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Steps in the Earned Value Management Method
To assess a project using the EVM method, you need to follow these steps:3

1.	 Clearly define each activity that will be performed during the project, including its resource
needs as well as a detailed budget. As we demonstrated, the work breakdown structure iden-
tifies each of the project’s activities and human or material resources assigned to it. This allows
us to create the budget figure, or cost estimate, for each activity.

2.	 Create the activity and resource usage schedules. These schedules show the proportion of the
total budget allocated to each task across a project’s life cycle. That is, we determine how much
of an activity’s budget is to be spent each month (or other appropriate time period).

3.	 Establish a time-phased budget that shows the project’s expenditures across its life cycle. The
total (cumulative) amount of the budget becomes the project baseline and is referred to as the
planned value (PV). The PV just means that we can identify the cumulative budget expendi-
tures planned at any stage in the project. The PV, as a cumulative value, is found by adding the
planned budget expenditures for each preceding time period.

4.	 Total the actual costs of each activity to arrive at the actual cost of the work performed (AC).
5. Compute the value of the work done on each task by multiplying the percentage of it com-

pleted by its planned value (budgeted cost). This calculation is referred to as the earned value
(EV) and is the origin of the term for this control process. Then sum the earned value totals for
the packages to arrive at the cumulative earned value—that is, the earned value for the overall
project.

6.	 Calculate both a project’s budget variance and schedule variance while it is still in process.
Once we have collected the three key pieces of data (PV, EV, and AC), it is possible to make
these calculations. The schedule variance is calculated by the simple equation: SV = EV − PV, or
the difference between the earned value to date minus the planned value of the work scheduled
to be performed to date. The budget, or cost, variance is calculated as CV = EV − AC, or the
earned value minus the actual cost of work performed.

EXAMPLE 3S.2: Table 3S.8 lists the earned value results for Project Janus, which has a planned
seven-month duration and an $118,000 budget (in U.S. dollars). The project began in January. We 
are interested in calculating its earned value as of the end of June. If we know the amount budget-
ed for each of the project’s seven work packages and when that work is slated to be done, we can 
construct a budget table similar to that shown in Table 3S.8. Notice that each work package has a 
fixed budget across several time periods. For example, Staffing is budgeted to cost $15,000 and to 
be performed almost equally in January and February. The budget for Blueprinting is $10,000. That 
activity begins in March and concludes in April.

Each month, we can then plot the actual expenses for each activity. These sets of figures are added 
to the bottom four rows of the table. For example, note that by the end of March, we had planned 
to spend $21,000 on activities. Nevertheless, our actual cumulative costs were $27,000. The obvious 
question becomes, is this good news or bad news? On the surface, we might conclude that it was bad 
news because we overspent our budget. Yet, recall that the chief problem with the S-curve is that it 
only considers actual costs versus planned costs. This information alone won’t help us truly determine 
the status of the project. To do that, we also need to how much of the project was completed by the 
end of March—not just the amounts budgeted and spent on the project.

TABLE 3S.7: Calculating the Earned Value (in thousands of U.S. dollars)

PLANNED % COMP. EARNED VALUE

Design   8 100   8

Engineer 28 100 28

Install 30   50 15

Test 14     0   0

Cumulative Earned Value 51
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