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4.1: Definition

● Cost is a resource sacrificed or 

foregone to achieve a specific objective 

or something given up in exchange.  It is 

usually measured in monetary units.

● Project Cost Management

describes the processes involved in 

planning, estimating, budgeting and 

controlling cost to ensure that the project 

is completed within the approved budget. 



4.2: Project Cost Management 
Processes

- Estimate Costs

- Determine Budget

- Control Costs



……Project Cost Management 
Processes (Cont.)



4.3: Project Cost Management -

Overview

Estimate Costs✓ Inputs

✓ Scope Baseline

✓ Project Schedule

✓ HR Plan

✓ Risk Register

✓ Enterprise 
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✓ Organizational 

Process Asset

✓ Tools and 
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✓ Bottom-up 

Estimating
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✓ Basis of estimates

✓ Project Document 
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Project Cost 

Management

Determine Budget
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✓ Basis of Estimates

✓ Scope baseline

✓ Project Schedule
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Control Costs
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✓ Change Request
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4.4: Estimate Costs

● Involves developing approximation of the cost 

of the resources to complete each scheduled 

activity

● Remember, estimation always involved 

RISK!!!

● Something unforeseen

● Something that may occur in the future

● Cost involve in resolving/mitigating the risk.



4.4.1: Basic Tools and 

Techniques
● Analogous

● Bottom-up

● Parametric

● Resource Cost Rates

● Vendor Bid Analysis

● Expert Judgment



Analogous

❖Based on historical cost 

data/information 

of similar project.

❖Suitable for project using standard 

design.

❖E.g.  Cost of school block previously

constructed

2012 2014



Bottom-up
❖ Based on breakdown of work i.e. work items/component

❖ E.g.  A project maybe broken down into item such as:

a) Preliminaries

b) Substructures

c) Buildings

d) M&E Works

e) External works etc.

❖ Cost of component may be derived from: 

a) cost per sq. meter of building

b) percentage allowances for:

i) M&E

ii) Preliminaries

iii) External Works



Parametric

❖Based on characteristic of a project

❖E.g.:

❖A hospital project may be estimated 

based on cost per bed

❖A school project may be estimated 

based on cost per classroom



Resource Cost Rate

❖ Rates are build up based on 

resources required to do the job

❖ E.g.  For concreting, the rates are 

built up from the cost of material 

(cement, sand etc.), cost of plants 

and equipment, cost of labour, cost of 

profit, overhead and expenses.



Vendor Bid Analysis

❖ Rates are analyzed based on 

quotation or tenders from vendors.

❖ The average or the mean of the 

quotation/tender will be the cost 

estimate.

❖ Average will be used if there is no 

big difference in rates among the 

vendors.

❖ Mean will be used if one of the 

vendors is deemed to have quoted 

out of the normal range.
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Figure 4.1: Estimate Cost Data Flow Diagram
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4.4.2: Estimate Cost 

Example In JKR





4.5: Determine Budget

● Allocating the project cost estimate to individual work 

item and providing a cost baseline

● E.g. RM 2.1 million was allocated for Land 

Acquisition out of the total cost estimate for a project 

for budgeting purpose. Similarly, appropriate budget 

were allocated to other components of the project.
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Figure 4.3: Determine Budget Data Flow Diagram
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4.5.1: Determine Budget 

Example In JKR





4.6: Control Costs

Includes:

●Monitoring cost performance

●Ensuring that only appropriate project changes are 

included in a revised cost baseline.

●Informing project stakeholders of authorized changes 

to the project that affect costs
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4.6.1: Control Costs 

Example In JKR



EXAMPLE: COST PROJECTION Vs ACTUAL COST



Example of Cost Control: Prior Approval for Change Requests



Example: Adjustment of Contract Sum for Approved Change Requests



4.7: Cost Closure In JKR
Preparation of final account to determine the 

final cost of the project, taking into 

consideration the followings:

E.g.: 

a)Previous payment made

b)Variation Orders

c)LAD

d)Outstanding debts owing

e)Adjustment of advance payment



4.7.1: Cost Closure 

Example In JKR



Example :Final Account



Example : ACDA



Note:

ACDA – As Completed Detail Abstract

ATDA – As Tendered Detail Abstract

PDA – Preliminary Detail Abstract

4.8: Project Cost Management in JKR 
Project Life Cycle
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4.9: Exercise



EXERCISE 1

a) Using the project cost management 

table, identify the resources required 

to execute the Soil Investigation Works

(15 minutes)

b) Using the same template, prepare  the 

project cost budget based on the 

information provided.

(15 minutes)



Project Cost Management Table: 

Estimate Costs



Example: (Project: Competency Development)

Resource Planning



EXERCISE 2

1) Using project cost management 

table, analyze the case study given 

for Control Costs.

(15 minutes)



Project Cost Management Table: Project 

Budget



● Project Cost Management is primarily 

concerned with the cost of the resources 

needed to complete project activities. 

● JKR has established processes, tools and 

techniques for project cost management.

● Control Costs is important to be 

implemented to ensure project is completed 

within budget.

4.10 Summary



THANK YOU


