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Estimating Process: Step 3 
Pre-Estimate Planning 

• 1.Project initiation 

• 2. Scope definition 

• Due to expediency and pressures to finish 
estimates, some estimators over-look, the 
estimating process-Pre-estimate planning.  

Pre estimate planning: 

• reduces the total effort to develop the 
estimate,  

• provides associated information to other 
project participants, and CE - L3 3 



• minimize rework for the project team, not just 
the estimator.  

 

Planning can mean : 
– determining resource needs,  

– analyzing cost-time trade-offs, or assessing 
approaches,  

– structures,  

– processes and  

– formats.  
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• There are numerous dimensions which need 
to be explored and each step will be discussed 
in detail:  

• 1. Estimate purpose  

• 2. Estimate type  

• 3. Estimate accuracy  

• 4. Estimate end users   
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• 5. Estimate format and forms  

• 6. Estimate contributors  

• 7. Estimate timing and review  

• 8. Estimate preparation costs  

• 9. Estimate units of measure  
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Estimate Purpose  
• Planning the estimate‘s purpose means 

determining how the estimate will get used. 
Will the estimate be used:  

• 1) for an appropriation (Cheating),  

• 2) to figure a life cycle cost including 
operations and maintenance,  

• 3) for competitive bidding,  

• 4) to verify the validity of a contractor's bid,  

• 5) or used for some other purpose?  
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• The estimate purpose is the main driver of: 

• the amount of time,  

• money, and  

• resources that will be required for estimate 
preparation. 

• It is also the main determinant of estimate 
input requirements.  

CE - L3 8 



Estimate Type  

• The estimate type is the classification that is 
used to describe one of the several estimate 
functions 
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Estimate accuracy 

• The required estimate accuracy is one of the 
main criteria which needs to be established at 
this stage 

• The required accuracy is directly related to: 
– the availability of information/scope,  

– time,  

– available resources (people, equipment, money), 
and  

– estimating methodology or algorithm. 
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End Users  

• The estimator must also know in advance for 
what purpose the end users of the final 
estimate will use it. 

• This information allows the estimator to 
determine which estimate summary reports 
and backup information will be required. 
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• By determining this information, the estimator 
can cross check against Step 2’s scope definition 
criteria to validate the degree of accuracy, type of 
estimate required, estimate algorithm to use, 
amount of time to be expended, and the number 
& type of resources that are required to produce 
the estimate. 

• Also, the estimator may be able to make 
arrangements to meet special needs.  
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Estimate Format and Forms  

• The estimate format 

•  is the plan for organizing information in the 
estimate.  

• Estimate Detail Forms.  

• Detail forms contain the deepest level of 
scope item descriptions and associated direct 
costs. 
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• Some common questions that are asked to define the 
estimate format are:  
– What forms should be used for recording details, 

summaries, etc.? 
–  What are all the elements that go on the cover sheet?  
– What summary information is required and how should it 

be presented?  
– Are specific estimate breakdowns, sorts, and summaries 

needed (phases, systems, responsibilities)?  
– If you are a contractor, does the owner have any specific 

sorting or reporting requirements?  
– How will management want to see information to analyze 

the accuracy of estimate?  
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– What WBS naturally falls from the scope content and 
format requirements? 

–  What categorical breakdowns should be used (CSI, 
ICB)?  

– How should the code of accounts be structured? 
–  What are the needs of engineers, contractors, 

construction managers and site supervisors with 
regard to estimate analysis and reporting?  

– How will the contract strategy affect the format of 
estimate?  

– How will productivity be estimated and tracked? 
–  Will it require a special breakdown of the estimate?  
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– Are there requirements for project cost trending, end 
of job cost feedback, or project scheduling that need 
to be considered before beginning the estimating 
process?  

– What backup/tables/explanations should be 
incorporated?  

– Do the estimate format requirements demand a 
computerized estimating system?  

– What are the company’s standards with respect to: 
• a) code of accounts,  
• b) direct costs, and  
• c) indirect and other costs 
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Estimate Detail Forms 

• Prior to the development of the estimate 
detail items (Step 4), the estimator must 
possess all documentation that defines the 
scope of the project.  

• Written design basis and scope statements, 
drawings and sketches of any type, quotes and 
purchase orders, specifications, etc. are used 
to formulate the estimate details.  
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Estimate Summary Sheet 

• The estimate summary sheet generally 
itemizes  

• 1) the subtotal of each direct cost category (as 
determined in “sort/select/ summary” 
planning and  

• 2) the subtotal of each indirect cost category. 
The calculation of these indirect costs on the 
summary sheet are covered in Step 7. See the 
example estimate summary form in Figure 10.  

CE - L3 19 



CE - L3 20 



Estimate Contributors  
• Depending on the situation, the estimator may 

require additional technical assistance from other 
contributors.  

• Work peers and supervisors are certainly potential 
“internal” contributors. 

• Equipment and material suppliers, consultants, 
professional colleagues and association contacts, 
contractors, competitors, municipalities and 
agencies are potential “outside” contributors to the 
estimate .  
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Estimate Timing and Review  

• Estimate timing involves finding out when the 
estimate is due. The ability to make the 
deadline is dependent on the amount of 
estimating to be done (scope detail), the 
number of estimating resources available, and 
the estimate review cycle.  
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• Consider the following checklist of questions 
to plan the estimate’s timing and review:  

– What is the due date of the estimate?  

– Who has estimate review responsibility? 

–  Who has estimate signature authority?  

– Is the reviewer sequence important?  

– Are there reviewers from outside the estimator’s 
company that must review/ sign (client, supplier, 
contractar, subcontratar)?  
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• Will any of these people be unavailable for 
participation in the review process  

• at the time the estimate is scheduled to be 
issued for review?  

• Are there special summaries which the 
reviewers will require to best assess the 
estimate?  
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Estimate Preparation Costs  

• Prior to starting work on a large estimate, 
many owners request an “estimate of the 
estimate”-that is, an estimate of the cost 
required to prepare the estimate .  
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Estimate Units of Measure  

• As international competition grows and 
international standards like IS0 9000 are being 
stressed, estimators need to consider money 
denominations, English/ metric conversions, 
and even foreign language translations.  
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D. Quantity Take-Offs and Item 
Descriptions: Step 4   

• With planning and formatting complete, the 
estimating process now accelerates with 
accompanying support backup.  

• The quantity take-offs (QTOs) start on 
estimate detail sheets.  

• Regardless of the type of estimate (feasibility, 
detailed, etc.), estimate items must be listed.  
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• Estimate request forms, written design basis, 
drawing sketches, specifications, contracts, 
purchase orders, and bids are some of the 
source documents used for developing 
detailed estimate scope items.  
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• The description may be the most significant 
factor affecting pricing variability on any 
estimate item (other than contingency 
unknowns).  

• This is so because the quality of the estimate 
item description is highly variable from 
estimator to estimator.  
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• A complete description includes:  
• a quantity and applicable measurement unit; 
• a physical description of the item in as much 

detail to meet the adequate estimate item 
definition, 

• the “includes-excludes” clauses which clarify the 
scope boundaries qualifications or assumptions 
which further define the scope boundaries, and  

• the basis for any adjustments that were made; 
and sources of estimating data. 
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E. Data Sources and Costing 

Obtaining Data from Data Sources  

• Data sources come in many forms and are 
similar to the physical states of matter-solid, 
gel, liquid, and gas.  

• The “hard” numbers are purchase orders 
(POs), quotes, and the like; 
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• “gel” numbers come from cost histories or 
commercially available data sources; 

• “watery” numbers come from old estimates in 
the estimating files or from a team’s best 
assessment of the estimated value; and 

• a “gaseous” number that, in effect, is a guess.  
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• Costing  

• To compute an estimate for an item, you need 
to know the scope from Steps 2 through 4 and 
have a source of cost data.  

• Once found, the cost data and the scope are 
combined to establish the cost for each 
estimate item-both direct and indirect costs.  

• This process is called costing. The estimated 
amounts are entered on the estimating detail 
form.  
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F. Direct Cost Totals  

• The subtotaling of direct costs takes place 
here in Step 6 using the extension method or 
direct dollar entry method.  

• The subtotaling of indirect is done on the 
summary sheet in Step 7, below.  

• Now add the subtotals of all direct cost 
categories (or whatever category of 
organization you’ve chosen) and transfer the 
subtotals of each group to the summary 
sheet.  
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G. Summary and Cover Sheets 

• Estimate Summary Sheet  

• The purpose of the summary sheet is to state 
the total estimated cost for the project by 
providing a format for recapping all the 
project’s direct costs and a checklist for 
itemizing, costing, and recapping the indirect 
costs.  

• Regardless of the type of estimate that is 
being prepared, management generally will 
expect to see a summary sheet.  
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Estimate Cover Sheet  

 

• The estimate cover sheet is the first sheet that 
anyone sees so it should have the following 
basic information:  

• Name of project and location  

• Name initials of estimator, checker, requester 
Estimate number  
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• Date of preparation /revision and revision 
number 

• Any security information clearly marked (such 
as “Confidential”)  

• Type of estimate (order of magnitude, 
appropriation, bid check, etc.) 
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• Brief design basis  

• Sources of labor, project management, and 
engineering  

• Assumed method of contracting  

• Estimated total cost and range of accuracy 

• Schedule-related items that affect cost (assumed 
duration, assumed appropriation date)  

• Name of the software and version number used 
to prepare the estimate, if applicable  
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• Other broad assumptions or qualifications 
that affect the estimated total cost  

• Comments on items of special interest to 
current end user and potential future users  

• Indices that were used in the estimate (may 
be of value if used in the future to prepare 
other estimates  
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• Any items which the estimator finds as 
optional/discretionary with associated cost 
values for each  

• Signature lines including name and date 
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H. Documentation and Checking 

• Checking involves: 

• Verifying that calculations (extensions and 
addition) are valid   

• Using Step 4’s “acid test for an adequate 
description and cost”  
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• Revalidating estimating data sources where 
time, risk avoidance, or judgment so indicates.  

• Don’t assume that an estimate is necessarily 
correct just because it’s computer generated. 
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• Verification that category ratios (as a 
percentage of direct cost), labor-to material 
ratios, and other factors used by the company 
to verify the estimate are logical. 

• Take advantage of company historical records 
and the experience of management, the 
estimating supervisor, and the checker.  
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• Conducting peer reviews by company or other 
professional colleagues to bring fresh 
perspectives to the estimating/project team.  

• Get the field involved with the estimate 
preparation or review, if possible. They have 
to live with it. 

 

CE - L3 44 



I. Management Review 

• There’s an old estimating saying:  

• “There’s no such thing as a good estimate-if 
the job under-runs, then it was either well 
designed or the team did a great job.  

• If the job over-runs, it was due to a bad 
estimate!”  
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•  Whether you agree with this philosophy or 
not, management plays a big part since  

1) they are usually responsible for oversight of 
estimate preparation and  

2) they typically have the insight and experience 
to know “what could go wrong.” 
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J. Estimate Issue and Filing 

• Since estimates contain an extensive amount 
of project-related information, they are 
working documents to the project team on 
active projects.  

• Due to their historical value, they need a 
degree of protection.  

• In either case, they require a dependable, 
systematic method for storage, reference, and 
control. 
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K. Cost Feedback Continual 
Improvement 

• The estimating process is not done until: 

• 1) a final project close-out report is prepared,  

• 2) all actual costs from the cost reporting 
system have been turned over, and 
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•  3) the historical data has been processed into 
a cost data collection system.  

• This is extremely important so that the 
accuracy of the estimating data, estimator 
performance, and project histories may be 
developed. 
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SUMIMARY: ESTIMATING TIPS  

• The following statements are repeated from the 
chapter for emphasis and others added for 
additional information.  

• The estimator is to assume a role beyond that of 
the conventional  “dollars- and-cents number” by 
examining the entire project’s infrastructure and 
the basic organization requirements of the 
estimate.  

• Ask questions to clarify end users’ needs, design 
basis, scope, and format- and assume nothing. 
There are 11 Steps to the Estimating Process.  
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• Plan, PLAN, PLAN!  

• As speech writers need to know their audience, and as 
advertisers need to know their target market, so too, 
the estimators need to know their end users.  

• The description could be the most significant factor 
affecting cost variability on any estimate item.  

• An “includes-excludes” scope specificatioddescription 
is a very powerful tool that reduces confusion and 
misunderstandings and enhances communication and 
documentation.   
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• Document everything: assumptions, 
references, sources, dimensions, capacities, 
boundary conditions (includes/excludes). 
Don’t assume that an estimate is necessarily 
correct just because it’s computer generated. 
Always leave an audit trail.  

 

CE - L3 52 



•  Prepare your cover sheets with the current 
project and end users in mind 

• The only thing that’s constant is change. The 
only way to manage it, is to document it 

• Get construction involved with the estimate 
preparation or review, if possible.  

• Estimates serve many functions, one of which 
is to determine the cost of the scope of work 
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