PMBOK Knowledge Area 4: Project Cost Management

The Project Cost Management Knowledge Area is primarily concerned with managing the cost of a project.  According to this knowledge area, the “Project Cost Management includes the processes involved in planning, estimating, budgeting and controlling cost so that the project can be completed within the approved budget.”  This knowledge area is very important because essential all project will have budget constraints.


For the software projects I have been involved with, cost estimation proves to be the trickiest, but most crucial part of project cost management.  If the estimates are too far out of line in either the positive or negative direction, the project may suffer.  Although it seems to be the lesser of the two issues, over estimating a project carries some serious consequences.  First, there is the possibility that the project will be skipped because it is deemed to costly.  Also, a project that is incorrectly over estimated will bring questions regarding the project organization integrity or capability.  However, under estimating is also very detrimental, there may not be enough budget to successfully complete the project or the stakeholders may question the quality of the perspective project.

Analogous cost estimating and determined resource cost rates are the two cost estimates I am most familiar with.  With the analogous, a similar project is estimated and any updates are made with regard to the perceived differences.  For the determined cost rates, usually the project is estimated in lines of code (LOC)  and there is some value in place to convert that number to a dollar figure.  Once a good estimate is established, these costs will need to be budgeted and managed over the course of the project.  
