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


I. What are the administrative costs of a project? 

Administrative costs are the expenses incurred that are not directly related to the project. These expenses are related to the organization as a whole as opposed to the individual departments. They are normally necessary costs that are associated with the management, administrative, clerical, and general functions within an organization.  
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One of the most common examples of administrative expenses is the cost of utilities. Charges for heating, cooling, power, and water are all usually classified as administrative expenses. The costs for internet, landline and mobile telephone services are also included in these expenses. The cost of leasing or renting space for the operations of the organization is also another example of administrative expenses. This can include rental cost of a suite of offices in an office building, or the rental of manufacturing plant.  
Salaries of certain employees can also be included in the administrative expenses. The salaries of managers and general administrators, who are involved many different areas of the operations, can be included in administrative expenses. The directors’ remuneration and salaries of senior executives can also be included.  
The project manager is usually involved with estimating these overheads and once an accurate estimate is established then the project budget can be defined and submitted for approval. 


II. Describe the inputs of resource planning.  

Resources include the people, materials, technologies, money, etc., that are required to implement the strategies or processes. The costs of these resources are often depicted in the form of a budget

The Project Resource Management Plan helps identify all of the resources required to complete a project successfully. Using this Resource Plan, the project manager will be able to identify the quantity of labor, equipment and materials needed to deliver your project.
By creating a resource schedule, the planning of the consumption of each type of resource is established so that the complete the project achieved.
Resource Planning inputs (often formulated on a pre-determined template) will include the following;
· Historical information (this should be used if it’s available)
· Work breakdown structure (the WBS is the primary input to resource planning) 
· Resource pool description such as;
· Types of labor required for the project
· Roles and key responsibilities for each labor type
· Number of people required to fill each role
· Items of equipment to be used and their purposes
· Types and quantities of equipment needed
· Total amount of materials needed
· Organizational and procurement policies 
· The project Scope statement 
· Activity duration estimates 
· 
· 
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This Resource Plan will also help to:
· Plan the dates for using or consuming these resources
· Identify the amount of resource required per project activity
· Create a detailed resource utilization schedule


III. Name various resources of expert judgment.  

Expert Judgment is a used in almost all major processes from the Initiating stage until the closing of project/phase. In some of the processes it is the one and only technique mentioned. Experts are those individuals or group who possess specialized knowledge or training in particular area. In project management, experts are either part of the project (i.e. project manager), involved in the project processes (i.e. stakeholders) or external consultants. 
Expert judgment can come from several sources such as;

· Trade and professional associations. 
· Industry groups, such as Institutes and councils.
· Internal subject discipline experts, such as resources from another department. 
· External subject discipline experts, such as consultants and the like.
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Judgment provided by those people with expertise in appropriate project area is utilized at various stages of project phase in order to do effective project management. Their expertise is used to analyze historical information, define & ensure appropriate standards, get various suggestions/advice, evaluate different options, determine best suited options. 
The project manager and his team should be ready to establish and schedule the requirements for the project resources when they have access to information about inputs, supported with additional expert advice, to the resource planning. Soundness, purpose and experience will be applied in evaluating the available resources in relation to the project requirements after examining the project work and the resources obtainable.


IV. What are the inputs of cost estimating? 

The inputs of cost estimating count on several components from the Initiation and Planning process groups. Costs estimates are projections of the monetary resources that a project needs to meet its objectives and involves determining costs of needed resources and identify cost alternatives. Cost estimation is also a progressive or rolling wave process and the benefits include identifying the funding requirements and establishing a cost baseline, and clearly the project manager needs to know; 
· What the project involves
· What resources it requires
· How long

This cost input process encompasses some of the following (as illustrated in the input section of slide below);

Historical information (and policies from the performing organization). 

The Work Breakdown Structure (which is also an input into other planning processes) budgeting, and activity definition. 

The project resource requirements which identifies the availability of materials, the skills of the labor, and the task of equipment needed which must all be accounted for. 

Resource rates, (the cost of each resource) must be calculated or known by the estimator. The cost should be in some unit of time or measure—such as cost per hour, cost per metric ton, or cost per use. The duration of the activities to be undertaken should also be taken into consideration at this point.


The rates themselves, if not known, will have to be estimated and of course, skewed rates on the estimates will result in a skewed estimate for the project. 

There categories of these cost are; 

a) Fixed costs remain constant throughout the project (the cost of a consultant brought onto the project, the cost of a piece of rented equipment for the project etc.). 

b) Variable costs vary depending on the conditions applied in the project (number of meeting participants, supply and demand of materials, and so on). 

c) Direct costs are attributed directly to the project work and cannot be shared among projects (accommodation, long distance phone charges, airfares, and the like). 
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d) Indirect costs are representative of more than one project (access to a training room, utilities for the performing organization, project management software licenses, and so on).

Estimating the costs of the above forces the project manager to be realistic and helps him/her to stick to the budget when the project is under way.


V. Describe the inputs of the cost control process.                                                                               

These inputs are similar in content to cost estimating and include the following;

· Project Management Plan contains the cost performance baseline, which can be compared with actual results to determine if a change, corrective action or preventive action is necessary. This will also contains the cost management plan that describes how the project costs will be managed and controlled. 
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· Work breakdown structure identifies the deliverables of the project—it’s what the project is purchasing. 

· The risk management plan will provide data on the probability of the identified risks and their associated costs.  

· The project schedule is needed to define where the budget will be spent. The sequence of activities will allow the project manager to plan his finances with a degree of accuracy and balance his outgoings with the inflow requirements as the project progresses.
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· Project Funding Requirements these are derived from the cost baseline described above and need to reflect the cash-flow needs of the project including management reserves and contingencies. 

· Work Performance Information This includes information about project progress and also includes costs that have been authorized and incurred, and estimates for completing project work. 

· Organizational Process Assets These include existing formal and informal cost control-related policies, procedures and guidelines, cost control tools and the monitoring and reporting methods to be used. 

The process should also considerer Cost baseline, Cost estimates and Approved change requests. 


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)  

The learning curve theory states that  “when many items are produced repetitively, the unit cost of those items decreases in a regular pattern as more units are produced”  

By using parametric modelling, a mathematical model is developed that is based on known parameters to predict the cost of a project. The parameters in the model can vary based on the type of work being completed and a parameter can be cost per cubic meter, cost per unit, and so on. 



There are two types of parametric estimating and the Learning Curve is a simplistic but effective approach; the cost per unit decreases as more units the workers complete; this is because workers learn as they complete the required work. The more an individual completes an activity, the easier it is to complete. The estimate is considered parametric, as the formula is based on repetitive activities, such as welding, cable pulling, or other activities that are completed over and over within a project. As the experience increases the cost per unit decreases, since the time to complete the work is shortened. 
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The most effective way of describing the learning effect is to consider the assembly of self- assembly furniture in your own home! And we’ve all been there! 

Let’s assume that you decide to purchase three self- assembly chests of drawers for your home. The first chest of drawers will take considerable time to assemble since you are unfamiliar with the instructions, the components, how to assemble them and probably some of the tools needed. In addition, you may also lack confidence in your ability to produce an acceptable product that looks like the picture in the brochure. The second one, however, will take you less time, as you will be more familiar with the instructions, the components, and the assembly procedures. You will also start to become more confident of your ability to assemble this product. The third one will take even less time, as you will have learned from your earlier mistakes and determined more efficient assembly procedures. That is the learning effect.
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While the learning curve can be applied to many sectors, its impact is most prominent in certain sectors which have repetitive, complex operations where the pace of work is principally determined by people, not machines. If the pace of work is determined by machines, the learning effect will not be observed since (at present!) people learn, not machines. 

Examples of sectors where the learning effect is pronounced include; 

• aerospace; 
• electronics; 
• shipbuilding; 
• construction; 
• defense. 
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