
102 PART II    STRATEGIC DECISIONS

We can calculate various time–cost trade-off combinations for a project’s crash options by deter-
mining the slope for each activity using the following formula:

Slope = crash cost – normal cost

normal time – crash time

To calculate the cost of crashing an activity, suppose that the normal activity duration of activity X 
is 5 weeks and it is budgeted to cost $12,000. The crash time for this activity is 3 weeks, and it is 
expected to cost $32,000. Using the previous formula, we can calculate the cost slope (in U.S. dollars) 
for activity X as:
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That is, activity X will cost $10,000 for each week it’s accelerated. Is this a reasonable price? To find 
out, you have to answer following questions:2

a.	 What costs are associated with accelerating other project activities? It may be that activity
X’s cost of $10,000 per week is a genuine bargain. Suppose, for example, that an alternative
activity would cost $25,000 for each week’s acceleration.

b.	 What are the gains versus losses in accelerating the activity? Do excessive late penalties make
crashing a cheaper alternative? Alternatively, is there a huge potential payoff in being first to
the market with the project?

EXAMPLE 3S.1: Suppose we have a project with the eight activities listed in Table 3S.3. The table
also shows the normal durations and costs as well as crashed durations and costs of the activities. (As-
sume that the costs listed include both the fixed and variable costs for each activity.) Which activities 
should we crash and for how many days each?

We can then use the formula provided earlier to calculate the costs per unit of crashing each 
activity. (In this case, the units are days.) These costs are listed in Table 3S.4. The least expensive ac-
tivities to crash are activity A ($250 per day), activity B ($300 per day), and activity G ($300 per day 
each). The most expensive activities to crash are activities H, E, and C, which cost $2,000 per day, 
$1,750 per day, and $1,500 per day, respectively. Remember that in this example, we are assuming 
that activity D cannot be shortened, so no crashing cost can be calculated for it.

TABLE 3S.3: Project’s Activities and Costs (Normal vs. Crashed)

NORMAL CRASHED

ACTIVITY DURATION
COST  

(IN U.S. DOLLARS) DURATION
COST 

(IN U.S. DOLLARS)

A 5 days 1,000 3 days 1,500

B 7 days 700 6 days 1,000

C 3 days 2,500 2 days 4,000

D 5 days 1,500 5 days 1,500

E 9 days 3,750 6 days 9,000

F 4 days 1,600 3 days 2,500

G 6 days 2,400 4 days 3,000

H 8 days 9,000 5 days 15,000

Total costs = $22,450 $37,500

Cost of Crashing


