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1) Give short answers to the following questions: (20)

a) What are the administrative costs of a project?

[bookmark: _GoBack]Administrative Costs are the daily running costs of an organization that are not directly related to a project. These are essential costs like communication, general services (water/gas/sewage).

b) Describe the inputs of resource planning.

The inputs for resource planning involve the following:
· Historical information. Proven information that can be interpreted and related to the project.
· Work Breakdown Structure. A primary input to resource planning as it allows the project to team identify the specific allocation of specific resources (materials/tools/personnel).
· Resource Pool Description. Listing and description of all resources available for the project.
· Organizational Policies. The project manager must operate within the company policies on the acquisition of resource and evaluate the acquisition processes respectively. This will ensure relevant and compatible documentation between the organization and its projects; uniformity and consistency.  
· Scope Statement. Key input to resource planning as it defines the project work. Guides the resource planning process.
· Activity Duration Estimation. By being able to accurately estimate task durations, the project team can better allocate resources to produce the ideal cost vs time cases. 
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c) Name the various resources of expert judgment.

Expert judgment can come from several sources. These may include the following:
· Trade and professional associations
· Industry groups
· Internal subject matter experts, such as resources from other departments
· External subject matter experts, such as consultants.

d) What are the inputs of cost estimating?

The inputs for cost estimation include the following:
· Using the Work Breakdown Structure. Considering the WBS contains all the work required for the project, it is vital to cost estimation. Cost estimation may be traced over the activity/task listings.  
· Relying on the resource requirements. Key input to cost estimating. All the resources required for the project must be anticipated and accounted for. 
· Calculating Resource rates. The costs of each resource must be known by the estimator. These costs may be further categorized by the following:
· Fixed costs. Remain constant throughout the project. These may include rental costs of equipment or external professionals.
· Variable costs. Depend on the conditions applied in the project.
· Direct costs. Attributed directly to the project work and cannot be shared among other projects.
· Indirect costs. Costs that can be shared across an organization’s projects. These include such things as access to training rooms, utilities for the performing organization, project management software licenses.
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e) Describe the inputs of the cost control process

The Project Manager may rely on several documents and processes to implement cost control. These may be as follows:
· Cost Baseline. The expected cost of a project. This will serve as the baseline for cost control; the objective being, at best, to keep below the expected cost. A critical point may be set once the Cost Baseline is set. Should the critical point be breached, emergency cost control procedures may take effect.
· Change Request. Analysis of the incurred costs of a change request. The effect may be positive in that it reduces the overall costs of the project or negative in that it increases the costs of the project.
· Performance Reports. These focus on the project’s cost performance. It may represented graphically in a versus graph – actual costs vs expected costs.
· Cost Management. Sets out how cost variances will be managed. 

2) Project costs can be broken down roughly into three area; (2)

a) Answer is ‘b’
b) Administrative costs, resource or project costs and human resource costs
c) Answer is ‘b’

3) What is ‘Learning Curve’? How does it affect the total cost of a project? (8)

The Learning Curve is one of the two types of parametric modelling for cost estimation. This model is based on the assumption that the workforce become more efficient as they complete more [of the same or similar] tasks. The more efficient the workforce becomes, the less time and resources they require to perform the [same or similar] tasks. The overall effect is 
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reduced costs and time per unit over a working period; in some cases, the overall effect are costs that are less than what was originally predicted (best case scenario). Below is an illustration [Fig.1] of the theory of the Learning Curve.

Fig. 1 (Illustrated by Clayton Leahy)
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eg. Learning Curve

Expected Costs	80	65	55	45	35	25	25	25	25	25	Actual Costs	100	80	60	50	40	30	23	23	23	23	
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