


Introduction
• Every project, no matter how big or small, involves costs. 

• It’s very rare to have endless piles of money at the ready, so having a planned 
budget for a project is a must. 

• As the project manager, you’ll be accountable for sticking to the budget, so you 
need to be sure it’s right.

• If you under-call the budget, you’ll end up missing milestones, being under-staffed, 
and having to do the walk of shame to the finance department to ask for more 
money. 

• If you over-call it, the project might not even get off the ground. So, how do you 
get project budgeting right? 

• Let’s step through the process, starting with an overview of what a project budget 
is.



Definition
• Project budgeting is determining the total amount of money that is allocated 

for the project to use. 

• Project budget is the total estimated cost of completing each project activity 
over each phase of a project. 

• Project budget template is a blank document that prompts a project 
manager to include a detailed estimate of all costs that are likely to be 
incurred before the project is completed.

• Project budget management is a process of formally identifying, approving 
and paying the costs or expenses incurred on the project. 
• Project budget management involves using purchase order forms to state each set of 

project expenses, such as training, consulting services, equipment and material cost, 
etc.



Note…

• It’s important as it helps set expenditure 
expectations and is critical in getting project 
approval, ensuring funds are ready at the right time, 
and measuring performance. 

• It’s a dynamic document, continuously monitored, 
reviewed, and updated throughout the project.

• The project budget has been estimated by the 
project manager and/or the project management 
team. 

• The budget is an estimate of all the costs that should 
be required to complete the project. 

• We use the words 'should be' because if a project is 
poorly estimated, then the project will require more 
costs.



Benefits of Project Budgeting

• By knowing how much money is available for each project 
activity, you can easily pinpoint areas that need attention.

• The project budget helps determine exactly what skills you 
need for what length of time, which is especially useful when 
people are working across multiple projects.

• The budget is an effective management tool to see if you’re 
on track to meet goals.

• It helps prioritize activities that can be completed within the 
resources available. 

• Helps promote future thinking and planning.

• Project managers who can deliver great outcomes while 
effectively controlling budgets have great career prospects!



Components of Project Budget
• Labor costs: employee wages, benefits, payroll taxes, 

and overheads.

• Material procurement costs: goods, services, 
equipment, and supplies needed for the project that 
come from external providers.

Under each of these categories, the costs can usually be 
separated into two broad categories:

• Fixed costs: these are set for the project and will not 
change. 
• For example, if you need a certain quantity of a particular item 

to deliver your project and you have a firm quote from a 
supplier, this is a fixed cost.

• Variable costs: these change based on activity. 
• For example, if you have a subcontractor working by the hour 

on your project and it goes over time, the cost goes up. 
Variable costs need the most monitoring.



Project Budgeting Methods

Analogous estimating

• This method of estimating a budget consists of analyzing an already 
completed project with a similar scope to the current one and using 
its budgeting calculations, adjusted for differences in scope, quality, 
term of execution or any other relevant parameters. 

• It is not always a completely accurate method, but it can be an 
appropriate method in situations when there is limited information 
regarding the upcoming project and a quick estimate is required. 

• This method is usually quicker and less costly than others, but can 
only be used by companies that have had similar projects in the past.



Project Budgeting Methods Cont’d

Parametric estimating

• This estimating method consists of using historical data and other 
related variables for estimating the project's scope, duration and total 
costs. 

• This is usually achieved by researching past data, calculating various 
per-unit costs for various aspects that are common to the current 
project and adjusting the proportions to fit the scope of the new 
project. 

• The accuracy of this method is usually proportional to the quality and 
relevancy of the historical data it is based on.



Project Budgeting Methods Cont’d

Top-down method

• This method consists of looking at the project budget in its entirety 
and then calculating individual costs for each of the required 
processes. 

• Each part of the overall project is analyzed, with its exact costs 
calculated and then compared to the initial estimates for each. 

• Based on the results, project managers can see how cost-efficient 
each process is and may decide to reduce the scope of some parts of 
the project, so it fits within its total allocated budget.



Project Budgeting Methods Cont’d

Bottom-up method

• Unlike the top-down method, which divides the project into multiple 
processes and calculates the individual costs for each, by using the 
bottom-up method the project manager attempts to directly generate 
a total project budget, with the help of their project management 
team. 

• As a general rule for this method, the budget estimation's accuracy is 
usually proportional to the accuracy of the information and expert 
advice received during the budgeting period.



Project Budgeting Methods Cont’d

Three-point estimate

• This method uses three different calculations to estimate a budget: 
the most expensive scenario, the most cost-effective scenario and the 
scenario that's most likely to occur. 

• By using these figures you can roughly estimate there required 
budget, but also assess some of the risks involved in the project.



Project Budgeting Methods Cont’d

Earned value analysis

• This method is a way of estimating the accuracy of a project's budget 
during the execution of the project. 

• It consists of constantly comparing the costs for each phase of the 
project with the ones that were previously estimated, typically by 
using one of the four previously-mentioned methods.



Budgeting Process

• Determine project scope

• Develop the WBS

• Determine the activity duration

• Determine the resources for each 
activity

• Determine the total sum

• Determine management reserve.



Project Budget Template



Group Activity

•Develop for your group project;
• WBS
• Timeline
• budget.



In Conclusion

• Budgeting is hard, but worth the effort

• Managing the project budget is probably the most difficult part of 
project management, but also the most important. 

• Even if you deliver the most brilliant outcome, right on time, it counts 
for nothing if you’ve overspent.


