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Summary

In 2009 the Legislature established a design-build pilot program for counties and cities interested in utilizing the design-build procurement process for a local transportation project. The three-year pilot program allows for up to nine local projects to be selected by a design-build selection council and incorporates educational components for both the local engineer that has a project selected for the design-build process and the design-build firms that are interested in bidding on the transportation project.  The remainder of this white paper is meant to provide additional clarity for the following topics:

· Understanding the fundamentals of the design-build procurement process

· Understanding the design-build process for local governments created by the Legislature

· Examining the role of the design-build selection committee
· Examining types of local projects that might be appropriate for design-build procurement
· Frequently asked questions regarding the design-build procurement process

Understanding the Fundamentals of the Design-Build Procurement Process
The design-build procurement process attempts to generate efficiencies when compared to the traditional design-bid-build procurement process by streamlining the organizational structure associated with the delivery of a transportation project.  Until 2009, counties and cities in Minnesota could only use the design-bid-build procurement process to deliver transportation projects on local roads.  While recognizing that different local projects often require slightly different organizational structures, Figure 1 visually displays the generic design-bid-build template employed by local road authorities statewide:









Figure 1
The design-bid-build procurement process will undoubtedly remain the dominant procurement method employed by county and city road authorities in Minnesota for the foreseeable future, but Chapter 36 of the 2009 MN Session Laws created a design-build pilot program for counties and cities that are interested in delivering a project using an alternative procurement method.  As previously mentioned, the design-build procurement process attempts to generate efficiencies through the use of a streamlined organizational structure (specific advantages and disadvantages to using the design-build process will be discussed in the following sections of this paper).   Again, while the exact structure for any particular transportation project may include some deviations from the status quo, Figure 2 visually displays the generic design-build template that will likely be employed by interested county and city road authorities: 


Figure 2

It is also worth noting that regardless of which of the above procurement practices is utilized, a winning bid can be selected using either low-bid or best-value criteria.  

Design-Bid-Build vs. Design-Build

Multiple federal and state studies have attempted to assess the advantages and disadvantages associated with the design-build procurement method.  The MN Department of Transportation (Mn/DOT) obviously believes in the value of design-build for select transportation projects; the department boasts a design-build office that has overseen the delivery of a list of design-build projects that cost hundreds of millions of dollars to deliver.  The aggregate dollar figure associated with Mn/DOT’s design-build projects suggests that the department has to date targeted large, complex projects as most appropriate for the use of the design-build procurement method.  Other states also utilize the design-build method with varying frequency to deliver transportation projects, and Figure 3 highlights some of the perceived advantages and disadvantages observed in a California legislative report about the design-bid-build and design-build procurement processes: 

Figure 3
Understanding the Design-Build Process for Local Governments Created by the Legislature

The design-build procurement process for local governments that was created by the MN Legislature in 2009 is very similar to the design-build process utilized by Mn/DOT.  As indicated in the previous section, Mn/DOT has been using the design-build process since 1996 after receiving authority through the passage of MN Statutes 161.3410-161.3428.  However, while a majority of the design-build pilot program for local governments mirrors the Mn/DOT process, there are notable deviations from the Mn/DOT statute that add additional procedural safeguards so as to ensure that engineers and contractors that are new to the design-build process are adequately educated in the complexities and unique challenges associated with this procurement process.  Figure 4 highlights some specific issues that the design-build process for local governments seeks to proactively address:


Figure 4
In order to incorporate the necessary procedural safeguards into the design-build pilot program for counties and cities, the process through which a potential design-build process must travel is quite complex.  While this complexity may serve as a deterrent for some counties and cities that are considering submitting an application for a local design-build project, the complex process ultimately ensures that a county or city will be fully aware of the potential benefits and costs associated with design-build procurement for their particular project before they undertake an application.  Therefore, it is quite likely that while cumbersome, the added procedural steps associated with the local design-build pilot program will result in a higher quality of proposed project applications than would otherwise be the case.  Figure 5 uses a flow chart to outline the design-build procurement process for counties and cities:














Figure 5
Examining the Role of the Design-Build Selection Council
The nine-member design-build selection council fulfills a unique and important role within the design-build pilot program for counties and cities.  Comprised of representatives from Mn/DOT, counties, cities, project designers and contractors, the selection council is charged with examining and evaluating project applications before selecting up to nine of the most appropriate projects as eligible to utilize the design-build procurement process.  Even more specifically, the selection council is charged with selecting, evaluating, and supporting county and municipal transportation projects on the state-aid system that are conducive to use of the design-build method of contracting and to report to the legislature (2009 MN Session Laws Chapter 36).  Figure 6 outlines the legislatively-defined role of the selection committee:

Figure 6
In many ways the role of the selection council remains vague, and this is was intentional so as to allow the council to set up the procedures and practices that it believed were most appropriate to ensure that the design-build pilot program selected an array of representative, quality projects that would be appropriate for the design-build procurement process.  Therefore, as the selection council further refines how it plans on soliciting, reviewing and selecting projects that are eligible to utilize the design-build procurement process, it would be well served to disseminate that information to county and city engineers throughout the state to ensure that high-quality project applications are received. 

Examining Types of Local Projects that Might be Most Appropriate for Design-Build Procurement

The selection council will ultimately have to make a determination as to what types of projects (if any) it wants to actively solicit, and the following types of projects were suggested by Mn/DOT, local engineers, contractors, or project designers during the creation of the design-build pilot program for local governments as projects that might experience benefits, if delivered under a design-build procurement process. 
· Small projects (less than $5 million in total cost)

· Box culvert replacements
· Mill and overlays
· Intersection upgrades (i.e. signals, paving, curb/gutter)

· Small bridge replacements (single span “puddle jumper” types)
· A packaged grouping of similar, small projects across multiple jurisdictions that could recognize economies of scale through one design-build contract instead of multiple design-bid-build contracts

· Emergency situations

*Note that the above list is only meant to serve as an idea-generator; as Minnesota’s transportation stakeholders begin considering utilizing design-build authority for specific projects within their jurisdiction, this list will be refined to better reflect the types of projects that actually generate interest.  PLEASE COMMUNICATE ANY IDEAS FOR APPROPRIATE DESIGN-BUILD PROJECTS TO Rick Kjonaas, design-build selection council chair (rick.kjonaas@state.mn.us; 651-366-3802).  

Frequently Asked Questions

*Note that this section will be developed after this paper is initially sent out to Minnesota’s transportation stakeholders and questions about design-build in general, or the transportation design-build pilot program for local governments specifically, are received by the design-build selection council.
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The Design -Build Procurement Process
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Comparison of Two Transportation Project Procurement Methods


Information drawn from: Hill, E. G. (2005). Design-Build: An Alternative Construction System. In California Legislative Analyst Report





Design-Bid-Build


Advantages


All firms are comfortable with the design-bid-build procurement process (results in good access for small firms)


Relative ease of assuring quality control through owner oversight


Competitive bidding often results in lowest cost





Disadvantages


Owner gets intimately involved in conflicts and disputes


Builder likely not involved in design process


Price not certain until construction bid is received





Design-Build


Advantages


Often results in faster project delivery


Firm involved in a collaborative design process to deliver the most appropriate project for the desired cost


Increased price certainty for owner





Disadvantages


More effort required by owner to oversee and ensure quality control


Project cost may increase to compensate for additional risk borne by design-build firm


Small contractors can be disadvantaged [unless a mechanism exists to accommodate this issue]

















The design-build pilot program seeks to address the following issues associated with the use of the design-build procurement process by counties and cities:





Systematically identifies county/city projects that are suitable for design-build 


The pilot creates a responsible, limited process that incorporates input from Mn/DOT, local government officials and engineers, design firms and general contractors


The pilot requires an annual report on the effectiveness of design-build for selected local transportation projects 


The pilot sunsets after a three-year period to allow for assessment and legislative discussion about what programmatic next steps (if any) are appropriate





Creates a mechanism to educate small firms with little or no design-build experience so that they are able to submit qualified bids on local design-build transportation projects


The pilot requires firms to attend an information session with Mn/DOT that will provide the department with an opportunity to discuss design-build issues of relevance and share departmental lessons learned


The pilot presents opportunities for local firms from various sectors of the transportation industry to get involved with the design-build process and expand their project portfolio 





Takes advantage of Mn/DOT’s knowledge and experience associated with using design-build


The pilot creates informational sessions for interested county/city engineers and firms so that Mn/DOT can share its knowledge and recommend strategies for smooth project implementation


The pilot attempts to create a process that is consistent with the Mn/DOT design-build process to the extent possible





Emphasizes that project oversight is an important aspect of the design-build process


The pilot requires a county/city engineer to attend an informational session with Mn/DOT during which the engineer will discuss the heightened need for oversight and collaboration during a design-build project


The pilot process creates a design-build process that requires the county/city engineer to frequently interact with the design-build firm to ensure that the project addresses performance and cost parameters





Allows the Legislature to evaluate the success of design-build for a range of county/city transportation projects after three years


The pilot encourages a range of transportation projects to be selected so as to determine the project types in which design-build could be an advantageous, long-term option at the local level


The pilot recognizes that a majority of local projects will never be suitable for design-build and instead attempts to create a mechanism for the unique county/city projects where design-build makes sense














Flow Chart of the Design-Build Pilot Program Process























Counties/Cities submit applications to selection council





Selection Council selects project(s) from the applications





County/City engineer overseeing selected project meets with Mn/DOT for info session





County/City now eligible to solicit project to prospective firms





County/City appoints individuals to a technical review committee





Technical review committee solicits a Request for Qualifications (RFQ)





Firms interested in bidding on project meet with Mn/DOT for info session





Firms that met with Mn/DOT now eligible to respond to technical committee’s RFQ





RFQ’s submitted





Technical review committee makes short list of most qualified firms





Technical review committee solicits a Request for Proposals (RPF) from short-listed firms





Technical review committee analyzes submissions from short-listed firms and selects winning bid





County/City and Mn/DOT review selection process for consistency and objectivity





Contract awarded to selected design-build firm





The Role of the Selection Council as Defined by the Legislature





Review applications for participation received by the Commissioner from counties �and cities





Select for participation in the pilot program a maximum of 9 projects on the �state-aid system, no more than six of which may be on the county state-aid highway �system, and no more than six of which may be on the municipal state-aid street system





Determine that the use of design-build in the selected projects would serve the �public interest, after considering, at a minimum:


The extent to which the municipality can adequately define the project �requirements in a proposed scope of the design and construction desired


The time constraints for delivery of the project


The capability of potential contractors with the design-build method of project �delivery


The suitability of the project for use of the design-build method of project �delivery with respect to time, schedule, costs, and quality factors


The capability of the municipality to manage the project, including the �employment of experienced personnel or outside consultants


The original character of the product or the services





Periodically review and evaluate the use of design-build in the selected projects; �and 





Assist the Commissioner in preparing a report to the legislature at the conclusion �of the pilot program.
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