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1. Give short answers for the following questions: (20)

I. What are the administrative costs of a project?
The administrative costs of a project are the daily costs that keep the organisation running, but are not directly linked to the project itself. Examples of administrative costs are: office equipment, heating & lighting, local phone charges & support personnel.

II. Describe the inputs of resource planning.
The inputs of resource planning are mainly:
· Scope statement; this statement defines the required project work & will therefore help identifying the required resources to complete the project
· Work Breakdown Structure (WBS); the WBS breaks down the components of the project & will assist in identifying the components requiring specific people, equipment & materials
· Activity duration estimates; these estimates will give the input to decide on assigning more efforts to reduce the duration of tasks where possible
· Historical information; in case similar projects have been completed before, the historical information will indicate what resources were required for those projects
· Organisational policies; i.e. the existing internal policies on staff acquisition, procurement concerning equipment, etc.
· Resource pool description; i.e. the identification of available resources (people, material, equipment) for the project

III. Name various resources of expert judgment.
Expert judgment for the project can come from numerous sources: trade & professional associations, industry groups, internal subject matter experts (from other departments), external subject matter experts (e.g. consultants).
In order to be able to provide expert judgment, the person or group should have the adequate experience/expertise related to the project.

IV. What are the inputs of cost estimating?
The inputs of cost estimating are primarily:
· The Work Breakdown Structure (WBS) & its identification of components requiring specific people, equipment & materials
· Resource requirements & the account for needed materials, skills of labour & functioning of equipment
· Resource rates, in units of time or measure, such as cost per hour, cost per metric ton, cost per use
Throughout the project, different costs are to be taken into account: fixed & variable costs, direct & indirect costs.

V. Describe the inputs of the cost control process.
The inputs of the cost control process are mainly:
· The cost baseline, i.e. the expected budget that will be spent throughout the project
· Change requests & the analysis of costs impact due to changes to the project scope
· Performance reports & their project cost performance, planned performance versus actual performance and project scope
· Cost management plan & the way how cost variances will be managed


2. Project costs can be broken down roughly into three areas; (2)
b) Administrative costs, resource or project costs and human resource costs


3. What is ‘learning curve’? And how does it affect the total cost of a project? (8)
Learning curve is a type of parametric estimating, a specific approach for estimating costs. According to the PMBOK guide[footnoteRef:1] it is a tool/technique for estimating activity durations. [1:  Project Management Institute, A Guide to the Project Management Body of Knowledge (PMBOK Guide, fifth edition), 2013, p.143.] 

Particularly in projects that involve highly repeatable tasks, the concept of a learning curve is that it will take less time to perform a specific task as more iterations are performed. The reason for this is that workers learn as they complete the required work and the more a worker completes a certain activity, the easier it will be to complete. As an example, designing a web page could take 120 minutes the first time, while - with each repetition - it will take less time to design similar pages[footnoteRef:2]. [2:  Parviz F. Rad, Project Estimating and Cost Management. Management Concepts, Vienna, Virginia, 2002, pp79-80.] 

As the experience increases, the cost per unit decreases. The learning curve will indicate the rate of productivity improvement per operation.
[bookmark: _GoBack]Especially for lengthy projects that include highly repetitive tasks, the effect of the learning curve on project cost should be taken into account.
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