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EASY REFERENCE TO PROJECT MANAGEMENT COST EQUATIONS

The Project’s Budget:

PV:  Planned Value (Previously Called BCWS:  Budgeted Cost of Work Scheduled)

The planned value is the project budget that is part portion of the approved cost estimate that is planned to be spent on the activity during a given period.

The Project’s Actual Cost:

AC:  Actual Cost (Previously Called ACWP:  Actual Cost of Work Performed)

The actual cost that is the total of direct and indirect costs incurred in accomplishing work on the activity during the given period.

The Project’s Earned Value:

EV:  Earned Value (Previously and Interchangeably Called BCWP:  Budgeted Cost of Work Performed)


EV is the method for measuring project performance.  

· It compares the amount of work planned with what was actually accomplished to determine if cost and schedule performance is as planned.  

· The earned value, previously and interchangeably called the Budgeted Cost of Work Performed (BCWP), is a percentage of the total budget equal to the work actually performed.

Cost Variance:

CV:  Cost Variance


CV is any difference from the estimated cost of an activity and the actual cost of that activity.  

In earned value analysis, CV = EV – AC

Schedule Variance:

SV:
Schedule Variance

SV is any difference from the between the scheduled completion of an activity and the actual completion of that activity.  

In earned value analysis, SV = EV - PV

Cost Performance Index:

CPI:
Cost Performance Index


CPI is the ratio of budget cost to actual costs.


In earned value analysis, CPI = (EV/AC)

Cumulative CPI = (sum of all individual EV budgets / sum of all individual ACs)

Schedule Performance Index:

SPI:  Schedule Performance Index


The SPI is used in some application areas to forecast the project completion date.


SPI = (EV/PV)

(Source for above equations:  PMBOK(, Section 10.3.2.4, Published by the Project Management Institute (PMI), 2000 edition)

Valuable Hints NOT Written in Project Management Books About Costs

(Or more succinctly “How to know you’re in trouble”)

When EV is used in a cost variance equation, it always goes first:

CV = EV – AC  (Valuable Hint:  If you get a negative number, your project is over budget.)

When EV is used in a schedule variance equation, it always goes first.


SV = EV - PV
  (Valuable Hint:  If you get a negative number, your project will overrun its schedule.)
* * * * *
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