












20 December 2009 21 December 2009

which is US$ 10 Million and the Estimate 
at Completion which is US$ 11 Million, is 
negative US$ 1 Million. This means that 
the project will be completed at US$ 1 
Million over budget based on the current 
performance.

The above key performance indicators 
provide the organisation with many benefits 
such as:

•	 Objective measurement of project 
performance in both cost and time

•	 Forecasting of future performance, 
completion date and cost at completion 
based on past performance

•	 Objective metrics for comparison of 
different projects performance across 
an organisation 

•	 Ensures that percentage of work 
packages completed is consistently 
measured

•	 Focus on comparison between actual 
performance and budget

Earned Value Management is yet to earn 
popularity among organisations in the 
Middle East in general and in the UAE in 
particular. Similar to project management 
practices, executives need to take the 
initiative in requesting those responsible for 
managing and delivering their projects to 
adopt such an important practice to report 
on a project’s performance. Executives 
cannot afford not being informed correctly 
on the status of their project’s performance 
in the most reliable and immediate form 
available.

at completion (BAC) of US$ 10 
Million.

The third group is very important, for it 
provides a forecast on how the project 
performance will be affected based on the 
performance achieved to date. Those KPI 
include:

Estimate to Complete (ETC): The 
estimate to complete the remaining work 
for an activity, work package or control 
account. It is the difference between the 
project budget at completion and Earned 
Value to date. Since the project original 
budget was set at US$ 10 Million and the 
Earned Value to date is US$ 5 Million, then 
the Estimate to Complete the remaining 
works will be US$ 5 Million.

Estimate at Completion (EAC): The cost 
of amount of work, in order to complete 
remaining scheduled activities. It is a forecast 
of the most likely total value based on project 
performance and risk quantification. It is 
the sum of the Estimate to Complete and 
the Actual Cost incurred on the project to 
date. For our sample project, the Estimate 
to Complete is US$ 5 Million and if we 
add the Actual Cost to date which is US$ 
6 Million, then the Estimate at Completion 
will become US$ 11 Million. 

Variance at Completion (VAC): The 
variance between the originally planned 
budget at completion and the estimate at 
completion. For our sample project, the 
variance between Budget at Completion 

negative value will indicate that the project 
is over budget.

Cost Performance Index (CPI):  Ratio 
of work accomplished versus work cost 
incurred for a specified time period. The CPI 
is an efficiency rating for work accomplished 
for resources expended. If the CPI is more 
than 1 then this indicates that the project is 
under budget while if the value was below 
one then this will indicate that the project is 
over budget.

To Complete Performance Index 
(TCPI): Calculates the performance factor 
(PF) that must be achieved to complete 
the remaining work in order to stay within 
project budget. 

So taking into consideration that the 
three EVM performance information 
given for the sample project: Planned 
Value US$ 4 Million, Actual Cost US$ 6 
Million and Earned Value US$ 5 Million, the 
KPI for this project will be:

•	 SV = EV – PV = 5-4 = US$ 1 Million, 
in other words the project is ahead of 
schedule as it had earned US$ 1 Million 
more than what was planned. 

•	 SPI = EV/PV = 5/4 = 1.25, in other 
words the project is 25% ahead of 
schedule.

•	 CV = EV – AC = 5-6 = US$ -1 Million, in 
other words the project is over budget 
by US$ 1 Million.

•	 CPI = EV/AC = 5/6 = 0.83, in other 
words the project is only $ 0.83 for 
each US$ 1 spent on the project.

•	 TCPI = (BAC-EV)/(BAC-AC) = (10-5)/
(10-6) = 5/4 = 1.25, in other words 
the efficiency of the project resources 
need to be increased by 25% to what 
was originally planned, for the project 
not to exceed original planned budget 
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