
83 Chapter 3    Project Management

Monitoring the status of a project is also easy using S-curves. At the end of each period (week, 
month, or quarter), we simply total the project’s expenditures to date and compare them with the 
budget. Any significant deviations between them reveal a potential problem. The S-curve also provides 
real-time tracking information because expenditures can be continually updated and the new values 
plotted on the graph.

EARNED VALUE MANAGEMENT
The problem with S-curves is that interpreting them isn’t always obvious. For example, is the 
US$10,000 difference in our example the result of a delay in the project that put off spending on 
the project? Or is it the result of a more efficient process that has lowered the overall expenditures 
of the project to date? If you only compare actual versus budgeted costs, you ignore the fact that the 
client is spending that money to accomplish something—create a project.

What we need is a way to determine how the project is actually doing besides knowing just how 
much money has been spent.

The earned value management (EVM) method calculates the value generated by the project as 
well as the budgeted and actual costs at a certain point in time. Time is important because it becomes 
the basis for determining how much work should be accomplished at certain milestones. EVM also 
allows the project team to make future projections of a project’s status based on its current state. 
At any point in the project’s progress, we are able to calculate both schedule and budget efficiency. 
Schedule efficiency refers to how closely the project’s progress is tracking relative to its original plan. 
Budget efficiency is the efficiency with which budget is being used relative to the value that is being 
created. Both the schedule and the budget efficiency allow the project manager to make future projec-
tions about the estimated cost and schedule to the project 
completion date. The calculation of earned value is dis-
cussed in the supplement for this chapter.

Terminating the Project
The final stage in a project is its termination. A tremen-
dous amount of paperwork must be archived during this 
stage, including schedule and planning documents, sta-
tus reports, cost and resource-use documents, customer 
change-order requests, and specification change approv-
als. All legal documents must be stored, including the 
project’s terms and conditions, and penalty, legal recourse, 
and incentive clauses. So too must the costs and other 
charges for all of the project’s team members. Their time 
charged against the project’s accounts and any company 
overhead in the form of the team’s human resources ben-
efits must be identified. Any nonemployees who worked 
on the project, such as contractors or consultants, must be 
contractually released, and these accounts must be paid 
off and closed.

TABLE 3.5: Budgeted Costs for Project Tracy (in Thousands of U.S. Dollars)

DURATION (IN WEEKS)

5 10 15 20 25 30 35 40 45 TOTAL

Design 6   2

Engineering   4   8   8   8

Installation   4 20   6

Testing   2   6   4   2

Total 6   6   8 12 28   8   6   4   2

Cumul. 6 12 20 32 60 68 74 78 80 80

FIGURE 3.16: Simple S-Curve
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