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Professional Certificate in Project Budgeting and Cost Management

Unit 3: Cost Control and Monitoring

Cost control and monitoring are crucial aspects of project budgeting and cost management. In this
explanation, we will discuss key terms and vocabulary related to Unit 3 of the Professional Certificate in
Project Budgeting and Cost Management.

1. Cost Control: Cost control is the process of monitoring and managing project costs to ensure that they
remain within the approved budget. This involves tracking actual costs, comparing them to the budget, and
taking corrective action when necessary.
2. Cost Estimate: A cost estimate is a prediction of the total cost of a project or a specific aspect of a project.
It is based on historical data, industry standards, and other relevant factors. Accurate cost estimates are
essential for effective project budgeting and cost management.
3. Cost Baseline: A cost baseline is a management tool that shows the planned cost of a project over time. It
is used to monitor and control project costs and to identify any deviations from the approved budget.
4. Cost Variance: Cost variance is the difference between the actual cost of a project and the budgeted cost.
A positive cost variance indicates that the project is under budget, while a negative cost variance indicates
that the project is over budget.
5. Earned Value Analysis (EVA): EVA is a management technique used to measure project performance and
progress. It compares the budgeted cost of work performed to the actual cost of work performed and the
planned value of work performed.
6. Contingency Plan: A contingency plan is a strategy for managing unexpected costs or events that may
arise during a project. It outlines the steps that will be taken to address these issues and minimize their
impact on the project budget.
7. Change Order: A change order is a request to modify the scope, schedule, or budget of a project. Change
orders are typically reviewed and approved by the project manager and other relevant stakeholders.
8. Performance Review: A performance review is a process of evaluating a project's progress and
performance against the approved budget and schedule. It is used to identify any deviations and take
corrective action as necessary.
9. Cost of Quality (COQ): COQ is the cost associated with ensuring that a product or service meets the
required quality standards. It includes the cost of prevention, appraisal, and failure.
10. Prevention Costs: Prevention costs are the costs associated with preventing defects or errors in a
product or service. This includes activities such as training, documentation, and process improvement.
11. Appraisal Costs: Appraisal costs are the costs associated with inspecting and testing a product or service
to ensure that it meets the required quality standards. This includes activities such as testing, inspection,
and certification.
12. Failure Costs: Failure costs are the costs associated with defects or errors that are not detected until after
the product or service has been delivered. This includes activities such as rework, warranty claims, and
product recalls.
13. Value Engineering: Value engineering is a process of analyzing a product or service to identify ways to
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reduce costs while maintaining or improving its value. This includes activities such as value analysis, value
mapping, and value stream mapping.
14. Life Cycle Costing: Life cycle costing is a management technique used to evaluate the total cost of a
product or service over its entire life cycle. This includes the cost of design, development, production,
operation, maintenance, and disposal.
15. Direct Costs: Direct costs are costs that can be directly attributed to a specific project or activity. This
includes labor, materials, and equipment costs.
16. Indirect Costs: Indirect costs are costs that cannot be directly attributed to a specific project or activity.
This includes overhead costs such as rent, utilities, and administrative expenses.
17. Fixed Costs: Fixed costs are costs that remain constant regardless of the level of activity. This includes
rent, salaries, and insurance.
18. Variable Costs: Variable costs are costs that vary depending on the level of activity. This includes
materials, labor, and overtime pay.
19. Marginal Cost: Marginal cost is the cost of producing one additional unit of a product or service.
20. Activity-Based Costing (ABC): ABC is a costing method that assigns costs to products or services based
on the activities required to produce them. This provides a more accurate picture of the true cost of a
product or service.

In conclusion, understanding the key terms and vocabulary related to cost control and monitoring is
essential for effective project budgeting and cost management. By using techniques such as EVA,
contingency planning, and value engineering, project managers can minimize costs, maximize value, and
ensure that projects are completed on time and within budget. Additionally, understanding the difference
between direct and indirect costs, fixed and variable costs, and marginal cost can help project managers
make informed decisions about resource allocation and cost management.
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