 20 project manager positions.

A tool that VDOT hopes will address the problem of staff retention is the
Competency Based System (CBS) currently being developed. The CBS, which must be
approved by the Department of Personnel and Training (DPT), will integrate human
resources functions, such as performance planning, individual career management, and
staff compensation and recognition.

One of the key features of the CBS is the use of employees’ competency levels
to determine compensation levels within broad pay bands, as opposed to the tradi-
tional State pay grade system. These pay bands have been developed based on market
salary surveys, and allow the department to reward strong individual performance.
The implementation of CBS will not function as a general regrade. Rather, compensa-
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tion will be determined in part by an individual’s performance. Therefore, the salaries
of “high performers” likely would increase, up to a cap of ten percent of annual salary
per cycle.

VDOT staff report that DPT’s approval of the CBS is expected in the fall of
this year, with implementation for the approximately 650 design engineers occurring
during December 1998. The first changes in compensation levels resulting from the
use of the CBS would occur in June 1999.

Although these steps appear to be appropriate, it is too early to determine
whether they will fully address VDOT’s staffing issues. For example, it is unclear if the
CBS will improve VDOT’s ability to retain staff. Several VDOT staff members re-
counted examples of VDOT engineers receiving job offers from consultants that in-
creased their salaries by 15 or 20 percent. If VDOT salary increases are capped at ten
percent, it is unclear whether adequate incentives will be provided for staff not to seek
positions with consulting firms.

Following implementation of these initiatives, VDOT should review their ef-
fectiveness to determine whether they adequately address VDOT’s staffing problems.
This review is critical considering the increased amount of federal transportation funding
that the State will receive as a result of TEA-21. This increased funding will result in
an increased workload. Project oversight will likely worsen if VDOT faces this in-
creased workload with less experienced staff.

Recommendation (12). The Virginia Department of Transportation
should report to the House Appropriations and Senate Finance Committees
prior to November 1, 1999, on the impact of the recent staffing changes and
progress of the Competency Based System, and whether those changes ad-
equately address its staffing and compensation problems.

VDOT Lacks a Detailed Training Plan and Policies Manual. Because
of the growth in VDOT’s workload and loss of experienced staff, it is essential that staff
receive guidance in the form of training and a comprehensive policies manual. VDOT
managers recognize the need for such a resource. For example, development of a train-
ing manual has been in the Location and Design Consultant Services Section’s Strate-
gic Plan for two years, but has not yet been completed because of time constraints. The
Structure and Bridge Division has its own manual, but this manual is not used by
other divisions.

VDOT is currently revising its draft “Guidelines for the Procurement and
Management of Professional Services” manual issued in May 1997. However, the first
draft appears still to lack necessary detail in its guidelines for project oversight. For
example, the guidelines in the draft manual indicate that VDOT project managers
should “maintain project files and satisfy the requirements for record keeping, filing,
and reporting.” However, the manual does not provide detailed information regarding
what those requirements are. Similarly, the manual advises that project managers
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should “provide liaison with consultants in preliminary stage, design stage and during
construction” without providing guidelines for appropriate frequency or means of con-
tact.

As a result, the JLARC review identified inconsistencies across divisions con-
cerning consultant oversight. For example, some project managers remain unclear on
guidelines for completing evaluations, as is shown by the following case study.

A manager of a consultant design project said that she had not com-
pleted an evaluation because she had been told she did not have to
complete evaluations for projects assigned to limited services contracts.
She said that she wished she could have completed an evaluation be-
cause the consultant had done good work, and she wanted the consult-
ant to be recognized. In fact, however, VDOT policy does require that
stx-month evaluations be completed for all consultants, including those
used under limited services contracts.

General guidance on issues such as this has typically been provided through
email to staff as problems arise. Beyond that, individual divisions have addressed
training needs and the development of written procedures on their own. The Environ-
mental Division recently developed its own written guidelines which provide a de-
tailed guide to the procurement of consultants. However, as with the draft agency
manual, the division manual lacks detailed information concerning project manage-
ment. VDOT needs to develop an agency-wide training plan and a comprehensive
policies manual which identifies explicitly the expectations regarding project manage-
ment. This is particularly important now given the level of staff turnover that has
occurred and is expected and the plan to hire additional staff.

Recommendation (13). The Virginia Department of Transportation
should develop a training plan and policies manual for staff consultant project
managers to provide detailed guidelines for project oversight.

Coordination of Projects Occurs, Although More Formal Mechanisms
Are Needed to Ensure Coordination in the Future

A key concern cited by the study mandate was whether VDOT was adequately
coordinating consultant projects. Based on the project file review and interviews with
VDOT staff and consultants, it appears that VDOT project managers generally keep
consultants informed of potentially relevant or overlapping studies and take steps to
coordinate their efforts. However, the ability of VDOT to continue to do so may be
threatened by the department’s loss of institutional knowledge, its lack of a system or

process for preserving and sharing that information, and the absence of formal models
for coordination efforts.

Overlapping Consultant Projects Have Been Adequately Coordinated.
To examine the project coordination issue, JLARC staff reviewed the files for projects
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in close proximity to each other, where the need for coordination might be expected. A
sample of projects within four localities was selected. If projects or studies appeared to
overlap, JLARC staff examined whether VDOT project managers held periodic meet-
ings or shared status reports across projects to ensure coordination of efforts. In addi-
tion, JLARC staff interviewed representatives of local governments, VDOT st4ff, and
consultants associated with some of those projects to determine the level of coordina-
tion needed and whether it was provided. This review indicates that VDOT has gener-

ally done a good job of ensuring that potentially overlapping projects and studies are
coordinated.

Consultants and VDOT staff reported that information on relevant current
and past studies and projects is generally provided to consultants prior to submission
of an expression of interest and is made available by VDOT in a timely manner. VDOT
also reviews this information with the consultant as part of the project scoping process
which determines project limits and requirements. Consultants stated that although
they conduct their own research to supplement the information provided by VDOT,
they rely on the department’s institutional knowledge of previous studies and projects
to ensure that work is not duplicated.

Several cases were identified by JLARC staff that appear to confirm that studies
and projects are coordinated:

A large project to improve Route 58 was broken into six projects that
were designed by different consultant firms. VDOT staff had to coor-
dinate the efforts of these firms to ensure that designs were compat-
ible and completed at the same time. As a result of these efforts, only
one public hearing was needed for the entire project. According to
those interviewed by JLARC staff, this coordination saved time and
money, and made the public involvement process more customer-
friendly. District staff and consultants involved in the process reported
that the designs were well coordinated and will result in a better prod-
uct.

Plans are underway to improve the 325-mile section of Interstate 81
that extends from the Virginia-Tennessee border near Bristol to the
Virginia-West Virginia state line. To complete this massive project,
seven consulting firms are conducting ten separate studies. In addi-
tion, two previously designed construction projects are currently un-
der way near Bristol and Christiansburg. All phases of this work are
being coordinated by VDOT staff to ensure compatibility. A steering
committee meets regularly to ensure that all projects are coordinated.

* ¥ 3k
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One consultant reported working on a location study that was in the
vicinity of several other VDOT studies. He said that they had partici-
pated in meetings and had follow-up discussions concerning plan-
ning forecasts for current projects to ensure that traffic forecasts for
all projects were consistent.

A consultant reported working on an urban feasibility study that had
to be coordinated with another study in the area. The consultant said
that the study teams shared information such as vehicle travel times
and vehicle occupancy rates to avoid duplicating work and ensure
that they worked from the same assumptions. The consultant con-
ducting the feasibility study also had to incorporate interchanges into
his study that had already been developed by the other study team
and accepted by VDOT. He had to make sure that his recommenda-
tions did not conflict with those plans that had already been devel-
oped.

These case studies demonstrate that VDOT staff and consultants generally appear to
recognize the importance of coordinating studies.

VDOT Lacks Formal Models for Project Coordination. Although JLARC
staff identified several examples in which VDOT took steps to coordinate neighboring
projects, these efforts were not indicative of a department-wide strategy. Rather, they
were largely ad hoc undertakings that resulted from the initiative of individual VDOT
staff Allowing coordination efforts to continue to develop on an ad hoc basis is prob-
lematic given the loss of experienced staff and the subsequent addition of new staff
who may not recognize the need for coordination or understand how to go about coordi-
nating projects.

One local official cited an effective coordination effort in his county,
but questioned whether it could happen again. He explained that the
coordination was largely the result of one person’s efforts, and that
person had since left VDOT to work for a consultant. The local official’s
perception was that VDOT project managers are currently too over-
worked to initiate such a large effort because of the additional work it
may generate.

To ensure that necessary coordination takes place, VDOT must develop guide-
lines and identify appropriate models for project coordination, which should be incor-
porated into the previously recommended project management training manual. One
possible model for coordination, the Gainesville Area Studies and Projects (GASP), is
described below. A more detailed description of GASP is included in Appendix C.

In May 1997, VDOT established the Gainesville Area Studies and
Projects (GASP) to share information among several studies ongoing
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in the area. The main purpose was to ensure that study teams were
aware of the corridors that were being examined by other studies, so
that they could identify possibilities for cooperation. For example, two
projects might be able to share right of way or overpasses. The GASP
coordinator periodically collected updates from each project manager,
organized them into a report, and sent the report to local officials,
project managers, and other involved parties.

Although GASP was generally considered effective by VDOT staff and
consultants, several citizens voiced concerns that coordination efforts
were not apparent. These concerns may have been addressed through
earlier implementation of the GASP and inclusion of an enforcement
mechanism to ensure that information was shared. Despite these limi-
tations, GASP still demonstrates an approach that VDOT should con-
sider formally refining and adopting as a model for the coordination
of overlapping studies and projects.

Although the results of GASP were mixed, they indicate an effort by VDOT
staff to coordinate potentially overlapping projects and studies. As demonstrated by
the examples of project coordination that were identified in the previous section, VDOT
staff have employed varied approaches to project management. VDOT should examine
these approaches to develop formal models for coordinating potentially overlapping
studies.

Recommendation (14). The Virginia Department of Transportation
should develop formal models for coordinating potentially overlapping stud-
ies and projects. The models should include standards to allow for coordina-
tion efforts to begin at the earliest possible stage, allow for effective coordi-
nation of the public involvement process, and include a mechanism to ensure
that conflicts are addressed. These models should be incorporated into the
agency project management manual.

VDOT Continues to Lose Institutional Knowledge Because of Staff De-
partures. VDOT staff aimost universally expressed concern regarding the departure
of a significant number of employees and the resulting loss of institutional knowledge.
This loss of experience is problematic, as consultants and local officials reported that
much of their information concerning other studies and projects results from VDOT
staff’s institutional knowledge.

From FY 1995 to FY 1998, VDOT lost 797 staff, representing 10,426 years of
service, due to employee separations. In particular, many of the most experienced VDOT
staffleft in 1995 as a result of the Workforce Transition Act. Other staff have since left
VDOT to work for consultants. For example, the Structure and Bridge Division lost
four of its 24 design staff to consultants during the course of this study.

VDOT Lacks a System for Preserving and Sharing Information Con-
cerning Previous Studies and Projects. As previously noted, VDOT staff and con-
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sultants indicate that information concerning relevant past and current studies and
projects is provided to consultants at the earliest stages of project development. How-
ever, VDOT staff indicated that they rely on the institutional knowledge of staff, not a
system or process, for this information. As one district administrator said:

We don’t have a system to provide that historical view. If staff walks
out the door, we lose that institutional knowledge.

While information on current projects can be gleaned from VDOT’s Six Year
Plan, VDOT’s information systems do not provide a means for identifying and sharing
information related to previous studies and projects. Hence, information concerning
relevant studies may not always be shared among VDOT divisions, as the following
case example demonstrates.

A VDOT central office staff member stated that one district had con-
ducted a study to evaluate traffic sensors. The staff person said that
this was valuable information with general application. However, the
staff person just happened to hear about it at a meeting.

If VDOT had a system in place which provided information on past studies and projects,
staff would not have to rely on happenstance to learn about relevant projects.

It appears that VDOT staff recognize the importance of identifying previously
completed work that has relevance to current studies or projects because it may allow
VDOT to avoid duplicating work. For example:

One district administrator said that project managers manually re-
view the files from previous projects. Through such a review, district
staff identified a previous environmental document that provided
wetlands information for a current study.

However, such review appears to be informal and time-consuming. Project managers
more typically consult senior staff or review VDOT’s Six Year Plan. As VDOT loses
experienced staff, the potential for not properly identifying relevant studies and projects
increases.

To alleviate this problem, VDOT needs to develop a system or process for pre-
serving and accessing this information. For example, if project data were compiled in a
geographic information system (GIS) or searchable database, a project manager could
access all studies and projects completed in a specific area over a certain period of time.
Such a system would ensure that all relevant past and current studies and projects are
identified and evaluated for use in current projects. Further, it would save staff time
spent researching the existence of relevant studies and projects.

Recommendation (15). The Virginia Department of Transportation
should develop and implement a system or process to preserve and identify
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historical project information for use in coordinating department projects
and avoiding duplication of efforts.

OVERALL MANAGEMENT OF CONSULTANT PROCESSES

Although VDOT’s management of consultant projects generally appears to be
appropriate, the department’s approach to the management of consultants lacks con-
sistency across divisions. VDOT has taken steps to ensure consistency in its procure-
ment process, implementing many changes in recent years. The same level of consis-
tency needs to be applied to the management process once the consultants have been
procured. At present, such a consistent approach appears to be absent.

Divisions “Reinvent” Consultant Processes

Because VDOT lacks consistent standards for overseeing consultants, divi-
sions often waste efforts reinventing or refining processes that have been well devel-
oped in other divisions. Many of the practices of individual divisions appear to be
transferable to other divisions. Yet, these “best practices” are not shared across the
department. For example:

As previously reported, several divisions have had trouble tracking
assignments to limited services contracts. The Location and Design
Consultant Services Section has since developed a spreadsheet which
tracks relevant information concerning each assignment, as well as
the extent to which the consultant is meeting its Disadvantaged Bust-
ness Enterprises contractual obligations. Other divisions could ben-
efit from the use of this spreadsheet. To date, most divisions had dif-
ficulty in managing their limited services contracts and have inde-
pendently developed ways to address the problems.

* k%

The Structure and Bridge Division uses a detailed checklist to iden-
tify project milestones and when they were completed. This system,
however, has not been adopted by other divisions.

Instead of staff spending time developing their own processes and procedures, staff
could better spend their time on consultant oversight activities.

VDOT Needs to Enforce Department-wide Consulting Standards and Practices

The concerns mentioned in the previous sections, as well as in Chapter 1I,
point out the need for VDOT to create a central authority to establish department-wide
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standards for managing and tracking consultants. VDOT currently has a Consultant
Coordinating Committee which is made up of representatives from each division that
uses consultants. It is co-chaired by the consultant services section managers for the
Location and Design and Structure and Bridge Divisions. The Consultant Coordinat-
ing Committee currently serves as a central source of information concerning consult-
ant policies; however, one of the co-chairs of the committee indicated that the group did
not have the authority to ensure that its recommendations and guidelines were fol-
lowed. Further, it has tended to respond to issues as they arise, rather than being
proactive in developing systematic policies and procedures for consultant use. One
reason for this may be that serving on the committee is essentially secondary to the
primary responsibilities within their own divisions. VDOT needs an improved mecha-
nism for ensuring consistency in the management and oversight of consultant use.

There are different ways in which VDOT could address this need. It may wish
to strengthen the Consultant Coordinating Committee, giving it the authority to set
policies for the department’s management of the consultant process. Or, it may wish to
create a new position to act as an assistant to the Chief Engineer concerning consult-
ant matters. Whichever alternative VDOT should choose, it must ensure that the en-
tity has experience with engineering and management issues, and has the ability to
develop policies for consulting department-wide. This central authority should track
timeliness of consultant work, develop and conduct in-house management and negotia-
tion training, and serve to disseminate information across divisions concerning “best
management practices.” This entity should also be responsible for maintaining an up-
to-date manual of all consultant management policies.

Recommendation (16). The Virginia Department of Transportation
should develop a mechanism to ensure consistency in division management
practices regarding consultant use. Among the options which VDOT may want
to consider are an assistant to the Chief Engineer or a strengthened Consult-
ant Coordinating Committee.
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Appendix A

House Joint Resolution No. 263
1998 Session

Requesting the Joint Legislative Audit and Review Commission to study
the use of consultants by the Virginia Department of Transportation.

WHEREAS, in considering possible locations for the construction of highways and
related facilities, the department of Transportation (the Department) not infre-
quently contracts for the services of consultants; and

WHEREAS, the use of consultants in such a role is not, of itself, inappropriate or
objectionable; and

WHEREAS, it is, however, highly desirable, in the interest of economy, efficiency,
prudent management, and responsible stewardship of public revenues, that certain
conditions and limitations be observed in the Department’s contracting for the
services of consultants in such matters; now, therefore, be it

RESOLVED by the House of Delegates, the Senate concurring, That the Joint Legis-
lative Audit and Review Commission (JLARC) be requested to study the use of
consultants by the Virginia Department of Transportation. In conducting its study,
JLARC shall consider how best to (i) ensure that consultants are not hired repeat-
edly to study the same or substantially similar issues; (ii) require that, prior to their
entering into a contract with the Department, consultants demonstrate a knowledge
of studies that have already been done on the same or substantially similar issues;
and (iii) be certain that, if consultants make a recommendation contrary to that
reached by an earlier study of the same or substantially similar issues, clear and
cogent reasons are supplied for any such recommendation. JLARC shall submit
other findings and recommendations related to the Department’s use of consultants
as JLARC deems appropriate.

The Joint Legislative and Audit Review Commission shall complete its work in time
to submit its findings and recommendations to the Governor and the 1999 Session of
the General Assembly as provided in the procedures of the Division of Legislative
Automated Systems for the processing of legislative documents.
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Appendix B

Selection of Projects for Case Study File Reviews

JLARC staff conducted case study file reviews for a range of VDOT consult-
ant projects. There were multiple purposes for the file reviews, and as such, separate
samples were selected to best address those varying purposes. In practice, all of the
files were reviewed for relevance to all of the issues; however, each sample was pre-
dominately targeted toward addressing one or two issues or potential problem areas.

Addressing the Necessity of Consultant Projects

One of the selected samples targeted the issue of whether all the consultant
studies are necessary. To select this sample of files for review, JLARC staff focused only
on consultant studies, not actual engineering design projects. This decision was based
on the assumption that it is unlikely that VDOT would actually build a road that did
not need to be built, given all the road construction needs in the State. However, the
assumption was that the department might agree to a less expensive study, for ex-
ample to “show” a small group of concerned citizens that they were “taking action” on
the citizens’ concerns.

The VDOT engineering divisions that conduct studies are: Transportation
Planning, Location and Design, Environmental Quality, and Traffic Engineering. JLARC
staff reviewed data from the Consultant Tracking Information System (CTIS) for the
past three years and identified all the projects which appeared to be study-related.
The sample was drawn from studies conducted during the past three fiscal years since
the use of consultants by VDOT increased substantially during this time. Sixty-one
contracts for consultant studies were identified.

Based on a target of reviewing 20 files, staff identified the number of files to
be reviewed in each division largely based on the proportion of all studies conducted by
each division. For the Location and Design and Environmental Quality Divisions, the
studies could be classified into different types. For example, one type of study is a
location study, which identifies and assesses possible alternative locations for a new
road. To ensure that the range of studies was reviewed, JLARC staff selected the projects
from these divisions based on type. The specific studies within each type were selected
to provide diversity in roadways examined. In contrast to these divisions, all Transpor-
tation Planning Division studies were functionally similar. Since the type of project
was not relevant, every third project was selected for review. Because there were only
two Traffic Engineering studies during the time period, both of these projects were
reviewed.

Figure 1 identifies the number of consultant studies overseen by each division
during the past three years as well as the number of files reviewed. In addition to the
studies identified in Figure 1, the most recent Structure and Bridge Division study
(from 1995) was selected for review. In total, 21 studies were reviewed.
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4Fi§ure 1}

Consultant Studies Reviewed

FYs 1996 to 1998

Total Number of Studies Number of
Division and Type of Study (Percent of Total) Studies Reviewed
- Location and Design - 28 (46%) 9
Location 16 4
Constructability 9 2
Feasibility 3 3
Environmental Quality 17 (28%) 5
Cultural Resources 6" 2
Wetlands 3" 1
Air Quality Conformity 2" 1
Miscellaneous 6 1
" Transportation Planning 14 (23%) 4
_Traffic Engineering 2 (3%) 2

“Represents the number of limited services contracts.
Source: JLARC staff analysis of VDOT Consultant Tracking Information System data.

Addressing Overlapping Projects

Another file review was conducted to determine whether VDOT projects ever
overlap, and if so, how well VDOT coordinates those projects and shares information.
This review also examined how well VDOT oversees consultant work. Certain as-
sumptions guided the team in generating the sample of files to be reviewed. First, it
was assumed that the sample should be regionally diverse to represent the areas served
by VDOT. Second, it was assumed that areas with a greater number of projects would
be at a higher risk for having overlapping projects. Finally, it was assumed that the
sample had to be of a manageable size, given the time limitations of the JLARC study.

To select the sample, VDOT provided JLARC staff with a dataset which in-
cluded the following information for all preliminary engineering projects conducted
during the past ten years:

e division code,

¢ project number,

¢ whether the work was done in-house or outsourced,

e the date of last charge, and

¢ the amount or cost charged during the past ten years.

To allow for sorting of projects by region, the project number (a fifteen-digit
“smart” code), was broken into its components:
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* county,

® route,

® Jocation,

® section, and
¢ job number.

The mean project value was $49,971.08. To focus on large projects, which
should have a greater chance of overlapping with other projects, JLARC staff elimi-
nated from consideration those projects with a value less than the mean. The resulting
subset of projects was sorted by locality.

Certain assumptions about the data had to be made. The dataset represented
projects that had charges within the past ten years, meaning that only projects incur-
ring charges over $49,971.08 in that ten-year window would be included in the sample
to select the localities. For example, a large project that only incurred small charges at
the end of the ten-year period might be eliminated from the sample. It was assumed
that this was not a problem because those projects would have had only a small win-
dow of opportunity to overlap with other projects.

A similar situation could result from large recent projects that have not yet
incurred charges over $49,971.08. This situation was also not considered a problem.
Although they could have the potential to overlap with other projects in the future, it is
unlikely that the files on a recent project would yet document overlap or how well
VDOT had managed it.

JLARC staff selected one locality from each of the top four VDOT districts (in
terms of transportation expenditures) for further review. From each of the four dis-
tricts, JLARC staff selected the city or county with the greatest number of higher cost
projects (both in-house and outsourced) over the past ten years. The selected cities and
counties are shown in Figure 2.

Next, JLARC staff took a subset of the data containing all active projects dur-
ing the past five years (July 1, 1993 to present). The team then selected the project at
the midpoint of the listing for each locality. (The project listing was sorted by project
code.) Based on location data for all the projects, the other projects which were within

{Figure 2'|

Localities Selected for Review

Number of Higher
City/County District Cost Projects
Fairfax County Northern Virginia 355
City of Norfolk Suffolk 131
Chesterfield County Richmond 145
Roanoke City Salem 47

Source: JLARC staff analysis of data provided by VDOT for all localities.
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a two-mile radius to the selected project were also reviewed. In addition to these files,
the project team reviewed the files of projects that, during the course of the study, were

identified as problem cases. Based on this selection process, files from 23 projects were
reviewed.



Appendix C
Case Study: Gainesville Area Studies and Projects (GASP)

In 1997, VDOT established the Gainesville Area Studies and Projects (GASP) to coordi-
nate the large number of transportation efforts ongoing in the area. GASP generally
served as an effective means of coordinating among consultants, project staff, local
officials, and citizens. Coordinating with citizens was essential because several of the
studies, particularly the Manassas Rail Alignment Improvement Study, generated a
great deal of controversy.

Although GASP was generally effective, opportunities for improving coordination ef-
forts exist. GASP should have been implemented at an earlier stage, should have pro-
vided a mechanism to ensure coordination, and should have more effectively managed
the public involvement process. However, GASP still demonstrates an approach that
VDOT should consider formally refining and adopting as a model for the coordination
of overlapping studies and projects.

Coordination Was Needed in the Gainesville Area Because of the Level of Di-
verse Transportation Activity. The GASP updates were necessitated by a unique
situation involving a large number of transportation studies and projects in and around
the town of Gainesville. From 1995 to the present, four major studies and one con-
struction project were under way, utilizing staff from different consulting firms, VDOT,
and the Virginia Department of Rail and Public Transportation (VDRPT). The need for
coordination among the four studies was great, as each had a different purpose, was at
a different stage in the transportation planning process, and faced different time hori-
zons. A summary of the major efforts under way at the time is included in the table.

GASP Generally Provided an Effective Means of Sharing Information Among
Interested Parties. GASP grew out of informal efforts that began in the spring of
1996. On March 12, 1996, the VDRPT project manager of the I-66 MIS organized a
meeting with State and consultant personnel working on the Western Transportation
Corridor Study, the Route 29 Corridor Study (which was later incorporated into the I-
66 MIS), and the Manassas Rail Alignment Improvement Study. The agenda for this
meeting of the “Gainesville Area Major Studies” indicated that the purpose of the
meeting was “to assure coordination of four major studies in the Gainesville/
Haymarket area.”

Each project manager presented a briefing, including maps showing alignments under
consideration. In addition, time was allotted to “discuss major issues of concern to each
study that related to the area.” The agenda also included time for a “moderated discus-
sion to identify overlaps, conflicts, and coordination opportunities” among the studies.
During this portion of the meeting, traffic models to be utilized by the studies were also
discussed. A follow-up meeting was held, and information was shared informally
throughout the following months.
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Responsible

and develop engineered
concept drawings for a
new |-66 interchange
with US 29 at Gainesville

Study/Project Type Purpose Timeline Agency
Western Corridor Identify transportation 1995 - 1997 vDOT
Transportation Study demands in the western
Corridor Study portion of the Northern
(WTCS) Virginia region in the

2020 timeframe and

propose solutions to

meet those needs
Manassas Rail Feasibility Analyze various options 1995 - 1897 vDOT
Alignment Study to relieve highway
Improvement congestion caused by
Study Norfolk-Southern

Railway operations in

the City of Manassas;

additionally consider

the expansion of VRE

commuter rail service

to the northwest of

Manassas
Interstate 66 Major Develop regional 1985 - VDRPT
Major Investment | Investment consensus on a Present
Study (I-66 MIS) | Study transportation
' investment strategy

for the 1-686 corridor
Route 29 Corridor identify and evaluate Foided into vDOT
Corridor Study Study Route 29 improvements | the I-66 MIS

and alignment options

between Warrenton and

Centreville
Interstate 66 Construction | Construction of HOV Under vDOT
HOV (i-66 HOV) | Project/ lanes from Route 234 Development

Preliminary to Gainesville; conduct
Engineering | preliminary engineering

During this time, conversations between local officials, the public, and VDOT staff con-
cerning the studies in the area indicated that a more formal means of coordination was
necessary. On May 13, 1997, the Northern Virginia District Administrator contacted
supervisors and mayors in the areas affected by these studies to announce the forma-

tion of GASP.

The GASP did not function as a formal committee, but provided a periodic update to
interested parties, including members of the General Assembly and the Commonwealth
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Transportation Board, county supervisors and staff, mayors, and project staff. A North-
ern Virginia District staff person served as coordinator of GASP, He collected updates
from the manager of each project, organized them into a report, and sent them to local
officials, project managers, and other involved parties. He also helped to develop a
consolidated mailing list of about 1,800 names from the individual lists maintained by
each project manager. This consolidated mailing list allowed VDOT to ensure it com-
municated with citizens in a cohesive way.

According to the coordinator of GASP, its purpose was to provide information and share
data. The main priority was to ensure that study teams were aware of the corridors
that were being examined by other studies, so that they could be aware of possibilities
for cooperation. For example, two projects might be able to share right of way or over-
passes. Maps that showed all corridors being studied were developed, which allowed
the public to better understand all of the studies. VDOT and consultant staff indicated
that these updates were very helpful. Conflicts between the use of the I-66 corridor in
the Rail Alignment study and the I-66 MIS were identified, as were possible conflicts at
the I-66/Route 29 interchange. These updates continued until most of the studies were
completed. The GASP is currently inactive.

Coordination Was Essential Due to Unexpected Citizen Opposition to the
Manassas Rail Alignment Improvement Study. The Rail Alignment study in par-
ticular required effective coordination because of the unexpected amount of contro-
versy that it generated in the area. Although VDOT and VDRPT staff did not expect it
to be a controversial study, it generated a great deal of public outery.

The purpose of the study was to evaluate alternatives for resolving traffic congestion
that resulted from a curve in the existing railway within the City of Manassas. This
sharp curve forced trains to slow to 2 maximum speed of ten miles-per-hour through
the area. The situation was exacerbated by crew changes that the railway frequently
made in this area and increased traffic from the area’s booming industry. As a result,
the trains would block Route 28, Route 29, and Wellington Road, among others, for
extended periods of time. Traffic could be tied up for as long as 20 minutes while trains
passed, raising concerns that emergency vehicles could not cross the tracks if a train
were going through. VDOT and VDRPT reported numerous complaints from local citi-
zens, officials, and staff.

The study attempted to evaluate a broad range of possible alternatives. Particularly
controversial were those alternatives that would have relocated the existing railway
entirely. Such alternatives led many citizens to speculate that the true beneficiary of
the study would be Norfolk-Southern railroad, not citizens impacted by the traffic situ-
ations. VDOT and VDRPT officials agreed that a relocated railway would have ben-
efited Norfolk-Southern railroad and citizens; however, such a strategy was consid-
ered desirable by VDOT and VDRPT staff because they believed it could allow the
State to recover a greater share of the construction costs from Norfolk-Southern. In
addition, relocation of the railway could have possibly allowed the expansion of Vir-
ginia Railway Express service to Gainesville.

Replacing at-grade crossings with grade-separated ones would have addressed the traffic
problems; however, the federal government limits the percentage of construction costs
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that may be recovered from railroads for such work. Since a relocated railway would
bypass the troublesome curve in the City of Manassas, Norfolk-Southern would be able
to move its trains through the area more quickly, resulting in reduced operating costs.
Because of the savings it anticipated if such a strategy were followed, Norfolk-South-
ern had indicated its willingness to contribute a greater share of the construction costs.

As the study progressed throughout 1996, nearly every alternative examined by the
study was opposed by some part of the citizenry. State staff were met with hostility at
public information meetings, and groups disseminated newsletters and fliers in oppo-
sition to the study. Worsening this situation was the lack of a clear system for handling
public comments. For example, the study newsletters did not include a contact name or
telephone number. This omission was criticized by the District Public Affairs Manager
in an inter-office memorandum:

This will be my last comment on this subject and I am going to be
blunt. Making a conscious decision to not include a contact name
and phone number in a VDOT publication because you don’t want
any more phone calls is incredibly arrogant. I don’t care who said it’s
okay. We all work for a public agency and have a responsibility to be
accessible to citizens. :

The District Administrator said that events at a public information meeting that he
attended indicated to him that the handling of public input could have been improved.

At a crowded meeting, a citizen stood and asked for a phone number
and contact name in case he wanted more information after the meet-
ing. When the project manager and consultant did not respond, the
district administrator stood, introduced himself, and provided his tele-
phone number and contact information.

On September 20, 1996, the study was placed on hold because of this public opposition.
In order to resolve the situation, the Secretary of Transportation appointed a Policy
Advisory Committee (PAC) consisting of local legislators, supervisors, and mayors, among
others, to recommend a solution. It made the recommendation to the Secretary to
implement grade-separations at several intersections. Desiring to coordinate with other
work and avoid conflicts, the PAC recommended that the Route 29 railroad crossing be
addressed as part of the design project to improve the I-66/Route 29 interchange.

GASP Should Have Been Implemented Earlier. It is possible that proactive imple-
mentation of the GASP at an earlier point in time may have abated some of this oppo-
sition to the Rail Alignment study. Although the study teams had met in March of 1996
and informally shared information throughout the following year, VDOT did not for-
mally create the GASP until May of the following year. In the interim period, public
opposition to the Rail Alignment study had peaked, driven in part by the appearance of
a lack of coordination between studies.

The number of studies in the area created the appearance that coordination was lack-

ing. Citizens saw, for example, that the I-66 MIS was examining East-West improve-
ments to the I-66 corridor. At the same time, the Rail Alignment study was evaluating
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the feasibility of new railway alignments in the same area. The Western Transporta-
tion Corridor Study was examining North-South corridors that would have intersected
both the I-66 MIS and Rail Alignment study areas. In addition, upgrades were planned
for the Route 29/I-66 interchange, and HOV lanes were being constructed. Despite
their interdependence, each study had its own consultant, newsletter and public meet-
ings. This made it appear that VDOT was not coordinating these studies.

Citizens and officials also identified specific cases where coordination was not neces-
sarily apparent. For example, one of the alternatives brought forward by citizens in the
area and considered by the Rail Alignment study team would have relocated the rail-
way to utilize the existing right of way of the 1-66 corridor. The Rail Alignment Project
Manager indicated that this alternative was considered in an effort to be responsive to
citizen concerns and to consider all reasonable alternatives. The I-66 MIS study team,
however, was at the same time considering alternatives that would have utilized the
same corridor. Although this conflict was identified by the GASP coordination, this
coordination was not immediately apparent to the public.

Citizens also recognized conflict between the Rail Alignment study and the Western
Transportation Corridor Study. The Rail Alignment study initially considered two al-
ternatives that would have moved the Norfolk-Southern line to a point that would
have crossed the western edge of Lake Manassas. The area impacted by these two
alternates was also known as “Segment Four” of the Western Transportation Corridor
Study. The Rail Alignment study eliminated the alternatives from consideration in
response to concerns that such a route could potentially imperil the area’s drinking
water supply. When Segment Four was not also immediately removed from consider-
ation by the Western Transportation Corridor Study, it presented the appearance that
information was not being shared across projects, a point made by many citizens who
opposed the Rail Alignment Study and the Western Transportation Corridor Study. If
VDOT had implemented a formal model for coordination such as the GASP at an ear-
lier point in time, coordination efforts may have been more visible, mitigating some of
the concerns of the public.

GASP Lacked Authority to Ensure Cooperation. Although GASP provided a fo-
rum for sharing information about these related studies and projects, it lacked the
authority and means to ensure that action was taken. This was considered a limitation
by consultants, local officials, and project staff involved in this study.

One consultant said that to a great degree, the studies were coordi-
nated. However, they had difficulty getting information from one of
the other study teams. Even the VDOT project manager was having
trouble getting information from that study team. GASP lacked the
authority to take action to obtain the information it needed.

* %k

The Assistant District Engineer involved in the formation of the GASP
said that it was “very effective,” although its role was limited to that of
“a broker” to point out problems. It pointed out potential conflicts to
the project managers, but did not have a mechanism to ensure that
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they were resolved. He advocated a central coordinator who would be
responsible for making decisions about these conflicts to ensure that
action was taken.

Source: JLARC staff interviews with VDOT staff, local officials, and consultants, and file reviews.



Appendix D
Agency Response

As part of an extensive data validation process, State agencies involved in a
JLARC assessment effort are given the opportunity to comment on an exposure draft
of this report. Appropriate technical corrections resulting from the written comments
have been made in this version of the report. Page references in the agency response
relate to an earlier exposure draft and may not correspond to page numbers in this
version. This appendix contains the response from the Virginia Department of Trans-
portation.
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COMMONWEALTH of VIRGINIA

DEPARTMENT OF TRANSPORTATION
1401 EAST BROAD STREET
DAVID R. GEHR . RICHMOND, 23219
COMMISSIONER

October 8, 1998

Mr. Philip A. Leone, Director

Joint Legislative Audit and Review Committee
Suite 1100

General Assembly Building

Richmond, Virginia 23219

Dear Phil:

Thank you for the opportunity to review and comment on the exposure draft of the report
prepared in conjunction with House Joint Resolution (HJR) 263, Review of the Use of
Consultants by the Virginia Department of Transportation.  Allow me to first offer our
appreciation to you and your staff for a thorough and professional examination of a complex
subject. The report states that JLARC has determined that the Virginia Department of
Transportation 's (VDOT's) consultant services administration is based on good, sound business
practices and generallv:

» is administered consistently with applicable laws and procurement procedures;
e acquires services that are necessary and useful; and
e acquires services that are comparable in quality to those performed internally.

Furthermore. the report also notes that VDOT has recognized many of its past
weaknesses and is working aggressively to improve its performance.

Our actions demonstrate how seriously VDOT regards its role as manager ot the
Commonwealth’s transportation svstem and steward of public dollars. In addition to the
examples described in the report. | would like to point out several other initiatives that VDOT
has implemented or 1s developing:

e V'DOT initiated a Workload Planning System (WPS) in 1997 that identifies the total
workload and work performed by contractors. consultants, and our staft. As part of
this svstem. we will be able to determine the most appropriate mix of resources and
staffing levels. Instead of guessing or addressing personnel needs on a case-by-case
or tuncuion-byv-tunction basis. this svstem will permit the entire organtzation 10
recognize and determine the best mix utilizing quantitative and analytical data bases.

WE KEEP VIRGINIA MOVING
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e Effective July 1, 1998, VDOT redistributed our Maximum Employee Level (MEL) to

. align existing resources consistent with our strategic priorities. The primary emphasis
was on placing additional personnel in divisions and districts for delivery of the
expanded construction program. The WPS was used to identify the work locations
where the redistribution needed to occur.

e VDOT has initiated general and specific training programs on project management at
many levels. An agency-wide project management training program was created in
1997 to ensure our staff has appropriate skills and tools to develop and administer all
types of contracts. The VDOT Project Management Office (PMO) is evaluating
formal VDOT participation in the Project Management Professional (PMP)
certification program for selected individuals who in turn will serve as trainers for an
enhanced department-wide project management program.

e VDOT is implementing a Management Information System (MIS) 2000 Strategic
Plan, which targets essential systems for development in a systematic fashion. The
top priorities are systems for the Financial Management System (FMS) II, data
warehouse, construction management, maintenance management, and integrated
document management. These systems will provide for on-line, interactive and
timely information on all types of VDOT's business activities, particularly contracts,
for better management.

Finally, I cannot overemphasize the fact that VDOT has been operating in a remarkably
dynamic environment during the 1990s. Your own study acknowledges that VDOT has faced
significant challenges in managing our growing transportation program. Furthermore, VDOT
operations are profoundly influenced by federal mandates, which impose additional compliance
costs. For many projects and federal mandates, VDOT must secure professional expertise of a
specialized nature outside our core competencies. In other cases, VDOT secures consultant
services to supplement our own staff.

We have also encountered a chronic inability to recruit and retain experienced
professional staff due to compensation-related issues. VDOT is addressing this deficiency
through a request for approval of a pilot Competency Based System (CBS) for human resources
management. This system is designed to compensate employees for the skills they bring to their
jobs and provide incentives for career growth and development.

VDOT's ability to recruit and retain staff has also been hampered by competition from a
private sector that offers compensation opportunities that neither VDOT nor any other state
transportation agency can match. The influx of additional funding from federal sources through
the Transportation Equity Act for the 21* Century (TEA-21) and continued growth from State
sources for transportation has exacerbated the shortage of available skilled and professional
labor.
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These factors have made increased outsourcing the only alternative VDOT can use to
meet our responsibilities. It has been a longstanding practice for VDOT to use consultants
whenever transportation program funding increases, as it did after the 1986 Special Session of
the General Assembly, and as it will under TEA-21. With an annual construction program
exceeding $1 billion, VDOT has years of experience in administering complex and costly
contracts.

With respect to specific recommendations in the report, the attached is a
recommendation-by-recommendation response. We have previously provided your staff with
the technical corrections for consideration.

Thank you for the opportunity to respond to the report. If you have any questions
regarding our response, please call me.

Very truly yours,

ENaee

David R. Gehr
Commissioner

Attachment

cc: The Honorable Shirley J. Ybarra
Mr. P. R. Kolakowski
Mr. J. G. Browder, Jr.
Mr. C. D. Garver, Jr.
Mr. J. W. Atwell




ATTACHMENT
VDOT RESPONSE TO JLARC REVIEW OF CONSULTANT USE

Recommendation (1): The Virginia Department of Transportation should begin tracking
levels of consultant use department-wide on a consistent basis. In developing a tracking
process, the department should consider the most appropriate measures of consultant use for
each type of function outsourced. For design-related work, for example, the department might
consider the cost of projects as a workload measure.

Response to Recommendation (1): VDOT has already taken actions to monitor consultant use.
It has been a longstanding practice for VDOT to use consultants whenever transportation
program funding increases, as it did after the 1986 Special Session of the General Assembly, and
as it will under the Transportation Equity Act for the 21% Century (TEA-21). In accordance with
VDOT’s Strategic Plan, VDOT implemented an agency-wide Workload Planning System (WPS)
in 1997.

WPS will identify the total workload, work performed by contractors, consultants, and
our staff. We will be able to determine the most appropriate mix of resources and staffing levels.
This system will permit the entire organization to recognize and determine the best mix on
quantitative and analytical bases. The data will be updated annuaily and verified to identify total
workload as well as appropriate amounts of work to be outsourced. Additionally, the newly
implemented Financial Management System (FMS) II will provide more accurate and timely
information to our managers to evaluate consultant cost and use.

Recommendation (2): The Virginia Department of Transportation needs to review all the
consultant-related fields in its new financial management system to ensure that all the
information necessary for project managers and department management to adequately
monitor consultants are included, and make adjustments to the fields as necessary. Included
in this review should be consideration of whether the data entered for each field should be
required or optional.

Contract data from the Consultant Tracking Information System should be entered into the
new financial management system and the previous system discontinued. In addition, the
department should conduct periodic quality checks of the data in the new financial
management system to ensure the data are consistently and accurately recorded.

Response to Recommendation (2): VDOT has been aware of the deficiencies in the Consultant
Tracking Information System (CTIS). Since FMSII, which became operational on September 1,
1998, will collect consultant information, it would have been wasteful and redundant to devote
resources to refine a system that is near obsolescence. FMSII will provide VDOT managers with
the expanded capability to monitor consultant cost that will address the concerns raised in this
recommendation.



Recommendation (3): The Virginia Department of Transportation should conduct formal
analyses of its work to determine which activities are cost-effective to outsource. Staffing
decisions and requests should be based on these analyses, as well as the manpower
requirement necessary to retain adequate in-house expertise. The department should report to
the House Appropriations and Senate Finance Committees with its findings by September 1,
1999. In the future, a cost-effectiveness analysis should be completed before outsourcing any
additional work and should be performed periodically on currently outsourced projects.

Response to Recommendation (3): VDOT has conducted formal analyses regarding the
feasibility and cost-effectiveness of outsourcing or privatizing many activities. VDOT prepared a
report concerning outsourcing criteria and initiatives (including the Public-Private Transportation
Act of 1995) in May of 1996 in conjunction with implementation of our overall strategic
planning process. This report was distributed to many parties, including JLARC and the
Commonwealth Competition Council. In 1997, this report was updated and presented to the
House Appropriations and Senate Finance Committees pursuant to the requirements of the 1996
Appropriation Act, Item 502(b). VDOT will provide an update of its progress in these areas by
the date specified.

Recommendation (4): The Commonwealth Transportation Board and the Virginia
Department of Transportation should modify its procurement policies to eliminate the

Commonwealth Transportation Board responsibility for approval of consultant contracts over
$300,000.

Response to Recommendation (4):  VDOT will work with the Commonwealth Transportation
Board (CTB) to review the procedures for approval of consultant contracts to ensure that prompt
action occurs and delivery of projects or services is not unnecessarily delayed. This action
should resolve the concerns raised by the recommendation.

Recommendation (5): The Virginia Department of Transportation should clarify with staff
the importance of preparing work hour estimates in advance of receiving consultants' fee
proposals. Managers of the divisions' consultant services sections should periodically monitor
the negotiations for projects to ensure work hour estimates are being prepared appropriately.

Response to Recommendation (5):  VDOT agrees with this recommendation and will issue
instructions to reinforce standard operating procedures. This action should resolve the concerns
raised by the recommendation.

Recommendation (6): The Virginia Department of Transportation should ensure that all
divisions which procure consultant services develop standards for the length of time required
JSor different types of project activities. These standards should then be periodically reviewed
to ensure accuracy. Project managers should be provided with these standards and should use
them in negotiating work hours with consultants.

Response to Recommendation (6): VDOT agrees with this recommendation, and will issue
instructions to reinforce standard operating procedures. This action should resolve the concerns
raised by the recommendation.



Recommendation (7): The Virginia Department of Transportation should make it a priority
to institute contract negotiation training as soon as possible.

Response to Recommendation (7): VDOT agrees that contract negotiation should be a high
priority. To accomplish this goal, VDOT has initiated general and specific training programs on
project management at many levels. An agency-wide Project Management Training program
was created in 1997 to ensure our staff has appropriate skills and tools to develop and administer
all types of contracts. The VDOT Project Management Office (PMO) is evaluating formal
VDOT participation in the Project Management Professional (PMP) certification program for
selected individuals who in turn will serve as trainers.

Recommendation (8): The Virginia Department of Transportation should develop a formal
policy for the use of limited service contracts by its divisions. This policy should identify the
conditions under which use of a limited service contract is allowed. Further, a standard
mechanism for tracking individual projects assigned to a limited service contract should be
developed for use by all divisions.

Response to Recommendation (8): ' VDOT has formal guidelines to assist divisions in using
consultant contracts and updates them regularly to keep current with changing conditions. The
general guidelines for the use of limited service contracts were last updated in May of 1997,
when responsibility for oversight of the procurement of professional services was transferred to
the Administrative Services Division. VDOT will re-evaluate these guidelines in light of this
recommendation. Joint responsibility will be assigned to the Administrative Services Division
and the Consultant Coordination Committee to reevaluate the current policies. This review will
also ensure that each division and district maintains flexibility to accomplish their individual
workloads within any new guidelines established. Any changes identified will be communicated
to all districts and divisions for implementation. The information provided by the FMSII system
will assist in providing the tracking information referenced in this recommendation, thereby
resolving the concerns raised.

Recommendation (9): The Virginia Department of Transportation should discontinue
immediately the practice of issuing a notice to proceed on a project prior to having a signed
memorandum of agreement. Prohibition of this practice should be clearly stated in VDOT
policy.

Response to Recommendation (9): VDOT agrees with this recommendation and will
discontinue the practice. This action should resolve the concerns raised by the recommendation.



Recommendation (10): The Virginia Department of Transportation should ensure that staff
in all relevant divisions review vouchers for consuitant projects and complete consultant
evaluations on all projects every six months. If the department has insufficient staffing for
these oversight activities, it should submit an appropriate request for positions to the 1999
General Assembly.

Response to Recommendation (10): VDOT believes that it is taking appropriate action with
regard to this recommendation. In 1996, the Chief Engineer directed that a process be
developed to incorporate consultant performance into the consultant selection process. Since
then, performance evaluations on firms under contract have been collected by the Administrative
Services Division and entered into a database. Beginning September 1, 1998, these reports are
being considered part of the selection process. The importance of following this process has
been re-emphasized in a memorandum dated September 21, 1998, to. District and Division
Administrators. Specifically, everyone managing a consultant contract must complete and submit
six-month evaluations. In the annual updates to the WPS database, the appropriate staffing level
will be revised to ensure that an adequate number of positions are available to supervise these
oversight activities.

Recommendation (11): The Virginia Department of Transportation should implement its
plan to evaluate design comments identified through the Design Quality Index review, identify
causes of plan errors, and take appropriate corrective actions. Information from this review
should be used in further examining staffing concerns.

Response to Recommendation (11):  VDOT agrees with this recommendation. As part of our
Strategic Plan, VDOT identified Construction Program Delivery as one of its key Strategic
Outcome Areas. The Design Quality Index is one of the performance measures for Construction
Program Delivery. It was developed to measure seven design factors, including document
clarity, constructability, and subsurface conditions.

VDOT has collected almost a year's worth of data. The Chief Engineer and the
preliminary engineering divisions are reviewing this data and will use it to provide feedback to
consultants and employees. These actions should resolve the concerns raised by the
recommendation.



Recommendation (12): The Virginia Department of Transportation should report to the
House Appropriations and Senate Finance Committees prior to September 1, 1999, on the
impact of the recent staffing changes and progress of the competency based system, and
whether those changes adequately address its staffing and compensation problems.

Response to Recommendation (12): VDOT, the Department of Personnel and Training
(DPT), the Secretaries of Transportation and Administration, and the Governor recognize
that staffing and compensation concerns exist within VDOT. A number of actions inside and
outside VDOT recently occurred to resolve these concerns:

e the hiring freeze was lifted upon the passage of TEA-21 in May 1998,
permitting VDOT additional flexibility in managing its human resources;

o VDOT redistributed its MEL earlier this year to provide greater resources to
critical functions; and

e VDOT implemented the WPS System to determine the most appropriate mix
of resources and staffing levels.

To continue progress in resolving these concerns, VDOT plans to pursue approval
of the competency-based pilot system, reduce the vacancy levels within the agency, and
update WPS data annually. VDOT asks that the proposed reporting date be changed to
November 1, 1999. This change in dates will be consistent with the update cycle for WPS
and particularly the biennial budget process. This time change will permit adequate time
for adjustments to be included in the report to the committees.

Recommendation (13): The Virginia Department of Transportation should develop a
training plan and policies manual for staff consultant project managers to provide
detailed guidelines for project oversight.

Response to Recommendation (13): VDOT is updating the Guidelines for the
Procurement and Management of Professional Services manual originally issued in May
1997. The draft update includes flowcharts and explanations of the payment and evaluation
processes and the reporting and auditing procedures. When finalized, this manual will be
used for staff consultant project managers as well as all others within VDOT utilizing
professional services. For your information, each function within VDOT has unique
requirements that are incorporated into applicable division specific policy manuals.



Recommendation (14): The Virginia Department of Transportation should develop
Jormal models for coordinating potentially overlapping studies and projects. The models
should include standards to allow for coordination efforts to begin at the earliest possible
stage, allow for effective coordination of the public involvement process, and include a
mechanism to ensure that conflicts are addressed. These models should be incorporated
into the agency project management manual.

Response to Recommendation (14): VDOT recognizes the need for a formal model to
coordinate these activities. We intend to incorporate a systematic means of coordinating
related activities as part of the project management training curriculum. VDOT's Project
Management Office (PMO) has been created to provide project management support,
including training, to improve performance in this area. Models will be incorporated into
the Work Breakdown Structure (WBS), which will allow better project coordination when
institutionalized within VDOT. When fully implemented, this action should resolve the
concerns raised by the recommendation. In the interim, the Chief Engineer will re-
emphasize the need for greater coordination of studies and public invoivement processes.

Recommendation (15):  The Virginia of Transportation should develop and implement
a system or process to preserve and identify historical project information for use in
coordinating department projects and avoiding duplication of efforts.

Response to Recommendation (15): VDOT agrees with this recommendation. Our MIS
2000 Strategic Plan has identified the means whereby this information will be collected and
preserved for analysis. FMSII, along with the data warehouse and integrated document
management systems, will enable VDOT managers to access a set of historical data which
will serve as the basis for making more accurate and timely decisions.

In addition, the Project Management Office (PMO) initiatives referenced in our
response to Recommendation 14 will help improve information collection and
dissemination throughout VDOT and will make sure that this information is retained for
proper project cost, time, and resource utilization analyses. These actions should resolve
the concerns raised by the recommendation.

Recommendation (16): The Virginia Department of Transportation should develop a
mechanism to ensure consistency in division management practices regarding consultant
use. Among the options which VDOT may want to consider are an Assistant to the Chief
Engineer or a strengthened Consultant Coordinating Committee.

Response to Recommendation (16): VDOT believes that the revisions to agency
guidelines on management of professional services referenced in our response to
Recommendation 13 and the implementation of project management training referenced in
our response to Recommendation 14 will ensure that divisions consistently apply
appropriate practices in administering consultants. VDOT will continue to develop and
update appropriate guidelines for consultant use and will apply them through the Consultant
Coordinating Committee. These actions should resolve the concerns raised by the
recommendation.
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