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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.

For high grades use examples and illustrations where appropriate. 
	1.    i) The administrative costs of a project are the Day-to-day costs that keep the   organization running, but are not directly related to the project. These include support personnel, local phone charges, office equipment, heating and lighting, leases etc.

          ii) The process of examining the project work and determining what   equipment, resources, and people are needed to complete the project is called Resource Planning. This also includes the identifying of the expected quantity of the required resources in order that the predicted cost might be calculated. The following are some inputs to resource planning:

· Resource pool description: The Available resources for the project need to be identified by the project manager and these  include people, materials and equipment. This may vary as the project passes through progressive elaboration. For example, in the early phases of a marketing campaign, the pool may include designers, computer professionals but later on as the project to completion, the resource pool may be limited to only those people who have worked on the project in the early phases.

· Historical information: This needs to  be used if it is available, as it is proven information rather than speculation. 

· Work breakdown structure:This  is a deliverables-orientated breakdown of the components of the project.
It is the primary input to resource planning. It helps the project manager and the project team in identifying the components requiring specific equipment, people and materials
· Scope statement: This defines the project work. It serves as a key input to resource planning. As a key to input planning it is meant to guide the resource planning process by identifying why the project was undertaken and what work is required to complete the project; thus, the required work can help identify the required resources to complete the project.

· Organizational policies: This need to be considered in addition to any procurement policies to ascertain, lease or rent equipment must be evaluated. All these need to be in line with the organizational policies.

· Activity duration estimates: This need to be ascertained so that the project team and the project manager might consider the costs and benefits of assigning more effort to reduce tasks’ duration where feasible. The time management processes should be able to readily provide the activity duration estimates.

iii). Expert Judgment is recommended as one among the best tools and techniques in the project management processes. the experts can either  be stakeholders or customers  and their opinions are considered to be crucial. The  various resources of expert judgment are listed as follows:

· Industry groups

· Trade and professional associations

· Internal subject matter experts, such as resources from other departments

· External subject matter experts, such as consultants.

iv). Cost estimating relies on several project components from the Initiation and Planning process groups. Different events can cause the cost for any activity to go up or down and require the cost estimates for the project to change. This process also relies on historical information and policies from the performing organization. The inputs of cost estimating are as follows:

Work Breakdown Structure

This is an input to five major planning processes: resource plans, cost estimating, risk management planning, cost budgeting, and activity definition.

Resource Requirements

The project will require some resources—the availability of materials, the skills of the labour, or the function of equipment must all be accounted for.

Calculating Resource Rates
The cost of each resource must be known by the estimator. The cost needs to  be in some unit of

time or measure—e.g cost per hour, cost per metric ton, or cost per use. There’s need to nave an estimate of the rates if the rates of the resources are not known. 

There are four categories of cost:

a)Fixed costs remain constant throughout the project e.g. cost of consultant. 

b) Variable costs vary depending on the conditions applied in the project 

c) Direct costs are attributed directly to the project work and cannot be shared among projects

e.g airfares.

d) Indirect costs are representative of more than one project e.g.  project management software license, 

v). The project manager must rely on several documents and processes to implement cost control. The inputs of the cost control process are as follows:

· Cost baseline: This is the expected cost that the project will incur. It is a time-phased budget which depicts the amount that will be spent throughout the project and is a tool used to measure project performance.

· Cost management plan:  This should identify the acceptable variances for cost performance. It predicts how cost variances will be managed.

· Change requests: this involves managing change requests and implementing approved changes. An analysis of the associated costs incurred to complete the proposed. For example a change request may reduce the project cost such as removing a portion of the project deliverable.
· Performance reports.  This focus on project cost performance, planned performance versus actual performance and project scope. The reports may vary according to stakeholder needs.

· Cost management: Directs how cost variances will be managed.
2. Project costs can be broken down roughly into three areas: (a)
a) Administrative costs, labour costs and equipment costs 

b) Administrative costs, resource or project costs and human resource costs 

c) Human resource costs, labour costs and material costs. 

3.  Management, Interested stakeholders and customers are normally interested in what the project will cost to complete. There are Several approaches for estimating cost. One of them is known as a learning curve. A  learning curve  displays the relationship between the total direct labor per unit and the cumulative quantity of a product or service produced . It is a graphical representation of repetitive tasks that, when done on a continuous basis, result in a reduction in activity duration, resources and costs. This is because workers learn as they complete the required work. As the experience increases, the cost per unit decreases, since the time needed to complete the work is shortened. This includes repetitive activities, such as painting hotel rooms etc. 
Below is an example of the learning curve.
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The learning curve slopes downward which shows declining cost per unit of output as cumulative output increases over time and the firm learns from its work experience. This could be as a result of  either the increase in efficiency of resources or with saving in resources such as labour and raw materials.
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