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  ASSESMENT 06 

  1.   Give short answers for the following questions:   
  
        I.   What are the administrative costs of a project?  
   
         ANSWER ; Day-to-day  costs  that  keep  the  organization  running,  but  are  not  directly  related  to  the  project,  are called  administrative  costs.  These  include  local  phone  charges,  support  personnel,  office  equipment, leases, heating and lighting, etc.
                             The  project  manager  will  want  to  share  some  general thoughts  about project  costs  with  the  selection committee  and  identify  the  major  expenses  of the  project.  The project  budget  will  be  further defined once adequate estimating can be completed, at which time the final project budget can be submitted for approval.
                             The activities involved in the Project Cost Management knowledge area establish estimates for costs and resources  of  the  project.  They  also  monitor  those  costs  to  ensure  that  the  project  stays  within  the approved budget. These processes may require the involvement of more than one person, depending on the complexity of the project. For example, the finance  officer may not have expertise in the Resource Planning area, in which case a staff member with the skills to complete the Resource Planning process will be brought in by the project manager.
          


       II.  Describe the inputs of resource planning. 
            
           ANSWER ; The process of examining the project work and determining what equipment, resources, and people are needed  to  complete  the  project  is  called  Resource  Planning.  It  also  includes  identifying  the  expected quantity of the required resources in order that the predicted cost might be calculated. These are some familiar inputs to resource planning:
                           
                  “  Historical information “ :Historical information should be used if it  is available, as it is proven information  rather  than  speculation.  For  example,  if  similar  projects  have  been  completed, historical information will indicate what resources were required for those projects.
                   “  Work   breakdown   structure: “ The   WBS is  a  deliverables - orientated   breakdown   of   the components of the project. It assists the project manager and the project team in identifying the components requiring specific people, equipment and materials. The WBS is the primary input to resource planning.
                    “  Resource  pool  description: “ Available  resources  for  the  project  should  be  identified  by  the project   manager.   These   include   people,   materials   and   equipment.   The   identified   pool   of resources  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, copywriters, printing operatives and photographers. As the project moves through its phases to completion,  the  resource  pool  may  be  limited  to  only  those  people  who  have  worked  on  the project in the early phases. 
                    “  Organizational  policies: “  You  must  consider  the  performing  organization’s  policies  on  staff acquisition. Additionally, any procurement policies to ascertain, lease or rent equipment must be evaluated.  Before  planning  the  resources,  the  project  manager  should  be  aware  of  these requirements — time invested in identifying resources may be lost if the process conflicts with the organizational policies.
                    “  Scope statement: “ The scope statement defines the project work. It serves as a key input to resource   planning.   The   scope   statement   should   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. 
                   “  Activity  duration  estimates: “  The  duration  of  the  activities  should  be  ascertained  in  order 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.   Name various resources of expert judgment.  

          ANSWER ; The project manager and project team should be ready to identify and plan the  project resource needs when they have access to the information about inputs to resource planning. The project manager and project team will apply reason, logic, and experience in evaluating the available resources in relation to the project requirements after examining the project work and the available resources
                               A person or group might offer expert judgment on the project resource needs. To evaluate and analyze the resources that the project needs, the person or group offering the expert judgment should have the necessary experience, training or expertise. Expert judgment  can come from several sources:

                   -    Trade and professional associations
                   -    Industry groups
                   -    Internal subject matter experts, such as resources from other departments
                   -    External subject matter experts, such as consultants.


         IV.    What are the inputs of cost estimating? 

           ANSWER ; Cost  estimating  relies  on  several  project  components  from the  Initiation  and  Planning process groups. This process also relies on historical information and policies from the performing organization.

               “  Using the Work Breakdown Structure “ 
                  Of course, the WBS is included—it is an input to five major planning processes: cost estimating, resource plans, risk management planning, cost budgeting, and activity definition.
              
              “   Relying on the Resource Requirements “
                  The  only  output  of  resource  planning  serves  as a  key  input to  cost  estimating.  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 should be in some unit of time  or  measure—such  as  cost  per  hour,  cost  per  metric  ton,  or  cost  per  use.  The  rates themselves may also have to be estimated if the rates of the resources are not known. Of course, skewed  rates  on  the  estimates  will  result  in  a  skewed  estimate  for  the  project.  There  are  four categories of cost: 

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

          V.  Describe the inputs of the cost control process.   

            ANSWER ;  The project manager must rely on several documents and processes to implement cost control. These are as follows:

             “  Cost  baseline “ is  the  expected  cost  that  the  project  will  incur.  This  is  a  time-phased  budget  which  reflects  the  amount  that  will  be  spent  throughout  the  project.  Remember  that  the  cost  baseline is a tool used to measure project performance.
             
            “  Change  requests:”   An  analysis  of  the  associated  costs  incurred  to  complete  the  proposed change is required when changes to the project scope are requested, in some instances; a change request may reduce the project cost such as removing a portion of the project deliverable.

            “ Performance reports focus”  on project cost performance, planned performance versus actual performance and project scope. The reports may vary according to stakeholder needs.

        2.   Project costs can be broken down roughly into three areas; 

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

        3.   What is ‘learning curve’? And how does it affect the total cost of a project?    

              ANSWER ; This is a simple approach; the cost per unit decreases as the workers complete more units;  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 painting hotel rooms, wiring telephone jacks, or other activities that are completed repetitively within a project. As the experience increases, the cost per unit decreases, since the time needed to complete the work is shortened. 
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