Cost a project

Key points 
Introduction 

Being able to “cost a project” will stand you in good stead at the work place and home. It’s a skill that surprisingly few have and for those who can “cost a project”, there will almost always be some form of work available. 
However, it should be remembered, no one can cost a project perfectly all the time, if ever and this is what makes a good project costing practitioner valuable. There are many variables when putting together an estimate of works and even small projects can suffer from poor weather, sick staff, unreliable contractors, unexpected increases in overheads or much more. Often the size of the project is not as important as the complexity.  
There are a number of steps involved in costing a project.  Each step is important and most importantly is the final step of monitoring the results of the project and keeping track of the expenditure. This should be treated as a valuable opportunity and not a point to be disappointed if the project goes off the rails.

Remember there are many reasons why it pays to accurately cost the project: 

· The better the estimate the better the chance the works will be delivered effectively and within budget

· The better the estimate the more valuable you will become to your employer or customer.

Following are the steps involved in costing a project:

Establishing the objective

Whilst it is likely the organisation or person seeking the estimate will impart to you the objectives of the project, it is just as likely this may not occur. It is vital the objective of the project is recorded along with an idea of how much money is available to complete it. Once this is established one should keep this posted somewhere obvious, thereby ensuring the final product is the driving force of the project and not the numerous disturbances that will arise during the project delivery.

Works breakdown

Like many things, all jobs or projects are made up of many steps. By teasing out the steps involved in a project you will be better able to allocate the cost to the entire project. Watch the pennies and the pounds will follow. This may not make sense to the younger students but what it illustrates is the importance of paying attention to the little items of the project. Underestimating one little cost could compound and become a bigger issue. The breakdown should consider but not be limited to:
1. Planning

2. Site preparation

3. Implementation

4. Clean up

5. Maintenance

Each of these items will involved specific and unique costs. 

Whilst the costs involved in Planning will be mostly labour, computers, photocopying, attending meetings, phone calls and driving to sites over and over to confirm site conditions will also be involved. Don’t underestimate planning the works. 

Site preparation can vary depending on the project but nearly always there will be a need to clear the works site, make it secure, erect fencing, remove fencing, slash vegetation etc etc. 

 Implementation of the works is more complex and variable. The implementation of every project can be made up of many other minor stages. For instance, consider a revegetation project. Preparation in itself can make up half the works but revegetation could involve specialist machinery and/or employing staff or contractors. Depending on the size of the revegetation project mulching could be carried out by a specialised contractor with a bobcat. Planting could be done by planting specialists. Fencing would almost certainly be carried out by a fencing contractor and water could be shipped in by a specialised tanker. Consider the recent construction of “Eastlink” It would have had many specialised staff, contactors, machinery and professionals. Each one would be able to provide efficiencies by being specialised.

Many projects occurring on a roadside in recent time employ traffic management specialists to control traffic. This hopefully provides a high level of professionalism and low risk to the project manager.

Clean up may be simple to say but consider the average residential building site. Numerous contractors carry out works such as chippies, electricians, plasterers, plumbers etc. All of these contractors will create their own disturbance and litter. Removing litter or providing a secure receptacle for litter could save the project manager money. Spoil or excavated soil is often created on a job site and this needs to be predicted and dealt with. A Bobcat rented for half a day can cost several hundred dollars and be difficult to tie down to a particular time.

Maintenance may be the last thing someone considers when they are immersed in a complicated delivery a project but forget it and you may degrade the new asset before it is used. Consider the revegetation project. Planting takes place in winter – early spring. The plants are in and whilst people walk away wiping the dirt from their hands, tiny grass seeds are germinating next to the new tree and if enough of these seeds germinate, (several million is not impossible) the new natural asset will be under significant threat. The project manager must then spend money on weed control and if this is not costed, the authority or customer will be asking questions. 
Standard costs
So you have the varying aspects of the job costed. Contractors, staff, rented machinery, materials and specialist traffic managers are on the job and you feel pretty good as you drive back to your office to check emails. Well think again.
The car you are driving is costing you or the organisation you work for money. It needs petrol, servicing, tyres, cleaning, insurance, registration and eventually replacing to mention a few. Back at the office the computer you log onto needs power, ISP costs, software purchasing, virus software protection and also replacement costs. But there’s more. There are dozens of items used every day and each one costs money in the long term and many are not considered when costing a project. 

So how do you estimate the STD cost of an asset? This is done by keeping records over the long term and dividing the total costs of the item by the number of work hours it was used. One of the most important words for a good “Cost a project” practitioner is records!  Only by keeping records like kilometres travelled, petrol used, insurance, servicing and other expenses such as purchase price, can a person allocate a cost to the asset.
This will apply to any machinery, computers, faxes, printers, vehicles, offices, stationery, safety equipment and more.

Once the standard price is established, the “Cost a project” practitioner will be able to estimate the standard costs of assets accurately to the project. 

Staff
Staff can potentially be a major complication to the “Cost a project” practitioner but they need not be. In general the government has established a simple process of identifying the costs in wages of a staff member, superannuation and work cover. A call to Business Victoria (13 22 15) or Workplace Info Line (1300 363 264) will identify the minimum wage a person is entitled to under the law. But before you make the call consider what will the employment status of the person be. Are they employed as a ” casual, part time or full time. Do you have funding for the person for the life of the project, for part of the project or are you covering the cost of the person within the permanent staffing costs of your organisation?

Casual is someone who is employed for the period of the job or for when they are needed. They do not have a long term guarantee of work. Wages are higher as they include holiday pay and other leave such as sick and holiday leave incorporated into the hourly rate. They are also paid superannuation.
Part time is someone who works on a regular basis in a part time capacity. They are entitled to have sick leave and holiday leave, superannuation on a proportional rate to their attendance to work.
Full time employees get full sick leave, annual leave, superannuation and potentially more. They are a full time team member who can add value to the business or organisation but they should be costed to a project if they are involved.

Work cover is run by the state government and is calculated on the total wages for the year. This can be predicted relatively easily by the employer as the financial year progresses. 

Contractors are an overhead that are a relatively risk free source of labour that should include in their hourly rate the costs and the overheads such as superannuation, sick leave, holiday pay etc but you don’t have to organise them. It should be remembered they are a business that has its own overheads and issues of on-cost and so their hourly rate will appear higher than staff. It is up to the project manager to decide which way to go in relation to the benefits of staff or contractors. Contractors often provide equipment, specialist experience, training and machinery that the average organisation does not have or does not want to provide.
Materials can be all manner of things such as timber, trees, tree guards and mats, fence posts, concrete and potentially much much more. Despite this, costing the expenses of materials can be the easiest part of “costing a project”. Is it important to consider materials and finding the best value for money but sorting out staff, equipment, standard cost etc are often more important.
 Equipment such as tractors, planters, herbicide application equipment can be very useful but - if they are yours, they must be included in the costs of the project. They are no different to a car, computer or staff. They all cost money every day they are used or more importantly, every day they are not used.
Variations are not discussed a great deal in public but there are not many projects where problems or variations don’t raise their head at some stage. The good “cost a project” practitioner must predict where there may be problem in the specifications or the potential for a problem in the delivery of a project. Predicting a grey area in the project and predicting a variation is important in any project and cannot be underestimated.
Reviewing the costs of a project is inevitable. It is more than likely that your supervisor or customer may ask you to “sharpen your pencil” go back and look at your figures and see if some cost savings can be made. This is an important aspect and potential turning point of a project. It is important that one does not compromise the basics of “costing a project” and the real price of delivering is articulated to the customer.
Monitoring the costs in a project is very important. Whilst we all should spend significant time and effort in establishing the costs in a project, it is vital to confirm the outcomes of the estimations and apply these learning’s to future projects. As the number of projects mount up there is a great opportunity to keep records of contactor details and notes on their effectiveness. You could also keep records of materials and a history of standard costs.
Comparing the estimation to the actual result is also very useful. As you continue to cost projects it would be expected the difference between the estimation and actual cost should decrease.
The final document outlining the total costs of the project could have a number of sections. A brief statement of the total expense somewhere near the front of the document is a useful way to get a quick summary of the projects costs. Within the main body of the document the varying items or the breakup of the project can be listed along with the expected costs. At the end of the document, more details can be provided, such as where material will be bought, standard costs of equipment, copies of insurance policies etc.

Supervisors or customers delight to leaf through the details and pull out the most expensive items, so being prepared to answer questions about large items is a great way to stay in front of the pack.
Word vs Spreadsheets
There are a couple of options when comes to working out your costs for a project and then presenting them to the customer.  Microsoft Word is a popular word processing software and when putting together a document for reading and importantly presenting to other people, it can be very useful. But when carrying out calculations the benefits of knowing how to use Spreadsheets can be also very useful. 
Spreadsheets such as Microsoft Excel can provide a significant saving in time and effort. The process of establishing standard costs and then using them in a project costing exercise would involve many hours on a calculator and then having to retype the results into word or worse still hand writing them would be very taxing and expensive. Remember your time is money.

Good luck





































